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Executive Summary?

This project presents the characteristics and financial behaviours of Canadians who use

high-interest loans, particularly payday and installment loans. The study aims to answer three

key research questions: 1) the demographics and financial characteristics of payday loan

consumers, 2) the demographics and financial characteristics of installment loan consumers, and

3) the implications of payday loans on debt accumulation and bankruptcy risk. The analysis

draws from various data sources, including Statistics Canada’s Survey of Financial Security
(SES) from 2016 and 2019, the Financial Consumer Agency of Canada’s 2019 Canadian
Financial Capability Survey (CFCS), and the COVID-19 Financial Well-Being Survey from

2020-21. Using descriptive analysis and probit modelling, the study identifies several notable

trends and potential areas for policy intervention.

Key Findings:

1.

High-interest loan consumers are predominantly from lower-income households. About
75% of payday loan consumers report annual household incomes under $59,999, while
higher-income brackets are less represented. This income distribution suggests a link
between high-interest loan consumption and financial insecurity, as payday loan
consumers also report higher dependency on government transfers.

Payday loan consumers have higher mean government income and are more dependent
on wages, salaries, and government transfers compared to non-payday loan consumers.
High-interest loan consumers face greater barriers to mainstream credit. Lower credit
card ownership and higher refusal rates indicate difficulties in accessing conventional
financial services. Only 51% of payday loan consumers in Manitoba owned a credit card
in 2019, compared to nearly 90% of non-payday loan consumers.

High-interest loan consumers are more likely to carry unpaid credit card balances, often
paying less than the full amount each month. Consequently, these consumers face higher

debt levels and a greater probability of declaring bankruptcy. They also have a

1 prof. Wayne Simpson contributed in a supervisory capacity, offering editing support and constructive feedback
that facilitated the project's success. Jennifer Frimpong was responsible for data preparation, analysis, and the full
write-up of the project.



significantly higher probability of declaring bankruptcy, with payday loan usage
increasing the likelihood of bankruptcy by 2.1 percentage points.

5. Payday loan consumers have lower asset ownership, limited retirement savings, and
minimal investment holdings. Almost all payday loan users (97.4%) have Tax-Free
Savings Accounts (TFSAs) under $10,000, and only 47.8% have Registered Retirement
Savings Plans (RRSPs). These trends may indicate a limited ability to build wealth,
making it difficult for high-interest loan consumers to prepare for retirement.

6. Payday loan consumers are more likely to be unemployed or not working full-time
compared to non-payday loan consumers. About 25% of payday loan consumers are not
working, compared to 10.9% of non-payday loan consumers.

7. Female payday loan consumers generally have lower incomes, fewer assets, and higher
debt burdens than their male counterparts. Younger adults, particularly those in their
prime working years (20-65 years), are more likely to use payday loans and exhibit
higher levels of debt and credit card ownership.

8. In Manitoba, payday loan consumers are predominantly women aged 30-39, with a high
school education or less. They typically live in apartments, have children, are part of
four-member households, and belong to single-earner families. The study also notes a
trend of higher reliance on payday loans among Indigenous consumers and renters,
reflecting additional socioeconomic vulnerabilities.

9. Payday loan consumption is primarily influenced by socio-demographic and income
factors. Key factors include renter status, education level, number of earners in the
household, total debt, total assets, and credit card payment behaviour.

10. Installment loan consumers are more likely to be women, older adults, non-immigrants,
and individuals with disabilities. These consumers often have post-secondary education

but not a university degree.

Policymakers may focus on expanding access to low-interest credit options through
partnerships with credit unions and community financial institutions, specifically targeting
lower-income households. Additionally, national programs may aim to improve financial literacy,
particularly for vulnerable groups, to help them better manage credit and budgeting. Measures

may also ensure that consumers are aware of, and access government benefits available to them.



Programs promoting savings incentives, such as targeted investments in TFSAs and RRSPs for

low-income individuals, are recommended to enhance financial security.

1.0 Introduction

The increasing use of high-interest loans such as payday and installment loans has raised
concerns regarding the financial well-being of Canadians, particularly among vulnerable
populations. This study investigates the characteristics of high-interest loan consumers in Canada
and examines the impact of payday loan consumption on bankruptcy probability and debt levels.
Using data from the 2016 and 2019 Survey of Financial Security (SFS), the 2019 Canadian
Financial Capability Survey (CFCS), and the 2020-21 COVID-19 Financial Well-Being Survey,
this research provides comprehensive insights into the socio-economic and demographic profiles
of payday and installment loan consumers. The findings from the study highlight the socio-
economic and financial challenges faced by high-interest loan consumers in Canada. These
consumers typically have lower incomes, have more limited access to traditional credit, and
struggle to a greater extent with debt accumulation. They are also less likely to build wealth or
prepare adequately for retirement.

The remainder of the project is structured as follows: Section 2 describes the data and the
sample, Section 3 presents the findings, and Section 4 provides the summary and

recommendations.

2.0 Data and Sample
The data used for this analysis are sourced from Statistics Canada’'s 2016 and 2019 Survey of

Financial Security (SFS), the Financial Consumer Agency of Canada’s 2019 Canadian Financial

Capability Survey (CFCS), and the 2020-21 COVID-19 Financial Well-Being Survey.

The 2019 Survey of Financial Security (SFS) used a Computer-Assisted Personal Interview
(CAPI) method, where Canadian residents aged 18 and over were asked, "In the past three years,
have you (or anyone in your family) borrowed money through a payday loan?" Data was
collected from 10,422 families, stratified into rural and urban areas, with an overall response rate

of 59.4%. The response rate varied by province.? In Manitoba, for example, the overall response

2 Newfoundland and Labrador have an overall response rate of 75.1% (71.6% in urban areas and 78% in rural areas).
Prince Edward Island's response rate is 69.3% (68.1% in urban areas and 71% in rural areas). Nova Scotia's overall
response rate is 62.9% (61.4% in urban areas and 64.3% in rural areas), and New Brunswick's is 67.1% (63.5% in
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rate was 54.4%, with 48.2% in urban areas and 63.6% in rural areas. Among the 10,422
responses, 248 respondents (2.8%) answered "yes" to the payday loan question, with 14
respondents (5.6%) from Manitoba. To better understand how the characteristics of payday loan
consumers and non-payday loan consumers have changed over time, we used data from the 2016
Survey of Financial Security (SFS) for comparison. To explore how characteristics differ
between Manitoba and the rest of Canada, we grouped the payday loan and non-payday loan
samples into those residing in Manitoba and those from the rest of Canada.® Following the
literature on differences in financial behaviour between men and women, we further divided the
payday loan sample by gender (Barber & Odean, 2001; Croson & Gneezy, 2009; Lusardi &
Mitchell, 2008; Robb & Sharpe, 2009). Finally, based on the life cycle hypothesis, we grouped
respondents into three age categories: 18 to 20 years (college years), 21 to 65 years (prime
working years), and over 65 years (retirement years). The definitions of all variables sourced

from the SFS are provided in Appendix Table 1.

The Financial Consumer Agency of Canada 2019 Canadian Financial Capability Survey
(CFCS) is a 25-minute survey administered either online or over the phone. Respondents were
asked, "In the last 12 months, did you obtain money from a payday loan service?" The core
sample consisted of 7,169 interviews with Canadians aged 18 years or older. The overall
response rate was 11%, using a mix of Probit panel members (3,750 completed online and 2,031
by telephone) and Random Digit Dialing (RDD) (1,388 cases).* Among the 7,169 respondents,
108 (2%) answered "yes" to the payday loan question, including 5 respondents (4.6%) from
Manitoba. We used the 2019 CFCS to further explore the characteristics of payday loan
consumers in Canada. The data also contains information on debts and bankruptcy rates. We
estimate the impact of payday loan consumption on the probability of declaring bankruptcy and

having total debt greater than $50,000 (see Appendix Table 2 for variable definitions).

urban areas and 73.8% in rural areas). Quebec has an overall response rate of 65.1% (64.8% in urban areas and
66.2% in rural areas), while Ontario's is 55.3% (53.6% in urban areas and 60.6% in rural areas). Saskatchewan's
response rate is 60.2% (58.3% in urban areas and 61.6% in rural areas). Alberta's response rate stands at 61.5%
(64.4% in urban areas and 54.1% in rural areas), and British Columbia has a response rate of 51.9% (49.7% in urban
areas and 59.8% in rural areas).

3 The rest of Canada refers to all provinces except Manitoba, specifically Newfoundland and Labrador, Prince
Edward Island, Nova Scotia, New Brunswick, Quebec, Ontario, Saskatchewan, Alberta, and British Columbia.

4 Probit is a survey research firm that develops panel and non-panel samples in a variety of modes. See

https://probit.ca/


https://probit.ca/

The Financial Consumer Agency of Canada 2020-21 COVID-19 Financial Well-Being
Survey is an 18-minute survey administered either online or over the phone. Respondents were
asked, "What type of loan did you obtain from your payday loan or online lender?" The core
sample consisted of 9,394 interviews with Canadians aged 18 years or older. The overall
response rate was 19%, using a mix of Probit panel members (6,980 completed online and 2,040
by telephone) and Random Digit Dialing (RDD) (374 cases). Among the 9,394 respondents, 231
(2.5%) reported accessing an installment loan with fixed payments over a specific number of
months, including 11 respondents (4.8%) from Manitoba.”> We used this data to further analyze
the characteristics of installment loan consumers in Canada (see Appendix Table 3 for variable

definitions).

3.0 Findings

3.1 Characteristics of Payday Loans

3.1.1 Payday Loan Consumption and Income

Figure 1 shows that the majority of payday loan consumers have a household income of
$59,999 or less.® Specifically, 13.9% of payday loan consumers earn less than $20,000, while
10.7% of non-payday loan consumers fall into this category. Additionally, the largest proportion
of payday loan consumers (39.4 percent) have household incomes between $20,000 and $39,999,

compared to only 15.1 percent of non-payday loan consumers.

In contrast, a higher percentage of non-payday loan consumers fall into higher household
income brackets. For example, 20.5% of non-payday loan consumers earn between $60,000 and
$79,999, compared to only 8.7% of payday loan consumers. Similarly, the category for
household income between $100,000 and $149,999 includes 18.3% of non-payday loan
consumers but only 5.7% of payday loan consumers. At the top income level of $150,000 and

above, 9.6% of non-payday loan consumers are represented, while only 4.2% of payday loan

5 Consumers who do not use online installment loans may still access other forms of loans, excluding payday loans.
® Household income refers to the total income earned before tax deductions.
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consumers fall into this category. Thus, most, but not all, payday loan customers come from

families with lower household incomes.

Figure 1: Household income distribution for payday loan (PL) and non-payday loan (NPL)
samples using the 2019 Canadian Financial Capability Survey dataset
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Figure 2A shows that payday loan consumers in Manitoba are more concentrated in the
lower after-tax household income brackets (less than $60,000), although there is also a notable
proportion of payday loan consumers in the $80,000 to $119,999 income group. Specifically,
33.4% of payday loan consumers have an after-tax household income of less than $32,000,
compared to 23.1% of non-payday loan consumers. While among households with an after-tax
income between $80,000 and $119,999, 35.6% of payday loan consumers fall within this range,

compared to 18.8% of non-payday loan consumers.

On the other hand, non-payday loan consumers are more evenly distributed across all
after-tax household income brackets, with a high proportion in the higher income category
($120,000 and above). For example, none of the payday loan consumers fall into this category,

while 15.4% of non-payday loan consumers have incomes of $120,000 or more.
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The results using the rest of Canada's sample (as shown in Figure 2B) indicate similar
findings, with payday loan consumers being more concentrated in the lower and middle after-tax

income brackets, especially in the $32,000 to $54,999 range.

