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Desjardins Capital Inc. 
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Second quarter of 2020 

MANAGEMENT’S DISCUSSION AND ANALYSIS

This Management’s Discussion and Analysis (MD&A) dated August 11, 2020 presents the analysis of the results of and main changes in the balance 
sheet of Desjardins Capital Inc. (Desjardins Capital) for the period ended June 30, 2020, in comparison to previous periods. Desjardins Capital reports 
financial information in compliance with Regulation 52-109 respecting Certification of Disclosure in Issuers’ Annual and Interim Filings issued by the 
Canadian Securities Administrators (CSA). Information on Desjardins Capital’s controls and procedures is presented in the “Additional information” 
section of this MD&A. 

This MD&A should be read in conjunction with the unaudited Condensed Interim Financial Statements (the Interim Financial Statements), including the 
notes thereto, as at June 30, 2020 and the Desjardins Capital’s 2019 Annual Report (the 2019 Annual Report), which contains the MD&A and the 
audited Annual Financial Statements (the Annual Financial Statements). 

Additional information about Desjardins Capital is available on the SEDAR website at www.sedar.com. Further information is also available on the 
Desjardins Group (hereinafter also referred to as Desjardins) website at www.desjardins.com/ca/about-us/investor-relations. None of the information 
presented on these sites is incorporated by reference into this MD&A. 

The Annual and Interim Financial Statements have been prepared by Desjardins Capital’s management in accordance with the International Financial 
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) and the accounting requirements of the Autorité des 
marchés financiers (AMF) in Québec, which do not differ from IFRS. IFRS represents Canada’s generally accepted accounting principles (GAAP). 
These Interim Financial Statements of Desjardins Capital have been prepared in accordance with International Accounting Standard (IAS) 34, “Interim 
Financial Reporting”. All the accounting policies were applied as described in Note 2, “Basis of presentation and significant accounting policies”, to the 
Annual Financial Statements. 

This MD&A was prepared in accordance with the regulations in force on continuous disclosure obligations issued by the CSA. Unless otherwise 
indicated, all amounts are presented in Canadian dollars ($) and are primarily from Desjardins Capital’s Annual and Interim Financial Statements. 
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CAUTION CONCERNING FORWARD-LOOKING STATEMENTS 

Desjardins Capital’s public communications often include oral or written forward-looking statements, within the meaning of applicable securities legislation. 
Such forward-looking statements are contained in this MD&A and may be incorporated in other filings with Canadian regulators or in any other 
communications. Forward-looking statements include, but are not limited to, comments about Desjardins Capital’s objectives regarding financial 
performance, priorities, operations, the review of economic conditions and markets, the outlook for the Québec, Canadian, U.S. and global economies, as 
well as the possible impact of the COVID-19 pandemic on our operations, our results and our financial position, as well as on economic conditions and 
financial markets. Such statements are typically identified by words or phrases such as “believe”, “expect”, “anticipate”, “intend”, “estimate”, “plan” and 
“may”, words and expressions of similar import, and future and conditional verbs. 

By their very nature, such statements involve assumptions, uncertainties and inherent risks, both general and specific. It is therefore possible that, due to 
many factors, the assumptions made may be incorrect, or the predictions, forecasts or other forward-looking statements as well as Desjardins Capital’s 
objectives and priorities may not materialize or may prove to be inaccurate and that actual results differ materially.  

A number of factors, many of which are beyond Desjardins Capital’s control and the effects of which can be difficult to predict, could influence, individually 
or collectively, the accuracy of the forward-looking statements in this MD&A. These factors include those discussed in Section 4.0, “Risk management”, of 
Desjardins Capital’s 2019 annual MD&A and in the “COVID-19 pandemic” section of this MD&A for the second quarter of 2020, such as credit, market, 
liquidity and operational risk as well as legal and regulatory risk.  

Additional factors that may affect the accuracy of the forward-looking statements in this MD&A include factors related to critical accounting estimates and 
accounting standards applied by Desjardins Capital and to credit ratings. There are also health crises, such as pandemics and epidemics, including the 
COVID-19 pandemic, or any other similar disease affecting the local, national or global economy. Additional information about these factors is found in 
Section 4.0, “Risk management” of Desjardins Capital’s 2019 annual MD&A and in the “COVID-19 pandemic” section of this MD&A for the second quarter 
of 2020. 

It is important to note that the above list of factors that could influence future results is not exhaustive. Other factors could have an adverse effect on 
Desjardins Capital’s results. Additional information about these and other factors is found in Section 4.0, “Risk management” of Desjardins Capital’s 2019 
annual MD&A.  

Although Desjardins Capital believes that the expectations expressed in these forward-looking statements are reasonable and founded on valid bases, it 
cannot guarantee that these expectations will materialize or prove to be correct. Desjardins Capital cautions readers against placing undue reliance on 
forward-looking statements when making decisions, given that actual results, conditions, actions or future events could differ significantly from the targets, 
expectations, estimates or intentions advanced in them, explicitly or implicitly. Readers who rely on these statements must carefully consider these risk 
factors and other uncertainties and potential events, including the uncertainty inherent in forward-looking statements. 

The significant economic assumptions underlying the forward-looking statements in this document are described in Section 1.0, “Economic environment 
and outlook” of Desjardins Capital’s 2019 annual MD&A. These assumptions may also be updated in the quarterly MD&As, in the “Economic environment 
and outlook” section. To develop our economic growth forecasts, in general and for the financial services sector, we mainly use historical economic data 
provided by recognized and reliable organizations, empirical and theoretical relationships between economic and financial variables, expert judgment and 
identified upside and downside risks for the domestic and global economies. Given how the COVID-19 pandemic has developed, greater uncertainty is 
attached to our economic assumptions compared to previous periods, such assumptions being based on uncertain future developments and considering 
the difficulty of anticipating the extent of the pandemic’s long-term effects. 

Any forward-looking statements contained in this MD&A represent the views of management only as at the date hereof, and are presented for the purpose 
of assisting readers in understanding and interpreting Desjardins Capital’s balance sheet as at the dates indicated or its results for the periods then ended, 
as well as its strategic priorities and objectives as considered as at the date hereof. These statements may not be appropriate for other purposes. 
Desjardins Capital does not undertake to update any oral or written forward-looking statements that could be made from time to time by or on behalf of 
Desjardins Capital, except as required under applicable securities legislation.  

SIGNIFICANT EVENT 

COVID-19 pandemic 

On March 11, 2020, the World Health Organization declared a COVID-19 pandemic, and on March 13, 2020, the Québec government declared a public 
health emergency throughout Québec. Since this date, the declaration of a public health emergency has been successively extended. The Canadian 
government introduced various protection measures during the first half of 2020. Since March, the governments of affected regions have implemented 
measures designed to contain the spread of the virus, including business shutdowns, travel restrictions, quarantines, prohibition of gatherings and event 
cancellations. Following recommendations by government authorities concerning the spread of COVID-19, Desjardins Group implemented a number of 
protection and relief measures as of March. 

