
Welcome!
• Thank you for joining the webinar on Consumer debt and household 

vulnerability among low income households in Canada hosted by Prosper 
Canada.

• The presentation will begin shortly. (Audio will begin when the presentation 
starts)
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Technology Details:
For technical assistance, please call GoToWebinar support line 
1-855-352-9002.
• Participants should connect using VOIP. Please check that 

the volume is turned up on your computer.
• If dial in option is required, please dial in as follows:

• Tel (Canada): +1 (647) 497-9429
• Access Code: 565-393-302
• Toll free option not available



Webinar logistics 

• Audience members have all been put on “mute” for this webinar

• Presenters will be joining via audio only to conserve bandwidth

• Please share any questions you have using the “Question box” (located in the 
control panel at the right side of your screen).

• You’ll find a handout you can download and refer to during the presentation 
(located in the control panel at the right side of your screen)

• We will share webinar slides with all participants and post a recording of the 
session within a few days.
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Prosper Canada – Who we are

Founded in 1986, Prosper Canada is a national charity dedicated to expanding economic opportunity 
for Canadians living in poverty through program and policy innovation. 

As Canada’s leading champion of financial empowerment, we work with governments, businesses and 
groups to develop and promote financial policies, programs and resources that transform lives and foster 
the prosperity of all Canadians.

We help service systems and organizations in all sectors to build proven financial 
empowerment approaches into their businesses in ways that:

• Are sustainable
• Help them achieve their goals
• Tangibly increase the financial well-being of the low-income people they serve.
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Today’s presentation (1:00-2:00 ET)

1. Welcome and introduction

2. Research introduction

3. Consumer debt trends in Canada

– What does debt look like for low- and moderate-income households?

– How do different types of debt work?

– What's behind the debt?

4. What help is available to Canadian borrowers?

5. Q&A
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1. Introductions: Our panel
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Alex Bucik
Research & Evaluation Officer, 

Prosper Canada
abucik@prospercanada.org

Vivian Odu
Research & Evaluation Officer, 

Prosper Canada
vodu@prospercanada.org

Glenna Harris
Manager, Learning & Training

Prosper Canada
gharris@prospercanada.org

mailto:abucik@prospercanada.org
mailto:vodu@prospercanada.org
mailto:gharris@prospercanada.org


Audience polls: We’d love to hear from you

• What type of support does your organization/agency offer?

• What type of role are you in?
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Researching Consumer Debt

• Debt is a hot topic - mortgages in particular get lots of attention from 
financial institutions, government, and the media

• However, there is much less research on all the other kinds of debt – lines of 
credit, credit cards, student loans, auto loans, and high-cost credit.
– Together, these types of debt are labelled "consumer debt"

• Even less research has focused on low- and moderate-income households
– At these income levels mortgages are less common, so it's important to 

understand how the various kinds of consumer debt affect low- and 
moderate-income households
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Researching Consumer Debt

• The Research & Evaluation team at Prosper Canada set out to better 
understand consumer debt levels among low- and moderate-income 
households.

– We analyzed Statistics Canada's 2016 Survey of Financial Security (SFS) 
which collects data on the assets, debts, employment, income and 
education levels of Canadian households

– We also conducted a comprehensive literature review of Canadian studies 
of consumer debt, with an eye towards how low- and moderate-income 
households use and carry debt and the supports available to them

– Our final report: Roadblock to Recovery: Consumer debt of low and 
moderate income Canadian households in the time of COVID-19 is now 
available
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https://prospercanada.org/getattachment/901099d6-03fc-4550-9102-6f9fe91b94a3/Roadblock-to-recovery_Consumer-debt-report.aspx


Quick Definitions

Low- and moderate-income households
• Households in the lowest and second income levels as defined in the SFS.

Consumer debt
• All forms of non-mortgage debt, including lines of credit, credit cards, high-

cost credit, student loans, auto loans, unpaid utilities, etc.1

Indebted households
• Households that carry a debt balance of at least one type of credit in the 

SFS.
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What does debt look like in Canada?

• Poll: What percentage of low-income households carry any type of debt?
– A. 72%
– B. 63%
– C. 49%
– D. 35%
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What does debt look like in Canada?

Almost half (49%) of low-income households carry debt.2

• Many, but not all, low- and moderate-income households carry debt. This 
means that while many more households may use credit products, they 
do not all carry debt balances.