This reinforces the notion that payday loans are predominantly used by lower-income
individuals but also highlights that some higher-income individuals do rely on payday loans

(Chen et al., 2022).

Figure 2A: Household after-tax income distribution for Manitoban payday loan (PL) and non-
payday loan (NPL) samples using the 2019 Survey of Financial Security dataset.
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Figure 2B: Household After-tax income distribution for the rest of Canada payday loan (PL) and
non-payday loan (NPL) samples using the 2019 Survey of Financial Security dataset
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The mean after-tax household income for payday loan consumers is lower than that of
non-payday loan consumers across years and regions (see Figure 3). In 2016, payday loan
consumers had a mean income of $55,000 compared to $81,000 for non-payday loan consumers.
This trend continued in 2019, where the mean income for the payday loan sample increased
slightly but still remained significantly lower, at $67,000, compared to $87,000 for the non-
payday loan sample.

In Manitoba, the income gap between payday loan consumers and non-payday loan
consumers persisted but declined. In 2016, payday loan consumers had a mean income of
$44,000, whereas non-payday loan consumers had a mean income of $86,000. By 2019, the
payday loan sample saw an increase in mean income, but it still remained lower than the mean
income of non-payday loan consumers, which showed a slight decrease ($65,000 for the payday

loan sample and $80,000 for the non-payday loan sample).

Similarly, in the rest of Canada in 2019, payday loan consumers had a mean income of

$68,000, while non-payday loan consumers had a higher mean income of $87,000.



Thus, the data consistently shows that payday loan consumers tend to have lower mean

incomes compared to non-payday loan consumers across all regions and time periods.

Figure 3: Mean after-tax household income distribution for payday loan (PL) and non-payday
loan (NPL) samples using the 2016 and 2019 Survey of Financial Security datasets.’
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Payday loan consumers have higher mean government income than non-payday loan
consumers across years and regions (see Figure 4). In 2016, payday loan consumers had an
average of $12,000 in government income, compared to $10,000 for non-payday loan
consumers. This trend persisted in 2019, with payday loan consumers' mean government income

remaining at $12,000, while that of non-payday loan consumers increased to $11,000.

In Manitoba, the government income gap between payday loan and non-payday loan
consumers was more pronounced. In 2016, payday loan consumers had a mean government
income of $17,000, whereas non-payday loan consumers averaged $9,000. By 2019, the mean
government income for payday loan consumers in Manitoba decreased to $15,000, while non-

payday loan consumers saw a modest increase to $11,000, narrowing the gap.

Similarly, in the rest of Canada in 2019, payday loan consumers had a mean government

income of $12,000, while non-payday loan consumers averaged $11,000.

" The estimates from the SFS (2016) and SFS (2019) are based on data representing all of Canada. The Manitoba
(2016) and Manitoba (2019) estimates use data specific to Manitoba, while the Rest of Canada (2019) estimate is
based on data from Newfoundland and Labrador, Prince Edward Island, Nova Scotia, New Brunswick, Quebec,
Ontario, Saskatchewan, Alberta, and British Columbia.



Overall, the data indicate that payday loan consumers tend to have higher mean

government income than non-payday loan consumers across all regions and periods.

Figure 4: Mean government income distribution for payday loan (PL) and non-payday loan
(NPL) samples using the 2016 and 2019 Survey of Financial Security datasets.
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3.1.2 Payday Loan Consumption and Credit Cards

Payday loan consumers have a lower proportion of credit card ownership than the non-
payday loan sample (Figure 5). In 2016, 88.3% of the non-payday loan sample owned a credit
card compared to 57.3% of the payday loan sample. This gap narrowed slightly by 2019, with
90.4% of non-payday loan consumers owning a credit card, while 71.6% of payday loan
consumers had one.

In Manitoba, 89.4% of the non-payday loan sample owned a credit card in 2016,
compared to 51% of payday loan consumers. By 2019, this difference remained, with 89.9% of
non-payday loan consumers owning a credit card compared to 50.1% of payday loan consumers.
Similarly, in the rest of Canada in 2019, 86.5% of non-payday loan consumers owned a credit

card, while 64.2% of payday loan consumers reported owning one.
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Thus, payday loan consumers are less likely to own credit cards compared to non-payday
loan consumers, which may indicate a reliance on alternative, and potentially more costly,

financial services.

Figure 5: Credit card distribution for payday loan (PL) and non-payday loan (NPL) samples
using the 2016 and 2019 Survey of Financial Security datasets.
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High-income payday loan consumers have a higher proportion of credit card ownership
compared to low-income payday loan consumers (Figure 6). In Canada, 64.6% of high-income
payday loan consumers owned a credit card in 2016, compared to only 33.7% of low-income
payday loan consumers. By 2019, credit card ownership among high-income payday loan

consumers increased to 74.7%, while ownership among low-income payday loan consumers rose

to 60.6%.

In Manitoba, the difference between income groups is more pronounced. In 2016, 39.5%
of high-income payday loan consumers owned a credit card compared to 56.3% of high-income
payday loan consumers. However, by 2019, credit card ownership among low-income payday
loan consumers decreased to 0%, while it increased to 75.2% for high-income consumers. This

suggests a growing gap in credit card ownership between income groups in Manitoba over time.

Similarly, in the rest of Canada in 2019, 74.7% of high-income payday loan consumers

owned a credit card, compared to 63.5% of low-income payday loan consumers.
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Therefore, the difference between high- and low-income payday loan consumers owning
credit cards is consistent across regions, with high-income payday loan consumers being more

likely to have access to credit cards.

Figure 6: Credit card distribution for payday loan consumers (high-and low-income) using the
2016 and 2019 Survey of Financial Security datasets.®
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Payday loan consumers are more likely to be refused a credit card compared to the non-
payday loan sample (Figure 7). Specifically, 45.1% of the payday loan sample reported being
refused a credit card, while only 17.1% of the non-payday loan sample experienced credit card

refusal.

Thus, low-income payday loan consumers are less likely to own credit cards compared to
high-income payday loan consumers, which may indicate that lower-income individuals face
greater barriers to accessing traditional credit and may rely more heavily on alternative financial
services. Credit card refusals may reflect past financial difficulties, whether related to payday
lending or not, which are reflected in a greater likelihood of payday lending activity during the

survey period.

8 The income threshold for the groups is $30,000, with low-income payday loan respondents defined as those
earning less than $30,000, and high-income respondents as those earning $30,000 or more (Lamb, 2021).
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Figure 7: Credit card refusal distribution for payday loan (PL) and non-payday loan (NPL)
samples using the 2019 Survey of Financial Security dataset.
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Figure 8 shows that payday loan consumers are less likely to pay their full credit card
balance compared to non-payday loan consumers. For instance, 63.2% of non-payday loan

consumers pay the full credit card amount, compared to only 23.4% of payday loan consumers.

A larger proportion of payday loan consumers tend to pay less than the full balance. For
instance, 50.9% of payday loan consumers pay an amount greater than the minimum but less
than the full balance, compared to 29.2% of non-payday loan consumers. Similarly, paying only
the minimum amount is more common among payday loan consumers, with 17.5% doing so
compared to just 6.4% of non-payday loan consumers. Moreover, a large percentage of payday
loan consumers (8.2%) pay less than the minimum amount required, compared to less than 1.3%

of non-payday loan consumers.

Thus, payday loan consumers are far less likely to pay off their credit card debt in full
compared to non-payday loan consumers, indicating a greater reliance on revolving debt and

potentially higher financial stress in managing credit obligations.
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Figure 8: Credit card amounts paid distribution for payday loan (PL) and non-payday loan
(NPL) samples using the 2019 Survey of Financial Security dataset.
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3.1.3 Payday Loan Consumption and Financial Liabilities

Payday loan consumers are more likely to have positive debt compared to the non-payday
loan sample (Figure 9).° In Canada, 82.3% of payday loan consumers had positive debt in 2016,
compared to 70.1% of non-payday loan consumers. This trend persisted in 2019, with a slight
increase for the payday loan sample to 91.5% compared to 69.3% for the non-payday loan

sample.

In Manitoba, the difference is consistent but more pronounced. In 2016, 89.4% of payday
loan consumers had positive debt compared to 72.5% of non-payday loan consumers. By 2019,
the proportion of payday loan consumers with positive debt decreased to 45.7%, while non-

payday loan consumers stayed steady at 70%.

Similarly, in the rest of Canada in 2019, 93% of payday loan consumers had positive debt

compared to 69.2% of non-payday loan consumers.

% Positive Debt is a dummy variable equal to 1 if the respondent has positive total debt, and zero if otherwise.
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Thus, with the exception of Manitoba in 2019, payday loan consumers are more likely to

have positive debt than non-payday loan consumers.

Figure 9: Positive debt distribution for payday loan (PL) and non-payday loan (NPL) samples
using the 2016 and 2019 Survey of Financial Security datasets.
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higher proportion of positive debt compared to low-income payday loan consumers (Figure 10).
In Canada, 77% of high-income payday loan consumers had positive debt in 2016, compared to
49.9% of low-income payday loan consumers. This trend remained consistent in 2019, with
75.3% of high-income payday loan consumers still having positive debt, while low-income

payday loan consumers saw a slight increase to 51%.

In the rest of Canada, the trend continues, with high-income payday loan consumers
having a higher proportion of positive debt. In 2019, 76.8% of high-income payday loan

consumers had positive debt, compared to 42.4% of low-income payday loan consumers.

Thus, payday loan consumers with higher incomes are more likely to have positive debt

compared to lower-income consumers.
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Figure 10: Positive debt distribution for payday loan consumers (high-and low-income groups)
using the 2016 and 2019 Survey of Financial Security datasets.
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Figure 11 shows substantially more payday loan consumers have a significant student
loan debt between $10,000 and $49,999. Specifically, 19.6% of payday loan consumers have a
student loan between $10,000 and $49,999 compared to only 5.9% for the non-payday loan

sample.

Non-payday loan consumers are less likely to have significant student loan debt.
Specifically, 93.4% of non-payday loan consumers owe less than $10,000 in student loans, while
80.1% of payday loan consumers fall into this category. However, a larger proportion of payday
loan consumers (14.2%) have student loan debt between $10,000 and $29,999, compared to only

4.5% of non-payday loan consumers.

In contrast, both payday loan consumers and non-payday loan consumers have a small
representation in the higher student loan debt categories. For example, about 2% of payday loan
consumers owe between $30,000 and $49,999, while a similar percentage of non-payday loan
consumers fall into this category. Neither group has a significant proportion of consumers with

student loan debt of $50,000 or more.
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Hence, payday loan consumers are more likely to have moderate student loan debt and
other debt (510,000 to $29,999), while non-payday loan consumers are more concentrated in the

lower debt range (less than $10,000).

Figure 11: Student loan distribution for payday loan (PL) and non-payday loan (NPL) samples
using the 2019 Survey of Financial Security dataset.
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A similar pattern emerges in Figure 12, where payday loan consumers have a higher

proportion with other debts between $10,000 and $49,000.
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Figure 12: Other debt distribution for payday loan (PL) and non-payday loan (NPL) samples
using the 2019 Survey of Financial Security dataset.
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The mean total debt for non-payday loan consumers is higher than that of payday loan
consumers across years and regions (see Figure 13). In 2016, non-payday loan consumers had a
mean total debt of $116,000 compared to $62,000 for payday loan consumers. This trend
persisted in 2019, the mean total debt for non-payday loan consumers was $119,000 while

payday loan consumers was $70,000.

