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Surveys on High-Interest Loans
2019 Canadian Financial Capability Survey(CFCS)

Source: the Financial Consumer Agency of Canada

Surveys assess knowledge of financial matters and instruments and the ability to apply this knowledge in decision-
making.

Survey of Financial Security (SFS)

Source: Statistics Canada

Surveys assets, debts, employment, income, and education to examine how family finances adapt to economic pressures.
SFS 2016

SFS 2019

2020-21 COVID-19 Financial Well-Being Survey(COVID-19 FWB)

Source: the Financial Consumer Agency of Canada
Surveys Canadians’ financial knowledge, skills and confidence



Survey

Loan Question

Borrower Proportions

CFCS 2019 In the last 12 months, did | 108/7,169(2%)
you obtain money from a | pB: 5/108(4.6%)
payday loan service?

SFS 2019 In the past three years, 248/10,422(2.4%)
have you (or anyone in | MB: 14/248(5.6%)
your family) borrowed
money through a payday
loan?

COVID-19 What type of loan did 231/9,394 (2.5%)

FWB(2020-21)

you obtain from your
payday loan or online
lender?

MB:11/231(4.8%)




1)

2)
3)
4)

Summary Evidence on High-interest Loan Borrowing and
Trends

Payday loan (PL) borrowing — Income, Assets and Access to Credit, Debts and
Bankruptcy Status, Major Source of Income and sociodemographic characteristics

Determinants of PL borrowing
PL borrowing and the probability of declaring bankruptcy

Installment loan(INS) borrowing — Income, credit card payment, bankruptcy status,
renter status and financial responsibility for children



Payday loan borrowers typically come from lower-income
households, though not the poorest: CFCS 2019
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Payday loan borrowers have lower mean incomes, but the gap
IS narrower in Manitoba: SFS 2019
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Mean Household After-Tax Income(in $)

SFS (2016) SFS (2019) Manitoba (2016) Manitoba (2019) Rest of Canada
(2019)
mPL $55,000.0 $67,000.0 $44,000.0 $65,000.0 $68,000.0

mNPL $81,000.0 $87,000.0 $86,000.0 $80,000.0 $87,000.0



Payday loan borrowers have more government income — SFS
2019

SFS (2016) SFS (2019) Manitoba (2016) = Manitoba (2019) Rest of Canada
(2019)
mPL $12,000.0 $12,000.0 $17,000.0 $15,000.0 $12,000.0

m NPL $10,000.0 $11,000.0 $9,000.0 $11,000.0 $11,000.0
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Payday loan borrowers in Manitoba have fewer financial
assets: SFS 2019
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80%) 100%)
mPL 49.4 11.3 0.0 5.5 33.8

®NPL 14.3 3.6 2.2 2.3 77.5



Payday loan borrowers in the rest of Canada also have fewer
financial assets: SFS 2019
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80%) 100%)
mPL 44.0 9.0 4.1 5.5 37.4

® NPL 16.4 4.3 2.9 3.4 73.0



Payday loan Borrowers are less Likely to Access Credit
Card

SFS (2016) SFS (2019) Manitoba (2016) Manitoba (2019) Rest of Canada
(2019)
mPL 57.3 71.6 51.0 50.1 72.3

m NPL 88.3 90.4 89.4 89.9 90.4
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Payday loan borrowers have lower total debts: SFS 2019
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Mean Total Debt($)

$0.0
SFS (2016) SFS (2019) Manitoba (2016)  Manitoba (2019) Rest of Canada
(2019)
mPL $62,000.0 $70,000.0 $63,000.0 $35,000.0 $71,000.0

B NPL $116,000.0 $119,000.0 $97,000.0 $100,000.0 $120,000.0
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Percentage of Individuals (in %)

Payday loan borrowers are more likely to declare
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Wages, salaries, and government income are the primary
sources of income for Payday loan borrowers in Manitoba:
SFS 2019
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mPL 0.0 69.7 0.0 30.3 0.0 0.0 0.0

m NPL 0.3 61.7 2.2 22.6 2.3 9.3 1.6
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Similarly, wages, salaries, and government income are the
primary sources of income for Payday loan borrowers in the
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Wages and Self- Government  Investment Retirement  Other income
salaries employment transfers income pensions
income
72.9 1.5 21.9 2.1 1.4 0.2

60.3 4.0 21.5 3.0 9.3 1.5
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Sociodemographic characteristics of Payday loan Borrowing

« Manitoba PL borrowers 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 (SFS 2019).

