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1. “General Government Debt,” Global Debt Database, International Monetary Fund, September 2023.
See following page for important disclosure.

US government debt reached 121% of the value of the 

country’s gross domestic product (GDP) last year.1 Many 

investors have expressed concern over the impact that 

servicing this level of debt could have on the stock market. 

But the historical data show little relation between the two. 

Since 1975, there have been 153 observations of a country 

exceeding 100% debt/GDP for a year. Stocks were up for 

that country/year in 104 of the 153, or about two-thirds of 

the time.

There are numerous examples of countries carrying high 

debt for extended periods. Italy and Belgium have both been 

over 100% debt/GDP in more than 30 of the past 48 years. 

Meanwhile, their stock markets have returned an average of 

10.8% and 12.0% per year, respectively. Japan has been 

over 200% since 2010 while its market averaged close to 

6% per year over that period.

Stock markets set prices to the point where investors have a 

positive expected return given current information. Country 

debt is a slow-moving variable, so it’s sensible that current 

prices reflect expectations about the effect of government 

debt. And it’s unsurprising to see stock performance has 

generally been positive even amid high-debt conditions.

Fourth quarter 2023

Wes Crill, PhD, Senior Investment Director and Vice President, Dimensional Fund Advisors

INDEBTED 
General government debt, percent of GDP vs. stock market return for developed 
markets, 1975–2022



135209

Country Debt and Stock Returns

3

Past performance is no guarantee of future results. 
Debt figures are based on General Government Debt data from the Global Debt Database published by the International Monetary Fund. MSCI index returns are net dividends, in 
USD. MSCI data © MSCI 2024, all rights reserved.
Disclosures
The information in this material is intended for the recipient’s background information and use only. It is provided in good faith and without any warranty or representation as to 
accuracy or completeness. Information and opinions presented in this material have been obtained or derived from sources believed by Dimensional to be reliable, and Dimensional 
has reasonable grounds to believe that all factual information herein is true as at the date of this material. It does not constitute investment advice, a recommendation, or an offer of 
any services or products for sale and is not intended to provide a sufficient basis on which to make an investment decision. Before acting on any information in this document, you 
should consider whether it is appropriate for your particular circumstances and, if appropriate, seek professional advice. It is the responsibility of any persons wishing to make a 
purchase to inform themselves of and observe all applicable laws and regulations. Unauthorized reproduction or transmission of this material is strictly prohibited. Dimensional 
accepts no responsibility for loss arising from the use of the information contained herein.
This material is not directed at any person in any jurisdiction where the availability of this material is prohibited or would subject Dimensional or its products or services to any 
registration, licensing, or other such legal requirements within the jurisdiction.
“Dimensional” refers to the Dimensional separate but affiliated entities generally, rather than to one particular entity. These entities are Dimensional Fund Advisors LP, Dimensional 
Fund Advisors Ltd., Dimensional Ireland Limited, DFA Australia Limited, Dimensional Fund Advisors Canada ULC, Dimensional Fund Advisors Pte. Ltd., Dimensional Japan Ltd., and 
Dimensional Hong Kong Limited. Dimensional Hong Kong Limited is licensed by the Securities and Futures Commission to conduct Type 1 (dealing in securities) regulated activities 
only and does not provide asset management services.
RISKS
Investments involve risks. The investment return and principal value of an investment may fluctuate so that an investor’s shares, when redeemed, may be worth more or less than 
their original value. Past performance is not a guarantee of future results. There is no guarantee strategies will be successful.
Dimensional Fund Advisors LP is an investment advisor registered with the Securities and Exchange Commission.
Investment products: • Not FDIC Insured • Not Bank Guaranteed • May Lose Value
Dimensional Fund Advisors does not have any bank affiliates.
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