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STRENGTHENING CANADA’S ECONOMY 
 

The Canadian financial system has weathered the current global turmoil well particularly 
when compared to the financial systems of other countries. The underlying strengths of 
the system have been evident during the profound disruption in global capital markets 
that began in September 2008. 
 
Canadian Financial Institutions 
 
Canada’s banks and other financial institutions are sound and well-capitalized, and are 
less highly leveraged than their international peers.  
 
The World Economic Forum recently concluded that Canada’s banks are the soundest in 
the world. The International Monetary Fund (IMF) also confirmed in a recent assessment 
that Canada’s financial system is mature, sophisticated, well managed and able to 
withstand sizeable shocks.  
 
Canada’s Housing Market 
 
The historically prudent and cautious approach taken by Canadian financial institutions to 
mortgage lending, combined with a sound supervisory regime, has allowed Canada to 
maintain strong and secure housing and mortgage markets. 
 
Canadian households have smaller mortgages relative to both the value of their homes 
and to their disposable incomes than their U.S. counterparts. The Canadian housing 
finance market does not have a large sub-prime component and has not witnessed the 
proliferation of questionable products and marketing practices that have led to the recent 
problems experienced in the U.S. 
 
Canadian Actions to Strengthen the Financial System 
 
Despite these strengths, Canada is not immune to international events. The Government 
has taken a number of steps to ensure that the turmoil does not hinder access to affordable 
credit for Canadian consumers, homebuyers and businesses. These include: 
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• Modernizing the Bank of Canada Act to allow the Bank of Canada more flexibility in 

providing liquidity to the financial system.  
• Expanding the Canada Mortgage Bond (CMB) program to include a CMB with a 10-

year maturity to attract investors seeking assets beyond the current five-year term.  
• Reducing the maximum amortization period for new mortgages to 35 years from 40 

years, requiring a minimum down payment of five per cent, a consistent minimum 
credit score and new loan documentation standards.  

• Purchasing up to $75 billion in insured mortgage pools through the Canada Mortgage 
and Housing Corporation (CMHC) to help Canadian financial institutions raise 
longer-term funds and make them available to consumers, homebuyers and 
businesses. 

• Announcing the creation of the Canadian Lenders Assurance Facility to provide 
insurance on the wholesale term borrowing of federally regulated deposit-taking 
institutions. This will ensure Canadian banks remain on an equal, competitive footing 
with banks in other countries. 

• Approving a $2 billion increase in the borrowing authority of Export Development 
Canada (EDC) as well as a $1.8 billion increase in the Business Development Bank 
of Canada's (BDC) borrowing capacity, enabling them to offer additional flexibility 
to existing clients.  

• Establishing working groups to bring together representatives from government, the 
Bank of Canada, Crown corporations and private banks to develop policy options to 
address concerns about access to credit in Canada. 

• Appointing an expert panel to develop a new, common approach to securities 
regulation to create a Canadian advantage in global capital markets. The panel 
presented its report on January 12 and meetings with provinces and territories will 
begin in February to discuss next steps.  

 
Canada has shown leadership at the G20 in its advocacy for reform to the global financial 
system to prevent future crises. At the November 2008 summit in Washington, D.C., G20 
leaders committed to a series of actions for financial markets. These include: 
strengthening transparency and accountability, enhancing sound regulation, promoting 
integrity in financial markets, reinforcing international cooperation and reforming 
international financial institutions. 
  
For Canada, it is more imperative than ever that all governments work together to 
strengthen the Canadian economy.  The Government of Canada strongly supports ending 
interprovincial trade barriers that unnecessarily restrain Canada’s economy.  Given the 
unprecedented turmoil in international financial markets, we should move forward with a 
single securities regulator that reflects regional interests and can quickly respond to 
market developments with a single voice. 
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