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Canada: Mortgage Credit Growth Firms While 

Consumer Debt Softens 

 Total household credit growth appears to have found its bottom in mid-

2018, with trend growth in residential mortgage borrowing leading a pick-

up in overall credit expansion through January 2019 in the Bank of 

Canada’s latest data release. 

 Progressive revisions in the Bank of Canada’s consumer credit data 

over recent months imply that consumer lending growth has slowed 

markedly. These revisions appear to undermine speculation that tighter 

mortgage lending standards have begun pushing households to 

substitute alternative means of financing to sustain their current 

spending or other major debt burdens.  

 The outstanding stock of home equity lines of credit (HELOCs) has risen at a 

strong pace since 2016, though survey data does not imply that withdrawals 

of home-equity have been used toward the repayment of other types of debt.  

TOTAL HOUSEHOLD CREDIT GROWTH PICKING UP 

Total household credit grew 3.4% m/m SAAR, 3.2% 3-mma seasonalised, and 

3.1% y/y in January. Although year-on-year growth continues to decelerate from 

a recent high of 5.8% y/y in May 2017, the 3-month trend bottomed in August 

2018 at a post-2012 low and January marks five months of gains (chart 1).  

The share of household credit—consumer and mortgage—held at banks has 

remained relatively unchanged during the last year, and in fact over the past 

two decades, at around 80% of the total outstanding despite concerns that 

borrowers may be turning to less-regulated nonbank lenders following the 

implementation of more stringent home mortgage rules in January 2018 (chart 2).  

RESIDENTIAL MORTGAGE CREDIT GROWTH FIRMING 

Residential mortgage credit growth broke a 19-month series of slow-downs 

in year-on-year terms in January to tick up from 3.1% y/y in December to 

3.2% y/y. Lending growth began accelerating, however, in Q3-2018 and has now 

recorded seven consecutive months of month-on-month higher growth, with the 

three-month trend sitting at 3.9%, its highest rate since March 2018 (chart 3).  

Residential mortgage credit, which accounts for over 70% of the stock of lending 

outstanding to households (chart 4), has since 2013 contributed about an 80% 

share of total household credit growth (chart 5). Chartered banks currently 

account for about 80% of residential mortgage credit growth, up from a recent low of 

52% in Q3-2018—well below its post financial crisis of around 75%—as nonbanks’ 

share of mortgage lending growth has shrunk over the past six months (chart 6).  

The ongoing slowing in mortgage credit growth in year-on-year terms is 

likely being driven by the tightening in federal mortgage lending rules 

implemented in January 2018; provincial measures, particularly in Ontario 

and BC, that have been introduced since 2017 to dampen housing demand and 

enhance the sustainability of debt burdens (table 1); and supply shortfalls that 
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continue to make affordability challenging despite tight labour markets, low unemployment, 

and moderate real wage gains (chart 7). 

It’s unlikely, however, that the five interest-rate increases from the Bank of Canada 

since mid-2017 have meaningfully dented growth in mortgage lending: the Bank’s 

real policy rate remains slightly negative (chart 8) and five-year mortgage rates are nearly 

unchanged from five years ago (chart 9).   

CONSUMER CREDIT GROWTH: WHEN A SPIKE BECOMES A TROUGH 

Household consumer credit, which includes home-equity lines of credit (HELOCs), 

accounts for only about a third of outstanding household lending (chart 4, again). 

The Bank of Canada’s January data currently show that growth in consumer credit 

has been on a sustained downturn in month-on-month, 3-mma, and year-on-year 

terms since October 2018 (chart 10). A wind-down of off-balance sheet consumer-credit 

securitisation has led the retreat (chart 11). 

Up until October, the Bank of Canada’s consumer credit data showed a marked spike 

in growth between June and October 2018 (chart 12, historical series) that implied, 

amongst other possibilities, that the federal government’s B20 rules could be pushing 

borrowing demand from the mortgage sector to consumer loans to make up shortfalls in 

home financing. Progressive revisions to the BoC’s credit data since then, however, show 

significantly softer consumer credit growth in the May-October period and a 

sustained deceleration from October onward to the present (chart 12, again). 