* PL borrowers in the rest of Canada are generally men aged 30 to 39 with similar
education levels. They tend to live alone in apartments, do not have children, and are
In single-earner households (SFS 2019).
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Determinants of Payday Loan Consumption —SFS 2019

* The objective is to determine the relationship between payday loan
borrowing and a series of independent variables, 1.e. multivariate analysis

 Estimates provide the significance of each independent variable on the
likelihood of payday loan borrowing, holding other variables constant

* Probit regression is ideal when the dependent variable has two outcomes
(borrowing and not borrowing)

* Independent variables include age, gender, type of dwelling, number of
earners, educational level, presence of people aged 0 to 17 years, after-tax
Income, total assets, total debts, credit card amount, government income
and major source of income
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Determinants of Payday Loan Consumption -SFS

* Renters are significantly more likely to access payday loans, even after controlling for
additional factors(after-tax income, total assets, total debts, credit card amount,
government income and major source of income ).

* The number of earners positively correlates with payday loan borrowing. After full
controls, households with 3+ earners remain significant.

 Higher education(university) levels reduce the likelihood of payday loan borrowing,
statistically significant at 1%.

 Higher asset levels($80,000 and above) reduce payday loan borrowing, significant at
1%.

 Higher debt levels ($30,000 and above) correlate with payday loan borrowing

 Paying above the minimum credit card balance reduces payday loan likelihood,
significant at 1%.
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Payday Loan Borrowing and the Probability of Declaring
Bankruptcy

 Estimates the relationship between payday loan borrowing and the
probability of declaring bankruptcy

 The probit estimates provide the impact of payday borrowing on
bankruptcy status

 Controls include age, gender, marital status, immigration status,
Indigenous status, educational level, number of children, children
financially responsible for, type of dwelling, household income, and
credit card ownership.
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PL Borrowing and the Probability of Declaring Bankruptcy

A 1-unit increase in payday loan consumption raises the likelihood of
ban kruptcy by 2.2 percentage pOintS(age, gender, marital status, immigration status,

Indigenous status, educational level, number of children, children financially responsible for and type of
dwelling).

* Remains statistically significant at 1% level, even after controlling for
household income and credit card ownership.

* Coefficient decreases slightly to 2.1 percentage points after additional
controls but remains statistically significant
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Similarly, Installment loan borrowers come from lower
Income households but not the poorest households: COVID-
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mINS 34.67 26.67 21.33 8 9.33

®NINS 25.67 19.25 12.38 18.5 24.21
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Installment loan borrowers are more likely to carry over
credit card balances to the next month

Carried Over Balance Paid all Balance
mINS 44.4 55.6

®NINS 11.0 89.0
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Installment loan borrowers are more likely to have declared
bankruptcy
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Installment loan borrowers are also more likely to be renters

mINS 37.2 62.8
B NINS 63.0 37.0
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Installment loan Borrowers are more likely to be
financially responsible for children
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Possible Policy Recommendations

* Promote Alternative Credit Options

 Partner with credit unions and community financial institutions.
» Provide low-interest loans tailored for low-income households.

* Enhance Financial Literacy

» Expand education programs for payday loan consumers.

* Increase Benefit Awareness

* Improve accessibility and awareness of government benefits.

Strengthen Payday Loan Regulations

 Restrict marketing targeting vulnerable populations.
» Ensure transparency about loan costs.
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Thank you!

Jennifer Frimpong
frimponj@myumanitoba.ca
Wayne Simpson
Wayne.Simpson@umanitoba.ca
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