The percentage of indebted households increases as income rises.2

• On average, the higher your income the higher your debt. We expect to 
see this, as mortgages carry the highest debt amounts and become more 
accessible as your income rises.
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What does debt look like in Canada?
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Almost half of low-income 
households carry debt.

The proportion of 
indebted households 
increases as income rises.

Source: Statistics Canada, “Table 11-10-0057-01 Survey of Financial Security (SFS), Assets and Debts by after-
Tax Income Quintile, Canada, Provinces and Selected Census Metropolitan Areas (CMAs) (x 1,000,000).”



How much does debt cost?

• On average, what percent of their income do low-income households spend 
on debt repayment?

• Poll:
– A. 12%
– B. 31%
– C. 24%
– D. 63%
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How much does debt cost?

Even though fewer low-income households are indebted, those that are spend 
on average 31% of their income repaying debt3

• High debt repayment costs make meeting basic needs even harder for 
indebted households.

According to the Bank of Canada, someone is financially vulnerable when 40% 
or more of one's income goes towards debt repayment4

• COVID-19 is likely to increase the risk of low-income households becoming 
insolvent if they cannot cover their debt costs.5-7
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How much does debt cost?

Low-income households spend an 
average 31 per cent of their income on 
debt repayment.3

Some low-income households risk 
becoming even more financially 
vulnerable if their debt repayment costs 
continue to rise.
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Source: Financial Accountability Office of Ontario, 
“Assessing Ontario Household’s Debt Burden and 
Financial Vulnerability.”



What kinds of debt do low- and moderate-income 
houses hold?
Among indebted households 
with low- to moderate-
incomes, over 90% carry 
consumer debt, but most do 
not hold a mortgage.
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Source: Analysis by Prosper Canada using the 2016 
Survey of Financial Security



What kinds of consumer debt do low- and moderate-
income houses hold?
• Poll: What kind of consumer debt is the most common among low- and 

moderate-income households?
– A. Student loans
– B. Credit card debt and installment loans
– C. Lines of credit
– D. Auto loans
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What kinds of consumer debt do low- and moderate-
income houses hold?
• Credit card debt and installment loans 

are the most common kind of consumer 
debt across all income levels.2

– 59% of indebted households on low-
incomes and 56% of indebted 
households on moderate-incomes 
carry some amount of credit card debt 
and installment loans.2
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• Student loans and auto loans are also 
common kinds of consumer debt at these 
income levels.
– 24% of indebted low-income households 

carry student loans, higher than any other 
income level.2

– 36% of indebted moderate-income 
households carry an 
auto loan, making it the second most 
common kind of consumer debt at 
the income level.2
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What kinds of consumer debt do low- and moderate-
income houses hold?



How do different kinds of consumer debt work?

• We identified three kinds of consumer debt that have particular impacts on 
low- and moderate-income households:

• Installment loans

• Student loans

• Auto loans
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How do different kinds of consumer debt work?

Quick Definitions

• Principal: the initial loan or the amount still owed on a credit product

• Interest rate: the amount a lender charges for a loan, expressed as a percentage 
of the principal

• Term length: how long a borrower has to pay back a loan or debt

• Repayment structure: how a loan/debt can be repaid – whether in full, in 
installments, or at each pay period

• Subprime loans: loans with high interest rates and other charges or fees that 
make the cost of borrowing quite high
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What do we know about installment loans?

• Installment loans are the fastest growing form of consumer credit in Canada8

• With larger principals and longer term lengths, installment loans have 
emerged as an alternative to payday loans.8

– Principals range from $500 - $15,000 and term lengths can vary from six 
months to five years9

• Installment loans require borrowers to pay a fixed amount in periodic 
installments over the life of the loan8

– Unlike payday loans (paid every pay period) or credit cards (which allow 
minimum payments)
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What do we know about student loans

• The average student loan among low-income households is 
$15,000, and the average drops to $12,000 for moderate-
income households.2

• Student loans can take much longer to pay off and can impact 
other major life decisions like delaying marriage, children, or saving 
to buy a vehicle or house.10

• Borrowers who have partly-completed their college, trade, or 
university education, including current students, are more likely to 
report being behind on one or more bill payments.11

– This suggests that they may be struggling with debt from their 
time spent in school while not experiencing the financial 
benefits that typically come from completed post-secondary 
education.
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What do we know about auto loans?