Similarly, in Manitoba, non-payday loan consumers had a mean total debt of $97,000,
whereas payday loan consumers had a mean debt of $63,000. By 2019, the mean total debt for
payday loan consumers in Manitoba decreased to $35,000, while non-payday loan consumers

increased to $100,000.

In the rest of Canada in 2019, non-payday loan consumers had a mean total debt of

$120,000, while payday loan consumers had a mean debt of $71,000.

Thus, the data shows that non-payday loan consumers tend to have higher mean total debt

compared to payday loan consumers across all regions and periods.
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Figure 13: Mean total debt distribution for payday loan (PL) and non-payday loan (NPL)
samples using the 2016 and 2019 Survey of Financial Security datasets.
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Figure 14 shows that Payday loan consumers are more likely to declare bankruptcy
compared to non-payday loan consumers. Specifically, 20% of payday loan consumers declared

bankruptcy compared to 3.1% for non-payday loan consumers.

Hence, the results suggest that payday loan consumers are more financially vulnerable

and likely to declare bankruptcy than non-payday loan consumers.
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Figure 14: Bankruptcy status for payday loan (PL) and non-payday loan (NPL) samples using
the 2019 Canadian Financial Capability Survey dataset.
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3.1.4 Payday Loan Consumption and Financial Assets

Payday loan consumers have lower levels of savings and investments in both TFSAs and
stocks compared to non-payday loan consumers (see Figure 15 and Figure 16). For example,
97.4% of payday loan consumers have TFSAs valued under $10,000, compared to 71.8% of non-
payday loan consumers. Additionally, non-payday loan consumers show a broader distribution of
TFSA values, with 10.5% holding TFSA balances between $10,000 and $29,999, whereas

payday loan consumers are nearly absent from this range (1.7%).

Similarly, the majority of payday loan consumers have stock holdings valued at less than
$10,000. About 98.9% of payday loan consumers hold stocks valued below $10,000, compared
to 93.5% of non-payday loan consumers. Moreover, non-payday loan consumers are slightly

more likely to have higher stock values, though the proportion remains small in both groups.

Thus, payday loan consumers have a significantly lower accumulation of wealth in the form

of TFSAs and stocks compared to non-payday loan consumers.
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Figure 15: Tax-Free Savings Account (TFSA) distribution for payday loan (PL) and non-
payday loan (NPL) samples using the 2019 Survey of Financial Security dataset.
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Figure 16: The value of stock distribution for payday loan (PL) and non-payday loan (NPL)
samples using the 2019 Survey of Financial Security dataset.
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A lower proportion of payday loan consumers own an RRSP compared to non-payday
loan consumers. As shown in Figure 17, 47.8% of payday loan consumers have an RRSP, while

66.6% of non-payday loan consumers report owning one.

Thus, payday loan consumers demonstrate lower RRSP ownership and may be at a
disadvantage when it comes to retirement preparedness compared to non-payday loan

consumers.

Figure 17: RRSP distribution for payday loan (PL) and non-payday loan (NPL) samples using
the 2019 Survey of Financial Security dataset.
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Figure 18A shows that payday loan consumers have a significantly higher proportion
with total assets equal to $54,999 or less compared to non-payday loan consumers. In Manitoba,
for example, 60.7% of payday loan consumers have total assets less than $54,999, compared to
only 17.9% for the non-payday loan sample. Similarly, in the rest of Canada (Figure 18B), 53%
of payday loan consumers have total assets of $54,999 or less, while only 20.7% of non-payday

loan consumers fall into this category.

Conversely, non-payday loan consumers dominate the highest asset category. In
Manitoba, 77.5% of non-payday loan consumers have total assets of $120,000 or more,

compared to just 33.8% of payday loan consumers. A similar pattern is observed in the rest of
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Canada, where 73% of non-payday loan consumers hold assets of $120,000 or more, compared

to 37.4% of payday loan consumers.

Thus, payday loan consumers are concentrated in the lower asset brackets, with a limited
ability to accumulate wealth, while non-payday loan consumers are more likely to hold

substantial financial assets.

Figure 18A: Total assets distribution for Manitoban payday loan (PL) and non-payday loan
(NPL) samples using the 2019 Survey of Financial Security dataset.
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Figure 18B: Total assets distribution for the rest of Canada payday loan (PL) and non-payday
loan (NPL) samples using the 2019 Survey of Financial Security dataset.
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3.1.5 Payday Loan Consumption and Net Worth
Payday loan consumers have a lower mean net worth than non-payday loan consumers across

years and regions (see Figure 19). In 2016, payday loan consumers had an average net worth of
$157,000, compared to $694,000 for non-payday loan consumers. This trend persisted in 2019,
with payday loan consumers' mean net worth increasing to $206,000, while that of non-payday

loan consumers increased to $766,000.

In Manitoba, the net worth gap between payday and non-payday loan consumers was
similarly pronounced. In 2016, payday loan consumers had a mean net worth of $184,000,
whereas non-payday loan consumers averaged $604,000. By 2019, the mean net worth for
payday loan consumers in Manitoba increased to $193,000, while non-payday loan consumers

saw a modest increase to $769,000, maintaining the gap.

Similarly, in the rest of Canada in 2019, payday loan consumers had a mean net worth of

$207,000, while non-payday loan consumers averaged $769,000.

Overall, the data indicates that payday loan consumers tend to have significantly lower mean

net worth than non-payday loan consumers across all regions and periods.
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Figure 19: Net Worth distribution for payday loan (PL) and non-payday loan (NPL) samples
using the 2016 and 2019 Survey of Financial Security datasets.
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3.1.6 Payday Loan Consumption and Major Source of Income

The majority of payday loan consumers' main source of income is from employment and
government transfers (see Figure 20A and Figure 20B). Specifically, in Manitoba, 69.7% of
payday loan consumers rely on wages and salaries as their major source of income, compared to
61.7% of non-payday loan consumers. Additionally, 30.3% of payday loan consumers in
Manitoba report government transfers as a major income source, compared to 22.6% for the non-

payday loan sample.

A similar pattern emerges in the rest of Canada (see Figure 20B). Specifically, 72.8% of
payday loan consumers rely on wages and salaries, compared to 60.3% of non-payday loan
consumers. Additionally, 21.9% of payday loan consumers in the rest of Canada receive their

major income from government transfers, slightly higher than the 21.5% of non-payday loan

consumers.

There 1s limited representation for other income sources, such as self-employment income

and investment income, among payday loan consumers in both Manitoba and the rest of Canada.
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Non-payday loan consumers show more diversity, with small but noticeable proportions earning

from investments and retirement pensions.

Thus, payday loan consumers are more likely to rely on income from wages, salaries, and

government transfers compared to non-payday loan consumers.

Figure 20A: Major income sources for the Manitoban payday loan (PL) and non-payday loan
(NPL) samples using the 2019 Survey of Financial Security dataset.
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Figure 20B: Major income sources for the rest of Canada payday loan (PL) and non-payday loan
(NPL) samples using the 2019 Survey of Financial Security dataset.
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3.1.7 Payday Loan Consumption and Renter Status

Figure 21 shows that payday loan consumers are more likely to be renters compared to non-
payday loan consumers. For instance, in 2016, 72.8% of payday loan consumers in Canada were
renters, compared to 36.9% of non-payday loan consumers. By 2019, these figures remained
largely unchanged, with 74.7% of payday loan consumers and 36.5% of non-payday loan

consumers being renters.

In Manitoba, 63.6% of payday loan consumers were renters in 2016, increasing to 80.7% in
2019, while 33.1% of the non-payday loan samples were renters in 2019. A similar trend is
observed in the rest of Canada, with 74.5% of payday loan consumers renting in 2019, compared

to 36.7% of non-payday loan consumers.

Thus, the difference in renter status between payday loan and non-payday loan consumers
is consistent across regions, with payday loan consumers being significantly more likely to rent.
This is reflected in the asset and debt patterns, since those without payday loans are more likely

to own a house and have both higher (mortgage) debt and higher (housing) assets.

Figure 21: Renter status distribution for payday loan (PL) and non-payday loan (NPL) samples
using the 2016 and 2019 Survey of Financial Security datasets.
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3.1.8 Payday Loan Consumption and Single Parent Status

Payday loan consumers have a higher proportion of single-parent status than the non-payday
loan sample (see Figure 22). In Canada,7.3% of payday loan consumers were single parents in
2016, compared to 2.2% of the non-payday loan sample. By 2019, the proportion remained
relatively stable, with 7.6% of payday loan consumers and 2.2% of non-payday loan consumers

identified as single parents.

In Manitoba, 22% of payday loan consumers were single parents in 2016, compared to 11.3%
in 2019, showing a decrease over time. For the non-payday loan sample in Manitoba, 1.3% of
consumers were single parents in 2016 and 1.5% in 2019. Similarly, the rest of Canada had a
higher proportion of payday loan consumers who were single parents, with 7.5% in 2019,

compared to 2.2% of the non-payday loan sample.

Therefore, the difference in single-parent status between payday loan and non-payday loan
consumers is consistent across regions, with payday loan consumers being more likely to be

single parents.

Figure 22: Single-parent status distribution for payday loan (PL) and non-payday loan (NPL)
samples using the 2016 and 2019 Survey of Financial Security datasets.
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3.1.9 Payday Loan Consumption and the Number of Children in the Household

A higher proportion of payday loan consumers are financially responsible for children
compared to non-payday loan consumers (see Figure 23). In particular, 33.2% of payday loan
consumers are financially responsible for one or two children, compared to 24.9% of non-payday
loan consumers. Additionally, 14.8% of payday loan consumers are responsible for three or more

children, while only 7% of non-payday loan consumers fall into this category.

In contrast, a larger proportion of non-payday loan consumers (68.2%) report having no

children they are financially responsible for, compared to 52.1% of payday loan consumers.

Hence, payday loan consumers have a higher proportion of respondents who are financially

responsible for children compared to non-payday loan consumers.
Figure 13: Number of children for whom payday loan (PL) and non-payday loan (NPL) samples

are financially responsible, using the 2019 Canadian Financial Capability Survey dataset.
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3.1.10 Payday Loan Consumption and Indigenous Status

More payday loan consumers identify as indigenous compared to non-payday loan
consumers (see Figure 24). Specifically, 30.7% of payday loan consumers identify as indigenous,

compared to only 8% of non-payday loan consumers.

Hence, payday loan consumers are more likely to identify as indigenous compared to

non-payday loan consumers.
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Figure 24: Indigenous status for payday loan (PL) and non-payday loan (NPL) samples using the
2019 Canadian Financial Capability Survey dataset.
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3.1.11 Payday Loan Consumption and Labour Force Status

More payday loan consumers are not working compared to non-payday loan consumers (see
Figure 25). Specifically, 25.9% of payday loan consumers are not working, compared to only

10.9% of non-payday loan consumers.

The proportion of part-time workers is similar for both groups, with 8-12% of payday loans

and non-payday loan consumers working part-time.

While full-time employment is common among both groups, payday loan consumers are
slightly less likely to hold full-time jobs. For instance, 47.5% of payday loan consumers work

full-time, compared to 52.6% of non-payday loan consumers.

Hence, payday loan consumers have a higher proportion of respondents who are not working

or are employed in less stable positions compared to non-payday loan consumers.
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Figure 35: Labour force status for payday loan (PL) and non-payday loan (NPL) samples using
the 2019 Canadian Financial Capability Survey dataset.
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3.1.12 Gender differences among payday loan consumers in terms of income, total assets, total
debts, and credit card ownership

Figure 26 shows a significant difference in mean household after-tax income by gender
among payday loan consumers, with men generally having more than women. For instance, in
2016, men had a mean income of $62,000 compared to $50,000 for women. By 2019, this gap
had widened, with men having $78,000 and women remaining at $50,000.