Since May 4, 2020, Québec and Ontario have gradually started to ease restrictions, and the various stores and businesses have been given permission to 
reopen to the public under certain conditions. They must, however, make sure that they comply with public health directives regarding physical distancing 
and hygiene measures. While deconfinement has begun, Desjardins has chosen to be cautious in order to limit the risk of spreading the virus, and 
continues to make the health and safety of its members and employees its top priority. Desjardins service centres have gradually reopened since June 15, 
and Desjardins continues to favour online or remote service delivery. In July, approximately 80% of employees were working from home. Desjardins is 
closely monitoring the situation and continues to adjust to ensure service continuity in the context of COVID-19. 
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Virtual special general meetings 

In March 2020, in the context of COVID-19 and to comply with social distancing measures to limit the spread of the virus, Desjardins Group announced 
that it would postpone the caisse general meetings, usually held in April, which as a result delayed the payment of member dividends, for which a vote by 
members is necessary. On May 22, 2020, Desjardins announced that more than 200 caisses would hold virtual special general meetings by the end of 
September 2020 to allow members to vote for their dividend payment. 

Main measures for the benefit of members and clients 

Desjardins has deployed a number of measures to support its members and clients in the context of COVID-19. A number of relief measures have been in 
place since March 16, 2020 for personal and business members and clients who might experience difficulty meeting their financial obligations because of 
the current situation. The solutions available to personal members and clients included payment relief for all their financing products and offering credit to 
members and clients needing quick access to cash, such as loans of last resort of up to $3,000 to personal members hit hard by COVID-19. In addition, 
Desjardins is temporarily granting an annual interest rate of 10.9% to personal members and clients who have Desjardins Visa and MasterCard credit 
cards and obtained a payment deferral on a Desjardins financing product. For business members and clients, needs are analyzed on a case-by-case 
basis, and special measures could be adopted to meet them, such as a temporary revision of financing conditions for credit lines, a moratorium on 
principal debt repayment, accelerated decision-making, deferred payments on credit cards and Accord D financing, and refinancing of certain assets. In 
addition, since the extended lockdown period and movement restrictions led to a significant reduction in auto insurance claims, Desjardins Group’s 
property and casualty insurance subsidiaries gave more than 2.1 million eligible personal and business insureds a refund of between 25% to 40% of the 
amount of their monthly auto insurance premium, based on the conditions in each market, for a total of $105 million, bringing the total refunds for auto 
insurance clients to $155 million, since they received an initial $50 million in April. 

The table below presents members’ and clients’ use of the main relief measures as at June 30, 2020. 

Products As at June 30, 2020 

Financing Number Amount outstanding 

  Residential mortgages and consumer loans 149,000 $17.9 billion 

  Credit card and other personal loans 125,000 $1.2 billion 

  Business loans 27,900 $16.2 billion 

Insurance Number Value of refund 

  Auto insurance premium refund(1) 2,151,000 $155 million 
(1) Includes the $105 million refund to personal and business insureds announced on June 29, 2020. 

In addition to these measures, Desjardins set up partnerships with the Québec and Canadian governments in order to offer solutions to members and 
clients. Desjardins Group is participating in the following assistance programs in particular, which help to provide additional liquidity to finance 
operations or enhance working capital for businesses experiencing temporary difficulties on account of COVID-19.  

 Canada Emergency Business Account (CEBA) 

Under this program, implemented in collaboration with Export Development Canada (EDC), Desjardins Group provides loans of $40,000 interest-
free until December 31, 2022 (and at a rate of 5% thereafter), funded by the federal government, to small businesses and non-for-profits to help 
them cover their operating expenses during a time when their revenue has been temporarily reduced. Loans granted under this program are 
derecognized from Desjardins Group’s Combined Balance Sheets as the program meets the criteria for transfer of cash flows and of substantially 
all the risks and rewards of ownership of the loans to the government. As at June 30, 2020, approximately 63,000 loans totalling $2.5 billion had 
been granted to Desjardins Group members and clients under the CEBA program. 

 Business Development Bank of Canada (BDC) Co-Lending Program  

Under this program, set up through the Business Credit Availability Program (BCAP), Desjardins Group grants term loans for which the maximum 
amount is calculated based on sales, with conditions tailored to the business’ needs. BDC and Desjardins Group entered into a joint facility under 
which BDC automatically acquires an 80% participation in term loans granted to eligible Desjardins Group members and clients. The maximum 
loan amount is $6.25 million ($18.75 million per borrower group) and a moratorium on principal payments of up to 12 months is permitted. The 
participation in loans funded by BDC is derecognized from Desjardins Group’s Combined Balance Sheets as the program meets the criteria for 
transfer of substantially all the risks and rewards of ownership of the loans to the government. As at June 30, 2020, 41 loans totalling $16 million 
had been granted to Desjardins Group members and clients under this co-lending program, $3 million of which remain on Desjardins Group’s 
Combined Balance Sheets.  

 BDC mid-market financing program  

Under this program, commercial loans of $12.5 million to $60 million are granted to medium-sized companies (annual revenue in excess of 
$100 million) that have been particularly impacted by the COVID-19 pandemic and whose credit requirements exceed what is already available 
under the BCAP and other measures. The loans will be granted by the BDC (90%), in close collaboration with the business’ senior lender or 
lending syndicate (10%), to cover operational liquidity needs and support business continuity. Interest will be capitalized for the first 12 months and 
no principal payments are required until the 48 month maturity. No loans have been granted by Desjardins since the program was launched in 
July 2020. 
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 Loan guarantees for small- and medium-sized enterprises (EDC) 

Under the BCAP, EDC also offers a guarantee of up to 80% of the financial institution’s residual loss for new operating lines of credit and new term 
loans of up to $6.25 million for small and medium-sized enterprises (SMEs). Desjardins favours granting term loans, with a moratorium on principal 
of up to 12 months and a maximum amortization of 60 months. Guarantee fees are payable by the borrower to EDC. As at June 30, 2020, 32 loans 
totalling $14 million had been granted to Desjardins Group’s members and clients under this program. 