• Auto loans are brokered by car dealers 
– They liaise with multiple lenders who assess a borrower's application 

and credit history that inform the loan's interest rate and term 
length.12

• Dealers increasingly offer extended-term loans - 7 to 8 years - as 
opposed to the more traditional 3 to 5-year loan13

– Extended-term loans now make up 69% of all auto loans in 
Canada13

• Borrowers with poor credit may only have access to costly subprime 
loans.13

– Subprime auto loans typically have interest rates between 15 to 28 
per cent annually, plus additional fees.13
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What are people using their credit for?

• While it is difficult to accurately capture how 
low- to moderate-income households use their 
credit, research in the Canadian context points 
to two major ways people living on low- to 
moderate-incomes use their credit:

• To pay for necessary expenses like housing, 
food, and expense shocks (e.g. car repairs)9, 14

• To cover the costs of their rising debts15-16
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What's behind the debt?

• Open-ended Question: What are some of the factors that contribute to 
high consumer debt levels in Canada?
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What's behind the debt?

• Factors contributing to rising debt levels fall into two categories: 
borrower-side factors and lender-side factors.

• The drivers of high debt levels that are the result of consumer behaviour 
are considered borrower-side factors.

• Drivers of high levels of consumer debt that are the result of the practices 
and products of the financial industry are called lender-side factors.
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What's behind the debt?

Borrower-side factors
• Wage stagnation and rising cost of living17-21

• Personal and Household Savings Rates17, 22

• Credit History8, 23-24

• Financial Literacy
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What's behind the debt?
Lender-side factors
• Financial Innovation13, 25-26

• Interest Rates27-28

• Financial Exclusion

• Sub-prime Lending8-9, 13, 24
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What help is available to Canadian borrowers?

There are few sources of free, quality financial counselling available to 
Canadians struggling to avoid insolvency.
• For borrowers who continue to make regular payments but struggle with high 

debt loads, there are few free, neutral, quality counselling supports available 
to them.29
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What help is available to Canadian borrowers?20, 30-35
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The Impact of COVID-19

Since the onset of COVID-19 and the six months after:

• 30% of low-income households say their personal 
debt level has worsened.36

• 43% of low-income households say their savings 
have worsened.36

• 21% of low-income households report a negative 
impact on their ability to pay their bills on time.36
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Thank you for joining us!

• We will be sending you an email soon with:
– Slides from today’s webinar
– Link to webinar recording
– Link to post webinar survey 

• We will also post the recorded webinar on our Learning Hub:
• https://learninghub.prospercanada.org/webinars/

• Our final report: Roadblock to Recovery: Consumer debt of low and moderate 
income Canadian households in the time of COVID-19 is now available

36
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Feedback: In our post-webinar survey please let us know...

• How relevant were our research findings to the work you're doing?
– Very relevant
– Somewhat relevant
– Not at all relevant
– Unrelated
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Upcoming webinars: Dec 2020
Registration coming soon, subscribe to our mailing list for links

• Wednesday, Dec 2nd (1pm-2pm ET)
– Preparing for virtual tax clinic delivery
– Speakers: CVITP Outreach

• Wednesday, Dec 9th (1pm-2pm ET)
– Project insights: Virtual self-assisted tax filing pilot
– Intuit/Prosper Canada project
– Speakers: Woodgreen Community Services, EBO Ottawa, Intuit/TurboTax
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Visit our Learning Hub to view our catalog of past webinars
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40

Prosper Canada 
60 St. Clair Avenue East, Suite 700

Toronto, ON M4T 1N5
(416) 665-2828

www.prospercanada.org
info@prospercanada.org

http://prospercanada.org/newsletter

Alex Bucik
Research & Evaluation Officer, 

Prosper Canada
abucik@prospercanada.org

Vivian Odu
Research & Evaluation Officer, 

Prosper Canada
vodu@prospercanada.org

Glenna Harris
Manager, Learning & Training

Prosper Canada
gharris@prospercanada.org

http://www.prospercanada.org/
mailto:info@prospercanada.org
http://prospercanada.org/newsletter
mailto:abucik@prospercanada.org
mailto:vodu@prospercanada.org
mailto:gharris@prospercanada.org


Bibliography

41

1. Cateau G, Roberts T, Zhou J. Indebted Households and Potential Vulnerabilities for the Canadian Financial System: A Microdata 
Analysis. Bank of Canada Financial System Review. 2015;49–58.

