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The outstanding credit debt of private non-financial corporations doubled from the height of the financial crisis
in 2008 to early 2020. At the onset of the pandemic in March 2020, businesses added a record $52.1 billion in credit
debt to their balance sheets. However, according to a new study, as other sources of financing became available
and businesses adapted to the pandemic, outstanding loan balances with banks declined for eight consecutive
months.

The study "Trends in Canadian business debt financing: Before and during COVID-19" looks at the types of credit
debt private non-financial corporations incurred prior to and during the COVID-19 pandemic, and examines how
they used that liquidity to weather the economic turbulence during this period.

Chart 1
Change in outstanding debt financing through the COVID-19 pandemic
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1. Non-mortgage loans from others include government lending.
2. The change in debt securities represents the net transaction over the month.
3. The change in loans represents the difference between the outstanding balance at the end of the month versus the prior month end.
Source(s): Table 36-10-0639-01.

https://www150.statcan.gc.ca/en/catalogue/13-605-X202100100003
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610063901
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The outstanding credit debt of private non-financial corporations doubles from the height
of the financial crisis in 2008 to early 2020

Business credit prior to the 2008 financial crisis was growing at a more modest pace relative to gross domestic
product (GDP). By the end of 2020, business credit had more than doubled, with the debt-to-GDP ratio accelerating
sharply, even prior to the emergence of COVID-19.

In nominal terms, businesses owed $600 billion at the end of 2007. From 2008 onwards, the trajectory of
debt-to-GDP steepened as economic growth slowed and new crises emerged, such as the oil shock beginning
in 2014, and more recently, the global COVID-19 pandemic.

At the onset of the pandemic, the outstanding credit debt of private non-financial corporations totalled $1.7 trillion
and represented just under 72% of GDP.

Businesses took on a record amount of credit debt at the onset of the pandemic, but the
sources of funds have shifted dramatically

In March 2020, businesses added a record $52.1 billion in credit debt to their balance sheets. This financing was
mainly in the form of bank loans, as businesses likely drew upon existing credit facilities with financial institutions to
cover current and anticipated expenses in light of the high levels of uncertainty at the beginning of the pandemic.

The spike in non-mortgage borrowing from chartered banks of $50.1 billion in March 2020 shattered the previous
record of $15.0 billion set the previous year. At the same time, currency and deposit assets rose $49.1 billion to
$600.9 billion at the end of the first quarter, indicating that much of this cash may not have been spent immediately,
and instead accumulated as a buffer in response to the emerging crisis.

However, as other sources of financing became available, outstanding non-mortgage loan balances with banks
began eight consecutive months of decline, including record paybacks in May ($15.5 billion) and June
($20.2 billion). Government programs and other borrowing facilities filled the need for financing in the months
following the initial stay-at-home orders, and in many cases, did so with attractive terms, including zero-interest
rates and future loan forgiveness.

On a cumulative basis, from the start of the pandemic up to December 2020, business's non-mortgage loan
liabilities with banks decreased $14.3 billion overall, despite the strong March borrowing, while total debt financing
rose $89.3 billion over the same period. This was the result of increasing non-mortgage loan balances with
government and the net issuance of debt securities.

Definitions, data sources and methods: survey numbers 1806, 1901, 5285 and 5334.

The document "Trends in Canadian Business Debt Financing: Before and During COVID-19," which is part of
Latest Developments in the Canadian Economic Accounts (13-605-X), is now available.

The Economic Accounts Statistics Portal, accessible from the Subjects module of our website, features an
up-to-date portrait of national and provincial economies and their structure.

The User Guide: Canadian System of Macroeconomic Accounts (13-606-G) is available.

The Methodological Guide: Canadian System of Macroeconomic Accounts (13-607-X) is available.

For more information, or to enquire about the concepts, methods or data quality of this release, contact us
(toll-free 1-800-263-1136; 514-283-8300; STATCAN.infostats-infostats.STATCAN@canada.ca) or Media
Relations (613-951-4636; STATCAN.mediahotline-ligneinfomedias.STATCAN@canada.ca).
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