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Policy Reaction and Market Performance in the US Post-Crisis Debt Deleveraging Cycle
LIU Jingrong LU He LIU Shijia
(Debt Capital Markets Department, CITIC Securities)

Abstract This paper analyzes the policy initiatives and their effects in the US debt deleveraging cycle after the
subprime crisis and draws qualitative conclusions by observing subsequent market trends.The study shows that in
the post-crisis debt deleveraging cycle in the US,the private sector downsized spontaneously,while the government
increased leverage to prop up the economy.A loose but stable monetary policy in support of economic recovery was
crucial,while rapid and aggressive macroeconomic policy measures were the core factors that enabled the US to
quickly exit the debt deleveraging cycle.Analyzing the economic and debt deleveraging cycles in the US helps in
the understanding of China's current situation of high macro leverage and provides a reference for the nation's policy
response to the debt deleveraging cycle.
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