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“I am a great believer in luck, 

and I find the harder I work 

the more I have of it.”
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Short-term Funding Markets During the Turmoil
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Source: Bloomberg
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Source: Bank of Canada     

Bank of  Canada Extraordinary Liquidity Provision
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Cumulative Writedowns by Banks
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Rate of Return on Equity –Banks (2005-2009)
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Evolution of Credit Losses -- Canadian Banks (1998-2009)
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Regulatory Structure for Banks

 OSFI supervises most “systemically important” financial 

institutions – limited shadow banking sector

 Principles-based supervisory approach -- substantial 

discretion to enunciate principles in “guidance”

 Comprehensive, risk-based methodology – focus on material 

risks and quality of institution’s risk management
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Bank Capital and Leverage

 Higher capital standards

– 7% Tier 1 and 10% Total capital

– common equity component of 75% or greater (pre-turmoil)

 Assets-to-Capital Multiple (leverage ratio)

– introduced in the early 1980s

– typically a maximum of 20 (may be raised to 23)
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Communication

 Extensive coordination among authorities who hold 

responsibility for the financial system

 Financial Institutions Supervisory Committee (FISC)

– Department of Finance

– Bank of Canada

– Office of the Superintendent of Financial Institutions (OSFI)

– Canada Deposit Insurance Corporation (CDIC)

– Financial Consumer Agency of Canada (FCAC)
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Product Design and Market Structure

 Limited use of securitization

– e.g., originate-to-distribute model 

 Features of the mortgage market

– e.g., mortgage insurance required when loan-to-value 

exceeds eighty per cent
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Housing Prices (2000-2009)
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Real Estate Equity (1990-2009)
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Household and Business Credit: Canada
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Household  Indebtedness : Canada (2000-2009)
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