Such revisions aren’t unprecedented—household credit data is typically volatile and 

subject to change—but it’s notable that even with this large revision, total household 

credit growth does not appear to have been materially affected by the change; the 

revisions merely shifted certain banks’ assets from consumer credit to mortgage credit. 

STRONG EXPANSION IN HELOC CREDIT, BUT RISKS APPEAR BALANCED 

HELOC balances have significantly expanded in recent months, outpacing the 

growth in non-HELOC credit (chart 13) as reflected in OSFI data to December from 

chartered banks. As of December 2018, HELOCs accounted for 47.3% of consumer 

credit booked with Canadian banks, compared to a recent-low of 44.8% in May 2016 

(chart 14). However, only about 15% of households have a HELOC (chart 15). 

The rise in HELOC borrowing may be explained, amongst other possibilities, by the 

increase in the value of residential assets held by households and the lower rate of 

interest offered on most HELOC products. Borrowers may also be borrowing 

against their homes to repay principal or simply to capitalise interest due on other 

types of debt, thereby enabling excessive borrowing. 

We don’t view the recent rise in HELOC borrowing as particularly concerning. 

Survey data show that Canadians have not taken equity out of their homes to repay 

or consolidate other debt to a greater extent than previously was the case. 

According to a survey carried out by Mortgage Professionals Canada in November 2018, 

close to a quarter of equity taken out of homes—roughly half in the form of HELOC 

borrowing and the other half via mortgage principal increases—in the twelve months to 

November 2018 was put toward debt consolidation and repayment. This share has only 

increased slightly since 2017 and is still well below the 28% share it commanded in 2016 

(chart 16). Roughly the same share of home-equity withdrawal has been put toward 

renovations and home repair that should, in principle, increase property values.  
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Table 1: Recent Housing Policy Developments in Canada

British Columbia: Increase in speculation 

tax on foreign and domestic home owners 

who do not pay income tax in BC from 

0.5% of a property’s assessed value to 2%; 

additional school tax levied on portion of a 

property’s value that exceeds CAD 3 mn.

Ontario: Elimination of rent control on new 

rental units first occupied on or before 

November 1, 2018

British Columbia: Extension of the 

Property Transfer Tax on non-resident 

buyers. Investment of more than CAD 1.6 

bn through FY2021 toward the goal of 

building 114,000 affordable housing units in 

the next 10 years.

Canada: OSFI imposes more stringent 

stress tests for uninsured mortgages, 

including a minimum qualifying rate at the 

greater of the five-year fixed posted rate or 

the contractual rate plus 200 bps, effective 

January 1, 2018

Ontario: 16 measures aimed to slow rate 

of house price appreciation

  Key aspects include:

   - 15% non-resident speculation tax

   - Expanded rent control to all private

     rental units in Ontario

   - Vacant home tax

   - CAD 125 mn five-year program to

     encourage construction of new rental

     apartment buildings

Canada: Qualifying stress rate for all new 

mortgage insurance must be the greater of 

the contract mortgage rate or the Bank of 

Canada's conventional  five-year fixed 

posted rate

Low-ratio mortgage insurance eligibility 

requirements updated for lenders wishing to 

use portfolio insurance:

   - Maximum amortization 25 years

   - CAD 1 mn maximum purchase price

   - Minimum credit score of 600

   - Property must be owner occupied

Elimination of primary residence tax 

exemption for foreign buyers

Minimum down payment on insured 

mortgages on homes valued CAD 0.5–1 mn 

increased from 5% to 10% 

British Columbia: 15% land transfer tax 

on non-resident purchases in Metro 

Vancouver introduced
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0.25

0.27

0.29

0.31

0.33

0.35

0.37

0.39

0.41

05 07 09 11 13 15 17 19

Canadian Housing
Affordability Index

ratio, mortgage 
payment to income

Sources: Scotiabank Economics, Bank of Canada.

-4

-2

0

2

4

6

8

92 96 00 04 08 12 16

%, overnight policy rate 
minus CPI y/y

Sources: Scotiabank Economics, Bank of Canada,
Statistics Canada.

