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Trends in household non‑mortgage loans: The evolution of
Canadian household debt before and during COVID‑19
by Michael Daoust and Matthew Hoffarth

Introduction
Policy makers and financial markets pay close attention to household debt to assess prospects for economic
growth as well as risks to financial stability.1 In the Bank of Canada’s recent Financial System Review2 household
indebtedness was identified as one of the key vulnerabilities3 in the financial system. It warrants monitoring due
to the potential impact it may have on the economy and the fiscal health of Canadian households and those who
lend to them. When it comes to debt, households rely on two principal forms of financing. The first, mortgage
debt, involves the incurrence of a debt obligation related to the purchase of a property with the latter serving as
the collateral. The recent and rapid accumulation of mortgage debt and its potential impact on the financial system
continues to be discussed at length in the news and among policy‑makers especially given the strength of the
Canadian housing market over the course of the pandemic.4 The pandemic’s effect on mortgage borrowing was
reviewed in an earlier segment of this COVID‑19 debt series in a paper titled “Trends in the Canadian Mortgage
Market: Before and during COVID‑19”, which focused on the record amount of new mortgage debt drawn in 2020
despite pandemic restrictions.5 The second form of financing, and the one on which this review will focus, involves
non‑mortgage debt, which is the incurrence of a liability to obtain funds that can be directed to a wide variety of
uses. The importance of this type of debt was discussed at length in the Bank of Canada’s annual Financial System
Review, with non-mortgage loans accounting for 32% of all outstanding debt as of March 2021, and mortgage
debt comprising the remaining 68%.6 A general distinction can be drawn between non‑mortgage debt related to
consumption, such as the purchase of durable and non‑durable goods, and debt unrelated to current consumption,
including for investment in financial products or financing for the purchase of fixed assets including renovations.
Examples of these uses are provided in the appendix, although given the fungible nature of money, in most cases it
is impossible to ultimately determine the precise uses of non‑mortgage financing.

Household non‑mortgage debt’s growth leading up to, and during the pandemic
Household non‑mortgage debt in Canada has grown steadily since the mid‑1990s, as interest rates have continued
to decline from their peak in the early 1990’s, and credit has become easier to access. As banks tailored new credit
products to customers following the 1990’s recession, strong annual growth was observed beginning in 1997, which
continued for the next ten years with year‑over‑year growth reaching a peak in 2005. Following the financial crisis
in 2009, annual growth in non‑mortgage debt slowed, matching the rate of nominal gross domestic product (GDP)
where it has since remained. Non‑mortgage borrowing saw a small bump in February 2020, as fears about the
impacts of COVID‑19 began to set in and households stocked up on supplies and sought to bolster their financial
positions against an uncertain future. However, as lockdowns came into full effect and non‑essential businesses
were forced to close their doors in late March, household consumption plummeted, and the year‑over‑year growth in
non‑mortgage debt slowed to near zero in April. Despite resilient household incomes and the roll‑out of government
support measures to Canadians, households had few places to spend, and many used the pandemic lockdown
as an opportunity to save and pay down existing debt. As disposable incomes surged, May 2020 marked the
first year‑over‑year decline in the outstanding balance of non‑mortgage debt in nearly three decades. Growth
remained negative for the duration of 2020 and into 2021, with March 2021 balances still $11.5 billion below their
pre‑pandemic levels.

1. For example, “Understanding the Macro‑Financial Effects of Household Debt: A Global Perspective”, Alter Adrian, Feng Alan Xiaochen, Valckx Nico, IMF Working Paper, WP/18/76, 2018.
2. Financial System Review 2021, Bank of Canada – May 17th, 2021
3. With vulnerabilities defined by the Bank of Canada as “pre‑existing conditions that may exacerbate financial shocks and lead to financial stress or even crisis” (Financial System Review
2021).
4. For example, “Despite pandemic, Canadians take on record amount of mortgage debt in 2020”
5. Trends in the Canadian Mortgage Market: Before and during COVID‑19
6. Statistics Canada, Table 36‑10‑0639‑01, Credit liabilities of households.
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Chart 1
Growth in household non-mortgage debt
percent
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Source: Statistics Canada, Table 36-10-0639-01, Credit liabilities of households. Grey highlights denote recessionary periods.

Table 1
Average annual growth in household debt balances and nominal Gross Domestic Product (GDP)
1991-2000

2000-2009

2010-2019
percent

2020

2021 Q1

6.6
5.2
3.9

9.5
9.2
4.9

3.8
5.5
3.7

-1.9
7.0
0.4

-1.4
7.2
5.6

Annual percent growth
Household non-mortgage debt
Household mortgage debt
Nominal GDP

Source: Statistics Canada, Table 36-10-0639-01, Credit liabilities of households. Statistics Canada, Table 36-10-0103-01, Gross domestic product, income-based, quarterly.