The reverse trend was observed in Manitoba, where the mean income for female payday loan
consumers had overtaken their male counterparts. In 2016, among payday loan consumers in
Manitoba, men had a mean income of $58,000, while women had a lower mean income of
$42,000. By 2019, the mean income for men had decreased to $48,000, while the mean income

for women had increased to $65,000.

Thus, male payday loan consumers generally have a higher mean income than female payday

loan consumers, but the gap has disappeared in Manitoba.
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Figure 26: Gender differential in mean income for payday loan consumers (PL: Men and
Women) using the 2016 and 2019 Survey of Financial Security datasets.
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Male payday loan consumers have a higher mean asset compared to female payday loan
consumers (Figure 27). In 2016, men in the payday loan sample had a mean asset value of
$251,000, while women had a mean asset value of $173,000. By 2019, men’s mean assets in the

payday loan sample increased to $363,000, while women’s mean assets decreased to $137,000.

In Manitoba, the gender gap in asset ownership is more pronounced. In 2016, men in the
payday loan sample had mean assets of $570,000, significantly higher than women’s mean assets
of $114,000. By 2019, the asset gap had narrowed, with men's mean assets decreasing to

$301,000 and women's mean assets increasing to $161,000.

In the rest of Canada, men in the payday loan sample had mean assets of $364,000 in

2019, while women’s mean assets were significantly lower, at $136,000.

Thus, the gender disparity in asset ownership between men and women in the payday

loan sample is consistent across regions and periods.
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Figure 27: Gender differential in mean assets for payday loan consumers (PL: Men and Women)

using the 2016 and 2019 Survey of Financial Security datasets.
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Figure 28 shows variation in credit card ownership by gender. In 2016, 57.7% of men in
the payday loan sample owned a credit card, compared to 56.7% of women. By 2019, credit card

ownership among women increased to 78%, surpassing men’s ownership rate of 67.6%.

In Manitoba, the disparity in credit card ownership between men and women is more
significant. In 2016, 85.8% of men in the payday loan sample owned a credit card, compared to
only 36.6% of women. By 2019, credit card ownership rates among women increased to 60%,

overtaking men’s rate, which dropped to 39.6%.

The rest of Canada in 2019 also reflects this trend, where 78.7% of women in the payday

loan sample owned a credit card compared to 68.3% of men.

Thus, while men initially had higher credit card ownership among payday loan
consumers in earlier years, by 2019, women surpassed or nearly equalled men in both Manitoba
and the rest of Canada. This suggests that over time, women payday loan consumers are closing

the financial behaviour gap related to credit card ownership.
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Figure 28: Gender differential in credit card ownership for payday loan consumers (PL: Men
and Women) using the 2016 and 2019 Survey of Financial Security datasets.
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Payday loan consumers show significant gender differences in total debt levels (Figure
29). In 2016, men in the payday loan sample had an average total debt of $59,000, while women
had a higher average debt of $66,000. By 2019, the debt levels for men increased to $91,000 and
women decreased to $36,000 in total debt.

In Manitoba, the gender gap in total debt is less pronounced. For example, in 2016, men
in the payday loan sample had an average total debt of $120,000, while women had an average
total debt of $40,000. By 2019, men's total debt decreased to $33,000, while women’s debt
remained stable at $38,000.

In the rest of Canada in 2019, men’s total debt was $92,000, whereas women’s total debt

was $36,000.

Thus, male payday loan consumers have higher debt burdens than their female
counterparts, but regional variations and shifts over time suggest evolving financial behaviours

among payday loan consumers.
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Figure 29: Gender differential in mean total debt for payday loan consumers (PL: Men and

Women) using the 2016 and 2019 Survey of Financial Security datasets.
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3.1.13 Age differences among payday loan consumers in terms of income, total assets, total
debts, and credit card ownership

There are notable differences in the characteristics of payday loan consumers across different
life stages: college years (18 to 20 years), prime working years (20 to 65 years), and retirement

years (65 years and older).

Based on the life-cycle hypothesis, We expect payday loan
consumers in their college and retirement years to have lower income, and net worth compared
to those in their prime working years.'! Additionally, We will expect those in their prime
working years and retirement years to have a higher proportion of credit card debt compared to

those in their college years.

Figure 30 results support what would be expected from a life cycle hypothesis. In Manitoba,
payday loan consumers in their prime working years (20 to 65 years) consistently have a higher

mean after-tax household income compared to those in their retirement years (above 65 years).

10 The life-cycle hypothesis suggests that the primary motivation for accumulating resources during one’s working

years is to smooth consumption in retirement (Jappelli & Modigliani, 1998; Modigliani & Cao, 2004). This implies
that individuals in their working years are expected to have higher savings and wealth, while those in retirement or
college years tend to have lower or even negative wealth and savings.

11 Net worth is calculated as the difference between mean total assets and mean total debt.
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Specifically, in 2019, payday loan consumers aged 20 to 65 years in Manitoba earned $63,000,

while seniors had a lower mean income of $24,000.

Similarly, payday loan consumers in the rest of Canada in their prime working years (20 to
65 years) have the highest mean income of $68,000 whereas consumers aged above 65 years also
maintain a relatively high mean income, close to that of the prime working-age group ($62,000).
The 18 to 19 years group consistently exhibits the lowest mean income across all regions and

years, reflecting their limited earning capacity as they are likely students or in the early stages of

employment.

While Manitoba demonstrates a clear income gap between seniors and working-age
consumers, with seniors earning less, the rest of Canada presents a more even distribution of

income between these groups.

Figure 30: Age differential in mean income for payday loan consumers (PL: 18 to 20 years; 20

to 65 years; and above 65 years) using the 2016 and 2019 Survey of Financial Security datasets.
Distribution of Mean income by Age

mPL(18 to 19 years)

m PL(20 to 65 years)

m PL(Above 65 years)
S

$70,000

$60,000
$50,000
$40,000
$30,000
$20,000
$10,000
$-

Mean Income (in $)

& & & & &
ch’ < @ @ »
S & ‘.&o &@ Q‘Z»Q(b

&
QS‘%\

Figure 31 reveals a pattern that diverges from the life-cycle hypothesis in the net worth of
payday loan consumers in Manitoba. In 2016, payday loan consumers aged 20 to 65 years had a
mean net worth of $148,000, while those above 65 years had a significantly higher mean net
worth of $258,000. By 2019, the trend remained consistent, with mean net worth for the 20 to 65
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age group increasing to $170,000 while mean net worth for those above 65 years rose sharply to
$606,000.

In Manitoba, the mean net worth for payday loan consumers aged 20 to 65 years was
$193,000, and for those above 65 years, it was $93,000 in 2016. By 2019, the mean net worth for
those aged 20 to 65 years increased slightly, while for those above 65 years, it remained

relatively stable.

In the rest of Canada in 2019, consumers aged 20 to 65 years had a mean net worth
similar to the national average at $169,000, while those above 65 years exhibited a much higher

mean net worth of $637,000.

Thus, the rest of Canada shows a more typical pattern, consistent with the life-cycle
hypothesis, where individuals in their retirement years accumulate significantly more wealth than

those in their prime working years.

Figure 31: Age differential in net worth for payday loan consumers (PL: 18 to 20 years; 20 to 65
years; and above 65 years) using the 2016 and 2019 Survey of Financial Security datasets.
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Figure 32 shows a pattern that aligns with the life-cycle hypothesis when examining
credit card ownership among payday loan consumers in Manitoba. In 2016, 56.3% of consumers

aged 20 to 65 years owned a credit card, while the ownership rate for those above 65 years was
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68.6%. By 2019, credit card ownership had increased across all age groups, with those aged 20
to 65 years owning credit cards at 71.1%, and consumers over 65 years having an ownership rate

of 77.5%

In Manitoba, credit card ownership for the 20 to 65 age group was 50.9% in 2016, while
for those above 65 years, it was 52.8%. By 2019, credit card ownership for the 20 to 65 age
group increased to 56.1%, while the rate for the above 65 group decreased to 17.8%.

In the rest of Canada, credit card ownership was 71.5% among individuals aged 20 to 65,

and 81.1% for those over 65 in 2019.

Thus, the data from Manitoba(except in 2019) and the rest of Canada supports the life
cycle hypothesis, where payday loan consumers in both their prime working years and
retirements maintain higher levels of credit card ownership, although retirees may not use credit

cards as frequently as younger groups (Fulford & Schuh, 2017).

Figure 32: Age differential in credit card ownership for payday loan consumers (PL: 18 to 20
years; 20 to 65 years; and above 65 years) using the 2016 and 2019 Survey of Financial Security
datasets.
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3.14 Other Demographic Characteristics of Payday Loans Consumers

Table 1 shows that payday loan consumers in Manitoba are predominantly women, aged
30 to 39, have a high school education or less, live in apartments, reside in four-member
households, have children, and are in single-earner households. In contrast, payday loan
consumers in the rest of Canada tend to be men, aged 30 to 39, have a high school education
or less, live in apartments, reside in one-person households, do not have children, and are

also in single-earner households.

Manitoba has a higher proportion of female payday loan consumers compared to non-
payday loan consumers. For example, in Manitoba, the majority of payday loan consumers
are women, comprising 51.5% of this group, while men account for 48.5%. For non-payday
loan consumers, the gender distribution is reversed, with 59.5% of non-payday loan
consumers being men and 40.5% being women. This distribution contrasts with the rest of
Canada, where 38.1% of payday loan consumers are women and 61.9% are men. For non-
payday loan consumers, 58.1% of non-payday loan consumers are men, while 41.9% are

women.

Payday loan consumers have a higher proportion who live in apartments compared to
non-payday loan consumers who mostly reside in single detached dwellings. For instance, in
Manitoba, 25.5% of payday loan consumers live in single-detached dwellings, while a higher
proportion of non-payday loan consumers (67.6%) reside in single-detached homes.
Similarly, in the rest of Canada, 36.2% of payday loan consumers live in single-detached
homes compared to 56.2% of non-payday loan consumers. When it comes to double or semi-
detached dwellings, 35.1% of payday loan consumers in Manitoba live in this type of
housing, compared to only 8.4% of non-payday loan consumers. Moreover, payday loan
consumers in Manitoba have 39.9% living in apartments, compared to 24% of non-payday
loan consumers. Similarly, in the rest of Canada, 39.2% of payday loan consumers live in
apartments, compared to 29.3% of non-payday loan consumers. In the rest of Canada, 24.6%
of payday loan consumers reside in double or semi-detached dwellings, while 14.5% of non-

payday loan consumers do so.

In Manitoba, the majority of payday loan consumers are aged 30 to 39, making up 32.8%
of this group, followed by those aged 50 to 59, who represent 22.8%. This contrasts with
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non-payday loan consumers in Manitoba, where the majority are aged 60 and above,
accounting for 35.7%, followed by those aged 30 to 39 at 18.6%. This age distribution differs
from the rest of Canada, where 24.8% of payday loan consumers are in the 30 to 39 age
group, followed by 22.6% in the 40 to 49 group. Among non-payday loan consumers in the
rest of Canada, the majority are also aged 60 and above, making up 34.9%, with 18.2% in the
30 to 39 age group.

Payday loan consumers are more likely than non-payday loan consumers to have a high
school education or less. For instance, in Manitoba, the majority of payday loan consumers
have a high school education or lower, comprising 72.4% of this group, while 19.4% hold a
university degree, and 8.2% have a non-university post-secondary certificate or diploma. For
non-payday loan consumers in Manitoba, the distribution is more balanced, with 39.1%
holding a university degree, 24.9% having a non-university post-secondary certificate or
diploma, and 36% with a high school education or lower. This educational distribution
contrasts with the rest of Canada, where 50.4% of payday loan consumers have a high school
education or lower, 29.9% have a non-university post-secondary certificate or diploma, and
19.7% hold a university degree or certificate. For non-payday loan consumers, 35.7% hold a
university degree, 28.6% have a non-university post-secondary certificate or diploma, and

35.7% have a high school education or lower.

