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With all the negative news 
surrounding the American 
®nancial markets, and 
the ªcredit crisis,º we as 
Canadians, have to ask 
ourselves, ªDo we also face 
a ªcredit crisis?º  According 
the I.M.F. (International 
Monetary Fund), ªThe 
world economy is now 
entering a major downturn 

in the face of the most dangerous shock in mature 
®nancial markets since the 1930's.º  According to 
the Canadian Department of Finance, there are 
fourteen domestic banks, thirty-three foreign bank 
subsidiaries, and twenty foreign banks operating 

in Canada. In total, these institutions manage over 
$1.7 trillion dollars in combined assets.  Of  the 
fourteen domestic banks, the ®ve largest account for 
more than 70% of the total assets of the Canadian 
Financial Services sector, with these same ®ve 
banks accounting for 90% of the assets of the 
banking industry. Therefore, the remaining 30% of 
the total Canadian Financial Services sector are held 
by Canada's six largest insurers, meaning that almost 
50% of the balance of the country's ®nancial services 
pro®ts are held by only six Canadian insurance 
companies.  According to the I.M.D. (International 
Institute for Management Development) Canada also 
ranks tenth in terms of its global competitiveness 
of its ®nancial services industry. Canada's well-
regulated banking sector has largely kept itself 
out of the sub-prime mortgage crisis that has seen 
foreclosures sweep across the United States.  This is 
partly due to:    
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very conservative, and mainly tend to lend to more 
loyal customers with stronger credit scores, thus 
avoiding more risky investments. 

�s����Under the CMHC (Canada Mortgage & Housing 
Corporation) guidelines, banks won't advance a 
mortgage if the amount being borrowed is more 
then 80% of the cost of the property and if the 
borrower does not qualify for mortgage insurance. 
By adding this extra level of quali®cation, the banks 
are able to ensure that the borrower can afford the 
property.

�s����In Canada, mortgages are mainly not tax 
deductible; as a result, taking out a mortgage in 
hopes to avoid to the tax man is not a common 
practice in Canada. 

�s����According to the I.M.F. (International Monetary 
Fund, Feb, 13 2008 Canada's Financial System 
Stability Assessment-Update,) ªSubprime loans 
account for less than 3% of outstanding mortgages. 
As a result securitization of mortgages has not 
been as widespreadº as in other countries such as 
the United States and ªOnly one ±®fth of Canadian 
mortgages are securitized.º 

�s����The Federal Interest Rate Act and the Canadian 
Mortgage laws do not allow for excessive 
mortgage lending.  In other words, your mortgage 
is not subject to excessive ever increasing interest 
rates, year after year.

�s����The resulting factor of the Federal Interest Rate 
Act is a cap of fees that can be charged across the 
board on a vast range of ®nancial products.

�s��The Canadian leasing industry, in very sharp 
contrast to the United States, restricts brokerage 
fees at a much lower rate than is normally 
accepted in the United States.

Over the course of late 2007 through 2008, the Bank 
of Canada has injected almost $10 billion dollars 
into the Canadian ®nancial markets.  This injection 
has been ongoing to help the Canadian ®nancial 
services ®rms maintain a viable liquidity position. 
The ®nancial markets have maintained a relatively 
decent position (in light of the global ®nancial crisis) 
due to the combination of the above and many other 
factors. The combination of all of this has helped 
to insulate the Canadian banks from the current 
®nancial meltdown taking place south of the border 

So what's with all the doom and gloom? One 
would think that with a strong ®nancial make 
up in the Canadian Banking System, that the 
Canadian market place was pretty sound, right? 
However, this is not true.
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within the American banks.  According to the World 
Economic Forum in 2008, ªCanada's banks are the most 
sound in the world.º

So what's with all the doom and gloom? One would think 
that with a strong ®nancial make up in the Canadian 
Banking System, that the Canadian market place was 
pretty sound, right? However, this is not true. Even 
though the Canadian economy and ®nancial markets 
are better insulated than that of our neighbors to the 
south, we are not immune to major shocks in the overall 
economy. The Canadian marketplace has seen a de®nite 
slowing in terms of growth.  According to economists 
at the Royal Bank of Canada, the overall Canadian 
economy is currently estimated at a growth rate of 
.09% and to grow at a pace of approximately 1.5% in 
2009. This is down from what was previously forecasted 
by the Organization for Economic Co-Operation and 
Development (OECD) which had pegged the GDP   
growth at 2%. 

Accordingly, Eastern Canada will see approximately 1.4% 
(GDP) aggregate growth. Ontario, which has Canada's 
largest population density, and produces the bulk of 
Canada's manufactured durable and semi-durable goods, 
is currently being hurt by the automotive crisis affecting 
the top three automakers and the trickle-down theory 
that this represents throughout every other industry 
segment. Ontario is expected to either ¯atten or grow 
to a rate of .05% (GDP) in 2009. Quebec is forecasted for 
a 1.4% (GDP) growth, Manitoba at 2.3% (GDP) growth 
and Saskatchewan's rich natural gas reserves are 
expected to help lead the province in GDP growth to 
3.5% throughout 2009. The Western provinces of British 
Columbia and Alberta are de®nitely showing signs of a 
cooling economy. This can be seen in falling housing 
starts and housing prices.  British Columbia is expecting 
a 2.1% (GDP) growth for 2009 with Alberta's oil sands 
helping the province edge ahead of B.C with a 3% (GDP) 
growth.

So what does all of this have to do with the leasing 
industry you might ask? Well, it is very simple. The 
Canadian economy is cooling off due to many factors, 
such as the troubles in the automotive sector, extremely 
poor consumer con®dence that has caused a major 
slowdown in spending, the erosion of pensions, mutual 
funds, and other marketable securities, a higher than 
traditional Canadian dollar that has a negative impact on 
Canadian exports and the fact that Canada does not have 
a very large pool of securitization partners. All of these, 

in turn, have forced many banks, lessors, and ®nancial 
institutions to re-examine their lending practices and 
expected ROI's, and ®nd ways to ensure that with a 
continuing slowing of Canada's largest trading partner's 
economy (the United States) that their portfolios will 
survive.  The results of this can seen today by higher 
cost of funds, tighter credit restrictions, the reduction 
in the overall exposure many lessors will take with a 
single lessee, the reduction of the amount a lessor will 
fund in a single funding, and the growing list of asset 
restrictions (predominately in the automotive sector and 
for businesses located in the province of Ontario and 
Quebec). It is my opinion that the Canadian marketplace 
is not struggling with a ªcredit crunchº like that in the 
United States, but because of what has happened in 
the U.S., we are struggling with a very poor consumer 
con®dence issue that has a very strong ripple effect 
through the whole of the Canadian economy.   

Anthony Carrol is the Founder and President of both 
Litehaus Systems and Provisio Financial Services. 
Litehaus (www.litehaus360.com) is a technology 
company that offers off the shelf equipment lease 
broker software. Provisio Financial Services (www.
provisio®nancial.com) is an equipment leasing company 
based in Western Canada focusing on small / mid ticket 
and cross border lease transactions. 

Even though the Canadian economy and 
®nancial markets are better insulated than 
that of our neighbors to the south, we are 
not immune to major shocks in the overall 
economy. The Canadian market place has  
seen a de®nite slowing in terms of growth.
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