Consumer Borrowing Picks Up, Student Loans Surpass $1 Trillion, NEIL SHAH, Updated Nov. 14, 2013 7:07 p.m. ET, WSJ.com
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Household debt outstanding grew the most in the third quarter of 2013 since 2008, but was 11% below its
peak of $12.68 trillion in the third quarter of 2008. Meanwhile, student debt outstanding crossed $1 trillion.
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Americans stepped up their borrowing in the third quarter, signaling stronger consumer demand, but borrowers fell further behind on repaying the nation's $1 trillion in student loans.

Household debt outstanding, which includes mortgages, credit cards, auto loans and student loans, rose $127 billion between July and September to $11.28 trillion, the first increase since late last year and the biggest in more than five years, Federal Reserve Bank of New York figures showed Thursday.

Mortgage balances, the biggest part of household debt, increased by $56 billion amid fewer foreclosures, while Americans bumped up their auto-loan balances by $31 billion.

At the same time, the amount of education loans outstanding, which has increased every quarter since the New York Fed began tracking these figures in 2003, rose $33 billion to surpass $1 trillion for the first time, according to this measure. The share of student-loan balances that were 90 or more days overdue rose to 11.8% from 10.9%, even as late payments on other debts dropped.

The report suggests Americans have made substantial progress shedding the debt they accumulated before the financial crisis—a process called "deleveraging"—and are gradually borrowing more again. If Americans feel comfortable taking on more debt, that could fuel consumer spending and boost a recovery that has struggled for years to take off.

A big driver of the latest uptick in debt, said New York Fed economist Donghoon Lee, is that the forces that have pushed down mortgage balances for years—Americans losing homes to foreclosure or going bankrupt—are easing.

While consumers look better, they aren't piling on debt. Thursday's report suggested a rise in mortgage rates this summer damped originations of new mortgages, which dropped slightly last quarter. Growth in credit-card debt was weaker than in the prior quarter—a sign consumers aren't using plastic to splurge.

"We're probably most of the way done with consumer deleveraging, but we need to see consumer credit, and specifically credit-card debt, move higher," said Omair Sharif, an economist at RBS.

Overall, the nation's indebtedness remains 11% below the peak of $12.7 trillion five years ago.

Ashley and Milo Moreno are among those borrowing more. The couple this summer took on a mortgage to purchase a condominium in Chicago. "We're definitely pretty comfortable and safe with our jobs," said Ms. Moreno, 27 years old, who works in human resources at a downtown financial-trading firm.

Yet the couple hasn't moved quickly to furnish their new digs, which look "a little bit on the empty side," Ms. Moreno said. They're still getting used to their new $1,700-a-month mortgage bill, and leery of taking on credit-card debt. "We're still cautious," Ms. Moreno said.

In general, Americans are finding it easier to stay current on their bills, the report showed. Mortgage-delinquency rates fell to 4.3% from 4.9% in the previous quarter, and similar rates for auto loans have fallen to 3.4%.

But America's rising student-loan debt has some economists worried. Student-loan balances have roughly tripled since 2004. About 9% of all consumer debt is now student loans, up from 3% a decade ago, according to the New York Fed's figures, which are based on credit reports.

Separate surveys by the Consumer Financial Protection Bureau of private lenders have estimated that student debt passed $1 trillion in late 2011.

Americans with better educations tend to earn more, making higher education a good value. And some of the recent rise in student debt is from a weak economy that has encouraged people to go to school amid high tuition costs.

But mounting student debts are likely to be harder to pay off if the tepid economic recovery keeps a lid on wages.

Unlike most other types of consumer debt, student debt is hard to discharge in bankruptcy. A heavy student-loan burden also can tarnish a young person's credit, impeding the buying of homes. That, in turn, could restrain consumer spending and the broader economy.
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