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Abstract

This paper uses financial data from a major credit bureau for a nationally representative 2
percent random sample from more than 250 million consumer records to examine the financial
health and indebtedness of older adults. The data cover the years 2010 through 2019 and follow
the same consumers over time. Consumer records include numerous sources of debt and
information on their total credit available, total balances, amounts past due, debt in collections,
and bankruptcies and foreclosures. They also include a nationally recognized credit score that is
becoming increasingly utilized by creditors. We supplement these data with the zip-code level
information from the American Community Survey on neighborhood characteristics, including
racial and ethnic composition, median household income, homeownership, median housing

prices, housing cost burdens, and unemployment rates.

The paper found that:

e Consumers ages 50 and older are decreasingly indebted since the Great Recession.

e This trend masks the increase in indebtedness among adults ages 70 and older due
primarily to mortgages. Not only are they more indebted, but our findings suggest that
their financial health — reflected by their credit scores and capacity to borrow — has
worsened over time.

e Where older people live matters for their use of debt. Older adults from
socioeconomically disadvantaged areas carry debt well into their retirement years,
whereas those who live in wealthier zip codes appear to deleverage as they age.

e More than other sources of debt, credit card debt is the most highly correlated with spells
of poor credit — increasing both the likelihood of experiencing a spell and reducing the
likelihood of exiting a spell. This has negative implications for consumers ages 70 and

older since credit cards are their largest source of non-mortgage debt.



Introduction

Recent studies have documented the rise in debt among older Americans (Butrica and
Karamcheva, 2018; Butrica and Karamcheva, 2013; Butrica and Mudrazija, 2016; Government
Accountability Office, 2014; Joint Center for Housing Studies of Harvard University, 2014;
Karamcheva, 2013; Lusardi, Mitchell, and Oggero, 2018; Masnick, Di, and Belsky, 2006;
Munnell, Hou, and Webb, 2016; Smith et al., 2010). Not only are older adults ever more likely
to carry debt, but their level of indebtedness has increased dramatically over time. The reasons
behind this trend are numerous and include, among others, policies encouraging homeownership,
the proliferation of credit cards, and an explosion in the costs of medical care and higher
education. Accordingly, most types of debt have increased over time (Lusardi, Mitchell, and
Oggero, 2020).

Mortgages continue to be the largest source of debt among indebted older adults (Joint
Center for Housing Studies of Harvard University, 2014). Indeed, the current generation of older
Americans is both more likely to have outstanding mortgages (Butrica and Karamcheva, 2013;
Butrica and Mudrazija, 2016) and to have taken out larger mortgage loans that they have been
repaying over a longer period of time than previous generations (Smith et al., 2010).
Increasingly, the norm of repaying mortgages prior to retirement is shifting toward refinancing
(Masnick, Di, and Belsky, 2006) as housing prices have increased and people can afford smaller
down payments as a share of a property’s value (Lusardi, Mitchell, and Oggero, 2020).

While much of the increase in older Americans’ debt can be attributed to home
mortgages (Moulton, Haurin, and Loibl, 2019), many non-collateralized types of debt have also
grown substantially, including credit card debt (Butrica and Karamcheva, 2018), medical debt
(Lusardi, Mitchell, and Oggero, 2020), and student debt (Federal Reserve Bank of New York,
2019). As of 2020, for example, adults ages 50 and older held 22 percent of over $1.5 trillion in
student loans—representing 7 percent of total debt for adults ages 50-59, 4 percent of total debt
for those ages 60-69, and 2 percent of total debt for those ages 70 and older (Federal Reserve
Bank of New York, 2020).

Although debt is not necessarily concerning and, if used judiciously, can improve
financial well-being, excessive debt can have deleterious effects. This is particularly true at
older ages when substantial debt burdens can make retirees less financially resilient to various

shocks common at those ages, such as a catastrophic health event or the death of a spouse.



Research suggests that while the financial position of working age people is positively related to
debt, the opposite is true for older adults (Pew Charitable Trusts, 2015). Unfortunately, studies
find that older Americans have become more leveraged over time (Butrica and Karamcheva,
2018; Butrica and Mudrazija, 2016; Lusardi, Mitchell, and Oggero, 2018). Also, findings
suggest that consumer debt overall may be weakly negatively related to intergenerational income
mobility, (Brown and Mazewski, 2016) implying that for most people the negative consequences
of debt may outweigh the positive ones. This is not necessarily surprising given the general lack
of financial literacy, lack of relevant information, and behavioral biases among older adults that
contribute to higher debt later in life (Lusardi, Mitchell, and Oggero, 2020).

Heavier debt burdens are likely to result in more hardship for future retirees compared
with current retirees (Brown, Dynan, and Figinski, 2019). However, this will not impact all
older adults uniformly. In particular, a recent analysis suggests that the overall increase in debt
among older Americans likely conceals a critical bifurcation: while the most affluent older adults
appear to be using credit to invest in real estate without increasing their debt-to-assets ratio,
middle- and lower-wealth older adults have experienced a substantial increase in debt relative to
assets (Brown, Dynan, and Figinski, 2019). Among the least affluent older adults, this trend can
be largely attributed to an explosion in student debt (ibid). Moreover, more outstanding
mortgage debt increases the potential vulnerability of older adults to interest rate hikes (Lusardi,
Mitchell, and Oggero, 2018). And although the gender gap in financial hardship at older ages
may be narrowing, this is likely due to the deteriorating position of men rather than an
improvement among women (Brown, Dynan, and Figinski, 2019).

These trends suggest that less well-off older adults today are increasingly vulnerable to
both personal financial and economic shocks: while about one third of the pre-boomer generation
reports to struggle financially following a shock, the same is true of over half of the baby
boomers (Pew Charitable Trusts, 2015). Consequently, older adults are increasingly likely to
default on their debt and fall into bankruptcy (Thorne et al., 2018). Although personal
bankruptcy can help highly indebted persons restore their financial health (Dobbie and Song,
2015; Dobbie, Goldsmith-Pinkham, and Yang, 2017), its increasing frequency points to a
growing financial strain and vulnerability facing older adults.

Another way in which debt may impact older adults’ well-being is by affecting their
retirement timing. Indebted persons are more likely to delay retirement (Mann, 2011) and the



level and type of debt may play a role (Butrica and Karamcheva, 2013; Butrica and Karamcheva,
2018). Consequently, increasing debt over time has contributed more to working longer today
than in the past (Lusardi and Mitchell, 2016). However, to the extent that poorer persons may
find it more difficult to delay retirement, either because the type of work they do is harder to
perform at older ages or because they are more likely to suffer from health limitations than better
off older adults, this “solution” could be selective and magnify socioeconomic disparities.

In fact, evidence increasingly suggests that debt and related financial strains may have
direct negative effects on health. In particular, studies tie financial strain and indebtedness to
poorer mental health outcomes, such as depression and other common mental disorders (Drentea
and Reynolds, 2012; Fitch et al., 2011; Meltzer et al., 2012), and with elevated stress levels and
hypertension (Leung and Lau, 2017; Sweet et al., 2013). The inability to meet loan payments is
associated with a range of negative health outcomes, including a higher prevalence of suicidal
ideation and depression, and poorer subjective health and health-related behaviors (Turunen and
Hiilamo, 2014).

Given this context, reducing debt and boosting private retirement savings could make
future retirees less reliant on Social Security benefits. Conversely, being highly indebted at older
ages may exacerbate the impact of various shocks, such as those related to health events, and
undermine the adequacy of Social Security benefits to provide sufficient financial support to
older adults. Finally, as the ongoing COVID-19 pandemic may alter the patterns of
indebtedness, such as lead to an increase in credit card debt as a consumption smoothing strategy
among those who lost their jobs and, conversely, encourage deleveraging in the face of continued
uncertainty for those who still work and are risk averse (e.g., Collinson, Rowey, and Cho, 2020),
it is increasingly important to improve our understanding of the links of different types of debt
and financial security at older ages.

In this context, this study examines how financial security changes as people near
retirement and the factors associated with changes in financial security. We start by examining
changes in total debt and various types of debt over the last decade. We find a modest decline in
overall debt among older adults, except for those in their 70s and 80s who are increasingly
indebted primarily due to mortgages. Next, we account for the zip code characteristics of
consumers and establish that those who live in socioeconomically disadvantaged areas have

different patterns of debt and repayment than their peers who reside in wealthier areas. Among



older consumers, the most leveraged are the youngest in wealthier areas and the oldest in
disadvantaged areas. This may suggest that older adults who struggle financially are less able to
repay debt as they age and, in fact, may even rely on it to support their standard of living in
retirement, whereas their wealthier peers use debt primarily to acquire property and build wealth,
largely repaying it by the time they retire or shortly thereafter. Finally, we examine multiple
measures of financial health for older adults and their association with different types of debt.
Results suggest that using different measures of financial health leads to different conclusions
about how the financial health of older adults has changed over time, highlighting the importance
of not relying on any single measure of financial health. Some types of debt such as credit card
debt and medical collections seem to be particularly detrimental for the financial health of older

adults.

