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Sharp increase in interest rates over short span
5-year government bond yield and 3-month Treasury bills (NBF forecast from 2022Q3 to 2024Q4)
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NBF Economics and Strategy (data via Refinitiv)
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Historical perspective on household debt
Ratio of debt to disposable income, cost of debt service, and effective debt rate (1990–2022)
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Debt service as % of 

disposable income 
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NBF Economics and Strategy (data via Statistics Canada)
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Effective interest rate for Canadian households expected to rise
Effective interest rate on household debt and 5-year federal government bond yield

NBF Economics and Strategy (Statistics Canada and Refinitiv data)

Effective interest rate on 

household debt (L)

5-year federal government 

bond yield (R)
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891
39%

368
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181
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316
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Fixed-rate insured mortgages Fixed-rate uninsured mortgages

Variable-rate fixed-payment mortgages Variable-rate adjustable-payment mortgages

Lines of credit

Household debt subject to interest payment shock
Household debt at 2021Q4, in billions of dollars

NBF Economics and Strategy (Statistics Canada)

67% of variable-rate 

mortgages have fixed 

payments

0.50%

0.71%

0.82%

2022 2023 2024
0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

Fixed-rate insured mortgages Fixed-rate uninsured mortgages

Variable-rate fixed-payment mortgages Variable-rate adjustable-payment mortgages

Lines of Credit Total

Outlook on debt service
Increase in debt service as a percentage of disposable income

Percentage of disposable income

NBF Economics and Strategy

+0.21%

+0.12%
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Contract rate (L) Rate at renewal (L) % up for renewal, insured (R)

Payment shock for insured mortgages
Contract mortgage rates by renewal year, expected rate at renewal, and proportion up for renewal

%

NBF Economics and Strategy

%

2022

Impact 

(M$)

Marginal 

impact 

(M$)

Impact 

(M$)

Marginal 

impact 

(M$)

Impact 

(M$)

Fixed-rate mortgages 

insured
                292                 959             1,251                 955             2,207             3,750 

Fixed-rate mortgages 

uninsured
                486             1,522             2,007             1,517             3,525             6,018 

Variable rate mortgage 

(fixed payment)
                  13                 674                 687                 475             1,162             1,862 

Variable rate mortgage 

(adjustable payment)
            1,702                    -               1,702              (306)             1,396             4,801 

Line of credit 4,956           -                           4,956 (890)                         4,066 13,977        

Total 7,449           3,155                     10,604 1,752           12,356        30,408        

Total % od disposable 

income 0.50% 0.21% 0.71% 0.12% 0.82% 0.65%

2023 2024

Cumul. 

(M$)

Contribution of different products to payment shock
Impact on debt payment of higher interest rates, in dollar amount and as proportion of disposable income

NBF Economics and Strategy

37%

28%
25%

3.3%

6.7%

Renters
Owners without a mortgage
Owners with a fixed-rate mortgage
Owners with a variable-rate variable-payment mortgage
Owners with a variable-rate fixed-payment mortgage

Majority of Canadian households have no mortgage
Breakdown of Canadian households

NBF Economics and Strategy (Bank of Canada and NBF estimate)

35% of Canadian 

households have a 

mortgage



 

 

 
  

2022 2023 2024

2.8% 3.2% 3.0%

3.8% 4.6% 4.4%

Difference $104 $148 $156

Difference / Net 

revenue
1.5% 2.1% 2.2%

Difference $145 $207 $218

Difference / Net 

revenue
2.0% 2.9% 3.1%

Difference $187 $267 $281

Difference / Net 

revenue
2.6% 3.8% 4.0%

$450,000

Actual rate

Forecasted rate at renewal

$250,000

$350,000

Deep impact at renewal for heavily indebted households
Expected increase in monthly payment at renewal for 5-year insured mortgage amortized over 25 years for loan 2.5X, 3.5X and 

4.5X gross income of childless couple of $100K (Net ≈$85K)

NBF Economics and Strategy

Canada: Housing activity very sensitive to interest rates
Sensitivity to 100-basis-point policy rate shock

NBF Economy and Strategy (Bank of Canada data)
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https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610063901
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1010000601&request_locale=en
https://www.cmhc-schl.gc.ca/en/professionals/housing-markets-data-and-research/housing-data/residential-mortgage-industry-data-dashboard
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610063901
https://www.nbc.ca/content/dam/bnc/en/rates-and-analysis/economic-analysis/hot-charts-220720.pdf
https://www.nbc.ca/content/dam/bnc/en/rates-and-analysis/economic-analysis/hot-charts-220720.pdf
https://www.nbc.ca/content/dam/bnc/en/rates-and-analysis/economic-analysis/hot-charts-220720.pdf
https://www.bankofcanada.ca/2022/06/financial-system-review-2022/?_gl=1*s677k8*_ga*MzQwODY0NTc2LjE2MDc1MjEyNTQ.*_ga_D0WRRH3RZH*MTY1NzU3MzExNy41LjAuMTY1NzU3MzExNy4w&_ga=2.148977974.1259553754.1657573118-340864576.1607521254
https://www.bankofcanada.ca/2022/06/financial-system-review-2022/?_gl=1*s677k8*_ga*MzQwODY0NTc2LjE2MDc1MjEyNTQ.*_ga_D0WRRH3RZH*MTY1NzU3MzExNy41LjAuMTY1NzU3MzExNy4w&_ga=2.148977974.1259553754.1657573118-340864576.1607521254
https://www.cmhc-schl.gc.ca/en/professionals/housing-markets-data-and-research/housing-data/residential-mortgage-industry-data-dashboard
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1010000601&request_locale=en
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https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1010000601&request_locale=en
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610011201
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