In Manitoba, payday loan consumers are found most in households with four members,
comprising 34.1% of this group, followed by households with one member at 32.8%. For
non-payday loan consumers in Manitoba, the largest proportion are in one-member
households (34.6%), followed by households with two members at 30.8%. This distribution
contrasts with the rest of Canada, where 37.3% of payday loan consumers come from one-
member households, followed by 28% from households with four members. For non-payday
loan consumers in the rest of Canada, the largest proportion (37.7%) also reside in one-

member households, with 30.2% living in two-member households.

In Manitoba, the majority of payday loan consumers (59.1%) reside in households with
children, while 40.9% do not. In contrast, the majority of non-payday loan consumers
(75.7%) live in households without children, with only 24.3% living in households with
children. This distribution is different from the rest of Canada, where 34.9% of payday loan
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consumers live in households with children, and 65.1% do not. For non-payday loan
consumers in the rest of Canada, 77% live in households without children, while 23% reside

in households with children.

Both payday loan and non-payday loan consumers are predominantly from single-earner
households. For example, 37.3% of payday loan consumers come from households with one
earner aged 15 or older, compared to 33.9% for non-payday loan consumers. This pattern is

consistent across the rest of Canada.

Thus, in Manitoba, payday loan consumers are primarily women, aged 30 to 39, with a
high school education or less. They typically live in apartments, belong to four-member
households, have children, and are part of single-earner households. In contrast, payday loan
consumers in the rest of Canada are generally men, also aged 30 to 39, with similar education
levels. They tend to live alone in apartments, do not have children, and are also in single-

earner households.
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Table 1: Summary Statistics by Payday Loan Consumption, 2019 SFS

Rest of
Variables Manitoba Canada
Gender PL NPL PL NPL
Male 48.5 59.5 61.9 58.1
Female 51.5 40.5 38.1 41.9
Type of Dwelling
Single-detached 25.5 67.6 36.2 56.2
Double/semi-detached 35.1 8.4 24.6 14.5
Apartment 39.9 24.0 39.2 293
Age of Respondents
18 to 29 years 17.5 11.3 16.5 11.6
30 to 39 years 32.8 18.6 24.8 18.2
40 to 49 years 11.4 16.5 22.6 16.3
50 to 59 years 22.8 18.0 22.8 19.1
60+ 15.6 35.7 13.4 34.9
Educational level
High school or lower 72.4 36.0 50.4 35.7
Non-university post-secondary certificate
or diploma 8.2 249 299 28.6
University degree or certificate 194 39.1 19.7 35.7
Number of members in the family
One 32.8 34.6 37.3 37.7
Two 249 30.8 15.7 30.2
Three 8.2 8.4 19.0 1.1
Four 34.1 26.2 28.0 21.0
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Presence of people aged 0 to 17 years

Yes 59.1 243 34.9 23.0

No 40.9 75.7 65.1 77.0

No. Of Earners aged 15 or over the family units

None 24.8 22.6 11.1 21.9
One 37.3 33.9 46.4 37.5
Two 23.3 29.7 24.0 28.7
Three or more 14.5 13.8 18.5 11.9

Source: Author’s own compilation using data from 2019 SFS

3.2 Determinants of Payday Loan Consumption

To gain deeper insights into the characteristics of payday loan consumers in Canada, we used

a Probit model.'?

Two distinct models are applied here (refer to Table 2); the first model includes
only individual characteristics, while the second model expands to income, assets, debt, credit

card amount paid and major sources of income.

In Column 2 of Table 2, we present the coefficients for the Probit regression on payday loan
consumption.® The results for age groups indicate that respondents aged 30 to 39 years are more
likely to access payday loans compared to those below 30 years. Specifically, those in the 30 to
39 age group show a statistically significant positive correlation with accessing payday loans.*

However, the inclusion of other variables, as shown in column 4, weakens the statistical

12 The Probit model is commonly used when the dependent variable is binary. In this case, since the dependent
variable equals 1 if the individual or a family member has accessed a payday loan in the past three years, and 0
otherwise, the Probit model is a suitable choice(Wooldridge, 2010).

13 An odds ratio is a measure of association between a predictor variable (such as age, gender, income, assets) and
the outcome variable (payday loan consumption).

14 Statistical significance indicates that the observed effect is unlikely to be due to random variation alone,
suggesting that there is likely a true underlying effect. For example, the statistical significance of the 30 to 39 age
group shows a correlation between accessing payday loans and being between the ages of 30 and 39.
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significance of age in predicting payday loan access for other groups, but the positive trend for

younger age groups remains.

Residing in Double/Semi detached dwellings is positively correlated with accessing payday
loans compared to living in single detached dwellings. In column 4, when additional variables
are included in the model, the effect of double\semi detached dwellings becomes much smaller

and loses its statistical significance.

Being a renter has a strong and statistically significant positive correlation with accessing
payday loans. In particular, individuals who rent are significantly more likely to access payday
loans compared to those who are not renters (likely homeowners or other non-renters). In column
4, after controlling for additional variables, the coefficient for renter status remains positive and

statistically significant.

The number of earners in a household is positively correlated with accessing payday loans. In
particular, before controlling for additional variables, households with one, two or three or more
earners are more likely to access payday loans compared to households with no earner. However,
after including other variables, only the coefficient on three or more earners was statistically
significant. Hence, the number of earners is positively correlated with accessing payday loans.

Education is negatively correlated with the probability of accessing payday loans.
Specifically, individuals with a non-university education (compared to high school education or
lower) are less likely to access payday loans, which is statistically significant at the 1% level.
Similarly, individuals with a university education are much less likely to access payday loans
compared to those with a high school education or lower. The effect was still statistically
significant after including the additional variables in column 4. The overall significance of

education has a chi-square test statistic of 9.06 and it is statistically significant at 1%.

Household after-tax income is positively correlated with accessing payday loans. In
particular, being in all income groups has a statistically significant positive correlation with the
probability of accessing payday loans. However, the overall significance of after-tax income has
a chi-square test statistic of 9.08, but it is not statistically significant.
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Total assets are negatively associated with accessing payday loans. In particular, having total
assets either between $80,000 and $119,999 or $120,000 and over has a statistically significant
positive correlation with the probability of accessing payday loans. The overall significance of
total assets has a chi-square test statistic of 14.31 and it is statistically significant at 1%.

Total debt is positively associated with accessing payday loans. Specifically, total debt of
$30,000 to $49,999, $50,000 to $69,999 and $90,000 to $109,999 have a statistically significant
positive correlation with payday loan consumption. The result from the model where additional
variables were included shows the same positive association, but the coefficients are not
statistically significant. However, the overall significance of total debt has a chi-square of
12.37% and it is statistically significant at 10%.

Having a major source of income from the government has a positive correlation with
accessing payday loans compared to having no income. However, after controlling for additional

variables, the coefficient for government income loses its statistical significance.

Finally, the credit card amount paid is negatively correlated with payday loan consumption.
Specifically, paying the minimum amount, between the minimum and full amount decreases the
probability of payday loan consumption compared to paying the minimum amount. The overall
significance of total assets has a chi-square test statistic of 48.66 and it is statistically significant
at 1%.

Thus, the results show that the determinants of payday loan consumption are renter status,
education, number of earners in the household, total debt, total assets and credit card amount
paid.
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Table 2: Probit Estimates of the Determinants of Payday Lending from the SFS (2019)

[Dependent variable is 1 if the major income earner or any member of the family have taken a
payday loan in the past 3 years and 0 if otherwise]

Coefficient Standard Coefficient
Variables Estimate Error Estimate Standard Error
Age Group
(Omitted: Less than
30 years)
30 to 39 years 0.236%* -0.109 0.163 -0.132
40 to 49 years 0.132 -0.117 0.0621 -0.143
50 to 59 years 0.125 -0.113 0.0173 -0.144
60 years and over -0.130 -0.121 -0.0618 -0.164
Gender (Omitted:
Male) -0.0722 -0.0692 -0.077 -0.0854
Type of dwelling
(Omitted: Single
detached)
Double/semi-detached | 0.189%** -0.0894 0.0117 -0.114
Apartment 0.0333 -0.0854 -0.00258 -0.105
Rental status 0.723%** -0.0807 0.478%** -0.141
Single parent status 0.206 -0.165 0.143 -0.201
Number of earners
(Omitted: None)
One 0.309%** -0.11 0.231 -0.17
Two 0.323%** -0.12 0.121 -0.191
Three or more 0.519%** -0.14 0.382* -0.214
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Educational level

(Omitted: High
School or lower)

Non-university -0.214%%* -0.0745 -0.0476 -0.0896
University -0.510%** -0.0824 -0.291*** -0.101
Presence of

people aged 0 to

17 years 0.133 -0.0843 0.0649 -0.106
After-tax Income

(omitted: Less than

$32,000)

$32,000 to $54,999 0.274%* -0.138
$55,000 to $79,999 0.413** -0.161
$80,000 to $119,999 0.4971 #** -0.178
$120,000 and over 0.340% -0.203
Total Assets

(omitted: Less than

$32,000)

$32,000 to $54,999 -0.189 -0.16
$55,000 to $79,999 -0.308 -0.203
$80,000 to $119,999 -0.314%* -0.188
$120,000 and over -0.547%** -0.147
Total debt

(Omitted: Less than

$10,000)

$10,000-$29,999 0.0595 -0.123
$30,000-$49,999 0.267* -0.138
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$50,000-$69,999 0.373%** -0.177
$70,000-$89,999 0.152 -0.232
$90,000 - $109,999 0.583%** -0.203
$110,000 and over 0.208 -0.134
Credit card amount

paid

(Omitted: No Credit

Card)

Minimum -0.437%* -0.194
Minimum<full amount -0.662%** -0.176
Full amount -1.043%** -0.18
Government Income

(Omitted: Less than

$5,000)

$5,000-$9,999 0.13 -0.118
$10,000-$19,999 -0.0348 -0.118
$20,000-$39,999 0.088 -0.132
$40,000 and over 0.209 -0.246
The major source of

income

(Omitted: No

Income)

Wages and Salaries -0.0767 -0.238
Self-employment 0.13 -0.169
Government income 0.402* -0.213
Investment income 0.0687 -0.218
Retirement income -0.0344 -0.377
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Test of overall

significance

Age group 3.05
Type of dwelling 0.02
Number of earners 6.45
Educational

Qualification 9.06***
Total Assets 14.31%**
After-tax income 9.08
Total debts 12.37*

The major source of
income 4.04

Credit card amount
paid 48.66%**

Sample size(N) 9,102 8,094

Source: Author computations
Data Source: 2019 Survey of Financial Security (SFS)

* **Significance at the 1% level, ** Significance at 5% level * Significance at the 10%.

3.3 Impact of Payday Loan Consumption on Bankruptcy and Debt

Table 4 shows the effect of payday loan consumption on the probability of the respondent
declaring bankruptcy. The results indicate that payday loan consumption increases the likelithood of
declaring bankruptcy, which is statistically significant at the 1% level. Specifically, the marginal
effect of 0.022 indicates that holding all other factors constant, each additional unit increase in
payday loan consumption raises the likelihood of bankruptcy by 2.2 percentage points. This pattern
remains consistent after controlling for household income and credit card ownership as shown in
column 3, with the coefficient decreasing slightly to 0.021 and it is statistically significant at the
1% level. Specifically, holding other factors constant, a one-unit increase in payday loan
consumption is associated with a 2.1 percentage point increase in the probability of being bankrupt.