Impact of COVID‑19 on household disposable income
As the effects of the pandemic intensified and the various levels of government issued stay‑at‑home orders in late
March, household labour incomes experienced a significant contraction with many workers facing widespread
layoffs, reduced hours, and modified work arrangements. Even as the income support measures were rolled out by
all levels of government to help those impacted by COVID‑19 restrictions, the aggregate compensation of employees
fell 8.5% in the second quarter of 2020.7 A key support for labour income involved the Canada Emergency Wage
Subsidy (CEWS) program for which companies could apply and receive funds to keep their staff on payroll so long as
they satisfied certain criteria; without this support, compensation of employees may have fallen by a much sharper
17% in the second quarter.8 Despite reduced compensation, the combined effects of the government’s Canadian
Emergency Response Benefit (CERB) and subsequent transition to the Canada Recovery Benefit (CRB), helped
propel disposable household incomes to record levels. While employee compensation rebounded as restrictions
eased into the third and fourth quarters of 2020, it had yet to fully recover to pre‑pandemic levels by the end of 2020;
however, by the first quarter of 2021 it had regained all lost ground and surpassed the levels from the end of 2019.
Government transfers to households remained 25.8% higher than the levels observed in the first quarter of 2020 as
the government supports continued to bolster incomes.9

7. Statistics Canada table 36‑10‑0112‑01 Current and capital accounts ‑ households.
8. Statistics Canada calculations derived from Quarterly Gross Domestic Product.
9. Statistics Canada table 36‑10‑0112‑01, Current and capital accounts ‑ households.
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Chart 2
Selected contributors to household disposable income
billions $CAD
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Source: Statistics Canada, Table 36-10-0112-01, Current and capital accounts - Households, Statistics Canada, Table 36-10-0118-01, Current and capital accounts - General Governments

Household expenditures decline in early 2020
As the various levels of government ordered the closure of all non‑essential businesses during the first lockdown
in early 2020, households were not able to easily access goods and services through traditional brick and mortar
retailers and retail sales declined 10.4% from February 2020 to March 2020. While in‑store sales plunged in March,
e‑commerce sales jumped 22.5% on a seasonally adjusted basis, as consumers moved online. The decline in
overall retail sales continued into April with overall sales down another 24.9%.10,11
The other side of the retail equation, household consumption expenditure (seasonally adjusted) recorded a sharp
decrease with the second quarter of 2020 declining 14.6% from the previous quarter, and down 14.7% from the
year prior.12 This marked both the largest monthly and year‑over‑year declines since this time series began in 1961.
While spending rebounded slightly throughout the summer as restrictions eased, household expenditure remained
suppressed for the remainder of the year. Despite an improving labour market, continued assistance from all levels
of government, and generally improved business conditions, net household expenditure ended the first quarter of
2021 2.6% below pre‑pandemic highs. Among the hardest hit industries were those related to travel, as well as
other service‑oriented industries with direct client interaction such as cinemas, bars, and restaurants. Although
expenditures declined, with the majority of consumers spending more time at home, specific industries saw large
increases, including outdoor furniture, used cars, and major appliances.

10. Statistics Canada table 20‑10‑008‑01, Retail trade sales by province and territory.
11. Statistics Canada table 20‑10‑0072‑01, Retail e‑commerce sales.
12. Statistics Canada table 36‑10‑0124‑01, Detailed household final consumption expenditure.
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Chart 3
Year-over-year growth in household expenditure
percent
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Source: Statistics Canada, Table 36-10-0124-01, Detailed household final consumption expenditure.

Chart 4
Select household expenditure changes from 2019Q4 to 2021Q1
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Source: Statistics Canada, Table 36-10-0124-01, Detailed household final consumption expenditure.

Strong households’ savings and reduced reliance on non‑mortgage financing
With disposable incomes surging and softening household expenditures, overall household sector savings–the
proportion of disposable income available to increase net worth–experienced significant growth through 2020,
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reaching the highest rate since this series’ inception in 1961.13 Both disposable incomes and the savings rate
remained elevated for the remainder of 2020 and into 2021, as continued support from all levels of government,
directly through transfers and indirectly through business subsidies, continued to buttress household incomes.
Over the course of the year and into the first quarter of 2021, households recorded four consecutive quarters
of double‑digit savings rates and nearly the same level of overall annual savings in 2020 as the previous seven
years combined.
Chart 5
Seasonally adjusted saving rate and annual growth in disposible income
percent
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Source: Statistics Canada, Table 36-10-0112-01, Current and capital accounts - Households

Excess household savings can be used to invest in housing and other structures, which adds to non‑financial
wealth, or households may purchase financial assets or reduce financial liabilities, which increases their net financial
worth. However, households may still purchase consumer goods or invest in housing without sufficient savings by
simply obtaining financing in the form of mortgage and non‑mortgage loans.