 Concerted temporary action program for businesses (PACTE) with Investissement Québec 

Investissement Québec (IQ) offers a guarantee of up to 70% of the financial institution’s residual loss for new operating lines of credit and new term 
loans (minimum $71,500) for funding needs for a maximum of 12 months, for businesses operating in Québec, including cooperatives and other 
social economy enterprises with commercial operations. Desjardins favours granting term loans, with a moratorium on principal of up to 12 months 
and a recommended amortization of 36 months, but a possible maximum of 60 months. Guarantee fees are payable by the borrower to IQ. In 
addition, IQ offers a similar guarantee for eligible tourist establishments and attractions of up to 90% of the financial institution’s residual net loss 
for new operating lines of credit and new term loans (no minimum or maximum) for funding requirements limited to a maximum period of  
18 months, with a moratorium on principal and/or interest for up to 24 months. As at June 30, 2020, 180 loans totalling $65 million had been granted 
to Desjardins Group’s members and clients under the PACTE program. 

Capital and liquidity measures 

In the context of the COVID-19 pandemic, the AMF introduced a series of measures to support Québec’s financial system, including adjustments to 
capital requirements related to the COVID-19 pandemic. In addition, the Canadian government set up programs for extraordinary liquidity facilities to 
facilitate access to funding for financial institutions.  

Social measures and reopening of the economy 

We should remember that as of March, Desjardins Group had announced a number of hygiene and protection measures to help limit the spread of 
COVID-19 and its effects. These included in particular reducing the number of service outlets open to members and clients, increasing the contactless 
payment limit for credit and debit cards at Desjardins payment terminals, reducing physical access hours at Desjardins caisses, introducing assistance 
measures for young clients, improving support for members aged 70 and over, making donations to community organizations meeting basic needs and 
donating protective masks to the Québec government.  

During the gradual deconfinement initiated in Québec and Ontario, some Desjardins service centres have been reopened to the public since 
June 15, 2020, while others have remained closed. Each caisse’s distribution network has been analyzed and various factors have been taken into 
account in selecting the centres to be reopened, such as proximity to other service centres, the availability of an ATM, and members’ travel patterns to 
commercial areas where the caisse is located. Desjardins continues to follow government directives and public health guidelines, which call for caution 
and promote a gradual recovery in economic activity. Service centres will reopen gradually over the next few months, depending on how the situation 
evolves. By the end of July 2020, more than 700 service centres in Québec and Ontario had been reopened to properly serve our members and clients 
while complying with public health measures to limit the spread of COVID-19. 

As provided in the business continuity plan, Desjardins continues to promote remote service delivery and recommends virtual meetings with members and 
clients. Where this is not possible, Desjardins has implemented hygiene rules and physical distancing, and under certain circumstances, recommends 
installing a barrier, such as Plexiglas, or wearing personal protective equipment, while following the guidelines for wearing a face mask in enclosed public 
spaces, which has been mandatory in Québec since July 18. All essential physical meetings of members and clients are held at one of the sites 
designated for each caisse or service centre, and Desjardins recommends limiting the physical presence of members to between 10 a.m. and 3 p.m. 
Normal caisse business hours remain the same for telephone and virtual meetings. Members and clients continue to have access to Desjardins ATMs, 
telephone services as well as to its AccèsD Internet, telephone and mobile services. In addition to workplace hygiene and protection rules, Desjardins has 
introduced maintenance, cleaning and disinfection measures as well as certain access restrictions to restrict movement at its corporate sites. 

To contribute to the reopening of the Québec and Ontario economies, Desjardins has put forward a number of initiatives to encourage innovation and 
entrepreneurship and thereby help out businesses and community organizations. These initiatives include the creation of the $150 million GoodSpark 
Fund and the $10 million Momentum Fund, as well as a partnership with Google and Bonjour Startup Montréal to hold an innovation competition. 

 GoodSpark Fund

The GoodSpark Fund will use its $150 million budget for initiatives extending into 2024, in particular to stimulate regional, social and economic activity 
in order to back projects that support community priorities, such as education, the environment, employment and entrepreneurship. 

 Momentum Fund 

The Momentum Fund’s aim is to help local businesses accelerate growth and create quality jobs—two key drivers in regional economic development. 
Over the next two years, its $10 million budget will provide funding equal to 25% of project costs, up to a maximum of $10,000. Businesses can apply 
under a wide range of categories, including digital transformation, ergonomics and social distancing, psychological support, business model 
transformation, innovation, business succession, international market development, and investment in talent and energy-efficient equipment. 

 The < Post > COVID Challenge 

Close to 400 contestants have submitted projects under the < Post > COVID Challenge, a virtual competition extended over four weeks and whose 
mission is to find innovative solutions to societal issues resulting from COVID-19 in Québec. Organized by Bonjour Startup Montréal, Desjardins 
(through Coopérathon) and Google Canada, in cooperation with a number of other stakeholders in the startup ecosystem, the < Post > COVID 
Challenge has selected three promising challenges, submitted by individuals and startups. These winning projects will continue to be developed with 
support from experienced entrepreneurs and experts from multiple domains. As a prerequisite, each project must address a real need in a sector that 
has been particularly affected by the crisis, i.e. health care, education or employment. A winning project has been selected for each sector. 
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Impact of the pandemic 

As mentioned in the “Economic environment and outlook” section of this MD&A, the spread of the coronavirus has had a disruptive impact on the countries 
and Canadian provinces where Desjardins Group operates, and on the global economy in general, while triggering higher volatility and a decline on 
financial markets. Should the COVID-19 pandemic be prolonged or should a second wave occur, or should other diseases appear with similar effects, the 
adverse impact on the global economy could be exacerbated and lead to even sharper declines on capital markets. Desjardins Group’s operations largely 
consist of granting loans or providing financial services and insurance products to governments, public and parapublic institutions, individuals and 
medium-sized businesses and large corporations. The impact of the COVID-19 pandemic on such borrowers and clients could have a significant negative 
impact on Desjardins Group’s financial results, operations, financial position or liquidities. The COVID-19 pandemic could also lead to disruptions among 
Desjardins Group’s main suppliers of goods and services and result in the increased unavailability of personnel, which would have an adverse impact on 
the quality and continuity of customer services and on Desjardins Group’s reputation. Consequently, the impact of the COVID-19 pandemic could have a 
negative effect on Desjardins Group’s operations, operating results, profitability, reputation and financial position, including Desjardins Capital, for an 
undetermined, considerable period of time. Desjardins Group is continuing to monitor developments in the COVID-19 pandemic and the potential 
detrimental effects on its operations. The pandemic’s repercussions on the economy, markets and our activities and financial position depend on highly 
uncertain future developments that are difficult to foresee given the uncertainty about the magnitude, gravity and duration of the pandemic, as well as the 
possibility of a second wave that could lead to closures of certain sectors of the economy or a tightening of lockdown measures by government authorities. 

