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Data Release: Depreciation in the Canadian dollar masks rising indebtedness 

 
 Following three quarters of contraction, total national net worth edged up 2.5% in the fourth 

quarter of 2015, reaching $9.7 trillion, or roughly $271K per capita. Net worth was up 6.6% for the 
year as a whole.  

 
 With the TSX down considerably in 15Q4 the biggest driver of household net worth in that quarter 

(and for 2015 as a whole) has been the slide in the loonie, which boosted the value of 
international financial assets in Canadian dollar terms. Otherwise, debt across all sectors of the 
economy continued to grow faster than underlying income. On a Q4/Q4 basis indebtedness is 
growing at the fastest rate since the 2009 recession. The total debt-to-GDP ratio rose to 320%, 
almost 24 percentage points higher than it was at the same time last year. That gain has been 
spread across governments, households and corporations.  

 
    

 Household credit market debt (+5% y/y) grew slightly faster than household personal disposable 
income (+3% y/y), pushing the household debt-to-income ratio up to 165% in 2015Q4. However, 
decent home price gains and foreign investment returns kept total assets (+5.5% y/y) growing at 
a faster pace than debt.  As such, the debt-to-asset ratio remained relatively stable. Nonetheless, 
most of the growth was in mortgage credit (+6.3% y/y), which has accelerated considerably since 
2014 and is now increasing at the fastest pace since late 2012. As such, the homeowner's equity 
ratio appears to be on a downward trend once again, following a previous trend of marked 
improvement since 2010.    

 
 Net government debt rose to 117% of GDP, up almost 6 percentage points from a year earlier. 

However, net government debt has held steady at 44%.  Nonfinancial corporations total debt-to-
equity also held steady at 196%.  

 
Key Implications 

 
 The sharp drop in the Canadian dollar has offset some of the economic turmoil that prevailed 

during 2015.  Still, the economic climate and broad-based drop in commodity prices (it hasn't 
been just and oil price story) in 2015 was detrimental for the indebtedness positions for most 
sectors of the economy.   

 
 For corporations, it manifested in a significant fall in profits during the year while tougher credit 

conditions likely constrained their ability to borrow, resulting in big cuts in business investment 
and employment. This resulted in slower nominal GDP growth, which consequently shaved 
government revenues. Meanwhile, most governments have been missing their deficit targets and 
are having to borrow more.   

 
 For households, this has meant that income growth has slowed, but remains moderate. Still, the 

continued low interest rate environment has allowed households to take on more debt (mostly 



backed by residential mortgages). While debt is rising faster than income, the total cost of 
carrying it (principal and interest) is growing in line with income thanks to record low interest 
charges. The sole exception is Alberta where a high unemployment rate is negatively impacting 
the already highly indebted households' ability to meet their debt payments.  

 
 Canadian consumer borrowing interest rates fell once again through the start of the year, which 

may only encourage a further acceleration in borrowing. Along with a strong Canadian housing 
activity will come more borrowing and household debt is expected to pick up to a pace that is 
twice that of income (once again) in the first half of  2016, pushing the  debt-to-income ratio up 
further.  While the increase in spending and borrowing will help support economic growth, 
households are increasingly becoming more vulnerable to a potential interest rate shock or 
slowdown in the housing market.  

  
 
Diana Petramala, Economist 
416-982-6420 

 

DISCLAIMER 
This report is provided by TD Economics.  It is for informational and educational purposes only as of the date of writing, and may not be 
appropriate for other purposes.  The views and opinions expressed may change at any time based on market or other conditions and may 
not come to pass. This material is not intended to be relied upon as investment advice or recommendations, does not constitute a solicitation 
to buy or sell securities and should not be considered specific legal, investment or tax advice.  The report does not provide material 
information about the business and affairs of TD Bank Group and the members of TD Economics are not spokespersons for TD Bank Group 
with respect to its business and affairs.  The information contained in this report has been drawn from sources believed to be reliable, but is 
not guaranteed to be accurate or complete.  This report contains economic analysis and views, including about future economic and financial 
markets performance.  These are based on certain assumptions and other factors, and are subject to inherent risks and uncertainties.  The 
actual outcome may be materially different.  The Toronto-Dominion Bank and its affiliates and related entities that comprise the TD Bank 
Group are not liable for any errors or omissions in the information, analysis or views contained in this report, or for any loss or damage 
suffered. 

 

 

https://twitter.com/TD_Economics