2. Statistics Canada. Table 11-10-0057-01 Survey of Financial Security (SFS), assets and debts by after-tax income quintile, 
Canada, provinces and selected census metropolitan areas (CMAs) (x 1,000,000). 2016.

3. Financial Accountability Office of Ontario. Assessing Ontario Household’s Debt Burden and Financial Vulnerability [Internet].
Financial Accountability Office of Ontario; 2018 Jan. Available from: https://www.fao-on.org/en/Blog/Publications/H-H-Debt-2018

4. Bégin H. Simulation results: How vulnerable are Quebecers to an interest rate increase? [Internet]. Desjardins; 2016 Jun. 
(Desjardins Economic Studies). Available from: https://www.desjardins.com/ressources/pdf/pv160602e.pdf

5. Schembri L. Living within limits: Household behaviour in Canada in the time of COVID-19 [Internet]. Bank of Canada; 2020. 
Available from: https://www.bankofcanada.ca/wp-content/uploads/2020/06/remarks-180620.pdf

6. Lee YJ, O’Hara C. Canadian banks face rising loan losses as government COVID-19 support programs taper off. The Globe and 
Mail [Internet]. 2020 Jul 23 [cited 2020 Aug 8]; Available from: https://www.theglobeandmail.com/business/article-canadian-
banks-face-rising-loan-losses-as-government-support-programs/

7. Hoyes JD. Dealing with The Consequences of Loan Deferrals When the Deferral Period Ends [Internet]. Hoyes/Michalos. n.d. 
[cited 2020 Aug 11]. Available from: https://www.hoyes.com/blog/dealing-with-the-consequences-of-loan-deferrals-when-the-
deferral-period-ends/

https://www.fao-on.org/en/Blog/Publications/H-H-Debt-2018
https://www.desjardins.com/ressources/pdf/pv160602e.pdf
https://www.bankofcanada.ca/wp-content/uploads/2020/06/remarks-180620.pdf
https://www.theglobeandmail.com/business/article-canadian-banks-face-rising-loan-losses-as-government-support-programs/
https://www.hoyes.com/blog/dealing-with-the-consequences-of-loan-deferrals-when-the-deferral-period-ends/


Bibliography

42

8. Barrett D. Consumers’ Experience with Higher Cost Credit. Consumers Council of Canada; 2018 Jul.

9. Henderson GE, Akrong K, Wu D. Canadian Financial Diaries: Financial Rules and Regulations to Canadian Low-income Households (Working 
Draft June 2019). Queen’s University Faculty of Law; 2019 Jun.

10. Anthony Robert Carricato, “Reducing the Debt Sentence: An Analysis of Income-Contingent Loans for Student Borrowers in Canada,” 2013.

11. FCAC Research and Policy. Managing Money and Planning for the Future: Key Findings from the 2014 Canadian Financial Capability Survey. 
Financial Consumer Agency of Canada; 2015 p. 56.

12. Financial Consumer Agency of Canada. Auto finance: market trends. [Internet]. Ottawa; 2016 [cited 2019 Jun 7]. Available from: 
http://publications.gc.ca/collections/collection_2016/acfc-fcac/FC5-43-2016-eng.pdf

13. Prymak S. Subprime and Extended Auto Loans: A Potential Consumer Debt Crisis? Toronto: Automobile Consumer Coalition; 2015.

14. Financial Consumer Agency of Canada, “Canadians and Their Money: Key Findings from the 2019 Canadian Financial Capability Survey” 
(Ottawa: Financial Consumer Agency of Canada, November 2019).

15. Katya Kartashova and Ben Tomlin, “House Prices, Consumption and the Role of Non-Mortgage Debt,” Journal of Banking & Finance 83 
(October 2017): 121–34, https://doi.org/10.1016/j.jbankfin.2017.06.012.