The COVID-19 pandemic has led to, or could lead to, an increase in some of the risks described in the “Risk management” section on pages 8 to 11 of the 
2019 annual MD&A, including credit, market, liquidity and operational risk. We could also be faced with an increased risk of litigation with our members 
and clients, and of regulatory and government supervision because of the effects of the COVID-19 pandemic on market and economic conditions, and the 
measures taken by government authorities to counter them. For details about the impact of the pandemic on risks, see the “Risk management” section of 
this MD&A. 

DESJARDINS CAPITAL IN BRIEF 

Desjardins Capital is a wholly owned subsidiary of the Federation, and is responsible for issuing securities on capital markets and investing the proceeds 
thereof in subordinated notes issued by the Desjardins caisses of Québec (the caisses of Québec). 

CHANGES IN THE REGULATORY ENVIRONMENT 

This section presents the changes in the regulatory environment applicable to Desjardins Capital. 

Desjardins Group, including Desjardins Capital, closely monitors changes in regulations as they relate to financial products and services as well as new 
developments in order to mitigate any negative impact on its operations, and aims to comply with best practices in this regard. Additional information can 
be found in the “Regulatory environment” section of the 2019 annual MD&A. 

ECONOMIC ENVIRONMENT AND OUTLOOK 

Global economy 

The global economy was showing signs of improving at the start of the year, due in part to reduced trade tensions between China and the United States. 
However, this changed with the outbreak of COVID-19 in China. First it was the Chinese economy that experienced some real problems, posting a 33.8% 
annualized decline in real GDP in the first quarter. For the global economy the initial consequences were falling Chinese demand and supply problems. 
However, as the coronavirus spread to many other countries and became a full-blown pandemic, economic development around the world faced even 
greater problems. The decline in tourism, the temporary closure of several services and the required health and lockdown measures, either suggested or 
imposed by the public authorities of many countries, led to major declines in real GDP in the first quarter and an annualized drop of 13.6% in the 
eurozone. Outside of China, the situation deteriorated even more in the second quarter, with annualized contractions of approximately 40% of the activity 
in several countries, confirming a global recession. However, May brought evidence that household and business confidence had begun to improve. The 
global economy is expected to rally in the second half of 2020 and in 2021, although it will take time to reach pre-crisis levels. The possibility of a 
significant second wave of COVID-19, however, poses a very significant risk to the global economy. 

The pandemic provoked a dramatic plunge in the equity markets and a substantial widening of credit spreads in the first quarter of 2020, but this was 
followed by a major rebound in the value of high-risk assets in the second quarter. The main U.S. stock market indices posted their strongest quarterly 
gains since the start of the new millennium, with technology stocks leading the way. Credit spreads also narrowed sharply, driving appreciable gains in the 
bond markets. This good performance by the financial markets was largely due to the actions taken by central banks which, in addition to dramatically 
lowering interest rates, supported demand for all financial assets by injecting massive amounts of liquidity and even buying certain riskier assets directly. 
Initiatives to re-open several economies have also helped reassure investors.  

In an environment where inflation and economic activity are expected to recover very gradually and where health risks are likely to persist, the U.S. 
Federal Reserve (the Fed) and the Bank of Canada are committed to using all the tools at their disposal to support the economic recovery and the smooth 
functioning of financial markets. Key interest rates should therefore remain stable in North America for the next few quarters, and this will help keep bond 
rates very low. Abundant liquidity and low interest rates may continue to underpin value for all financial assets.
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United States 

The U.S. economy was growing quite strongly at the start of 2020. Markets and consumer and business confidence were supported by the key interest 
rate cuts announced in 2019 and the truce in the trade war with China. However, starting in mid-March a rapid increase in COVID-19 cases changed 
everything. Voluntary or imposed lockdown measures caused a significant drop in economic activity. After a decrease of 5.0% in the first quarter at an 
annualized rate, the US real GDP fell 32.9% in the second quarter, the worst drop since 1950. Millions of jobs were quickly lost, and the unemployment 
rate jumped. The U.S. was thus officially declared in recession. However, job creation was already staging a comeback in May, and some indicators had 
begun to pick up. The U.S. economy is expected to rally as early as the third quarter of 2020 and grow strongly in 2021. This improvement is supported, 
among other things, by the federal government's assistance plan and the measures taken by the Fed. The recent rise in COVID-19 cases, however, risks 
hampering the resumption of activity. 

Canada 

The Canadian economy was hard hit by the adverse impacts of COVID-19. Lockdown measures introduced in all the provinces have severely disrupted 
production in Canada and resulted in historic fluctuations in the economy. This resulted in a 2.1% decline in real GDP for the first quarter as a whole (8.2% 
annualized). In the wake of a very negative month in April, the gradual easing of restrictions across the country allowed the Canadian economy to begin 
recovering as early as May. However, the recovery will be slow and gradual. Although real GDP by industry flipped positive in May and June, the very 
negative base effects stemming from the drop in real GDP in March and April will produce a very negative average for the second quarter. Our scenario 
therefore assumes a 12.0% (or 40.0% annualized) decline in real GDP for the second quarter as a whole. Needless to say, this will represent a historic 
drop in Canada’s real GDP. We will therefore need to wait until the third quarter before seeing evidence of economic recovery in the quarterly results. On 
average, real GDP is expected to decline by approximately 6% for 2020 as a whole. The recovery should continue next year, when real GDP could grow 
approximately 5.0%. This being said, uncertainties abound. The direction taken by the pandemic will clearly be a determining factor in the performance of 
the Canadian economy going forward, and a second wave of COVID-19 cannot be ruled out. 

Québec 

In Québec, much like elsewhere in the world, the economic indicators for March began to reflect the beginning of the lockdown measures. This led to a 
sharp drop in economic activity starting in the first quarter. Real GDP fell by 2.7% (or 10.3% on an annualized basis), the steepest quarterly decline since 
the indicators began being reported in 1981. Household consumption expenditure plunged 11.1%, non-residential business investment slipped 2.6%, and 
residential expenditures fell 4.9%. In addition, Québec exports fell by 11.8% (at an annualized rate) in the first quarter. These figures reflect the magnitude 
of the shock that began in March for households and businesses. Educational and cultural institutions as well as non-essential businesses remained 
closed in April, with the exception of residential construction. April GDP fell 14.8%, more than the 9.6% drop in March, and the second-quarter plunge will 
be even deeper, although May and June are expected to be positive due to the gradual re-opening of the economy. The unemployment rate continues to 
fall from April's peak of 17.0%, and household confidence has begun to rally. However, the damage caused by COVID-19 will leave deep scars, and it will 
take several quarters before economic activity can fully recover. 
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REVIEW OF FINANCIAL RESULTS

