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Canada: Insolvencies Rose in February, but 

Remained Below Recent Peak  

 Before the full on-set of economic impacts from COVID-19, total 

consumer and business insolvencies picked up marginally in February. 

 Consumer proposals continued to drive the trend of insolvencies 

higher while bankruptcies remained low. 

 Business insolvencies ticked up, but remained low in comparison to 

the peak seen during the Great Financial Crisis.  

 Going forward, the path of consumer and business insolvencies can 

serve as a useful metric of success for policies put in place to mitigate 

job losses and financial hardship during the COVID-19 pandemic.  

TOTAL CANADIAN INSOLVENCIES PICKED UP 

In February, new incidences of Canadian consumer and business 

insolvencies picked up marginally (charts 1 and 2). Canadian consumer 

insolvencies—which account for around 97% of total insolvencies—drove the 

pickup with a 9.2 % y/y gain, but new cases still remained below the spike seen 

in October 2019. Total business insolvencies remained near the lower bound of 

one standard deviation from the average, rising by 1.9% y/y in February.  

CONSUMER INSOLVENCIES ROSE, BUT REMAINED BELOW RECENT 

PEAK 

Canadian consumer insolvencies picked up in February, driven mainly by a 

continuous rise in proposals while bankruptcies continued to trend lower. 

The number of new bankruptcies began to decline following an amendment to the 

Bankruptcy and Insolvency Act in September 2009, allowing consumers to file a 

proposal with a higher debt ceiling. 

As Canadian household debt levels remain at recorded highs, the rising 

number of consumer insolvencies has sparked concern over the ability of 

households to manage their debt. As the household debt-service ratio began to 

rise on the back of higher interest rates, consumer proposals also began to 

accelerate (chart 4).  

While household balance sheets may remain stretched, policies have also 

been put in place to mitigate temporary job losses and financial hardship. Thus 

far, banks have coordinated to allow deferred payments on mortgages for up to six 

months, student loan payments have been suspended and will remain interest free 

until September 30th, and interest on credit cards has been cut by Canada’s Big Six 

banks. Interest rates more generally have come down as the Bank of Canada 

slashed its overnight rate to near zero. 
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BUSINESS INSOLVENCIES CLIMBED IN FEBRUARY 

Canadian business insolvencies, which are mainly comprised of bankruptcies, increased in February, but remained 

comparatively low beside the observed peak during the Great Financial Crisis (chart 2, again). The uptick in business 

bankruptcies in the month was mainly led by the construction, manufacturing, and accommodation and food services sectors. While the 

number of new incidences of business insolvencies has remained subdued in recent months, the trend has followed corporate debt 

higher (chart 4). 

Throughout March, businesses began temporarily closing their doors as policies surrounding physical distancing and non-

essential businesses began to roll out due to the onset of COVID-19. However, support policies for businesses have been put 

in place including wage subsidies for employees, zero-interest loans for small businesses, and deferred payment timelines for income 

taxes.  

The extent to which various support measures can mitigate the impact of the pandemic on the ability of households and businesses to 

service debt will be reflected in the path of insolvencies going forward. 
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