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ECONOMIC NEWS

Canada: Corporate and Government Debt Soars
HIGHLIGHTS

Non-financial corporations and the federal government in
particular saw debt rise
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ff Still, non-financial private corporation debt jumped
considerably in the first quarter, rising 5.4% (which represents
a $83.3B increase). As a result, the total debt to capitalization
ratio rose sharply from 188.59% to 212.32%.
ff Government debt also increased in the first quarter. Federal
government public administration debt increased $29.5B
(+3.9%) in the first quarter while the debt of the other public
administrations grew $20.4B (+2.0%).
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ff Households didn’t see their debt increase too much in the
first quarter of 2020. The value of their credit market loans
rose 0.5% during the period. Nonetheless, their debt relative
to disposable income edged up slightly from 175.62% in
the fourth quarter of 2019 to 176.93% in the first quarter
of 2020.
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IMPLICATIONS
COMMENTS
The support measures introduced by governments to reduce
the adverse effects of COVID‑19 upended the snapshot of the
country’s debt. In the case of households, government measures
resulted in their disposable income rising in the first quarter
despite the many job losses. This prevented household debt ratio
in particular from surging.
In the case of businesses, the proposed government aid consisted
mostly of loan guarantees. This prompted many businesses to
increase their debt in order to access cash and get through the
crisis. As a result, non-financial private corporate debt ratio rose
significantly in the first quarter of 2020 without hitting the peak
noted during the Great Recession of 2008–2009. All of the
support measures obviously resulted in public administration debt
soaring in the first quarter of 2020.

The total debt of all of the country’s economic agents
(households, businesses, governments, etc.) climbed 3.6% in
the first quarter, which was one of the biggest increases since
the beginning of these historical data in 1990. And it’s not over.
Given the ongoing difficulties in April and the slow return to
normal in May, debt will continue to rise in the second quarter.
Since interest rates are at a historic low, this won’t create too
many problems in the short term. However, it does pose a risk
in the medium- to long-term because higher debt could weaken
the Canadian economy’s situation should interest rates suddenly
and unexpectedly increase.

Benoit P. Durocher, Senior Economist

François Dupuis, Vice-President and Chief Economist • Mathieu D’Anjou, Deputy Chief Economist
Hélène Bégin, Senior Economist • Benoit P. Durocher, Senior Economist • Francis Généreux, Senior Economist
Desjardins, Economic Studies: 514‑281‑2336 or 1 866‑866‑7000, ext. 5552336 • desjardins.economics@desjardins.com • desjardins.com/economics
NOTE TO READERS: The letters k, M and B are used in texts and tables to refer to thousands, millions and billions respectively.
IMPORTANT: This document is based on public information and may under no circumstances be used or construed as a commitment by Desjardins Group. While the information provided has been determined on the basis of data
obtained from sources that are deemed to be reliable, Desjardins Group in no way warrants that the information is accurate or complete. The document is provided solely for information purposes and does not constitute an offer
or solicitation for purchase or sale. Desjardins Group takes no responsibility for the consequences of any decision whatsoever made on the basis of the data contained herein and does not hereby undertake to provide any advice,
notably in the area of investment services. The data on prices or margins are provided for information purposes and may be modified at any time, based on such factors as market conditions. The past performances and projections
expressed herein are no guarantee of future performance. The opinions and forecasts contained herein are, unless otherwise indicated, those of the document’s authors and do not represent the opinions of any other person or the
official position of Desjardins Group. Copyright © 2020, Desjardins Group. All rights reserved.