Previous Literature
Trends in Debt

As of the first half of 2020, total household debt in the United States stood at $14.3
trillion, of which mortgages were $9.8 trillion (Federal Reserve Bank of New York, 2020).
While this is a record high amount, household debt relative to disposable income has been
declining since the Great Recession; nonetheless, total household debt equals 99 percent of
disposable income today—nearly twice as high as in the late 1950s (Peter G. Peterson
Foundation, 2020). Beside mortgages that account for 69 percent of total household debt, other
major categories include student debt (11 percent), auto loans (9 percent), and credit card debt (6
percent) (Federal Reserve Bank of New York, 2020). Over the past two decades, the main
compositional change in household debt has been the rise of student debt, whose share in total
debt in the early and mid-2000s was in the low single digits, yet now is second only to
mortgages.

Focusing on adults ages 65 and older, the share carrying any debt has increased
substantially over the past three decades. While in the late 1980s, just over one-third of elderly
households held any debt (37.8 percent in 1989), by 2016 their share surpassed 61 percent (L.,
2019). Simultaneously, the median amount of debt among indebted households more than
quadrupled (from less than $7,500 to over $31,000) while the average amount almost tripled
(from almost $30,000 to close to $87,000) (Li, 2019). Compositionally, residential debt, both for



the primary residence and otherwise, remains the dominant component of debt among older
adults, largely driving the observed increase in their level of indebtedness, although all
components of debt have been on the rise. In fact, the pivot in mortgage lending from younger
toward older adults largely accounts for almost 60 percent of the increase in debt held by
Americans ages 50-80 with the simultaneous moderate decline among adults under the age of 40
between 2003 and 2015 (Brown et al., 2019).

Another way of looking at debt, however, is to consider the extent to which it may burden
older adults given their financial resources—income and assets. On one hand, debt-to-income
and debt-to-assets ratios increased at a much more moderate pace than debt alone as incomes and
assets of older adults grew. Between 1989 and 2016, the debt-to-income ratio increased from 8.7
percent to 12.4 percent, while debt-to-assets ratio increased from 5.1 percent to 9 percent among
households headed by persons ages 65 or older (Li, 2019). Given that loan payment delinquency
has roughly remained constant over the same period, this increase seems sustainable for older
adults. On the other hand, each successive cohort has become more leveraged. For example,
using Health and Retirement Study (HRS) data, Fichtner (2019) finds the median debt-to-assets
ratio at age 56-61 for the original survey cohort (individuals born 1931-1941) to be as low as 4
percent, but steadily rising for all subsequent cohorts, and reaching 23 percent for mid- and late
baby boomers. Focusing on adults ages 50-64, Ebrahimi (2020) finds their debt-to-net-wealth
ratio increased from 16 percent in 1992 to 27 percent in 2016. This seems consistent with the
fact that 43 percent of near retirees (persons ages 51-61) report that they feel over-indebted (de
Bassa Scheresberg and Lusardi, 2014), and bankruptcies among older adults have been
increasing at a pace that is substantially faster than for middle-aged and younger adults, even
after adjusting for population aging (Li 2019; Thorne et al., 2018).

While people tend to reduce debt as they age (Fichtner 2019), debt holdings in the United
States have increased in recent decades despite the aging of the population. This suggests that
either cohort or period effects (or both) dominate the expected age effect that would suggest
deleveraging as the population becomes older. According to the available empirical evidence,
successive generations of Americans over the age of 50 have been more likely to carry debt and
more indebted than their predecessors (Fichtner, 2019). The observed increase in indebtedness is
not limited to retirement-age and near-retirement-age populations (Brown, Dynan, and Figinski,

2019; Li 2019), but is also observed for younger adults such as those belonging to Generation X



and Millennials, 89 percent and 86 percent of whom, respectively, hold debt (Pew Charitable
Trusts, 2015; Collinson, Rowey, and Cho, 2020). This suggests that cohort effects are an
important driver of the overall trend of the increase in debt in the United States in recent decades.

Although evidence suggests that younger adults are less debt averse than older adults
(e.g., Almenberg et al., 2018), which is consistent with the observed cohort differences in debt
trends, empirical findings also support the importance of period effects. Despite the long-term
trend of increasing debt, following the Great Recession the overall debt level declined for five
years before rising again (Federal Reserve Bank of New York, 2020). Moreover, because they
were in their prime homebuying years during the real estate price boom prior to the Great
Recession, Generation X members ended up with much more housing debt (and debt overall)
than any other generation, including Millennials (Pew Charitable Trusts, 2015). In fact,
households headed by adults younger than 35 decreased their debt holdings much more so than
other households following the recession, with student debt being the only category of debt to
increase in prevalence (Fry, 2013). These findings suggest that changing circumstances are
likely the main driver of debt, and for a long time prompted rapid increases in debt by increasing
both the demand for loans due to the rising price of education, healthcare, and, in many places,
real estate and the supply of debt as financial institutions facilitated access to credit, including
secured debt such as mortgages and unsecured debt such as credit cards.

Alongside other residential loans, mortgages account for over 71 percent of total
household debt in the United States (Federal Reserve Bank of New York, 2020). Among
households headed by older adults, the relative importance of residential loans is even larger
since as of 2016 they accounted for full 80 percent of all debt (Li, 2019). For this reason,
changes to property prices, the availability of mortgages, mortgage interest rates, tax treatment of
mortgages, or any other change that affects residential property markets is likely to have a major
impact on trends in overall debt. The long-term trend of this market has been property price
increases that have outpaced increases in the incomes of Americans during their prime
homebuying years, resulting in successive generations of people holding more housing debt for
longer periods. Baby boomers, for example, have more debt than preceding cohorts of older
Americans due primarily to the more expensive homes they bought with smaller down payments
(Lusardi and Mitchell, 2013). With continued increases in housing prices relative to income,

adults born in 1980s who are currently in their prime homebuying years are both less likely to



own a home by age 30 and face a higher mortgage burden than even the youngest of the baby
boomers born in 1960s (Stanford Center on Longevity, 2018).

Over the past decade, student loans have emerged as the largest type of unsecured debt
(Federal Reserve Bank of New York, 2020). Although relatively fewer older adults hold student
debt (2.4 percent as of 2016), it is the fastest increasing source of their debt with five times as
many households ages 65 and older reporting student loans in 2016 compared to 1989 (Li, 2019).
The value of student debt held by older adults is increasing at an even faster clip. For example,
in just eight years between 2005 and 2013, federal student loans held by borrowers ages 65 and
over increased 6.5 times, from $2.8 billion to $18.2 billion (Government Accountability Office,
2014). Other estimates put the total value of student debt held by persons ages 60 and older at
$67 billion as of 2015 (Consumer Financial Protection Bureau, 2017). Interestingly, much of
this debt is not related to older adults’ financing their own education, but rather their children’s
or grandchildren’s education, either directly as primary borrowers or co-signers on loans with
students as primary borrowers (Consumer Financial Protection Bureau, 2017).

Despite the increase in student debt, credit card debt continues to be the most significant
type of unsecured debt among older adults. As of 2016, more than one third of elderly
households report having credit card debt with an average balance of $2,400, a substantial
increase since 1989 when only one fifth of elderly households had any credit card debt with an
average balance of $952 (Li, 2019). Other types of unsecured debt, such as medical debt and
payday loans, may not be as prevalent, but they may have negative impact on the well-being of
older adults who incur them as they are commonly unplanned for. In a survey of Americans
from various generations, 11 percent of those born between 1928 and 1945 and 21 percent of
those born between 1946 and 1964 reported having medical debt, and median amounts were
$500 and $1,200, respectively (Pew Charitable Trusts, 2015). Medical debt may be even higher,
though, if we expand its definition, as one in six chronically ill adults who take prescription
drugs report that their debt is higher due to high prices of these drugs (Heisler, Wagner, and
Piette, 2005). Among adults ages 51-61, 20 percent reported using payday loans or pawnshops

within the five years preceding the survey (de Bassa Scheresberg and Lusardi, 2014).



