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China’s Silent Squeeze: When Borrowing Becomes
a Way of Life

“It is not households that have failed the economy — it is the
economy that has failed to give households a fair choice.”

Behind China’s towering GDP figures and glittering
skylines lies a quieter story—one told not through
export data or industrial output, but through
everyday lives stretched thin by rising personal
debt. This pressure isn't geopolitical or industrial.
It is deeply personal. And it's becoming a way of
life.

Over the past decade, China’s household debt has
surged. But the numbers only tell part of the story.
The deeper truths lie in how debt is used, who
carries it, and what it reveals about the structural
imbalances. Unlike advanced economies, where
household borrowing is mostly concentrated in
mortgages or education loans, China’s debt is
more fragmented—spanning consumer credit,
informal loans, and speculative real estate. It is
also more socially corrosive.

A Culture Shift in Borrowing

Digital finance has reshaped credit access in
China. Apps like Alipay, WeBank, and JD Finance
make borrowing as easy as a swipe. What began
as a story of financial inclusion has evolved into a
behavioral shift.

Young Chinese, especially millennials and Gen Z,
are at the heart of this change. Raised during
decades of double-digit growth, many became
accustomed to rising incomes and material
comfort. Yet in today’s slower economy, spending
patterns remain, often propped up by credit. Over
75% of consumers under 35 hold at least one
form of consumer loan, often revolving around e-
commerce, travel, and lifestyle spending.

Unlike their parents who saved before spending,
this generation spends first and repays later.
Financial independence is giving way to financial
interdependence, often supported by family and
digital borrowing. China’s “cashless economy” is
no longer just a payment revolution—it's a
behavioral one.

Debt Inequality: Who Bears the Burden

Beneath the national debt figures lies a stark
divide. Families earning less than 60,000 yuan per
year face a debt-to-income ratio of 286%, while
wealthier households shoulder far lighter burdens.
Lower-income families often turn to informal or
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non-bank lenders, exposing themselves to high
interest rates and predatory practices.

Savings are no cushion. While the national
household savings rate hovers around 32% of
disposable income, this average conceals a
troubling truth: the households most in debt are
also those with the least savings, leaving them
especially vulnerable to shocks.
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By the end of 2024, household debt in China
reached 60% of GDP—up from 51% in 2018.
That's still lower than in economies like
Switzerland (125%), Australia (112%), or Canada
(99.6%), but China’s pace of debt accumulation is
among the fastest in the world.

The debt burden is also regionally uneven.
Wealthier provinces like Zhejiang and cities like
Shanghai carry higher leverage, often driven by
property speculation. In contrast, households in
rural and inland areas borrow for more basic
needs: education, healthcare, and job survival.

Real Estate: From Asset to Trap

For years, real estate served as both shelter and
savings for Chinese households. Homeownership
was a primary path to wealth. But as housing
prices stagnate—especially in lower-tier cities—
the promise of property is beginning to fade.
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Many households now hold mortgages on
depreciating homes, especially those bought
during the boom years from 2015 to 2019. Second
or third properties often sit vacant, yielding no
rental income, yet requiring regular repayments.
The result: strained household finances and
weakened consumer confidence.

With property values no longer rising reliably,
households are less inclined to borrow or spend.
That reluctance feeds a broader slowdown in
consumption, creating a negative feedback loop.

The Human Cost of Over-Borrowing

Perhaps the most sobering consequence of rising
debt is not financial, but social. Up to 83 million
Chinese are reportedly in arrears. Between 25 and
34 million may already be in default. Yet China
lacks a formal personal bankruptcy law, offering
borrowers few avenues for relief.

Instead, many fall into informal debt enforcement
systems. “Cuigou” call centers pursue borrowers
and their relatives relentlessly. Financial failure
often leads to “shesi”—social death—where
individuals lose not just their credit, but their
community.

Those flagged by the social credit system face
even deeper consequences: travel bans, job
restrictions, and public shaming. In a society
where personal reputation and social standing are
paramount, debt has quietly become a source of
isolation and stigma.

A Narrow Policy Toolbox

Authorities are not blind to the risks. China has
tightened rules on peer-to-peer lending, reduced
mortgage rates, and capped loan-to-value ratios.
Yet these moves treat symptoms, not root causes.

The broader system remains tilted toward
production, not consumption. Social safety nets—
especially for migrant and informal workers—are
limited. Without stronger protections in health,
pensions, and unemployment insurance,
households are forced to save more and borrow
more—often simultaneously.

Structural reforms such as hukou liberalization
and rural land rights remain politically sensitive.
Meanwhile, efforts to expand affordable housing
and improve financial literacy are underway, but
progress is slow.
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A Fragile Path Ahead

Household consumption in China is projected to
grow just 3—-4% annually over the next decade—
far below what’s needed to rebalance the
economy away from exports and investment.
Demographic headwinds, sluggish wage growth,
and a weak property market will continue to weigh
on spending.

But the real threat may be psychological. As
households turn inward, cut spending, and focus
on repayment, the once-shared vision of
prosperity risks giving way to quiet disillusionment.
Without deeper reform, household debt will
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become more than just an economic constraint—
it will be a societal one.

In a country where growth has long symbolized
opportunity, the rising dependence on credit tells
a different story. It's not that Chinese households
have failed the economy. It's that, increasingly, the
economy has left them no choice.
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