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Many investors have been raising the question as to the level of margin debt in the United States 
and the viability of a correction for the US equity market. And this is often a statistic that is 
misunderstood by many out there. Investors often point to the absolute level of margin debt 
relative to where it's been historically, suggesting that when margin reaches certain levels, it is 
a danger sign, when in fact, that's not the case at all. We have to think of margin in context of the 
proportion of the overall margin debt to the market cap of the S&P 500, for example. In this case, 
where we would become more concerned is when that proportion of margin debt starts to reach 
extreme levels. But this isn't the case that we have today. In fact, if we look at the proportionate 
level of margin debt today to where we've been over the last 10 years, it's actually at the lower 
end of margin. 

Now, the reason why margin debt is high is because again, investors treat margin in proportion 
to their overall account. If I'm an investor and I'm going to maintain 10% margin in my account, 
then as the market moves higher, my margin will move higher proportionately. So that's again 
why we need to look at margin debt not in absolute terms, but more in relative terms to the market 
cap of the S&P 500 and, in this case, the absolute level of margin debt is actually very low. And 
therefore, in our view, margin debt is actually not a concern for investors to worry themselves 
with today. 
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