Financial results

For the three-month periods For the six-month periods

(in thousands of dollars) ended ended

June 30, 
2020 

March 31, 
2020 

June 30, 
2019 

June 30, 
2020 

June 30, 
2019 

Interest income

Subordinated notes issued by Desjardins caisses of Québec $ 11,021 $ 18,564 $ 18,563 $ 29,585 $ 37,127

Cash 31 86 82 117 166

11,052 18,650 18,645 29,702 37,293

Interest expense

Senior notes 10,735 18,083 18,075 28,818 36,147

10,735 18,083 18,075 28,818 36,147

Net interest income 317 567 570 884 1,146

Non-interest expense

Professional fees 122 172 187 294 370

Income before income taxes 195 395 383 590 776

Income tax expense 51 105 102 156 206

Net income for the period $ 144 $ 290 $ 281 $ 434 $ 570

ANALYSIS OF RESULTS 

COMPARISON OF THE SECOND QUARTERS OF 2020 AND 2019 

For the second quarter ended June 30, 2020, Desjardins Capital recorded $144 thousand in net income, compared to $281 thousand for the same period 
of 2019. Net interest income was $317 thousand, down $253 thousand from the net interest income reported for the same period of 2019. This decrease 
was mainly due to a decline in net interest income as a result of the early redemption of Series G senior notes and the redemption of Series G 
subordinated notes on May 5, 2020. Professional fees included in non-interest expense declined by $65 thousand to $122 thousand for the second quarter 
ended June 30, 2020. It should be recalled that net interest income arises from the spread between the interest rate on the subordinated notes and that on 
the senior notes used to finance Desjardins Capital’s operating expenses. 

COMPARISON OF THE FIRST SIX MONTHS OF 2020 AND 2019 

For the first six months ended June 30, 2020, Desjardins Capital recorded $434 thousand in net income, compared to $570 thousand for the same period 
of 2019. Net interest income was $884 thousand, down $262 thousand from the net interest income reported for the same period of 2019. This decline 
was essentially due to lower net interest income as a result of the early redemption of Series G senior notes and the redemption of Series G subordinated 
notes on May 5, 2020. Professional fees included in non-interest expense declined by $76 thousand to $294 thousand for the six-month period ended 
June 30, 2020.

The situation related to COVID-19 pandemic had no impact on Desjardins Capital’s results for the six-month period ended June 30, 2020. 

SUMMARY OF INTERIM RESULTS 

The table below summarizes Desjardins Capital’s results for the most recent eight quarters.

Results for the previous eight quarters

(in thousands of dollars) 2020 2019 2018

Q2 Q1 Q4 Q3 Q2 Q1 Q4 Q3

Interest income $ 11,052 $ 18,650 $ 18,657 $ 18,650 $ 18,645 $ 18,648 $ 18,641 $ 18,631

Interest expense 10,735 18,083 18,080 18,077 18,075 18,072 18,069 18,067

Net interest income 317 567 577 573 570 576 572 564

Non-interest expense 122 172 173 154 187 183 111 272

Income before income taxes 195 395 404 419 383 393 461 292

Income tax expense 51 105 107 112 102 104 124 78

Net income $ 144 $ 290 $ 297 $ 307 $ 281 $ 289 $ 337 $ 214
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BALANCE SHEET REVIEW

TOTAL ASSETS 

As at June 30, 2020, Desjardins Capital had total assets of $0.5 billion compared to $1.4 billion as at December 31, 2019. These assets consisted 
primarily of subordinated notes issued by the caisses of Québec. 

As at June 30, 2020, the subordinated notes issued by the caisses of Québec were comprised of: 

Series J

Carrying amount $500.0 million 

Acquisition date December 15, 2011

Maturity date December 15, 2026

Fixed annual interest rate 5.154% December 15, 2011 to December 14, 2021

Fixed interest payments Biannual until December 15, 2021

Variable annual interest rate  90-day bankers’ acceptance rate plus 2.8665%  
December 15, 2021 to December 14, 2026

Variable interest payments Quarterly from March 15, 2022 to December 15, 2026

Total or partial early redemption at the option of Desjardins Capital 
to finance the early redemption of the corresponding senior notes 

 No early redemption before December 15, 2021 

On or after December 15, 2021, early redemption subject to prior approval 
from the AMF

Interest receivable $1.2 million

On May 5, 2020, Desjardins Capital redeemed all the Series G subordinated notes in order to redeem in advance all Series G senior notes, which had a 
carrying amount of $900.0 million.

TOTAL LIABILITIES 

As at June 30, 2020, Desjardins Capital’s total liabilities stood at $0.5 billion compared to $1.4 billion as at December 31, 2019. These liabilities consisted 
mainly of senior notes.  

As at June 30, 2020, Desjardins Capital’s senior notes were comprised of: 

Series J

Nominal value $500.0 million 

Issuing date December 15, 2011

Maturity date December 15, 2026

Fixed annual interest rate 4.954% December 15, 2011 to December 14, 2021

Fixed interest payments Biannual until December 15, 2021

Variable annual interest rate  90-day bankers’ acceptance rate plus 2.67%  
December 15, 2021 to December 14, 2026

Variable interest payments  Quarterly  
March 15, 2022 to December 15, 2026

Early redemption  No early redemption before December 15, 2021 

On or after December 15, 2021, early redemption in whole or in part 
subject to prior approval from the AMF

Interest payable $1.1 million

These senior notes are secured by a first hypothec on the corresponding subordinated notes of each of the above-mentioned series. 

On May 5, 2020, Desjardins Capital redeemed in advance all the Series G senior notes in an amount of $900.0 million. 
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RISK MANAGEMENT 

Desjardins Capital was created exclusively for the purpose of offering securities on the financial markets and investing the proceeds thereof in securities 
issued by the caisses of Québec to meet their liquidity and capital needs. Desjardins Capital therefore acts as a link between external investors and the 
caisses of Québec in order to provide easier access to institutional capital. 

Desjardins Capital’s Board of Directors is responsible for guiding, planning, coordinating and monitoring all of its operations. The Board of Directors is 
supported in some of its responsibilities, specifically in the area of risk management, by its Management Committee and its Audit Committee. 

Desjardins Capital is exposed to different types of risks in its normal course of operations, including credit risk, market risk and liquidity risk. 

With respect to the COVID-19 pandemic, Desjardins Group, including Desjardins Capital, is closely monitoring the development of the pandemic and its 
impact on activities. For more details, refer to the "Significant event - COVID-19 pandemic" section of this MD&A, which presents certain factors that could 
contribute to the risks described in the 2019 annual MD&A. 

CREDIT RISK 

Credit risk is the risk of losses resulting from a counterparty’s failure to honour its contractual obligations, whether or not such obligations appear on the 
Balance Sheets. 

Desjardins Capital is exposed to credit risk primarily through the subordinated notes issued to it by the caisses of Québec. 