13. Statistics Canada table 36‑10‑0112‑01, Current and capital accounts.
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Chart 6
Selected transactions in households assets and liabilities
billions $CAD
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Source: Statistics Canada, Table 36-10-0578-01, Financial Flow Accounts

In 2020, investment in new fixed capital assets, primarily newly constructed residential structures, increased 10.8%
as an ebullient housing market pushed home prices upward. Households also added significantly to their net
financial worth as their transactions in financial assets exceeded those in liabilities (i.e., borrowing) for the first time
in decades. While households added over $205.6 billion to their currency and deposits14 during 2020, nearly double
the increase of the previous year, they also increased their investment in mutual funds. Robust savings also meant
less reliance by households on credit as they recorded a net reduction in non‑mortgage loan balances in 2020,
which remained into the first quarter of 2021.15

14. Currency and deposits represent the cash that households have in accounts with deposit‑taking institutions including fixed‑term deposits such as GICs as well as their holdings of physical
cash and coin.
15. Statistics Canada table 36‑10‑0112‑01, Current and capital accounts – households.
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Chart 7
Cumulative growth in personal deposits and credit card balances
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Source: Statistics Canada, Table 36-10-0639-01, Credit liabilities of households, Bank of Canada, Chartered bank selected liabilties: month-end
(formerly C2).

New non‑mortgage borrowing drops then hits record as servicing costs decline
With interest rates remaining at record lows throughout 2020, interest expenses on existing non‑mortgage debt fell
along with obligated payments of principal. Those borrowers with variable rate products or those able to refinance
or consolidate their debt at lower rates were able to reduce their interest costs and potentially direct a larger share
of their overall debt servicing to reducing their outstanding principal. Additionally, reduced consumption owing
to pandemic related restrictions and other reasons for delaying purchases resulted in a reduced pace of new
borrowing. While more recent provincial responses to COVID‑19 have been mixed, generally easing restrictions
into 2021 brought strong new non‑mortgage borrowing, with April borrowing setting a record looking back as far as
2010 when this data began collection. With March and April of 2020 marking the lows of the pandemic for borrowing
activity, March and April of 2021 showed exceptionally strong growth in new borrowing on a year‑over‑year basis.
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Chart 8
Monthly total and annual growth in new lending to individuals for non-mortgage loans
billions $CAD
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Source: Bankof Canada, Report on new and existing lending (A4).

Payment deferrals also had an impact on debt servicing in 2020, although to a lesser extent for non‑mortgage
borrowing than mortgage. Overall, the bulk of deferrals occurred in the second quarter and resulted in lower
payments of obligated principal than without the deferrals. By the fourth quarter, these deferrals had largely ended
with most debtors resuming their payment schedules.
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Chart 9
Debt service ratio, non-mortgage loans
debt service ratio
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Chartered banks supply majority of non‑mortgage loans, unchanged by
pandemic
As household non‑mortgage debt steadily grew over the last 30 years, continued industry consolidation increased
the market share of major banks relative to other lending sectors, leading to a growing share of financing originating
from chartered banks. As home valuations steadily rose, the rise in popularity of Home Equity Lines Of Credit
(HELOCs) through the mid‑2000s further exacerbated the divide, as banks were able to tap into a much larger share
of Canadian household mortgages against which borrowers could unlock additional funds. Perhaps emboldened
by the strength of the Canadian housing market over the last decade and steadily declining interest rates, HELOCs
grew to become the product of choice for household non‑mortgage borrowing. Despite changes in borrowing
preferences that have resulted from the pandemic, the market share between banks and non‑banks continues to
remain relatively unchanged since 2011, with chartered banks holding 74% of non‑mortgage debt.
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Chart 10
Non-mortgage loan origination by source
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Source: Statistics Canada, Table 36-10-0639-01, Credit liabilities of households.