These results help to understand the positive relationship between payday loan consumption and
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declaring bankruptcy, highlighting that individuals who use payday loans are significantly more

likely to declare bankruptcy.

Table 2: Probit Estimates of the effects of payday loan consumption on bankruptcy rates from the
CFCS (2019) [ Dependent variable is 1 if the respondent answers yes to the question "have you or
any other member of your family ever declared bankruptcy or made a formal or informal proposal
to your creditors regarding your financial arrangements?" and 0 if otherwise]

Variables Coefficient Standard Coefficient Standard Error
Estimate Error Estimate

Payday Loan 0.022%** 0.006 0.02]*** 0.006
Consumption

Age

Gender

Marital Status

Immigration Status

Indigenous Status

Educational Status

Number of Children

Children Financially
Responsible for

Type of Dwelling

PP DR PR R R R 4 X

Household Income

Credit Card Ownership

el it i T R e e e el e e e

Observations 6,877 6,877 6,304 6,304

Source: Author's computation
Data Source: 2019 Canadian Financial Capabilities Survey (CFCS)
* **Significance at the 1% level, ** Significance at 5% level * Significance at the 10%.

Note: X means the variable was included in the probit regression.
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Table 5 shows the effect of payday loan consumption on the probability of having total debt
greater than $50,000. The results indicate that payday loan consumption decreases the likelihood of
having total debt greater than $50,000 in column 2. However, the coefficient is not statistically

significant at the 1% level.

This pattern remains consistent after controlling for household income and credit card

ownership as shown in column 3.

Thus, payday loan consumption shows a statistically insignificant negative association with

debt level.

Table 3: Probit Estimates of the effects of payday loan consumption on debt level from the CFCS
(2019) [Dependent variable is 1 if the respondent has debt equal to or higher than $50,000 and 0 if
otherwise]

Variables Coefficient | Standard | Coefficient | Standard Error
Estimate Error Estimate

Payday Loan Consumption -0.003 0.006 -0.001 0.009

Age

Gender

Marital Status
Immigrant Status
Indigenous Status
Educational Status
Number of Children
Children Financially
Responsible for
Type of Dwelling
Household Income
Credit Card Ownership

It T I s I e e

el I R e P A e e e

Observations 3,103 3,103 3,032 3,032

Source: Author's computation

Data Source: 2019 Canadian Financial Capabilities Survey (CFCS)
* *#*Significance at the 1% level, ** Significance at 5% level * Significance at the 10%.

Note: X means the variable was included in the probit regression.
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3.4 Characteristics of Installment Loan Consumers in Canada
3.4.1 Installment Loan Consumption and Household Income

Figure 33 shows that in 2021, installment loan consumers are more concentrated in the
income brackets below $32,000, $32,000-$54,999, and $55,000-$79,999.° For example, 34.7%
of installment loan consumers have a household income under $32,000, compared to 25.7% of
non-installment loan consumers. In the $32,000-$54,999 range, 26.7% of installment loan
consumers fall within this group, compared to 19.25% of non-installment loan consumers.
Similarly, 21.3% of installment loan consumers fall within the $55,000-$79,999 income range,

compared to 12.4% of non-installment loan consumers.

On the other hand, non-installment loan consumers are more evenly distributed across all
household income brackets, with a much higher proportion in the upper-income categories
($80,000 and above). For instance, only 8% of installment loan consumers fall into the $80,000 to
$119,999 income range, while 18.5% of non-installment loans are in this group. Moreover, in the
highest income bracket ($120,000 and above), 24.2% of non-installment loan consumers are
represented, compared to less than 9.3% of installment loan consumers.

Thus, installment loan consumers are more concentrated in lower-income brackets, while non-

installment loan consumers are more prevalent in higher-income categories.

15 The 2021 household income data was used to understand the distribution of installment loan consumers because
there were few consumers with available income data for 2019 and 2020.
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Figure 33: Household income distribution for installment loan (INS) and non-installment loan
(NINS) samples using the 2020-21 COVID-19 Financial Well-Being Survey datasets.
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The mean household income for installment loan consumers is consistently lower than
that of non-installment loan consumers across all years (see Figure 34). In 2019, installment loan
consumers had a mean household income of $67,000 compared to $106,000 for non-installment
loan consumers. This trend continued in 2020, where the mean household income for installment
and non-installment loan consumers slightly decreased ($61,000 for instalment loan consumers

and $90,000 for non-installment loan consumers).

By 2021, the income gap between installment loan consumers and non-installment loan
consumers persisted. Installment loan consumers had a mean income of $55,000 and non-

installment loan consumers had $84,000.

Thus, the data consistently shows that installment loan consumers tend to have lower

mean household incomes compared to non-installment loan consumers across all years.
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Figure 34: Mean household income distribution for installment loan (INS) and non-installment
loan (NINS) samples using the 2020-21 COVID-19 Financial Well-Being Survey datasets.
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3.4.2 Installment Loan Consumption and Credit Card Usage

Installment loan consumers are more likely to carry a credit card balance over to the next
month compared to non-installment loan consumers (Figure 35). In Canada, 44.4% of
installment loan consumers carried a balance on their credit cards, whereas only 11% of non-
installment loan consumers did the same. This trend continued in the category of paying off
credit card balances, where 89% of non-installment loan consumers paid their balance in full

compared to only 55.6% of installment loan consumers.

Thus, non-installment loan consumers are more likely to manage their credit card
balances by paying them off in full, while installment loan consumers are more likely to carry

their balances forward.
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Figure 35: Credit cards amount paid distribution for installment loan (INS) and non-installment
loan (NINS) samples using the 2020-21 COVID-19 Financial Well-Being Survey datasets.
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Installment loan consumers have a lower proportion of credit card ownership than the
non-installment loan sample (Figure 36). In Canada, 93.2% of the non-installment loan sample
owned a credit card compared to 81.8% of the installment loan sample.

Thus, Installment loan consumers are less likely to own credit cards compared to non-
installment loan consumers.

Figure 36: Credit card distribution for installment loan (INS) and non-installment loan (NINS)
samples using the 2020-21 COVID-19 Financial Well-Being Survey datasets.
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3.4.3 Installment Loan Consumption and Debt

Installment loan consumers have a higher proportion of individuals with student loan debt
compared to non-installment loan consumers (Figure 37). In Canada, 31.7% of installment loan

consumers have student loan debt, compared to 21.3% of the non-installment loan sample.

Thus, installment loan consumers are more likely to have student loan debt compared to non-

installment loan consumers.

Figure 37: Student loan distribution for installment loan (INS) and non-installment loan (NINS)
samples using the 2020-21 COVID-19 Financial Well-Being Survey datasets.
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Installment loan consumers have a lower proportion of other debts compared to the non-
installment loan sample (Figure 38). In Canada, 20% of the non-installment loan sample reported

having other debts compared to only 5.6% of the installment loan sample.

Thus, installment loan consumers are less likely to have other debts compared to non-
installment loan consumers, which may indicate a reliance on installment loans as their primary

credit source.
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Figure 38: Other debt distribution for installment loan (INS) and non-installment loan (NINS)
samples using the 2020-21 COVID-19 Financial Well-Being Survey datasets.
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Installment loan consumers have a higher proportion of individuals who declared
bankruptcy than the non-installment loan sample (Figure 39). In Canada, 15.1% of the
installment loan sample reported having declared bankruptcy compared to only 1.5% of the non-

installment loan sample.

Thus, installment loan consumers are more likely to declare bankruptcy compared to non-

installation loan consumers.

Figure 39: Bankruptcy status for installment loan (INS) and non-installment loan (NINS)
samples using the 2020-21 COVID-19 Financial Well-Being Survey datasets.
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3.4.4 Installment Loan and Savings

Installment loan consumers have a lower proportion of TFSA ownership compared to the
non-installment loan sample (Figure 40). In Canada, 61.9% of the non-installment loan sample

owned a TFSA compared to only 32.4% of the installment loan sample.

Thus, installment loan consumers are less likely to own TFSAs compared to non-installment

loan consumers.

Figure 40: Tax-free savings account (TFSA) distribution for installment loan (INS) and non-
installment loan (NINS) samples using the 2020-21 COVID-19 Financial Well-Being Survey
datasets.
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Installment loan consumers have a lower proportion of other savings than the non-
installment loan sample (Figure 41). In Canada, 24.3% of the non-installment loan sample

reported having other savings compared to only 46.7% of the installment loan sample.

Thus, installment loan consumers are less likely to have other savings compared to non-

installment loan consumers.
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Figure 41: Other savings distribution for installment loan (INS) and non-installment loan
(NINS) samples using the 2020-21 COVID-19 Financial Well-Being Survey datasets.
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Installment loan consumers have a lower proportion of RRSP ownership than the non-
installment loan sample (Figure 42). In Canada, 64.6% of the non-installment loan sample owned

an RRSP compared to 40.5% of the installment loan sample.

Thus, installment loan consumers are less likely to own RRSPs compared to non-

installment loan consumers.
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Figure 42: RRSP distribution for installment loan (INS) and non-installment loan (NINS)
samples using the 2020-21 COVID-19 Financial Well-Being Survey datasets.
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3.4.5 Installment Loan and Renter Status

Installment loan consumers have a higher proportion of renters compared to the non-
installment loan sample (Figure 43). In Canada, 62.8% of installment loan consumers are renters,

compared to only 37% of non-installment loan consumers.

Thus, installment loan consumers are more likely to be renters compared to non-installment

loan consumers, which may suggest lower levels of homeownership.
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Figure 43: Renter status distribution for installment loan (INS) and non-installment loan (NINS)
samples using the 2020-21 COVID-19 Financial Well-Being Survey datasets.
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3.4.6 Installment Loan Consumption and Children in the Household

Installment loan consumers are more likely to be financially responsible for children than the
non-installment loan sample (Figure 44). In Canada, 42.9% of installment loan consumers are

responsible for one or more children, compared to 30.3% of the non-installment loan sample.

Thus, installment loan consumers are more likely to be financially responsible for children

compared to non-installment loan consumers.
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Figure 44: Number of children for whom Installment loan (INS) and non-payday loan (NINS)
samples are financially responsible, using the 2020-21 COVID-19 Financial Well-Being Survey
datasets.
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3.4.7 Other Demographic Characteristics of Installment Loans Consumers

Table 3 shows that installment loan consumers are predominantly women, aged 60 years and
older, non-immigrant, disabled, and typically hold a non-university post-secondary certificate.
Specifically, women comprise 53.5% of installment loan consumers, while men account for
46.5%. In contrast, the gender distribution for non-installment loans is more balanced, with

51.7% of borrowers being women and 48.3% men.

Regarding age, individuals aged 60 and over form the largest group of installment loan
consumers, representing 40.8% of borrowers. The next largest groups are those aged 30 to 39
(20.4%) and 18 to 29 (19.4%). Smaller proportions of borrowers are aged 50 to 59 (12%) and 40
to 49 (7.4%).

In terms of immigrant status, non-immigrants constitute the majority of installment loan
borrowers, accounting for 74.8%, while immigrants represent 25.2%. For non-installment loans,

the share of non-immigrants is even higher at 79.8%, with immigrants making up 20.2%.

Regarding Indigenous status, a high proportion of non-installment loan consumers are
Indigenous —77.6% among installment loan consumers and 90.5% among non-installment loan

consumers.
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A high proportion of disabled individuals use installment loans. Specifically, 29.8% among

installment loan consumers and 17.4% among non-installment loan consumers.