The securities issued by the caisses of Québec to Desjardins Capital are, in fact, subordinated, as to right of payment, to all the other obligations of the 
caisses of Québec. However, this risk is considered minimal, given that Desjardins Group, including the Fonds de sécurité Desjardins, has implemented 
certain intervention mechanisms designed to help caisses of Québec in financial difficulty. Moreover, the Act respecting financial services cooperatives
grants the Federation powers to intervene with the caisses in keeping with its mission of ensuring the financial health of the Groupe coopératif Desjardins
and its long-term success. Additional information on the Act can be found in the “Changes in the regulatory environment” section.  

During the current COVID-19 pandemic, Desjardins Group has put forward several relief measures to support its members and clients and mitigate the 
impact of this crisis. Government authorities have also set up a number of programs to stabilize the situation and bolster the economy. Although future 
repercussions are still uncertain, the credit portfolio is being strictly monitored to take into consideration more or less long-term impacts. 

MARKET RISK 

Market risk refers to the risk of changes in the fair value of financial instruments resulting from fluctuations in the parameters affecting this value, in 
particular, interest rates, exchange rates, credit spreads and their volatility. 

Desjardins Capital is exposed to market risk primarily through to its positions resulting from its intermediation operations between the caisses of Québec 
and institutional investors. More specifically, Desjardins Capital is exposed to interest rate risk, which corresponds to the potential impact of rate 
fluctuations on net interest income and on the economic value of equity. 

Desjardins Capital applies sound and conservative management practices in order to achieve intermediation between lenders and the caisses of Québec 
with a view to achieving the matching required to mitigate interest rate risk. To avoid any sensitivity to changing interest rates, Desjardins Capital seeks to 
match the terms of the related senior notes with the terms of the subordinated notes. In addition, when debt securities are issued, Desjardins Capital sets 
a sufficient profit margin to finance its operating costs by fixing an interest rate on the subordinated notes. Moreover, Desjardins Capital has no trading 
portfolio. 

Since cash flows resulting from Desjardins Capital’s operations are matched, the impact of interest rate changes on the economic value of capital is 
negligible. 

LIQUIDITY RISK 

Liquidity risk refers to Desjardins Capital’s capacity to raise the necessary funds (by increasing liabilities or converting assets) to meet a financial 
obligation, whether or not it appears on the Balance Sheets. 

Desjardins Capital carefully manages liquidity risk by matching maturities between senior notes and subordinated notes. Desjardins Capital can also 
require the caisses of Québec to pay, in whole or in part, the subordinated notes in order to redeem senior notes in advance. 

Furthermore, Desjardins Capital ensures that the contractual maturities of senior notes and subordinated notes are staggered in order to avoid an 
excessive concentration of these maturities on specific dates. Such concentration could lead to a liquidity risk when there is turbulence in financial 
markets. 

Sources of financing 

Desjardins Capital’s borrowing programs, which are established by prospectus, matured in previous years and were not renewed. Depending on changes 
in the regulatory environment, Desjardins Capital may at some time in the future launch issues of securities on capital markets in Canada, the U.S. and 
Europe.  

On May 5, 2020, Desjardins Capital redeemed in advance all the Series G senior notes in an amount of $900.0 million. 



DESJARDINS CAPITAL INC. INTERIM FINANCIAL REPORT

Second quarter – June 30, 2020 10

Basel III 

Desjardins Capital’s senior notes fully qualified, for Desjardins Group, as Tier 2 regulatory capital until December 31, 2012. On January 1, 2013, the AMF 
adopted the provisions stipulated by the Basel Committee with respect to requirements to ensure that losses are absorbed at the point of non-viability. 
Consequently, since January 1, 2013, these notes no longer fully qualify as Tier 2 regulatory capital since they do not satisfy the requirements for  
non-viability contingent capital. 

As a result, Desjardins Capital’s senior notes are being gradually eliminated from Desjardins Group’s capital at a rate of 10% per year over a nine-year 
period that began on January 1, 2013 under the transitional measures set out in the AMF guideline. 

Credit ratings of securities issued and outstanding 

The credit ratings of Desjardins Capital affect its ability to access sources of funding on capital markets, as well as the conditions of such funding. 

Desjardins Capital has first-class credit ratings that are among the best of the major Canadian and international banking institutions. 

Rating agencies assign credit ratings and related ratings outlooks based on their own proprietary methodology, which includes a number of analytical 
criteria, including factors that are not under Desjardins Group’s control. The rating agencies evaluate Desjardins Group primarily on a combined basis and 
recognize its capitalization, its consistent financial performance, its significant market shares in Québec and the quality of its assets. Consequently, the 
credit ratings of Desjardins Capital, a venture issuer, are backed by Desjardins Group’s financial strength. It should be noted that the Federation is also 
assigned credit ratings by rating agencies. 

In recent months, some rating agencies have acted on Desjardins Capital’s instruments: 

 On April 3, following an update of its methodology applicable to the banking and non-banking industry, Fitch announced that it had downgraded the 
credit rating on Desjardins Capital’s senior debt securities from A+ to A; 

 On June 9, 2020, Moody’s upgraded the outlook for Desjardins Group (including Desjardins Capital) from negative to stable. This change reflects 
Moody’s assessment that Desjardins Group reduced its reliance on wholesale funding but it is also due to Desjardins’s geographic footprint in the 
province of Québec, where consumers have, on average, lower levels of indebtedness compared to those of other Canadian provinces, as well as 
Desjardins’s (including Desjardins Capital) minimal exposure to the energy sector in Canada. As a result, Moody’s believes that the Desjardins loan 
portfolio is less vulnerable to the COVID-19 pandemic in comparison to the Canadian banks’ portfolios. 

 On July 16, the rating agency DBRS confirmed the A (high) credit rating for Desjardins Capital’s senior securities as well as the stable outlook. DBRS’ 
affirmed rating and outlook reflect both Desjardins Group’s strength, its market shares in residential mortgages and savings as well as its competitive 
advantage over other financial institutions given its diversified business model. 

At the date of this MD&A, the outlooks assigned by DBRS, Moody’s and S&P for Desjardins Capital’s ratings were stable. 

The following table lists the credit ratings of the senior debt securities of Desjardins Capital Inc. 

Credit ratings of securities issued and outstanding

DBRS FITCH MOODY'S
STANDARD & 

POOR'S

Medium and long-term debt, senior A (high) A A2 A 

ADDITIONAL INFORMATION 

CONTROLS AND PROCEDURES 

During the interim period ended June 30, 2020, Desjardins Capital did not make any changes to its policies, procedures and other processes with regard 
to internal control that had materially affected, or may materially affect, its internal control over financial reporting. The parties involved and their 
responsibilities regarding such internal control are described on page 12 of the 2019 annual MD&A. 