Chart 11
Changes in outstanding non-mortgage debt by lending sector
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Households’ reliance on non‑mortgage loans varies by product
On an aggregate basis, non‑mortgage household debt reached a peak of $802 billion in February of 2020, and
declined to a low of $779 billion in May of 2020, where it has remained relatively unchanged since, ending March 2021
with a balance of $785 billion. The majority of this debt is with chartered banks, which held 74.0% of all household
non‑mortgage debt as of March 2021. Within this, more expensive debt such as credit cards and unsecured lines of
credit have declined significantly through the pandemic, while other categories such as secured lines of credit and
personal loans have continued to grow.
Chart 12
Non-mortgage lending by chartered banks, detailed by product
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Note: Other includes "other personal loans" and "loans to unincorporated businesses." IFRS update in 2011 resulted in changes in the accounting of select products.
Source: Statistics Canada, Table 36-10-0639-01, Credit liabilities of households.
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Chart 13
Cumulative changes to non-mortgage loan balances
billions $CAD
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Source: Statistics Canada, Table 36-10-0639-01, Credit liabilities of households.

As interest rates remained relatively low and home valuations have climbed over the last 20 years, the growth in
HELOC balances dwarfed all other forms of non‑mortgage borrowing. HELOCs as a proportion of non‑mortgage
debt grew from 10.5% in January 2000, to 32% by January 2021.16 Looking solely at chartered banks, HELOCs
accounted for nearly 44% of outstanding non‑mortgage debt as of March 2021. Despite the aggregate balance
of outstanding non‑mortgage debt declining as COVID‑19 lockdowns set in, HELOC balances were up 2.5% in
March 2021 from January 2020, while aggregate non‑mortgage balances declined 1.8% over the same period.17
However, some banks include mortgage balances in their reported HELOC balances. Specifically, with combined
plans there is both a mortgage and HELOC component, but these combined plans are sometimes classified entirely
as HELOCs. This mortgage component that can be identified in HELOC balances has been a sizeable contributor
to the overall growth in HELOCS as explained by the Bank of Canada in their article “Reassessing the Growth
of HELOCs in Canada Using New Regulatory Data.” After removing this mortgage component to derive a direct
measure of HELOC debt, it is estimated that between the first quarters of 2020 and 2021, total HELOCS actually
declined by over $10 billion.
A potential risk among households is the increased potential to add an unsustainable amount debt as rising home
values unlock the possibility of expanded credit lines. Rising home valuations create more equity for home owners
to draw from, and a potential use of HELOCs is to perform home renovations, which saw an 11.5% increase in
expenditure from January 2020 to March 2021.18 However, increasing HELOC borrowing as a result of higher property
values has not materialized given that, as discussed previously, total HELOC debt has declined substantially over
2020. Unsecured lines of credit on the other hand, which generally have higher interest rates than their secured
counterparts, declined significantly through 2020, and continued to decline into 2021, with overall outstanding
balances in March 2021 down 10% from January 2020.

16. Some banks include mortgage balances in their reported HELOC balances. As a result, in some cases the growth in HELOC balances also reflect growth in mortgage balances.
17. Statistics Canada table 36‑10‑0639‑01, Credit liabilities of households.
18. Statistics Canada table 36‑10‑0108‑01, Gross fixed capital formation.

16

Statistics Canada – Catalogue no. 11-621-M

Trends in household non-mortgage loans: The evolution of Canadian household debt before and during COVID-19

Chart 14
Breakdown of lines of credit by chartered banks, seaonally adjusted
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Source: Statistics Canada table 36-10-0639-01, Credit liabilities of households

Looking beyond the rise in outstanding HELOC balances, significant growth occurred in the use of credit cards over
the last two decades. As households became accustomed to using their credit cards for everyday purchases and
the product space evolved as competitors refined rewards systems and included additional perks, the outstanding
balance carried on credit cards grew from $13.2 billion in January 2000 to a high of $90.6 billion in February 2020, an
average annual growth of 20.7%. With credit cards typically being the most expensive form of debt, as non‑essential
spending declined and disposable incomes rose during the pandemic, outstanding credit card balances saw the
largest negative annual growth since May of 1999. Outstanding credit card balances fell to a low of $74 billion in
January 2021, a decline of 18.3% in less than twelve months. While other loan categories resumed some growth
into the end of 2020 with businesses partially reopening, credit card balances continued to decline despite typically
strong seasonal spending around the holidays.19 With the expansion in currency and deposits among households
and continued strong savings, the reliance on credit card debt may continue to be diminished for some time.

19. Statistics Canada table 36‑10‑0639‑01, Credit liabilities of households.
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Chart 15
Change in credit card balances from November to December by year
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Source: Statistics Canada, Table 36-10-0639-01, Credit liabilities of households.