In terms of education, 50.7% of installment loan consumers hold a non-university post-
secondary certificate or diploma, followed by 27.9% with a university degree or certificate, and
21.4% with a high school education or less. In contrast, for non-installment loans, 45.3% of
borrowers have a university degree or certificate, 35% have a non-university post-secondary

qualification, and 19.7% have a high school education or lower.

Finally, regarding marital status, 45.9% of installment loan consumers are married or in
common-law relationships, 36.1% are single, and 18% are divorced, separated, or widowed. A

similar pattern is observed among non-installment loan consumers.

The findings indicate that installment loan consumers share specific demographic
characteristics, including a higher prevalence among women, older adults, non-immigrants, and
individuals with disabilities. These consumers also tend to have post-secondary education but not
necessarily a university degree. This contrasts with non-installment loan consumers, who are
more evenly distributed by gender, indigenous status, and likelihood of holding a university

degree.
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Table 3: Summary Statistics by Installment Loan Consumption, 2020-21 COVID-19 Financial

Well-Being Survey Datasets

Installment Loan

Non- Installment Loans

Gender

Male 46.5 48.3
Female 53.5 51.7
Age Group

18 to 29 years 19.4 16.7
30 to 39 years 20.4 16.3
40 to 49 years 7.4 16.9
50 to 59 years 12 22.9
60+ 40.8 27.3
Immigration Status

Non-Immigrant 74.8 79.8
Immigrant 25.2 20.2
Indigenous Status

No 22.4 9.5
Yes 77.6 90.5
Disability Status

No 70.2 82.6
Yes 29.8 17.4
Educational Level

High school or lower 214 19.7
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Non-university post-secondary certificate | 50.7 35

or diploma

University degree or certificate 27.9 45.3

Marital Status

Single 36.1 27.3
Married\Common Law 459 56.1
Divorced\Separated\Widowed 18 16.6

Source: Author’s Own Compilation using data from 2020-21 COVID-19 Financial Well-Being Survey
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4.0 Project summary and recommendations

The research investigated the characteristics of high-interest loan consumers in Canada,
focusing on payday and installment loans, and the impact of payday loan consumption on
bankruptcy and debt levels. Data were drawn from Statistics Canada's 2016 and 2019 Survey of
Financial Security (SFS), the Financial Consumer Agency of Canada’s 2019 Canadian Financial
Capability Survey (CFCS), and the 2020-21 COVID-19 Financial Well-Being Survey. The study

used descriptive methods and probit models.
The following sections summarize the research findings:

The study shows that high-interest loan consumers generally have lower household
incomes compared to non-payday loan consumers. Specifically, 75.3% of payday loan
consumers have a household income of $59,999 or less, while only 41.2% of non-payday loan
consumers fall within this range. In higher-income brackets, non-payday loan consumers are
more prevalent; for instance, 20.5% of non-payday loan customers have incomes between
$60,000 to $79,999, and 18.3% have incomes between $100,000 to $149,999, compared to just
8.7% and 5.7%, respectively, of payday loan consumers. A similar pattern is observed among
installment loan consumers, indicating that they are concentrated in lower-income households,
whereas non-payday loan consumers are more common in higher-income households.

Payday loan consumers in Manitoba are more concentrated in the lower and middle after-
tax household income bracket, with 33.4% having less than $32,000, compared to 23.1% of non-
payday loan consumers. Interestingly, a significant proportion of payday loan consumers (35.6%)
fall within the $80,000 to $119,999 range, compared to only 18.8% of non-payday loan
consumers. In contrast, non-payday loan consumers are more evenly spread across income
groups, with 15.4% having $120,000 or more, while no payday loan consumers fall into this
highest category. The result from the rest of Canada shows similar patterns, with payday loan
consumers being more concentrated in lower and middle-income brackets, particularly in the
$32,000 to $54,999 range.

High-interest loan consumers have lower mean income. In Manitoba, payday loan
consumers had an average after-tax household income of $44,000 in 2016 compared to $86,000
for non-payday loan consumers. By 2019, the gap had narrowed, as the payday loan group's

mean after-tax household income rose to $65,000 but still remained below the $80,000 of non-
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payday loan consumers. In the rest of Canada, a similar income gap was observed, with payday
loan consumers having an average after-tax household income of $68,000 in 2019 compared to
$87,000 for non-payday loan consumers. Similarly, installment loan consumers in Canada have
lower average after-tax household income than non-installment loan consumers across all years.
Hence, high-interest loan consumers have consistently lower mean after-tax household incomes
across region and years.

Payday loan consumers generally receive higher mean government income than non-
payday loan consumers across different regions and periods. In 2016, payday loan consumers
had an average government income of $12,000 compared to $10,000 for non-payday loan
consumers, a trend that persisted in 2019 with payday loan consumers at $12,000 and non-
payday loan consumers increasing to $11,000. In Manitoba, the gap was larger, with payday loan
consumers having higher government income than non-payday loan consumers, though the
difference narrowed by 2019. This pattern is consistent across regions, indicating higher
government income for payday loan consumers.

Payday loan consumers are more dependent on wages, salaries, and government transfers
compared to non-payday loan consumers. Specifically, in Manitoba, 69.7% of payday loan
consumers depend on wages and salaries, compared to 61.7% of non-payday loan consumers.
Additionally, 30.3% of payday loan consumers report government transfers as a major source of
income, compared to 22.6% of non-payday loan consumers. In contrast, other income sources,
like self-employment and investment income, have limited representation among payday loan
consumers.

High-interest loan consumers are more likely to face difficulty accessing credit from
mainstream financial institutions. This is evident in the lower proportion that owns credit cards
and the higher credit card refusal rate. Specifically, in Manitoba, 89.4% of non-payday loan
consumers owned a credit card in 2016, compared to 51% of payday loan consumers. By 2019,
this difference persisted, with 89.9% of non-payday loan consumers owning a credit card
compared to 50.1% of payday loan consumers. Similarly, in the rest of Canada in 2019, 90.4% of
non-payday loan consumers owned a credit card, while only 72.3% of payday loan consumers did.
Additionally, payday loan consumers are more likely to be refused a credit card, with 45.1%
reporting refusals compared to 17.1% of non-payday loan consumers. Similarly, installment loan

consumers are less likely to own credit cards, with 81.8% owning one compared to 93.2% of non-
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installment loan consumers. Hence, consumers of high-interest loans may face greater difficulty
accessing traditional credit compared to those who do not use payday or installment loans.

High-interest loan consumers are more likely to be in debt as seen in the amount of credit card
balances paid every month. Payday loan consumers are significantly less likely to pay off their full
credit card balance compared to non-payday loan consumers. Specifically, only 23.4% of payday
loan consumers pay the full amount, compared to 63.2% of non-payday loan consumers. Instead,
a larger proportion of payday loan consumers (50.9%) pay more than the minimum but less than
the full balance, compared to 29.2% of non-payday loan consumers. Paying only the minimum is
also more common among payday loan consumers (17.5% vs. 6.4% for non-payday loan
consumers). Additionally, 8.2% of payday loan consumers pay less than the minimum, compared
to only 1.3% of non-payday loan consumers. Similarly, installment loan consumers are more likely
to carry a credit card balance into the next month, with 44.4% doing so, compared to only 11% of
non-installment loan consumers. Additionally, 89% of non-installment loan consumers pay their
credit card balances in full, while only 55.6% of installment loan consumers do. Hence, installment
loan consumers are more likely to accumulate debt as they struggle to pay off their credit card
balances, compared to non-payday loan consumers.

High-interest loan consumers exhibit lower levels of savings in either Tax-Free Savings
Accounts (TFSAs) or stock investments. Specifically, almost 97.4% of payday loan consumers
have TFSAs valued under $10,000, in contrast to 71.8% of non-payday loan consumers.
Furthermore, non-payday loan consumers have a more diverse range of TFSA balances, with
10.5% holding between $10,000 and $29,999, whereas only 1.7% of payday loan consumers fall
into this category. Similarly, payday loan consumers hold fewer stocks, with 98.9% having stock
holdings valued below $10,000, compared to 93.5% of non-payday loan consumers. Likewise,
installment loan consumers have a lower proportion who have a TFSA compared to non-
installment loan consumers. Hence, high-interest loan consumers have lower wealth

accumulation.

High-interest loan consumers are also less likely to own a Registered Retirement Savings
Plan (RRSP). Specifically, only 47.8% of payday loan consumers have an RRSP, whereas 66.6%
of non-payday loan consumers report owning one. Installment loans presented a similar pattern.
This indicates a significant gap in retirement savings participation, indicating that high-interest

loan consumers may be less prepared for retirement.
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Payday loan consumers are more concentrated in lower asset brackets compared to non-
payday loan consumers. In Manitoba, 60.7% of payday loan consumers have total assets of
$54,999 or less, compared to just 17.9% of non-payday loan consumers. In the rest of Canada,
53% of payday loan consumers fall into this lower asset range, while only 20.7% of non-payday
loan consumers do. In contrast, non-payday loan consumers dominate the higher asset categories.
In Manitoba, 77.5% of non-payday loan consumers have assets of $120,000 or more, compared
to 33.8% of payday loan consumers. Similarly, 73% of non-payday loan consumers in the rest of
Canada hold assets of $120,000 or more, compared to 37.4% of payday loan consumers. Thus,
payday loan consumers are concentrated in lower asset brackets, while non-payday loan

consumers are more likely to hold substantial financial assets.

High-interest loan consumers are more likely to experience financial insecurity, as
reflected in their lower savings and debt levels. For instance, in Manitoba, in 2016, 89.4% of
payday loan consumers had positive debt, compared to 72.5% of non-payday loan consumers. By
2019, the proportion of payday loan consumers with positive debt dropped to 45.7%, while the
proportion of non-payday loan consumers remained steady at 70%. Additionally, payday loan
consumers tend to have moderate student loan debt and other debts, while non-payday loan
consumers are more concentrated in the lower debt range (less than $10,000). However, payday
loan consumers are more likely to have lower total debt levels compared to non-payday loan
consumers. For instance, non-payday loan consumers have higher mean total debt compared to
payday loan consumers across regions and years. Specifically, in 2016, non-payday loan
consumers had a mean debt of $116,000, while payday loan consumers had $62,000. This pattern
persisted in 2019, with mean debts of $119,000 and $70,000, respectively. In Manitoba, non-
payday loan consumers had a mean debt of $97,000 in 20186, rising to $100,000 in 2019, whereas
payday loan consumers’ mean debt dropped from $63,000 to $35,000. In the rest of Canada in
2019, non-payday loan consumers had a mean debt of $120,000, compared to $71,000 for payday
loan consumers. Additionally, payday loan consumers are significantly more likely to declare
bankruptcy compared to non-payday loan consumers. About 20% of payday loan consumers
declared bankruptcy, compared to only 3.1% of non-payday loan consumers. Similarly, installment
loan consumers are more likely to have student loans, have other debts, and face a higher

probability of declaring bankruptcy.
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Payday loan consumers consistently have a significantly lower mean net worth compared
to non-payday loan consumers across various regions and years. In 2016, payday loan consumers
had an average net worth of $157,000, while non-payday loan consumers averaged $694,000. This
disparity persisted in 2019, with payday loan consumers' mean net worth increasing to $206,000
and non-payday loan consumers' net worth rising to $766,000. Hence, individuals who use payday
loans are generally less financially secure than those who do not.

Payday loan consumers are more likely to be unemployed compared to non-payday loan
consumers. Specifically, 25% of payday loan consumers are not working, compared to only
10.9% of non-payday loan consumers. While full-time employment is common among both
groups, 47.5% of payday loan consumers work full-time, compared to 52.6% of non-payday loan
consumers.