Implications of Debt for Well-being

Debt at older ages is often perceived negatively because of its possible adverse impact on
the retirement security and well-being of older adults. Therefore, it is important to understand
whether and to what extent the available empirical evidence supports this notion. Focusing on
financial well-being, some research suggests that debt is generally associated with elevated
financial risk and lower retirement security (Pew Charitable Trusts, 2015; Lusardi, Mitchell, and
Oggero, 2018). One channel through which this may happen is leakage from 401(k) plans as
more than a third of persons who take loans from their plans cite debt repayment as the reason
(Stark, 2018). However, when focusing on the key metrics of financial vulnerability at older
ages, the picture that emerges is mixed. On the one hand, there is little evidence that debt-to-
income and debt-to-assets ratios of the current retirees are unsustainable (Li, 2019). On the other
hand, the trend in these metrics is decidedly more negative as each successive cohort of retirees
is experiencing substantial increases in their debt load relative to their incomes and assets
(Fichtner, 2019; Lusardi, Mitchell, and Oggero, 2020). Another metric of financial well-being of
older adults, bankruptcies, also suggests that the level of their financial distress is increasing at a
fast rate (Thorne et al., 2018).

One consequence of increased debt and worsening prospects of achieving retirement
security may be delaying retirement. The available evidence strongly supports this notion
(Butrica and Karamcheva, 2018; Butrica and Karamcheva 2013; Mann, 2011). Indeed,
increasing debt may have contributed to women working longer today than in the past (Lusardi
and Mitchell, 2016). While this strategy may offset some of the negative impacts of high debt
burdens on retirement security, this strategy may not be universally available to all older adults
and, in fact, some of the most vulnerable older adults may not be in the position to extend their
careers because of their poorer health or their occupations.

In addition to its impact on financial security, research increasingly suggests that debt and
related financial strain may have direct negative effects on health. In particular, studies tie
financial strain and indebtedness to poorer mental health outcomes, such as depression and other
common mental disorders (Drentea and Reynolds, 2012; Fitch et al., 2011; Meltzer et al., 2012;
Selenko and Batinic, 2011; Song et al., 2020), and with elevated stress levels and hypertension
(Drentea and Raynolds, 2015; Hamilton et al., 2019; Leung and Lau, 2017; Song et al., 2020;

Sweet et al., 2013). The inability to make loan payments on time is associated with a range of



negative health outcomes, including a higher prevalence of suicidal ideation and depression, and
poorer subjective health and health-related behaviors (Turunen and Hiilamo, 2014).

Beyond health and financial well-being, the research also finds that debt impacts
negatively life satisfaction more generally (Greenberg and Mogilner, 2020; Kim and Chatterjee,
2019). In astudy of college graduates, debt and income accounted for between 40 and 60
percent of the predicted variance of life satisfaction (Tay et al., 2017).

However, the implications of debt on well-being may differ according to the
characteristics of debt. Therefore, it is important to review the available empirical evidence
about the nature of these links. With respect to the level of debt, studies suggest that both
financial well-being (e.g., Brown, Dynan, and Figinski, 2019) and physical and mental health
(e.g., Sweet et al., 2013) are negatively impacted by high burden of debt. The amount of
unsecured debt in particular has been linked with depression and subjective well-being (Hojman,
Miranda, and Ruiz-Tagle, 2016; Zurlo, Yoon, and Kim, 2014), but the symptoms decrease as
debt levels decline (Hojman, Miranda, and Ruiz-Tagle, 2016). One study, for example, found no
negative impact on subjective well-being once credit card balances dropped below $2,500 (Bell
etal., 2014).

However, one recent study suggests that the type of debt is more important than the
amount of debt, at least when it comes to the level of subjective well-being and life satisfaction
(Greenberg and Mogilner, 2020). Some findings suggest that the type of debt may even be
related with retirement timing (Butrica and Karamcheva, 2018; Butrica and Karamcheva, 2013).
Many studies suggest a clear distinction between the impact of secured and unsecured debt on
well-being, with the latter exerting a decidedly more negative impact on well-being (Hojman,
Miranda, and Ruiz-Tagle, 2016; Lusardi, Mitchell, and Oggero, 2018; Zurlo, Yoon, and Kim,
2014).

Focusing on the individual types of debt, the relationship of housing debt and retirement
security is complex. Given that more well-off workers qualify for prime mortgage loans, they
are able to build more wealth by the time they reach retirement than they would otherwise,
whereas less well-off enjoy no such wealth-building benefit so that buying a home with an
expensive mortgage loan that they are unable to repay by the time they retire may exacerbate
their financial vulnerability in old age (Pew Charitable Trusts, 2015). Also, although holding a

mortgage in retirement seems to be correlated with a lower level of financial satisfaction, once



financial capability and beliefs are controlled for, this relationship disappears (Seay et al., 2015).
Mortgages also show no relationship with subjective well-being (Brown, Taylor, and Wheatley
Price, 2005).

The relationship is clearly negative for some other types of debt, such as student loans
and credit card debt, among others. Carrying student debt in retirement can have a substantial
negative impact on the financial well-being of retirees. Student loans have been found to have a
negative impact on retirement savings (Elliott, Grinstein-Weiss, and Nam, 2013) and on capital
accumulation more generally (Elliott, Grinstein-Weiss, and Nam, 2013b). Other research
suggests that the negative impact of student debt may manifest itself primarily through reduced
consumption and an increase in credit card or other types of debt rather than lower retirement
savings (Rutledge, Sanzenbacher, and Vitagliano, 2016). An estimate by Munnell, Hou, and
Webb (2016) suggests that if working-age households held as much student debt as recent
college graduates, an additional 4.6 percent of households would be at risk of inadequate income
in retirement. The reason why student debt may hurt financial well-being in retirement more
than some other sources of debt is that it generally cannot be discharged in bankruptcy and can
lead to reductions in federal payment such as Social Security benefits (Government
Accountability Office, 2014). Student debt has also been found to be negatively related to
health, including self-rated health and psychological problems (Kim and Chatterjee, 2019), as
well as life satisfaction (Greenberg and Mogilner, 2020) and subjective well-being (Archuleta,
Dale, and Spann, 2013; West, Shanafelt, and Kolars, 2011).

For credit card debt, arguably more worrisome than the amount of debt is whether or not
credit cards are used expensively, that is, whether credit card holders exhibit behaviors consistent
with high-interest borrowing, including making only minimum payments, paying late fees,
paying over-the-limit fees, or using credit cards for cash advances. A survey of adults ages 51-
61 suggests that this might be the case, as 39 percent of respondents used credit cards
expensively (de Bassa Scheresberg and Lusardi, 2014). In addition to its negative financial
impact, credit card debt has been linked to negative impacts on mental health, particularly for
persons in the middle of the income distribution (Hodson Dwyer, and Neilson, 2014), and with
lower subjective well-being (Bell et al., 2014).

While there is much less research available on other sources of debt, the established

pattern of the relationship remains broadly similar: unsecured debt, especially if unexpected or
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expensive, has a negative impact on the well-being of borrowers. For example, medical debts
are among the common reasons for emergency withdrawals from 401(k) accounts (Collinson,
Rowey, and Cho, 2020), which may adversely impact retirement security. Conversely, research
finds that army emergency relief fund borrowing does not adversely impact subjective well-
being, presumably because these loans bear no interest (Bell et al., 2014).

Beyond the amount and type of debt, the research on possible links of other
characteristics of debt with individual well-being is scant. However, elements such as the
duration of holding debt, timing of incurring debt, or interactions between different types of debt
may also be linked with well-being over the adult life course, including in retirement. Using the
credit bureau data on debt, the present study will examine how different characteristics of debt
held by older adults vary by age and over time, thereby improving our understanding of the
dynamics of debt at older ages and, by extension, providing useful information for future studies

of the implications of holding debt at older ages.

Data and Methods

We use financial data from a major credit bureau for a nationally representative 2 percent
random sample from more than 250 million consumer records. The data cover the years 2010
through 2019 and follow the same consumers over time. Consumer records include more than
124 depersonalized variables covering various types of credit—including the number of trade
lines (e.g., credit cards, auto loans), total credit available, total balance, amounts past due, debt in
collections, and bankruptcies and foreclosures. They also include a nationally recognized credit
score that is becoming increasingly utilized by creditors and covers more consumers than
traditional scores.

Consumer records also include age, but do not include other demographic information.
They also lack information on income and assets. For additional information about consumers
and their conditions, we use geographic identifiers to match zip-code level data from the
American Community Survey on neighborhood characteristics, including racial and ethnic
composition, median household income, homeownership, median housing prices, housing cost
burdens, and unemployment rates.

