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Tough political choices to reduce 
government spending have been a prevalent 
feature of successful past consolidations.

Demographics, and globalization's pressure on 
laborers, are making it harder for governments 
to reduce social benefits.

LEVELS OF PUBLIC DEBT IN DEVELOPED 
MARKET (DM) ECONOMIES HAVE DRIFTED 
UPWARD, BUT MANY GOVERNMENTS 
SEEM RELUCTANT TO ACT

HISTORY SUGGESTS THREE HALLMARKS  
OF SUCCESSFUL DEBT CONSOLIDATION

PREVAILING CONDITIONS ARE CHALLENGING 
FOR FUTURE EFFORTS TO BRING DOWN DEBT
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WILL DEVELOPED ECONOMIES TACKLE THEIR MASSIVE PUBLIC DEBTS?

Low government interest rates 
relative to growth are also significant.

Higher central bank 
interest rates will 
raise the cost of 
servicing debt.

A currency depreciation tailwind boosts 
chances of success even further.

Doing little

Actively
managing

GOVERNMENT
DEBT CONTROL

Debt level rising 
 relative to GDP since the

global financial crisis

•  European voter austerity fatigue

•  Longer-term secular trend 

WHY DEBT IS RISING 

DM
ECONOMIES

•  U.S. tax cuts
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NEXT STEPS

For more information, contact your J.P. Morgan representative.

WILL GOVERNMENTS ACT ON DEBT?

SHORT TERM
Continuing higher 
debt levels

LONG TERM
Debt consolidation
lowering growth and/or 
interest rates projections

Potential risk
to central bank
independence

LIKELY SOME CHANCE WARNING

GOVT
DEBT

GOVT
DEBT

Pressure 
building 

We believe the trend toward higher debt burdens 
may continue for some time. Fiscal authorities will 
have less firepower in the next downturn.

In the longer term, we see some potential for debt 
consolidation e�orts to result in lower interest rate 
projections, but the impact on growth is ambiguous. 

If governments do not look to reduce debt levels 
in the long run, we anticipate that central banks 
will face growing political pressure to provide a 
monetary solution.
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shown herein. References to future returns for either asset allocation strategies or asset classes are not promises of actual returns a client portfolio may achieve. Because 
of the inherent limitations of all models, potential investors should not rely exclusively on the model when making a decision. The model cannot account for the impact that 
economic, market, and other factors may have on the implementation and ongoing management of an actual investment portfolio. Unlike actual portfolio outcomes, the 
model outcomes do not reflect actual trading, liquidity constraints, fees, expenses, taxes and other factors that could impact the future returns. The model assumptions 
are passive only – they do not consider the impact of active management. A manager’s ability to achieve similar outcomes is subject to risk factors over which the manager 
may have no or limited control. The views contained herein are not to be taken as advice or a recommendation to buy or sell any investment in any jurisdiction, nor is it a 
commitment from J.P. Morgan Asset Management or any of its subsidiaries to participate in any of the transactions mentioned herein. Any forecasts, figures, opinions or 
investment techniques and strategies set out are for information purposes only, based on certain assumptions and current market conditions and are subject to change 
without prior notice. All information presented herein is considered to be accurate at the time of production. This material does not contain sufficient information to 
support an investment decision and it should not be relied upon by you in evaluating the merits of investing in any securities or products. In addition, users should make 
an independent assessment of the legal, regulatory, tax, credit and accounting implications and determine, together with their own professional advisers, if any investment 
mentioned herein is believed to be suitable to their personal goals. Investors should ensure that they obtain all available relevant information before making any investment. 
It should be noted that investment involves risks, the value of investments and the income from them may fluctuate in accordance with market conditions and taxation 
agreements and investors may not get back the full amount invested. Both past performance and yield are not a reliable indicator of current and future results. 

For the purposes of MiFIDII, the JPM Market Insights and Portfolio Insights programs are marketing communications and are not in scope for any MiFIDII / MiFIRrequirements 
specifically related to investment research. Furthermore, the J.P. Morgan Asset Management Market Insights and Portfolio Insights programs, as non-independent research, 
have not been prepared in accordance with legal requirements designed to promote the independence of investment research, nor are they subject to any prohibition on 
dealing ahead of the dissemination of investment research.
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