Bank margins widen as interest rates fall to record lows while riskiest debtors
repay their loans
As lockdowns remained in effect, banks extended temporary credit relief to their customers through the summer,
and as a result the average outstanding balance weighted APRs (Annualized Percentage Rate) for credit cards
declined from their February highs. However, by September these measures had been largely curtailed, and average
effective rates returned to their pre‑pandemic levels. With interest at historic lows, and credit card APRs on the rise,
the implicit cost of using credit cards reached a record level as measured by the difference between the costs of
funds and the rates being charged. While one might conclude that average credit card rates rose in response to a
shift in outstanding balances from higher credit rated borrowers to lower, the reality is that those with lower scores
repaid their debt at a faster rate than those with higher scores throughout the pandemic.
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Chart 16
Outstanding credit card balances and balance weighted APR
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Chart 17
Outstanding credit card balance by credit score
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Chart 18
Percent change in outstanding credit card balances from 2019Q4 to 2021Q1
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The margins charged on other non‑mortgage lending products can be calculated as the difference between the
APRs charged and cost of funds that lenders would be paying to support these loans, with the overnight being a
proxy for the funding rate.20 Since the APRs on the majority of non‑mortgage loans are variable and based off the
prime rate plus a risk percentage, as interest rates fell to historic lows, on a percentage basis, the margins between
the costs of funds and the rates charged on variable rate loans rose to record levels.

20. Statistics Canada, Table 10‑10‑0122‑01, Financial market statistics, vector 122514.
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Chart 19
Outstanding balance weighted APR's by product
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Expected credit losses grow to record levels, despite declines in outstanding
debt
As part of their risk management activities, financial institutions estimate the proportion of their loan portfolios that
may enter default each period. These expected credit losses (ECL) are based on actuarial assumptions that attempt
to anticipate the default rates on their loans and – subsequently – the amount of impaired loans that may need to be
written off in a given period. While banks factored in relatively little ECL for non‑mortgage loans prior to the financial
crisis of 2008, new banking regulations forced banks to set aside greater amounts to protect against credit losses.
With low interest rates and a strengthening economy in the following years, ECL as percentage of outstanding debt
declined from the 2008 highs. This trend continued until the COVID‑19 lockdowns occurred, when banks ECL rates
nearly doubled from 1.1% in the fourth quarter of 2019, to 2% by the second quarter of 2020.21 With the various
levels of government being quick to offer support measures and many able to work from home, losses were not as
severe as anticipated. As a result, ECL rates remained relatively unchanged for the duration of the year and into the
first quarter of 2021.

21. Statistics Canada calculations.
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Chart 20
ECL as a proportion of non-mortgage loans
percent
2.5

2.0

1.5

1.0

0.5

0.0
2000 Q1 2001 Q3 2003 Q1 2004 Q3 2006 Q1 2007 Q3 2009 Q1 2010 Q3 2012 Q1 2013 Q3 2015 Q1 2016 Q3 2018 Q1 2019 Q3 2021 Q1
Source: Statistics Canada, Non-mortgage loans return (AS).

Conclusion
During the pandemic, household non‑mortgage borrowing saw record declines, while household mortgage
borrowing expanded to new highs. Due in large part to support measures from all levels of government, households
saw their disposable incomes rise through the pandemic, as the cumulative effects of these support measures more
than offset lost wages. As a result of increased disposable incomes and declining consumption, many households
used the pandemic as an opportunity to pay down expensive debt, with the balances of unsecured lines of credit
and credit cards being paid down in record amounts. Those who saw the greatest reduction in these outstanding
balances were those with the lowest credit ratings, suggesting that those most vulnerable to financial hardships were
able to use savings prudently during the pandemic. Despite an uptick in the economy as businesses reopened into
the latter half of 2020, credit card debt continued to decline, while the total outstanding balance of non‑mortgage
debt ended the year below its pre‑pandemic highs. With the economy looking to reopen fully, many Canadians will
likely find themselves carrying lighter non-mortgage debt balances than they had going into the pandemic.
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Appendix
Table 2
Purpose of household financing

Examples

Credit extended to households for purchasing consumer goods and services.

Credit card balances owing, lines of credit (secured and unsecured), student loans,
life insurance policy loans, auto loans, auto leases, payday loans, personal loans

Credit extended to households and unincorporated businesses (farm and non‑farm) Loans to purchase securities, loans to carry tax sheltered plans, loans to purchase
excluding consumer credit and mortgages. For purchasing non‑consumer goods,
mobile homes, loans for renovations of residential property, loans for business
financial investments, or for fixed capital formation.
purposes
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