Our analyses focus on adults ages 50 and older and their financial security at different

ages. We create several measures of total debt. Our primary measure captures balances on open
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trades plus balances on derogatory trades—those charged off or in collections. Specifically, this
measures includes mortgages (first mortgages, second mortgages, and home equity lines of
credit), credit cards, auto loans, student loans, other debt (debt not captured in the other
categories, including installment loans, personal business loans, and credit loans), and debt in
collections. Our collections measure includes both medical and nonmedical collections.
However, our data extract does not enable us to distinguish the original source of nonmedical
collections (e.g., credit cards versus student loans, etc.). A second measure of debt excludes debt
in collections and a third measure of debt represents only non-mortgage debt. All debt values are
in 2019 dollars.

These data provide a more accurate description of the debt and financial health of
Americans than is conveyed in self-reported data. However, they differ from other commonly
reported data sources, such as the Survey of Consumer Finances, in some important ways. First,
while our data provides a nationally representative sample of consumers with credit, they
naturally exclude those without credit or those who use alternative sources of credit. According
to the most recent survey, 6 percent of adults are unbanked because they do not have a checking,
savings, or money market account. Among those who are unbanked, around two-fifths use
alternative financial services such as check cashing services, payday loans, and paycheck
advances. Additionally, 16 percent are underbanked because they have a bank account but use
alternative financial services. These services are typically more expensive than mainstream
financial services (Board of Governors of the Federal Reserve System, 2019). Second, our data
are extracts of the credit bureau data in August of each year. So consumers who typically pay
off their balances each month and would self-report that they do not have any balances could
appear in our analysis with balances, depending on their payment date and the date of the data
extract. Third, our data include individuals rather than households. Thus, spouses who cosign
loans will each show up in our analysis with the same total loan balance. The second and third
difference, one could argue, overstate both the share of consumers with debt and the value of
their debt. We would argue, however, that these data accurately capture debt held by individuals
at a point in time. If, for example, someone who regularly pays off his or her credit card balance
suddenly loses their job and cannot pay off their balance, our analysis accurately reflects what
they owe, whereas self-reported data in other surveys may miss it. Similarly, if someone’s

spouse dies, they are still responsible for the debt and our analysis reflects what they owe.
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Finally, our measure of debt is more comprehensive than what is captured by most self-reported
surveys because we also include other debt on open trades and debt in collections.

In addition to analyzing total debt and its sources, we also analyze financial health using
indicators of delinquent payments, debt in collections, bankruptcy, foreclosure, and credit
utilization. We also examine credit scores. Credit score ranges vary depending on the model. In
our analysis, good credit scores range from 661 to 780 and are considered prime. Near prime
credit scores range from 601 to 660, subprime credit scores are below 601, and super prime
credit scores are above 780.

We then estimate fixed-effects linear probability regression models of the likelihood of
falling into and exiting spells of poor credit over a 10-year period for those with good credit in
2010. We define good credit as credit scores that are prime or super prime and poor credit as

credit scores that are near prime or subprime. We use the following equation:

Vitsz = Bo + B1Ageits; + P2DEBTis, + P3OTHER, + Ap + Vs + Eitsz

where subscripts i, t, s, and z index consumers, years, states, and zip codes, Yits: indicates whether
consumers have poor credit; Ageits: captures their age; DEBTits; measures the value of debt from
different sources, including mortgages, credit cards, auto loans, student loans, other debt, and
collections; and OTHERz measures the characteristics of consumers’ zip codes. The model also

includes year and state fixed effects (4t and ys). The main coefficient of interest is 2.

Results

In this section we present our findings. We begin by analyzing changes in total debt and
its sources over time. Next, we analyze individual changes in total debt over time and the
sources attributed to those changes. We then describe how the previous patterns of debt vary by
zip code characteristics. Next, we examine various measures of financial health. Finally, we
present regression results for the likelihood of falling into and exiting poor credit and the sources

of debt correlated with those likelihoods.
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Changes in Total Debt Over Time

Among consumers ages 50 and older who use mainstream financial services, around 9 in
10 have debt that includes balances on open trades plus debt in collections. The other 1 in 10
without debt have open trades, which is why they are in the sample, but they have paid off these
balances and they do not have debt in collections.® Over time, the share of older adults holding
debt changed very little—declining slightly from 90 to 88.8 percent between 2010 and 2019
(Figure 1). Among those with debt, the median amount declined from $23,800 to $20,300
between 2010 and 2013, likely reflecting the slow recovery from the Great Recession, and then
remained fairly constant through 2019.

The next figures look more carefully at how debt changes at different ages and how this
pattern has changed over time. Figure 2 examines the share of older adults with debt. The first
panel considers total debt and the second panel focuses on debt excluding collections. Because
many older adults are homeowners with outstanding mortgage balances and because mortgage
debt comprises the largest share and value of overall debt for most adults, the third panel
considers non-mortgage debt—that is debt plus collections, but excluding mortgages. Generally,
the proportion of indebted older adults remains fairly high and constant until the ages of 68 to 70
when it begins to decline with age much more steeply. A significant portion of older adults has
debt in collections, thus excluding it reduces the share with debt in 2019 by as much as 13
percentage points for the youngest and 8 percentage points for the oldest in our sample. Between
2010 and 2019, the share of indebted adults remained fairly constant for those under age 80, but
declined slightly for those ages 80 and older.

Although the share of the oldest-old with debt has declined over time, their indebtedness
increased. In contrast, the share of younger-old with debt remained fairly constant over time;
however, their indebtedness declined (Figure 3). Between 2010 and 2019, the median value of
total debt among those with debt declined for those ages 50 to 68 and increased for those ages 69
and older. The pattern of debt excluding collections is similar. However, the pattern of non-
mortgage debt looks very different. At all ages, the median value of non-mortgage debt
increased between 2010 and 2019; however, the percentage increase was significantly larger for

those ages 68 and older than for their younger counterparts.

1 As mentioned earlier, these data naturally exclude close to 20 percent of adults of all ages who do not use
mainstream financial services (Board of Governors of the Federal Reserve System, 2019).
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Changes in Sources of Debt Over Time

Figures 4a through 4f examine age-related trends in sources of debt and how they have
changed between 2010 and 2019. As expected, the share of older adults with mortgage debt
declined with age in both years; however, the trend lines cross at age 70 (Figure 4a). Thus,
adults ages 50 to 69 are less likely to carry mortgage debt in 2019 than in 2010, and the
difference is substantial. For example, 46.6 percent of 50-year olds had mortgages in 2010,
compared with only 39.8 percent in 2019. In contrast, adults ages 70 and older are more likely to
have mortgage debt in 2019 than in 2010.

The share of older adults with credit card debt rises somewhat with age until around 75,
and then declines dramatically (Figure 4b). Between 2010 and 2019, the percentage of older
adults with credit card debt increased slightly for adults ages 50 to 59 and declined slightly for
those ages 78 and older. While the prevalence of auto loans (Figure 4c) and student loans
(Figure 4d) declines with age, both are significantly more common among older adults in 2019
than in 2010. It is likely that older adults are taking out some of these loans for their children
and grandchildren, although we cannot be certain from the data. The share of older adults with
other debt (Figure 4e) and debt in collections (Figure 4f) also declines with age; however, the
prevalence of these sources of debt has not changed much over time.

Among those with different sources of debt, Figures 5a through 5f depict the age-related
changes in the median value of those sources of debt and how their patterns have changed over
time. Not surprising, mortgage debt declines with age as homeowners pay down their loans or
downsize (Figure 5a). Between 2010 and 2019, however, there is a noticeable increase in the
median value of mortgage debt among adults ages 67 to 85. Among those with credit card debt,
the median value increased between 2010 and 2019 across all ages (Figure 5b). Among those
with auto loans, the median value increased over time for adults under age 80, particularly those
ages 50 to 59, and declined for those ages 80 to 89 (Figure 5¢). Among those with student loans,
the median value dramatically increased between 2010 and 2019 for many ages, but particularly
for those ages to 50 to 59 (Figure 5d). For example, the median value of student loan debt
increased $6,800 for 50-year-olds from $14,300 in 2010 to $21,100 in 2019. The median value
of other debt dramatically increased between 2010 and 2019 across all ages (Figure 5e), while

the median value of debt in collections dramatically declined over the same time period (Figure

5f).
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Since the median value of total debt declined between 2010 and 2019, while most of its
sources increased over the same period, it is plausible that the overall decline in total debt is
attributable primarily to population aging rather than the trend of deleveraging among older
adults. In other words, since we do not observe that people carry less debt at any given age, but
we know that people tend to have less debt as they age, the fact that the average age of our
sample increases over time due to population aging could largely account for less debt that it has
in 2019 compared to 2010. Indeed, the only component of debt that appears to decline over time
across all ages is debt in collection (since the prevalence remained roughly constant over time,
but the median value declined substantially for all ages). In fact, the lifecycle aspect of the
decline in debt propelled by population aging seems to be strong enough that it is not offset by
the fact that at ages 68 and older the overall median debt is actually higher in 2019 than in 2010,
while the prevalence of debt is effectively unchanged.