16. Financial Consumer Agency of Canada, “Payday Loans: Market Trends,” October 2016, 20.

http://publications.gc.ca/collections/collection_2016/acfc-fcac/FC5-43-2016-eng.pdf
https://doi.org/10.1016/j.jbankfin.2017.06.012


Bibliography

17. Mohamad Ghaziaskar, “Essays in Consumer Debt, Personal Saving Rate, and Household Insolvency in Canada,” 2017.

18. Simone, “Household Indebtedness and Socio-Spatial Polarization among Immigrant and Visible Minority Neighbourhoods in Canada’s Global 
Cities.” (Toronto, University of Toronto, 2014).

19. Lars Osberg, “Instability Implications of Increasing Inequality: Evidence from North America,” Economic Modelling 35 (2013): 918–30.

20. Sarra JP. At What Cost? Access to Consumer Credit in a Post-Financial Crisis Canada. 2012;56.

21. Canadian Literacy and Learning Network (CLLN) et al., “Toward a Comprehensive and Inclusive Consumer Protection Framework for Canada,” 
February 2014, http://prospercanada.org/prospercanada/media/PDF/Publications/Submission-to-Finance-Canada-February-2014.pdf.

22. “Distributions of Household Economic Accounts for Income, Consumption, Saving and Wealth of Canadian Households, 2018,” no. 11 (2019): 7.

23. George Marshall, “Debt and Financial Distress among Canadian Families,” 2019, 13.

24. Jerry Buckland, “Payday Lending Literature Review,” May 3, 2013, 19; Sarra, “At What Cost? Access to Consumer Credit in a Post-Financial 
Crisis Canada,” 2011.

25. Allan Crawford and Umar Faruqui, “What Explains Trends in Household Debt in Canada?,” Bank of Canada Review, no. Winter (2012): 3–15.

26. James MacGee, “The Rise in Consumer Credit and Bankruptcy: Cause for Concern?,” Available at SSRN 2046574, 2012.

43

http://prospercanada.org/prospercanada/media/PDF/Publications/Submission-to-Finance-Canada-February-2014.pdf


Bibliography
27. Adrian Werner, Jino Distasio, and Scott McCullough, “Living in the Red: Exploring Winnipeg’s Debt-Scape,” 2015.

28. Ramdane Djoudad, “A Framework to Assess Vulnerabilities Arising from Household Indebtedness Using Microdata,” Bank of Canada 
Discussion Paper (Ottawa: Bank of Canada, 2012), http://hdl.handle.net/10419/66940.

29. Zhura A, Magil E. Debt Management Guide: A Resource for Social Services Professionals [Internet]. WoodGreen Community Services; 2019 
[cited 2020 Aug 11]. Available from: https://6ku921wl579rzaku16mzhn7r-wpengine.netdna-ssl.com/wp-content/uploads/2019/04/WG-
DebtManagementGuide.pdf

30. Allen J, Basiri K. Impact of Bankruptcy Reform on Consumer Insolvency Choice. Canadian Public Policy-Analyse de Politiques. 2018
Jun;44(2):100–11.

31. Telfer TG. Repeat Bankruptcies and the Integrity of the Canadian Bankruptcy Process. Canadian Business Law Journal. 2014;55:231.

32. Ben-Ishai S, Schwartz S. Debtor Assistance and Debt Advice: The Role of the Canadian Credit Counselling Industry. Toronto: Osgoode Hall Law 
School; 2011. (Comparative Research in Law & Political Economy). Report No.: 30.

33. Financial Consumer Agency of Canada. Getting help from a credit counsellor [Internet]. 2019 [cited 2020 Jan 10]. Available from: 
https://www.canada.ca/en/financial-consumer-agency/services/debt/debt-help.html

34. Certified General Accountants Association of Canada. A Driving Force No More: Have Canadian Consumers Reached Their Limits? Certified 
General Accountants Association of Canada; 2011 Jun.

35. Money Mentors. Common Questions About Money & debt [Internet]. Money Mentors. 2020. Available from: 
https://moneymentors.ca/debt-help/resources/faqs/

36 Leger. SCPR Consulting Financial Literacy Omni. 2020.

44

http://hdl.handle.net/10419/66940
https://6ku921wl579rzaku16mzhn7r-wpengine.netdna-ssl.com/wp-content/uploads/2019/04/WG-DebtManagementGuide.pdf
https://www.canada.ca/en/financial-consumer-agency/services/debt/debt-help.html
https://moneymentors.ca/debt-help/resources/faqs/