BoC's Real Policy Rate Still 
Historically Negative

-300

-250

-200

-150

-100

-50

0

50

10 11 12 13 14 15 16 17 18 19

5-yr Mortgage Rates
Resetting Only Slightly Higher

5-yr difference, basis points

Sources: Scotiabank Economics, CMHC.

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

8.0

9.0

12 13 14 15 16 17 18 19

Canadian Household
Consumer Credit Growth

% change,
seasonally-adjusted

m/m % change,
3-mth moving average

Sources: Scotiabank Economics, Bank of Canada.

m/m % change

y/y % 
change

-2

0

2

4

6

8

14 15 16 17 18 19

Contributions to Growth in Total  
Household Consumer Credit

m/m % change, 
3mma sa

Sources: Scotiabank Economics, Bank of Canada.

off-balance sheet 
securitization

growth in total 
consumer credit 

Chartered banks

Nonbanks

-2

0

2

4

6

8

14 15 16 17 18 19

Contributions to Growth in Total  
Household Mortgage Credit

m/m % change, 
3mma sa

Sources: Scotiabank Economics, Bank of Canada.

off-balance sheet securitization

growth in total 
mortgage credit 

Chartered banks

Nonbanks

Chart 7 Chart 6 Chart 8 

Chart 10 Chart 9 Chart 11 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics


March 14, 2019 

GLOBAL ECONOMICS 

|  INSIGHTS & VIEWS 

4 Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 

 

-2

0

2

4

6

8

10

12

14 15 16 17 18 19

Chartered Banks Consumer Credit

m/m % change, 3mma

HELOC

Sources: Scotiabank Economics, OSFI.

non-HELOC

all consumer 
credit

43

44

45

46

47

48

-4

-2

0

2

4

6

8

10

12

14 15 16 17 18 19

Chartered Banks HELOC

% change

HELOC share of 
consumer credit

(RHS)

Sources: Scotiabank Economics, OSFI.

HELOC m/m 
growth, 3 mma

(LHS)

% of consumer credit

HELOC y/y 
growth
(LHS)

3%

11%

23%

31%

32%

0 1 2 3 4 5

HELOC
only

Mortgage
and HELOC

Neither mortgage
nor HELOC

Mortgage
only

Renters

millions of 
households 

(fall 2018)

Around a Tenth of Canadians Have a 
Mortgage and HELOC

Sources: Scotiabank Economics, 
Mortgage Professionals Canada.

0 10 20 30 40

Other

Investments

Debt consolidation,
repayment

Renovation,
home repair

Purchases

Fall 2016

Fall 2017

Fall 2018

% of home equity 
withdrawals

HELOC Uses Are Hardly Frivolous

Sources: Scotiabank Economics, 
Mortgage Professionals Canada.

0

2

4

6

8

14 15 16 17 18 19

Canadian Household Credit

Mortgage credit 
(historical)

Sources: Scotiabank Economics, Bank of Canada.
*historical series are BoC data to October 2018.

Non-mortgage
credit (historical)

m/m % change annualised, 
3mma seasonally-adjusted*

Non-mortgage
credit (latest)

Mortgage 
credit (latest)

Chart 13 Chart 12 Chart 14 

Chart 16 Chart 15 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics


March 14, 2019 

GLOBAL ECONOMICS 

|  INSIGHTS & VIEWS 

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections 

contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein 

have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their 

accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever 

for any direct or consequential loss arising from any use of this report or its contents. 

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of 

any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or 

trading strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not 

constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading 

Commission Regulation 23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics 

and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other 

transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or 

be in the process of acquiring or disposing of positions, referred to in this report. 

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as 

managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors, 

brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may 

receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, 

directors and employees of Scotiabank and its affiliates may serve as directors of corporations. 

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any 

issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment. 

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be 

reproduced without the prior express written consent of Scotiabank. 

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.  

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital 

markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; 

Citadel Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; 

Scotiabank Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. – all 

members of the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with 

limited liability and is authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is 

authorised by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and l imited regulation 

by the UK Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation 

Authority are available from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the 

UK Financial Conduct Authority and the UK Prudential Regulation Authority.  

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated 

by the Mexican financial authorities.  

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law. 

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