Table 1 describes the patterns in debt and changes over time for specific age groups. It
clearly shows that while the value of total debt and debt plus collections declines with age, adults
ages 50 to 69 are less indebted and those ages 70 to 89 are more indebted today than they were in
2010. Still, even in 2019, the youngest old have significantly more debt than the oldest old. In
2019, median total debt was $34,700 for those ages 50 to 59 and $21,700 for those ages 60 to 79,
down from $45,300 and $26,100, respectively, in 2010. In contrast, it was $10,800 for those
ages 70 to 79 and $2,400 for those ages 80 to 89, up from $6,800 and $1,500, respectively, in
2010. Median non-mortgage debt increased between 2010 and 2019 across all ages. In 2019,
median non-mortgage debt was $12,600 for those ages 50 to 59, $8,100 for those ages 60 to 69,
$4,600 for those ages 70 to 79, and $1,700 for those ages 80 to 89. Outstanding balances have
increased over time across all age groups on mortgages (except for 60-69 year olds), credit cards,
auto loans (except for 80-89 year olds), student loans, and other debt. Collections have declined
over time for all age groups.

Figure 6 shows the average share each source contributes to total debt by age and year.?
As expected, mortgages are the largest source of debt for 50-59 year-olds, followed by credit
cards, collections, auto loans, other debt, and student loans. At the other end of the age range,
credit cards are the largest source of debt for 80-89 year-olds, followed by mortgages,

collections, auto loans, other debt, and student loans. Between 2010 and 2019, adults ages 50 to

2 This differs from the share of average total debt from each source.
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69 experienced a relatively large decline in the share of total debt from mortgages. This decline
is entirely offset by the combined increase in the share of total debt from auto loans and credit
cards. In contrast, those ages 70 to 89 experienced a relatively large decline in the share of total
debt from credit cards. This decline was offset by an increase in the share of total debt from auto
loans, followed by mortgages. We show a much larger share of total debt from credit cards than
some other studies (Li, 2019). This could happen if our data include a lot of people who pay off
their monthly credit card balances, but whose balances were still positive at the time of the credit
bureau data extract. To the extent that this explains our higher share of credit card debt, our
analysis still accurately captures the amount of credit card debt owed at the time and which, even

if intended, might not be paid off each month.

Individual Changes in Debt Over Time

Next, we follow individuals from 2010 through 2019 to track changes in their debt and
present the findings according to their age in 2010. Nearly a third (31.2 percent) of older adults
experienced an increase in their debt between 2010 and 2019—the increases ranged from 32.2
percent of those ages 50 to 59 to 22.4 percent of those ages 80 to 89 (Table 2). The average
increase in debt among those experiencing an increase was $53,600—ranging from $16,500 for
80-89 year-olds to $66,100 for 50-59 year-olds—with the majority of the increase in total debt
attributable to an increase in mortgage debt.

Excluding mortgage debt, the average increase in debt was $15,000—ranging from
$5,000 for 80-89 year-olds to $18,100 for 50-59 year-olds. The biggest driver of the increase in
non-mortgage debt is attributable to auto loans. For 50-59 year-olds, 39 percent of their increase
was from auto loans, 22 percent from other sources, 20 percent from credit cards, 13 percent
from student loans, and 6 percent from debt in collections.

Around two-thirds of older adults, regardless of age, experienced a decline in debt
between 2010 and 2019. The average decline in debt among those experiencing a decline was
$86,000—ranging from $30,400 for 80-89 year-olds to $99,200 for 50-59 year-olds. Again, the
majority of the decline in total debt can be attributed to a reduction in mortgage debt as people
pay down, pay off, or downsize their mortgages.

The average decline in non-mortgage debt was $17,900—ranging from $7,400 for 80-89
year-olds to $20,800 for 50-59 year-olds. For adults under age 70, the biggest driver of declining
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non-mortgage debt was attributable to auto loans. For those ages 70 and older, the decline in
debt was driven primarily by a decline in credit card debt.

Focusing on the change in debt between 2010 and 2019 understates the year-to-year
variation in debt that some consumers experience. Figure 7 compares the change in the value of
debt between 2010 and 2019 (absolute value) with the difference between the highest and lowest
values of debt in the same 10-year period. Overall, the median absolute change in debt between
2010 and 2019 is $24,300, but the median difference between the highest and lowest values is
$43,500. Even excluding mortgage debt, the story is similar. The median absolute change
between 2010 and 2019 in non-mortgage debt is $7,300, but the median difference between the
highest and lowest values is more than twice the amount at $19,900.

Differences in Debt by Zip Code Characteristics
Zip Code Level Median Household Income

We begin by looking at differences in debt by median household income in zip codes.
Similar to HUD’s methodology for determining program eligibility by comparing individuals’
incomes against the Area Median Income (AMI), we define our zip code-level income groups by
comparing median household income in one’s zip code to median household income in their
county. High-income zip codes are those with median household incomes that are at least 120
percent of the county median income and low-income zip codes are those with median household
incomes that are 80 percent of the county.

We generally find that median total debt, among those with debt, is highest among older
adults in high-income zip codes and lowest among those in low-income zip codes (Figure 8).
Differences in median debt by zip code median income are largest for consumers ages 50-59 and
those ages 60-69; however, these differences narrow over time. For example, the ratio of debt in
high-income zip codes to debt in low-income zip codes was 4.8 in 2010 and 4.4 in 2019 for 50-
59 year-old residents. In contrast, differences in median debt by zip code median income are
significantly smaller for adults ages 70 to 79, but they increased somewhat over time. For
example, the ratio of debt in high-income zip codes to debt in low-income zip codes was 1.1 in
2010 and 1.5 in 2019 for 70-79 year-old residents. Especially interesting is that 80-89 year-old
residents in high-income zip codes carry the same amount of debt as their counterparts in low-

income zip codes, and this pattern is evident across the 10-year observation period. Because the
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largest source of debt for most Americans is their mortgage and because those with low incomes
are less likely to be homeowners, we also examined patterns of non-mortgage debt by zip code-
level household income (Figure 9). Generally, we find that the patterns of non-mortgage debt
mirror those observed for total debt with two notable differences. The first is that the difference
in debt between residents in high- and low-income zip codes is considerably smaller. The
second is that this difference has increased slightly over time for all age groups as residents in
high-income zip codes have experienced larger increases in debt over time than their
counterparts in low-income zip codes. It is important to emphasize that high levels of debt do
not necessarily reflect poor financial health. In fact, we find that mean credit scores are
significantly higher among residents in high-income zip codes than they are for those in low-
income zip codes (not shown).

Lastly, we analyze differences between residents in high- and low-income zip codes in
the sources of their debt in 2019 (Figure 10). For high-income residents, we find that a
significantly large share of their debt comes from mortgages, particularly at younger ages, and
from credit cards, particularly at older ages. Low-income residents owe a smaller share of their

debt to mortgages and credit cards, but a significantly larger share of their debt to collections.

Zip Code Level Percentage of White and Nonwhite Residents

Next we examine differences in debt by the percentage of white and nonwhite zip code
residents. We define a zip code as having a high percentage of nonwhite residents if less than 50
percent of its residents are white non-Hispanic. Figure 11 shows large differences in debt for 50-
59 year-olds and 60-69 year-olds residing in zip codes with a high percentage of white residents
compared with their counterparts who reside in zip codes with a high percentage of nonwhite
residents. For 50-59 year-olds, this difference has narrowed over time, but for 60-69 year-olds it
has increased somewhat. The pattern is very different for adults ages 70 and older. Among 70-
79 year-olds, median debt was higher in 2010 for those living in zip codes with a high percentage
of nonwhite residents than it was for those living in zip codes with a high percentage of white
residents. Between 2010 and 2019, median debt increased significantly more for those living in
predominantly white zip codes than it did for those living in predominantly nonwhite areas. As a
result, the trend lines cross each other in 2014 and median debt is slightly higher for 70-79 year-

olds living in mostly white zip codes than it is for those living in most nonwhite zip codes. In

19



contrast, median debt for 80-89 year-olds is higher for those living in nonwhite zip codes than it
is for those living in mostly white zip codes.

A similar story emerges when considering non-mortgage debt. Among adults under age
70, those living in mostly white zip codes carry more debt than those living in mostly nonwhite
zip codes (Figure 12). Moreover, the difference between white and nonwhite zip codes has
increased over time. Among adults ages 70 and older, in contrast, those residing in mostly white
zip codes have less debt than their counterparts in mostly nonwhite areas. Additionally, the
difference in debt values between white and nonwhite zip codes has declined over time—
particularly for 70-79 year-olds. Again, we find that mean credit scores are significantly higher
among consumers who reside in areas with a high percentage of white residents than they are for
those who reside in areas with a high percentage of nonwhite residents (not shown).