RELATED PARTY DISCLOSURES 

In the normal course of business, Desjardins Capital carries out transactions with Desjardins Group entities. All transactions were entered into under 
normal market terms and conditions. Desjardins Capital does not carry out financial transactions with its management personnel. 

Additional information on related party transactions is provided in Note 11, “Related party disclosures”, to the Annual Financial Statements.
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

A description of the accounting policies used by Desjardins Capital is essential to understanding the Annual and Interim Financial Statements. The 
significant accounting policies are described in Note 2, “Basis of presentation and significant accounting policies”, to Desjardins Capital’s Annual Financial 
Statements on pages 32 to 34 of the 2019 Annual Report. 

Some of these policies are of particular importance in presenting Desjardins Capital’s financial position and operating results because they require 
management to make judgments as well as estimates and assumptions that affect the reported amounts of some assets, liabilities, income and expenses, 
as well as related information. Explanations of the significant accounting policies that have required management to make difficult, subjective or complex 
judgments, often about matters that are inherently uncertain, are provided on pages 12 and 13 of the 2019 annual MD&A. 

No material change was made to these judgments, estimates, assumptions and accounting policies during the first six months of 2020. 

FUTURE ACCOUNTING CHANGES 

IAS 1, “Presentation of Financial Statements”  

In January 2020, the IASB issued amendments to IAS 1, “Presentation of Financial Statements”, on the classification of liabilities as current and  
non-current. The amendments clarify the classification of liabilities. Desjardins Capital is currently assessing the impact of adopting the amendments, 
which will be effective for annual reporting periods beginning on or after January 1, 2022, on a retrospective basis. Early application of the amendments is 
permitted. In July 2020, the IASB published an amendment to postpone the effective date of the amendments to IAS 1 to fiscal years beginning on or after  
January 1, 2023.  

None of the other accounting standards issued by the IASB, but not yet effective as at June 30, 2020, has a significant impact on Desjardins Capital. 
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Balance Sheets 
(unaudited)     

   As at As at  

(in thousands of Canadian dollars)  June 30, 2020 December 31, 2019 

ASSETS    

Current assets  

Cash and deposits with financial institutions  $ 21,076  $ 19,843  

Interest receivable  1,152  8,727  

Other receivables  14  -  

Series G subordinated notes issued by Desjardins caisses of Québec, at cost  -  900,000  

Total current assets  22,242  928,570  

Non-current assets    

Series J subordinated notes issued by Desjardins caisses of Québec, at cost  500,000 500,000  

Total non-current assets  500,000  500,000  

TOTAL ASSETS  $ 522,242  $ 1,428,570  
    

     

LIABILITIES AND SHAREHOLDER'S EQUITY      

LIABILITIES    

Current liabilities    

Interest payable  $ 1,101  $ 8,363  

Other accrued liabilities  289  81  

Income taxes payable  97  65  

Senior notes, Series G  -  899,807  

Total current liabilities  1,487  908,316  

Non-current liabilities    

Senior notes, Series J  499,518 499,358  

   499,518  499,358  

Deferred tax liabilities  128  221  

Total non-current liabilities  499,646  499,579  

TOTAL LIABILITIES  501,133  1,407,895  

     

SHAREHOLDER'S EQUITY    

Capital stock  1,010  1,010  

Retained earnings  20,099  19,665  

TOTAL SHAREHOLDER'S EQUITY  21,109  20,675  

TOTAL LIABILITIES AND SHAREHOLDER'S EQUITY  $ 522,242  $ 1,428,570  
      

The accompanying notes are an integral part of the Condensed Interim Financial Statements. 
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Statements of Comprehensive Income   
(unaudited)            

  For the three-month periods For the six-month periods 
  ended June 30 ended June 30 

(in thousands of Canadian dollars) 2020 2019 2020 2019 

INTEREST INCOME           

Subordinated notes issued by Desjardins caisses of Québec           

 Series G $ 4,579  $ 12,121  $ 16,700  $ 24,242  

 Series J 6,442  6,442  12,885  12,885  

Cash 31  82  117  166  

  11,052  18,645  29,702  37,293  

INTEREST EXPENSE      

 Senior notes        

 Series G  4,462  11,806  16,273  23,610  

 Series J  6,273  6,269  12,545  12,537  

  10,735  18,075  28,818  36,147  

NET INTEREST INCOME 317  570  884  1,146  

NON-INTEREST EXPENSE     

 Professional fees 122  187  294  370  

INCOME BEFORE INCOME TAXES 195  383  590  776  

 Income tax expense 51  102  156  206  

NET INCOME AND COMPREHENSIVE INCOME FOR THE PERIOD $ 144  $ 281  $ 434  $ 570  
             

The accompanying notes are an integral part of the Condensed Interim Financial Statements.    
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Statements of Changes in Shareholder's Equity  
(unaudited)          

          

For the six-month periods ended June 30          

  Retained Total shareholder's  

(in thousands of Canadian dollars) Capital stock earnings equity 

BALANCE AS AT DECEMBER 31, 2019 $ 1,010 $ 19,665 $ 20,675 

Net income and comprehensive income for the period - 434 434 

BALANCE AS AT JUNE 30, 2020 $ 1,010 $ 20,099 $ 21,109 

 

BALANCE AS AT DECEMBER 31, 2018 $ 1,010 $ 18,531 $ 19,541 

Net income and comprehensive income for the period - 570 570 

BALANCE AS AT JUNE 30, 2019 $ 1,010 $ 19,101 $ 20,111 
    

The accompanying notes are an integral part of the Condensed Interim Financial Statements.  
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Statements of Cash Flows      
(unaudited)      

 For the six-month periods 

  ended June 30 

(in thousands of Canadian dollars) 2020 2019 

CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES     

Income before income taxes $ 590 $ 776 

Non-cash adjustments:   

 Net change in interest receivable and payable 313 1 

 Net change in other receivables and other accrued liabilities 194 182 

 Capitalized expenses on senior notes 353 420 

Income taxes paid (217) (305) 

  1,233 1,074 
CASH FLOWS USED IN FINANCING ACTIVITIES   
Repayment of Series G senior notes (900,000) - 
  (900,000) - 
CASH FLOWS FROM INVESTING ACTIVITIES   
Redemption of Desjardins caisses of Québec Series G subordinated notes  900,000 - 
  900,000 - 

Net increase in cash and cash equivalents 1,233 1,074 

Cash and cash equivalents at beginning of period 19,843 18,006 

CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 21,076 $ 19,080 

    Supplemental information on cash flows from (used in) operating activities   
 Interest paid $ 35,727 $ 35,727 

 Interest received $ 37,277 $ 37,294 
      

The accompanying notes are an integral part of the Condensed Interim Financial Statements.  
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS 
(unaudited) 

 

NOTE 1 – INFORMATION ON DESJARDINS CAPITAL INC. 
 