The estimates by gender differential show that women payday loan consumers are among
the most vulnerable consumers of payday loans. Specifically, men payday loan consumers
generally have higher incomes and assets than women payday loan consumers, and the gap in
credit card ownership and debt narrowed over time, with women payday loan consumers
overtaking men in 2019 in Manitoba. Thus, women payday loan consumers have lower incomes,
assets, and higher debts but a slightly higher level of credit card ownership compared to men
payday loan consumers.

Payday loan consumers in their prime working years (20 to 65 years) tend to have higher
incomes, more debt, and greater credit card ownership compared to seniors, as predicted by the
life cycle hypothesis. However, in Manitoba, seniors tend to have fewer assets, diverging from
the expected pattern seen in the rest of Canada.

Payday loan consumers in Manitoba are predominantly women, aged 30 to 39, with a
high school education or less. They typically live in apartments, are part of four-member
households with children, and belong to single-earner households.

Payday loan consumption is primarily influenced by socio-demographic and income
factors. Specifically, it is associated with renter status, education level, the number of earners in
the household, total debt, total assets, and the amount paid on credit cards. In general, payday

loan consumption is shaped by individual characteristics and income-related variables.

Payday loan consumption significantly increases the likelihood of declaring bankruptcy.

Specifically, each additional unit increase in payday loan consumption raises the probability of
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bankruptcy by 2.2 percentage points, with this effect being statistically significant at the 1%
level. This pattern remains consistent after controlling for household income and credit card
ownership, where the marginal effect slightly decreases to 2.1 percentage points per unit
increase, still statistically significant at the 1% level. However, payday loan consumption has no
statistically significant effect on the probability of having total debt over $50,000. Overall,

payday loan consumption is strongly associated with higher bankruptcy risk.

Policymakers may promote partnerships with credit unions and community financial
institutions to offer low-interest loan alternatives tailored for low-income households. Expanding
financial literacy programs, particularly for groups more likely to use payday loans, and
increasing awareness and accessibility of government benefits may be a critical step to reduce
reliance on high-cost credit. Additionally, there is a need for stricter regulations on payday loan
marketing to prevent the targeting of vulnerable populations and to promote transparency about

loan costs.

This research is limited by the absence of longitudinal data tracking changes over time
for high-interest loan consumers and a low sample size. Therefore, future studies may use larger
datasets and a longitudinal approach where feasible to understand the characteristics of high-

interest loan use.
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Appendices

Appendix Table 1: SFS Data Definitions

Variables

Definitions

Payday loan

Respondents who have borrowed payday loans in the past three years are assigned
a value of 1 if they took a payday loan, and 0 otherwise.

Age of major income
earner

Indicates the age of the household’s major income earner, grouped into six
categories: 18-29, 30-39, 4049, 50-59, and 60+

Gender of the major
income earner

It indicates the gender of the household's major income earner, with a value of 1 if
the respondent is female and 0 otherwise.

Number of members
in the family

It indicates the number of people in the household, grouped into categories of one,
two, three, and four.

Children (aged 0 to
17 years)

Ask respondents if they have a child aged 0 to 17 years in the household. It is a
dummy variable, equal to 1 if the respondent answered 'Yes' and 0 otherwise.

Number of earners
aged 15 or over in
the family unit

It measures the number of respondents who are income earners, aged 15 and over,
grouped into categories: none, one, two, and three or more

Educational level

Indicates the highest level of education completed, grouped into categories: high
school or lower, non-university post-secondary certificate or diploma, and university
degree or certificate.

Type of dwelling

Records the type of principal residence, coded as: 1 for single detached, 2 for
double/semi-detached, terrace, or duplex, and 3 for apartment.

Rental status

This identifies respondents who are the major income earners and rent their principal
residence. It is determined by identifying major income earners who do not own
their principal residence. The variable is coded as 1 if the respondent is a renter and
0 otherwise.

Single Parent Status

This identifies respondents who have family members aged 0 to 17 years and are the
sole earners in the family. It is coded as 1 if the respondent is a single parent and 0
otherwise.

After-tax income

This represents total family income minus taxes, grouped into the following
categories: less than $32,000 (20%), $32,000 to $54,999 (40%), $55,000 to $79,999
(60%), $80,000 to $119,999 (80%), and $120,000 or more (100%).
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Government income

Income from federal and provincial governments, grouped into the following
categories: less than $5,000 (20%), $5,000 to $9,999 (40%), $10,000 to $19,999
(60%), $20,000 to $39,999 (80%), and $40,000 or more (100%).

Positive Debt

Is a dummy equal to 1, if the individual has a positive debt and a zero if otherwise.

Total debt

Total debt of the family unit, grouped into the following categories: less than
$10,000, $10,000 to $29,999, $30,000 to $49,999, $50,000 to $74,999, $75,000 to
$99,999, and $100,000 or more.

Student loan

Debt value of student loans, grouped into the following categories: less than
$10,000, $10,000 to $29,999, $30,000 to $49,999, $50,000 to $69,999, $70,000 to
$89,999, $90,000 to $109,999, and $110,000 or more.

Other debt

Other debt (including other loans and money owed), grouped into the following
categories: less than $10,000, $10,000 to $29,999, $30,000 to $49,999, and $50,000
or more.

Bankruptcy Rate

Indicates whether the respondent has declared bankruptcy or made a formal or
informal proposal to creditors regarding financial arrangements in the past seven
years.

TFSA

Income in a tax-free savings account is grouped into the following categories: less
than $10,000, $10,000 to $29,999, $30,000 to $49,999, $50,000 to $69,999, $70,000
to $89,999, $90,000 to $109,999, and $110,000 or more.

Total Assets

Total assets of the family unit, grouped into the following categories: less than
$32,000 (20%), $32,000 to $54,999 (40%), $55,000 to $79,999 (60%), $80,000 to
$119,999 (80%), and $120,000 or more (100%).

Stocks

Total value of non-registered stocks and shares held in private companies, grouped
into the following categories: less than $10,000, $10,000 to $29,999, $30,000 to
$49,999, $50,000 to $69,999, $70,000 to $89,999, $90,000 to $109,999, and
$110,000 or more.

RRSP

Derived variable indicating whether anyone in the family unit has or has had RRSPs
and whether withdrawals have ever been made from them. This is coded as 1 if the
person has an RRSP and 0 otherwise.

Credit card
ownership

Indicates whether the respondent owns a credit card. This is coded as 1 if the
respondent owns a credit card and 0 otherwise.

Credit card amount
paid

This indicates the amount of the credit balance paid each month. It is coded as 1 if
the amount is less than the minimum, 2 if the amount equals the minimum, 3 if the
amount is between the minimum and the full balance, and 4 if the full balance is
paid.
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Credit card refusal

Indicates whether the major income earner or anyone in the family has been refused
a credit card. This is coded as 1 if the respondent answered 'yes' and 0 otherwise."

The major source of
income

This indicates the major source of income for the family unit, coded as follows: 1
for wages and salaries, 2 for self-employment, 3 for government income, 4 for
investment income, 5 for retirement income, and 6 for other income.

Household Income

Measures total household income before tax and deductions from all sources for the
year ending December 31, 2013. Grouped into the following categories: less than
$32,001, $32,000 to $54,000, $55,000 to $79,999, $80,000 to $119,999, and
$120,000 or more.

Immigrant status

Indicates whether the respondent has ever been a landed immigrant. It is a dummy
variable coded as 1 if the individual is an immigrant ("Yes') and 0 ('No') otherwise.

Aboriginal status

Indicates whether the respondent is Aboriginal or non-Aboriginal. It is a dummy
variable coded as 1 if the individual is Aboriginal and 0 otherwise.

Financial
responsibility

Indicates whether the respondent is financially responsible for any child under the
age of 18. It is a dummy variable coded as 1 if the respondent selected "Yes' and 0
otherwise.

Source: Author’s compilation
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Appendix Table 2: CFCS Data Definitions

Variables Definitions

Age Indicates the age of the survey respondent, grouped into the following categories:
18-24, 25-34, 35-44, 45-54, 5564, and 65+

Gender Indicates the gender of the survey respondent, coded as 0 for male and 1 for female.

Marital Status

Measures current marital status, grouped into Single, Married/Common-law, and
Divorced, Separated, or Widowed.

Educational Status

Measures the highest level of education completed, grouped into High School or
lower, Non-university post-secondary certificate or diploma, and University degree
or certificate.

Immigrant status

Indicates whether the respondent has ever been a landed immigrant. It is a dummy
variable coded as 1 if the individual is an immigrant ('Yes') and 0 ('No') otherwise.

Aboriginal status

Indicates whether the respondent is Aboriginal or non-Aboriginal. It is a dummy
variable coded as 1 if the individual is Aboriginal and 0 otherwise.

Number of Children

Ask respondents if they have children in the household. It is a dummy variable coded
as 1 if the respondent answered 'Yes' and 0 otherwise.

Household Income

Measures total household income before tax and deductions from all sources for the
year ending December 31, 2013, grouped into the following categories: less than
$32,001, $32,000 to $54,000, $55,000 to $79,999, $80,000 to $119,999, and
$120,000 or more.

Before Tax Income

Measures the approximate total personal income before taxes and deductions from
all sources for the year ending December 31, 2018, grouped into the following
categories: less than $32,001, $32,000 to $54,000, $55,000 to $79,999, $80,000 to
$119,999, and $120,000 or more.

Financial
responsibility

Indicates whether the respondent is financially responsible for any child under the
age of 18. It is a dummy variable coded as 1 if the respondent selected "Yes' and 0
otherwise.

Source: Author’s compilation
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Appendix Table 3: COVID-19 Financial Well-Being Survey Data Definitions

Variables Definitions

Age Indicates the age of the survey respondent, grouped into the following categories:
18-29, 30-39, 4049, 50-59, and 60+.

Gender Indicates the gender of the survey respondent, coded as 0 for male and 1 for female.

Marital Status

Measures the current marital status, grouped into Single, Married/Common-law, and
Divorced, Separated, or Widowed.

Educational Status

Measures the highest level of education completed, grouped into High School or
lower, non-university post-secondary certificate or diploma, and University degree
or certificate.

Immigrant status

Indicates whether the respondent has ever been a landed immigrant. It is a dummy
variable coded as 1 if the individual is an immigrant ('Yes') and 0 ('No') otherwise.

Indigenous Status

Indicates whether the respondent is Aboriginal or non-Aboriginal. It is a dummy
variable coded as 1 if the individual is Aboriginal and 0 otherwise.

Renter Status

This identifies respondents who are major income earners and rent their principal
residence. It is determined by identifying major income earners who do not own
their principal residence. The variable is coded as 1 if the respondent has renter status
and 0 otherwise.

Household Income

Measures total household income before tax and deductions from all sources for the
year ending December 31, 2013.

Financial Indicates whether the respondent is financially responsible for any child under the

responsibility age of 18. It is a dummy variable coded as 1 if the respondent selected "Yes' and 0
otherwise.

Credit Card Balance | Indicates whether the respondent paid their credit card in full or carried a balance.

Credit Card Indicates whether the respondent owns a credit card.

Ownership

Student Loan Indicates whether the respondent has student loan debt.

Other Debt Indicates whether the respondent has any other outstanding debt.

Bankruptcy Indicates whether the respondent has made a formal or informal proposal to creditors
or declared bankruptcy.

TFSA Indicates whether the respondent has a Tax-Free Savings Account (TFSA).

RRSP Indicates whether the respondent has a Registered Retirement Savings Plan (RRSP)
or a Registered Retirement Income Fund (RRIF).

Other Savings Indicates whether the respondent has other non-registered investments, including

stocks, bonds, term deposits, GICs, and non-RRSP mutual funds.
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