Finally, we examine the sources of debt in 2019 and how they differ between residents
living in predominantly white versus nonwhite neighborhoods (Figure 13). Except for those ages
80 to 89, older adults living in mostly white zip codes have a significantly larger share of their
debt in mortgages than their counterparts living in mostly nonwhite zip codes. Except for those
ages 50 to 59, older adults in predominately white areas also carry a larger share of their debt in
credit cards than their counterparts in predominately nonwhite areas. In contrast, residents in
mostly nonwhite zip codes have a significantly larger share of their debt in collections than

residents in mostly white zip codes.

Financial Health

It is important to note that the amount of debt older adults carry is not necessarily a
problem as long as they can service their debt. The inability to do this is concerning for anyone
who assumes debt, but particularly so for older adults. Once they retire and no longer have
earnings, can they still afford to make their monthly payments? In addition, as people age they
are increasingly likely to experience life changing events, such as a catastrophic health episode
(Johnson, Mermin, and Uccello, 2006). Not only might such events make servicing their original
debt more difficult, but older adults might take on more debt to get through these periods. For
example, borrowing to pay for expensive hospital bills. In this section, we assess the financial

health of older adults using different measures.
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Credit Score

Credit scores generally increase with age until the early 80s when they begin declining
(Figure 14a). Not long ago, it was reported that the average FICO credit score hit an all-time
high of 706 (Singletary, 2019). In our analysis, we also observe a 20-point increase between
2010 and 2019 in average credit scores over all consumers ages 18 and older; however, the
increase is driven entirely by consumers under age 50 (not shown). Figure 14a shows that
average credit scores declined between 2010 and 2019 for consumers ages 50 and older—
particularly those ages 75 and older. This pattern is also reflected in the age distribution of
subprime scores (Figure 14b). They decline dramatically with age until around age 80 when they
flatten out. Moreover, consumers with subprime scores are less prevalent in 2019 among adults
ages 50 to 55, but more prevalent among those ages 74 and older. Finally, the share of
consumers with super prime credit scores increases with age until around 80 and then declines at
the oldest ages (Figure 14c). While the prevalence of super prime scores declined in 2019 across

all ages, the decline was particularly pronounced for those over age 80.

As shown in Figure 15, the majority of adults ages 80 to 89 have super prime credit scores,
followed by prime, near prime, and then subprime credit scores. In contrast, adults ages 50 to 59
are most likely to have prime credit scores, followed by super prime, subprime, and near prime
credit scores. Between 2010 and 2019, the share of older adults with super prime credit scores
declined dramatically, particularly for those ages 80 to 89. Offsetting this decline, the share of
older adults with prime credit scores increased, again most dramatically for the oldest ages.
Subprime credit scores are most likely among adults ages 50 to 59, followed by those ages 60 to
69 and those ages 70 to 79. Adults ages 80 to 89 are least likely to have subprime credit scores.
Between 2010 and 2019, the share of older adults with subprime credit scores remained fairly
constant. In contrast, the share with super prime scores declined for all age groups, but
particularly for those ages 80 and older. Thus, based on credit scores, there is no evidence that
older adults have become financially healthier over time. If anything, the evidence suggests that

the oldest ages have become less financially healthy.
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Late Payments, Foreclosures, Bankruptcies, and Collections

Other measures of financial health suggest that older adults were financially healthier in
2019 than they were in 2010. Snapshots of 2010 and 2019 reveal that relatively few older adults
have payments past due, delinquent mortgages, foreclosures, or bankruptcies (Figure 16a).
Moreover, the share of older adults experiencing any of these events has declined between 2010
and 2019. While this finding points to an increase in financial health, those ages 70 to 89, and
particularly those ages 80-89, experienced smaller improvements in these measures of financial
health over this time period than their younger counterparts. Still, it is important to consider the
frequency of these events over longer periods. The share who have ever experienced one of
these events between 2010 and 2019 is considerably higher than the incidence in either of these
two years (or any other single year). For example, 3.2 percent of older adults had payments past
due in 2010 and only 2.1 percent had payments past due in 2019. Between 2010 and 2019,
however, 12.8 percent had payments past due. For the most part, financial health improves with
age—with 16 percent of adults ages 50 to 59 experiencing late payments at some time between
2010 and 2019 compared with only 6.8 percent of those ages 80 to 89.

Another measure of financial health is having debt in collections. The proportion of
older adults with debt in collections is significantly higher than the other measures of financial
health (Figure 16b). Moreover, the share remains fairly high in both 2010 and 2019. In 2019,
about a third of adults age 50 to 59, a quarter of those ages 60 to 69, and close to a fifth of those
ages 70 to 79 and those ages 80 to 89 had debt in collections. Between 2010 and 2019, more
than two-fifths of the 50-59 year-olds, a third of 60-69 year-olds, and around a quarter of 70-79
year-olds and 80-89 year-olds ever had debt in collections.

The amount delinquent and in collections declines with age and over time. Overall the
median balance on payments past due was $2,000 in 2010, but only $700 in 2019 (Figure 17a).
The median mortgage balance for those with late payments was $165,100 in 2010 and $94,300 in
2019 (Figure 17b). Likewise, the median amount owed for those with debt in collections
declined from $2,600 in 2010 to only $1,600 in 2019 (Figure 17c).

Capacity to Borrow

The benefits of establishing credit lines and paying bills on time is that it increases

people’s ability to borrow money relatively quickly when emergencies or other unexpected
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events arise. Next we consider older adults’ capacity to borrow by examining their credit
utilization—the total debt they carry on open trades relative to their total credit limit. The lower
their credit utilization, the greater their capacity to borrow. As expected, older adults are more
highly leveraged at the youngest ages, with mortgages and student loans outstanding, than they
are at the oldest ages. With higher rates of credit utilization, the youngest old have less capacity
to borrow than the oldest old. In 2010, for example, 35.8 percent of 50-59 year-olds, but only
14.6 percent of 70-79 year-olds and 8 percent of 80-89 year-olds had borrowed at least 75
percent of their credit limit (Figure 18). By comparison, only 39 percent of adults ages 50 to 59,
but 71.1 percent of those ages 70 to 79 and 84.3 percent of those ages 80 to 89 had borrowed less
than half of their credit limit. While credit utilization changed little over time for those under
age 70, it increased slightly for those ages 70 and older. Between 2010 and 2019, for example,
the proportion of older adults with credit utilization rates of at least 50 percent increased from
28.9 to 34.5 percent for 70-79 year-olds and from 15.7 to 19.9 percent for 80-89 year-olds. Thus
their capacity to borrow has declined over time.

Sources of Debt Associated with Financial Health

People can fall into poor credit for many personal reasons, such as a job loss, divorce or
widowhood, or a catastrophic health event. Oftentimes these events lead them to make late debt
payments or look into taking out loans or open new credit cards. When credit companies see
delinquencies, inquiries, and new credit lines, this often results in lower credit scores. We
examined the likelihood of falling into poor credit among those with good credit in 2010. We
define poor credit as having near prime or subprime credit scores—that is, credit scores of 660 or
lower. Between 2011 and 2019, we find that 21.3 percent of all older adults experienced at least
one spell of poor credit—14.4 percent experience one spell, 5 percent experience two spells, and
less than 1 percent experience 3 or more spells (Table 3). Both the youngest and oldest in our
sample have the highest likelihoods of experiencing spells of poor credit, with 22.8 percent of
50-59 year-olds and 22.3 percent of 80-89 year-olds experiencing at least one spell of poor credit
between 2011 and 2019. This contrasts with 18.5 percent of 70-79 year-olds and 17.9 percent of
60-69 year-olds. There are also large differences by zip-code characteristics—with residents in
low-income zip codes and high nonwhite zip codes more likely to experience spells of poor

credit than their counterparts. For example, 26.7 percent of residents in low-income zip codes
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experience spells of poor credit compared with only 16.6 percent of their counterparts in high-
income zip codes. In addition, residents in low-income zip codes are more likely than those in
high-income zip codes to experience multiple spells.

The average spell duration among those who experience spells of poor credit is 2.4 years.
Nearly half (49.2 percent) of older adults have spells lasting up to a year, but 15.3 percent have
spells that last 5 or more years.® Residents in low-income zip codes and those in high nonwhite
zip codes are least likely to have spells of only one year and most likely to have spells lasting at
least 5 years. For example, 46.7 percent of residents in low-income zip codes have spells of only
a year, but 17.1 percent have spells of 5 or more years. In contrast, 51.7 percent of residents in
high-income zip codes have spells of one year, but only 13.5 percent have spells of 5 or more
years.