Nature of operations 
 
Desjardins Capital Inc. (Desjardins Capital), incorporated under Part 1A of the Companies Act (Québec) and continued under the Business Corporations 
Act (Québec), was established to issue its own senior notes on capital markets and invest the proceeds thereof in subordinated notes issued by the 
Desjardins caisses of Québec. The Desjardins caisses of Québec are governed by the Act respecting financial services cooperatives and are affiliated 
with the Fédération des caisses Desjardins du Québec (the Federation), the parent company of Desjardins Capital. The address of Desjardins Capital’s 
head office is 100 Des Commandeurs Street, Lévis, Québec, Canada. 
 
 
  
NOTE 2 – BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES 

 
BASIS OF PRESENTATION 
 
Statement of compliance 
 
These unaudited Condensed Interim Financial Statements (the Interim Financial Statements) have been prepared by Desjardins Capital’s management in 
accordance with the International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB), more specifically 
in accordance with International Accounting Standard (IAS) 34, “Interim Financial Reporting”, and the accounting requirements of the Autorité des 
marchés financiers (AMF) in Québec, which do not differ from IFRS.  
 
These Interim Financial Statements should be read in conjunction with the audited Annual Financial Statements (the Annual Financial Statements) for the 
year ended December 31, 2019, and the shaded areas of section 4.1, “Risk management”, of the related Management’s Discussion and Analysis, which 
are an integral part of the Annual Financial Statements. All accounting policies were applied as described in Note 2, “Basis of presentation and significant 
accounting policies”, to the Annual Financial Statements. 
 
These Interim Financial Statements were approved by the Board of Directors of Desjardins Capital on August 11, 2020. 
 
Presentation and functional currency 
 
These Interim Financial Statements are expressed in Canadian dollars, which is also the functional currency of Desjardins Capital. Dollar amounts 
presented in the tables of the Notes to the Interim Financial Statements are in thousands of dollars, unless otherwise stated. 
  
Significant event 
 
On March 11, 2020, the World Health Organization declared COVID-19 a pandemic. On March 13, 2020, the Government of Québec declared a health 
emergency throughout the Québec territory. The Government of Canada has introduced various protection measures during the first quarter of 2020. This 
situation and the measures implemented have significant impacts on global, national, provincial and local economies.  
 
The COVID-19 pandemic did not have any material impact on Desjardins Capital’s profit and loss and financial position as at June 30, 2020. 
 
  
FUTURE ACCOUNTING CHANGES 
 
IAS 1, “Presentation of Financial Statementsˮ 
 
In January 2020, the IASB published the amendments to IAS 1, “Presentation of Financial Statements”, on the classification of liabilities as current and 
non-current liabilities. The changes are intended to clarify the classification of liabilities. Capital Desjardins is currently evaluating the impact that the 
adoption of the modifications that will be applicable to fiscal years beginning on or after January 1, 2022 will have, retrospectively. Early application of the 
changes is permitted. In July 2020, the IASB issued an amendment to postpone the effective date of the amendments to IAS 1 to fiscal years beginning on 
or after January 1, 2023.  
 
For the other accounting standards which were published by the IASB, but which were not yet effective on June 30, 2020, none has any material impact 
for Desjardins Capital. 
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NOTE 3 – FAIR VALUE OF FINANCIAL INSTRUMENTS 

 
DETERMINATION OF THE FAIR VALUE OF FINANCIAL INSTRUMENTS 
 
For more information on the valuation techniques used to determine the fair value of the main financial instruments, refer to Note 2, “Basis of presentation 
and significant accounting policies”, to the Annual Financial Statements. No significant changes were made to our fair value valuation techniques during 
the quarter. Desjardins Capital has implemented controls and procedures to ensure that financial instruments are appropriately and reliably measured. 
 
FAIR VALUE OF FINANCIAL INSTRUMENTS 
 
The carrying amount of certain financial instruments measured at amortized cost does not equal fair value. The following table presents those financial 
instruments. 
 

 As at June 30, 2020 As at December 31, 2019 

 Carrying amount Fair value Carrying amount Fair value 

Financial assets             

Subordinated notes $ 500,000 $ 524,747 $ 1,400,000 $ 1,433,894 

Financial liabilities 

Senior notes 499,518 524,796 1,399,165 1,434,006 

             
FAIR VALUE HIERARCHY 
 
Fair value measurement is determined using a three-level fair value hierarchy. Refer to Note 7, “Fair value of financial instruments”, to the Annual 
Financial Statements, which contains a description of these three levels. 
  
 
 

NOTE 4 – SUBORDINATED NOTES ISSUED BY THE DESJARDINS CAISSES, SERIES G 
 
On May 5, 2020, Desjardins Capital submitted a request to the Desjardins caisses to redeem all Series G subordinated notes for an amount of 
$900 million in order to repay the Series G senior notes, maturing on May 5, 2020. These notes bore interest at an annual fixed rate of 5.387%. The 
Desjardins caisses repaid these notes on May 5, 2020. 
  
 
 

NOTE 5 – SERIE G SENIOR NOTES 
 
Under the terms of a purchase and resale agreement dated May 5, 2010, Desjardins Capital had agreed to issue, for a consideration of $900 million, 
Series G senior notes, maturing May 5, 2020. These notes bore interest at an annual fixed rate of 5.187% and where secured by a first hypothec on the 
Series G subordinated notes described in Note 4. Management repaid these notes on May 5, 2020. 
 
 
  
NOTE 6 – CAPITAL MANAGEMENT 

 
The goal of capital management at Desjardins Capital is to ensure that a sufficient level of high-quality capital is maintained to ensure the continuity of its 
operations, to pay regular dividends to its shareholder, and to maintain favourable credit ratings and the confidence of financial markets. 
 
As a wholly-owned subsidiary of the Federation, Desjardins Capital is not itself bound by regulatory capital requirements, such requirements applying 
instead to Desjardins Group as a whole. The assets of Desjardins Capital are consolidated for the purposes of evaluating the composition and adequacy 
of both the Federation’s and Desjardins Group’s capital, which is conducted according to the guideline on adequacy of capital base standards applicable 
to financial services cooperatives issued by the AMF. 
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GENERAL INFORMATION 
 
 

Desjardins Capital Inc. 
 
100 Des Commandeurs Street 
Lévis, Québec  
G6V 7N5 Canada 
Telephone: 514 281-7000 
www.desjardins.com 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

La version française de ce rapport trimestriel 
est disponible sur demande. 

 

 
 

 

http://www.desjardins.com/
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