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This article summarises the key results from the latest survey carried out for the Bank by 
NMG Research about the state of household finances.  There was little change in the proportion of
households who reported problems with their unsecured debt, although there was a small increase
in the proportion of mortgagors having difficulty paying for their mortgage.  The share of overall
income accounted for by households reporting either type of problem was relatively small,
suggesting that any impact on aggregate consumer spending is likely to have been muted.  The most
common explanations given for debt problems were temporary cash-flow shortfalls and
overspending;  the most popular way of resolving these issues was to cut back spending.  Very few
households said they considered bankruptcy a solution to their debt problems.   

The state of British household finances:
results from the 2006 NMG Research
survey
By Matt Waldron and Garry Young of the Bank’s Monetary Assessment and Strategy Division.

Introduction

The rapid increase in household debt in recent years has 
raised questions about the ability of people to repay what 
they owe.  This could have implications for monetary policy 
if debt problems were widespread and those affected cut 
their spending sharply.  A box in the November 2006 
Inflation Report (page 15) concluded that the implications of
recent debt repayment problems for monetary policy are likely
to be small.  That is because the households experiencing
difficulties repaying their debt likely account for a small
proportion of overall consumer spending.  It could also have
implications for financial stability if a significant number of
households were to default on their debts.  To throw light on
the extent of debt problems, this article investigates the
financial position of a sample of households that is
representative of the British population. 

In September 2006, NMG Research surveyed a representative
sample of around 2,000 people and asked them how much
debt their household owed, whether they found this to be a
burden, whether they felt constrained in the amount they
could borrow and their attitudes to bankruptcy.  Those who
said they were experiencing some difficulty in keeping up with
their debt payments were asked what had caused this and
what they intended to do about it.(1) The box on page 403
contains more details about how the survey was conducted.

The survey is the fourth that the Bank has commissioned 
NMG Research to conduct on household finances.(2) Taken

together with information from successive waves of the British
Household Panel Survey (BHPS), it sheds light on trends in the
extent of financial stress at the household level throughout the
British population.  

Distribution of debt

As in past surveys, debt was not evenly distributed across the
households who participated.  While 57% of households had
some debt, 43% had none (Table A).  These proportions had
hardly changed since 1995.  Debt was heavily concentrated
among mortgagors, who owed 96% of the outstanding stock

(1) The raw survey data are provided at
www.bankofengland.co.uk/publications/quarterlybulletin/nmgsurvey2006.xls.

(2) See Barwell, May and Pezzini (2006) for details of the 2005 survey.

Table A Percentages of households with secured and unsecured
debt(a)

BHPS BHPS NMG NMG NMG
1995 2000 2004 2005 2006

None 46 45 42 43 43
Unsecured only 15 15 23 20 22
Secured only 19 18 13 16 14
Both 21 21 22 21 21

Sources:  BHPS, NMG Research surveys and Bank calculations.

(a) The 2006 NMG survey did not contain questions about second homes and mortgages.  As a result, the
figures in Table A exclude mortgages that outright owners and renters may have on second properties.
Figures from past surveys have been recalculated to be consistent with the 2006 survey.  Figures may not
sum to 100 due to rounding.