Next we consider the relationship between sources of debt and spells of poor credit.*
Models 1 and 2 examine the likelihood of entering a poor credit spell, while Models 3 and 4
examine the likelihood of exiting a poor credit spell (Table 4). The models control for the value
of debt (in $10,000) from different sources, as well for age, year, state of residence, and zip code
characteristics.

Of the sources of debt we examine in Model 1, credit card debt is the most correlated
with the likelihood of falling into poor credit, followed by medical collections, nonmedical
collections, student loans, other debt, and mortgage debt. A $10,000 increase in credit card
balances is correlated with an increase in the likelihood of falling into poor credit of nearly 5
percentage points. The amount of medical collections and nonmedical collections also has a
relatively highly association with the probability of experiencing poor credit. A $10,000
increase in the medical collections relates to a 3.8 percentage point increase in the likelihood of
poor credit. Student loans and mortgage debt are also positively correlated with the probability

of experiencing poor credit, but the association is significantly smaller.

3 Our data are annual snapshots. While some spells could last less than a year, we can only be certain that they
didn’t last more than a year.

4 Our choice of control variables is limited because the credit bureau data does not include personal information,
other than age, that might predict credits scores and changes in credit scores. We are further limited because many
of the variables in the credit bureau data, such as delinquencies, inquiries, and recency of new credit, are used by the
credit bureau models to generate credit scores. Because these and many of the other variables in the credit bureau
data we have access to are highly correlated with credit scores, we exclude them from our models and focus on the
sources of debt and how they correlate with credit scores, rather than attempt to establish causality.
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Because credit scores are highly correlated with collections, Model 2 excludes older
adults who ever had debt in collections and focuses on the sources of debt outside of collections
that may influence poor credit. Again, credit card debt is the most correlated with the likelihood
of falling into poor credit. A $10,000 increase in credit card balances relates to a 4 percentage
point increase in the probability of experiencing poor credit. Student loans, other debt, and
mortgage debt (in that order) are also positively correlated with poor credit. In contrast, auto
loans are negatively correlated with poor credit. However, the correlation is significantly smaller
and weaker than the other sources of debt.

Next we examine the relationship between sources of debt and the likelihood of exiting
from poor credit spells. As expected, nearly all sources of debt we capture have a negative
relationship with exiting poor credit spells. That is, the larger the value of debt the less likely
one will improve their credit score enough to move into a good credit rating. In Model 3, credit
card debt is the most correlated with the likelihood of exiting poor credit, followed by medical
collections, nonmedical collections, student loans, other debt, and mortgage debt. A $10,000
increase in credit card debt is associated with a 3.3 percentage point reduction in the probability
of exiting a spell of poor credit, and a $10,000 increase in medical collections is associated with
a 1.7 percentage point reduction in exiting poor credit.

Excluding older adults who ever had debt in collections in Model 4, credit card debt still
is the most correlated with exiting poor credit. A $10,000 increase in credit card debt is related
to a 3.9 percentage point reduction in the probability of exiting poor credit. Mortgage debt has a
larger influence on the odds of escaping from poor credit than it does on the likelihood of falling
into poor credit. For example, a $100,000 increase in mortgage debt is correlated with a 1.3
percentage point reduction in exiting poor credit. Again, auto loans have the opposite effect on
exiting poor credit than the other sources of debt we examine. This may reflect that for many
financially disadvantaged adults, automobiles are not luxuries. Instead, they are necessities for
working to escape their dire circumstances. However, the correlation is significantly smaller and

weaker than the other sources of debt.
Discussion

As Americans have become increasingly indebted over time, understanding the factors

influencing indebtedness is increasingly important and can help policymakers design policies
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that discourage debt, thus enhancing private retirement savings so that retirees become less
dependent on Social Security benefits. Using data from a major credit bureau, we find that older
Americans have become decreasingly indebted since the Great Recession. This trend, however,
may be at least partly driven by population aging as people generally deleverage as they age.
Moreover, it masks the increase in indebtedness among older adults after age 70. Not only are
they more indebted, but our findings suggest that their financial health—reflected by their credit
scores and capacity to borrow—has also worsened over time.

We further find that where people live matters for their use of debt at older ages. Older
adults from socioeconomically disadvantaged areas carry debt well into their retirement years,
whereas those who live in wealthier zip codes appear to deleverage as they age. This finding
suggests that older adults who are less well-off may heavily rely on debt to support their standard
of living in retirement.

Finally, we find that, more than other sources of debt, credit card debt is the most highly
correlated with spells of poor credit—increasing both the likelihood of experiencing a spell and
reducing the likelihood of exiting a spell. This has negative implications for consumers ages 70
and older since credit cards are their largest source of non-mortgage debt.

The rise in debt among the oldest Americans is especially concerning because the
likelihood of experiencing a negative event that jeopardizes ones’ financial security increases
with age. The onset of health problems, losing a job, or becoming widowed or divorced can
have serious negative effects on retirement savings. Johnson, Mermin, and Uccello (2006) find
that more than two-thirds of those age 70 and older experience a negative event over a nine- or
10-year period and simultaneously a large decline in wealth. High levels of debt could

exacerbate the impact of any impending negative shocks.
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Figures

Figure 1. Percentage of Adults Ages 50-89 With Debt and Median Debt Among Those with Debt
(Thousands of 2019 Dollars)
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Figure 2. Percentage of Adults Ages 50 to 89 with Debt
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Figure 3. Median Debt Among Adults Ages 50 to 89 with Debt (Thousands of 2019 Dollars)
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Figure 4a. Percentage of Adults Ages 50 to 89 with Mortgage Debt
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Figure 4b. Percentage of Adults Ages 50 to 89 with Credit Card Debt
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Figure 4c. Percentage of Adults Ages 50 to 89 with Auto Loans
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Figure 4d. Percentage of Adults Ages 50 to 89 with Student Loans
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Figure 4e. Percentage of Adults Ages 50 to 89 with Other Debt
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Figure 4f. Percentage of Adults Ages 50 to 89 with Debt in Collections
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Figure 5a. Median Value of Mortgages Among Adults Ages 50 to 89 with Mortgages (Thousands
of 2019 Dollars)
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Figure 5b. Median Value of Credit Card Debt Among Adults Ages 50 to 89 with Credit Card
Debt (Thousands of 2019 Dollars)
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Figure 5¢c. Median Value of Auto Loans Among Adults Ages 50 to 89 with Auto Loans
(Thousands of 2019 Dollars)
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Figure 5d. Median Value of Student Loans Among Adults Ages 50 to 89 with Student Loans
(Thousands of 2019 Dollars)
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Figure 5e. Median Value of Other Debt Among Adults Ages 50 to 89 with Other Debt
(Thousands of 2019 Dollars)
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Figure 5f. Median Value of Collections Among Adults Ages 50 to 89 with Debt in Collections
(Thousands of 2019 Dollars)
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Figure 6. Mean Share of Total Debt from Sources Among Adults Ages 50 to 89 with Debt
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Figure 7. Median Value of Change in Debt Between 2010 and 2019 and Lowest and Highest
Years (Thousands of 2019 Dollars)
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Figure 8. Median Debt Among Adults Ages 50 to 89 With Debt, by Median Household Income within Zip Codes (Thousands of 2019
Dollars)
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Figure 9. Median Non-mortgage Debt Among Adults Ages 50 to 89 With Debt, by Median Household Income within Zip Codes
(Thousands of 2019 Dollars)
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Figure 10. Mean Share of Total Debt from Sources Among Adults Ages 50 to 89 with Debt in 2019, by Median Household Income
Within Zip Codes
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Figure 11. Median Debt Among Adults Ages 50 to 89 with Debt, by Percentage of White and Nonwhite Zip Code Residents
(Thousands of 2019 Dollars)
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Figure 12. Median Non-mortgage Debt Among Adults Ages 50 to 89 with Debt, by Percentage of White and Nonwhite Zip Code

Residents (Thousands of 2019 Dollars)
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Figure 13. Mean Share of Total Debt from Sources Among Adults Ages 50 to 89 with Debt in 2019, by Percentage of White and
Nonwhite Zip Code Residents
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Figure 14a. Mean Credit Scores Among Adults Ages 50 to 89
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Figure 14b. Percentage of Adults Ages 50 to 89 with Subprime Credit Scores
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Figure 14c. Percentage of Adults Ages 50 to 89 with Super Prime Credit Scores
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Figure 15. Distribution of Credit Scores Among Adults Ages 50 to 89
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Figure 16a. Financial Health of Adults Ages 50 to 89 Using Different Measures
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Figure 16b. Financial Health of Adults Ages 50 to 89 Using Different Measures

Percentage with Collections
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Figure 17a. Median Value of Debt Among Adults Ages 50 to 89 with Late Payments or in
Collections
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Figure 17b. Median Value of Debt Among Adults Ages 50 to 89 with Late Payments or in

Collections
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Figure 17c. Median Value of Debt Among Adults Ages 50 to 89 with Late Payments or in

Collections
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Figure 18. Distribution of Debt to Credit Limit Ratio (Credit Utilization) Among Adults Ages 50
to 89
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Tables

Table 1. Sources of Debt and Median Value of Debt Among Adults Ages 50 to 89

50-59 60-69 70-79 80-89 All

2010 2019 2010 2019 2010 2019 2010 2019 2010 2019
Percentage with Debt
Total Debt 93.5% 92.8% 91.7% 90.8% 86.2% 86.6% 73.2% 70.7% 90.0% 88.8%
Debt Excl. Collections 80.0% 80.5% 83.0% 81.5% 79.9% 79.8% 66.7% 63.2% 79.8% 79.1%
Non-Mortgage Debt 91.8% 91.5% 89.8% 89.2% 84.5% 84.9% 71.7% 68.9% 88.3% 87.2%
Mortgage 46.6% 39.5% 40.7% 35.4% 25.4% 27.7% 11.9% 13.5% 38.4% 33.3%
Credit Card 67.5% 70.2% 73.3% 72.8% 72.7% 72.9% 61.4% 58.0% 69.6% 70.4%
Auto Loan 30.5% 38.4% 25.8% 31.8% 16.1% 24.4% 7.0% 10.7% 24.7% 30.7%
Student Loan 6.8% 8.2% 3.2% 50% 1.1% 19% 0.7% 1.0% 4.3% 5 2%
Other 18.9% 19.4% 16.3% 16.4% 11.5% 12.3% 6.3% 5.8% 15.8% 15.7%
Collections 32.9% 31.2% 23.4% 22.9% 16.4% 15.5% 13.0% 12.9% 25.6% 23.5%
Median Value Among Those with Source (thousands of 2019 dollars)
Total Debt $45.3 $34.7 $26.1 $21.7 $6.8 $10.8 $1.5 $2.4 $23.8 $20.2
Debt Excl. Collections $68.2 $49.9 $31.8 $27.3 $6.8 $12.6 $1.4 $2.6 3$30.7 $25.7
Non-Mortgage Debt $10.6 $12.6 $7.0 $8.1 $2.9 %46 $1.1 $1.7 $6.8 $7.9
Mortgage $144.4 $146.9 $120.9 $117.7 $90.2 $104.1 $72.5 $79.8 $128.3 $126.2
Credit Card $3.8 $4.1 $2.7 $3.1 $1.6 $2.2 $0.8 $1.2 $2.6 $3.0
Auto Loan $14.5 $16.0 $14.0 $14.3 $12.3 $12.6 $10.9 $9.9 $14.0 $14.6
Student Loan $14.4 $19.5 $13.4 $16.1 $12.0 $13.8 $12.6 $12.7 $14.0 $17.8
Other $5.6 $6.5 $5.6 $.9 $4.3 $.3 $2.3 $3.8 $5.3 $6.0
Collections $2.9 $1.9 $2.4 $1.5 $1.9 $1.3 $1.6 $1.1 $2.6 $1.6
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Table 2. Change in Debt and Sources of Debt Between 2010 and 2019 Among Adults Ages 50 to 89

Share of Mean Change in Debt

Shareof  Mean Credit Auto Student
Adults Change Mortgage Card Loan Loan  Other Collections

Increase in Total Debt

50-59 32.2% $66. 1 80% 4% 7% 3% 4% 1%
60-69 31. 3% $46. 8 81% 4% 8% 1% 4% 1%
70-79 28. 0% $23.8 77% 6% 8% 2% 3% 4%
80-89 22. 4% $16.5 77% 6% 7% 2% 2% 7%
All 31. 2% $53. 6 80% 4% 8% 3% 4% 1%
Increase in Non-Mortgage Debt

50-59 43. 9% $18.1 0% 20% 39% 13% 22% 6%
60-69 41. 0% $12.9 0% 23% 41% 6% 23% 7%
70-79 33.1% $7.7 0% 26% 36% 6% 17% 15%
80-89 24. 6% $5.0 0% 27% 28% 6% 11% 27%
All 41. 1% $15.0 0% 21% 39% 11% 22% 7%
Decrease in Total Debt

50-59 66. 3% -$99. 2 89% 3% 2% 1% 3% 3%
60-69 65. 9% -$84. 2 87% 3% 3% 1% 3% 3%
70-79 65. 3% -$48. 3 83% 5% 5% 0% 4% 3%
80-89 65. 0% -$30. 4 79% 7% 6% 1% 4% 4%
All 66. 0% -$86. 0 88% 3% 2% 1% 3% 3%
Decrease in Non-Mortgage Debt

50-59 53. 9% -$20. 8 0% 22% 25% 9% 22% 23%
60-69 55. 4% -$17. 4 0% 25% 27% 5% 25% 18%
70-79 59. 1% -$10.9 0% 30% 28% 2% 24% 16%
80-89 61. 6% -$7. 4 0% 34% 26% 3% 19% 18%
All 55. 2% -$17.9 0% 24% 26% 7% 23% 20%
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Table 3. Distribution of Spells and Duration of Poor Credit Among Adult Ages 50 to 89

Zip Code Characteristics

Share of
Median Household Nonwhite
Age Group Income Residents
All 50-59 60-69 70-79  80-89 High Low Low High
Spells of Poor Credit
0 79.7 77.2 82.1 815 77.7 83.5 73.3 81.4 71.7
1 14.4 15.9 12.8 13.8 17.2 11.9 18.7 13.3 19.9
2 5.0 59 4.3 4.1 5.2* 4.0 6.8 4.5 7.2
3+ 0.9 1.1 0.7 0.6 - 0.7 1.2 0.8 1.3
Mean  1.33 1.36 1.33 1.29 1.25 1.33 1.35 1.33 1.35
Duration of Spells Among Those with
Spells
1 49.2 48.3 49.4 51.2 54.6 51.7 46.7 50.0 46.8
2 19.6 19.2 20.0 20.3 20.5 19.4 19.6 19.6 19.8
3 9.8 10.1 9.9 9.0 7.4 9.5 10.1 9.8 10.1
4 6.1 6.3 6.1 5.6 4.3 5.9 6.6 6.0 6.4
5+ 15.3 16.0 14.7 13.8 13.3 13.5 17.1 14.6 16.9
Mean 2.4 2.5 2.4 2.3 2.2 2.3 2.6 2.4 2.6

Note: * Represents 2 or more spells of poor credit.

57



Table 4. Regression Coefficients of the Relationship Between the Value of Debt and the Likelihood of Entering and Exiting Poor

Credit Spell
Model 1 Model 2 Model 3 Model 4

Coeff. Std. Err. Coeff. Std. Err. Coeff. Std. Err. Coeff. Std. Err.
Likelihood of Entering Poor Credit Spell
Mortgages 0. 0001 *** 0.0000 0. 0001 *** 0. 0000
Credit Cards 0. 0495 *** (0. 0003 0. 0404 *** 0. 0003

-0. -0.

Auto Loans 0001 0. 0001 0002 *** 0.0001
Student Loans 0. 0020 *** 0.0002 0. 0008 *** 0. 0002
Other 0. 0003 *** (0. 0001 0. 0002 *** (. 0000
Medical Collections 0. 0381 *** 0. 0050
Nonmedical
Collections 0.0125 *** 0.0034
Mortgages 0. 0001 *** 0. 0000 0. 0001 *** 0. 0000
Observations 7,386,306 6,155,668
Likelihood of Exiting Poor Credit Spell
Mortgages -0. 0012 *** 0. 0001 -0. 0013 *** (0. 0002
Credit Cards -0. 0332 *** (. 0008 -0. 0391 *** 0.0016
Auto Loans -0. 0013 0. 0009 0.0043 ** 0.0017
Student Loans -0. 0052 *** 0. 0008 -0. 0014 0.0017
Other -0. 0027 *** (0. 0008 -0. 0019 0. 0012
Medical Collections -0. 0167 *** 0. 0027
Nonmedical
Collections -0. 0061 *** 0. 0007
Observations 567,445 194,873

Note: Debt values are measured in $10,000. Model 2 and Model 4 exclude those who ever had debt in collections. All models also include age, year, state

dummies, and zip code characteristics.
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