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Debt is most often associated with younger
adults, as they borrow to finance their
education and purchase housing and vehicles.

However, research from the United States suggests
that an increasing number of people, both in pre-
retirement and retired, are now struggling with debt,
as both the percentage with debt and debt levels have
risen for those age 55 and over (Copeland 2009, and
Draut and McGhee 2004). This paper investigates the
debt-holding situation of older Canadians.

With funding for retirement shifting onto the indi-
vidual,1 most Canadians believe they must take an
active role in planning for the event. Indeed, among
those age 25 to 64, 81% reported they were preparing
financially for their retirement. However, only 46% of
those preparing for retirement knew how much
savings they would need to maintain their standard of
living (Schellenberg and Ostrovsky 2010).

Debt management is a recurring
theme in retirement planning litera-
ture. Debt may be problematic for
older workers if not paid off
before retirement since repayment
can be more difficult on a reduced
income. On the other hand, carry-
ing debt into retirement may not
necessarily be an issue if repayment
is manageable and the household is
financially sound.

Financial planning is particularly
important for women for several
reasons. Compared with men,
women have a longer life expect-
ancy and they usually retire having
spent fewer years in the labour

Chart A One-third of retired individuals age 55 and over
have some form of debt

1. Includes widowed, separated and divorced, and never-married individuals.
Source: Statistics Canada, Canadian Financial Capability Survey, 2009.

market with less earned and saved (Glass and
Kilpatrick 1998, and Marshall 2000). Divorce or
widowhood during this period can also affect
economic well-being.

The 2009 Canadian Financial Capability Survey (CFCS)
provides information on the income, wealth and debt
of retired Canadians, combined with self-assessments
of their financial situation and indicators of financial
literacy. This article examines the proportion, type, and
level of debt among almost 5 million retirees age 55
and over (see Data source and definitions). Logistic
regression is used to examine the personal, demo-
graphic and economic factors that influence the likeli-
hood of carrying consumer or mortgage debt in
retirement. The financial situation of indebted retirees
is also examined along with three indicators of finan-
cial security among retirees.
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Data source and definitions

The Canadian Financial Capability Survey (CFCS), a new
survey conducted between February and May 2009, col-
lected information from Canadians age 18 and over in the
10 provinces. The content focuses on the financial situa-
tion of individuals and households as well as their finan-
cial knowledge, ability and behaviours concerning money
management, budgeting and general financial planning and
decisions. One of the goals of the survey is to understand
Canadians’ use of financial services and their knowledge
of programs aimed at facilitating financial planning for
retirement.

The target population for this article includes all respond-
ents age 55 and over and who, when asked about their em-
ployment status, reported themselves to be “retired.” Those
who reported themselves to be not working and not look-
ing for work and with no employment income in the past
year were also counted as retired. If the respondent was
part of a couple, his or her spouse would also have to
report being retired in order to be considered living in a
fully retired household. Approximately 3,730 respondents
fit this definit ion, representing a weighted count of
4,869,000.

As noted above, retired is derived from self-reported
information regarding employment status. Although house-
holds may report some of their income in the previous
12 months came from employment, for the purpose of this
study their main activity remains “retired.”

Respondents are considered to be in a couple relationship
if they are currently married or in a common-law relationship
and living with a partner, whereas single includes those
who are divorced (including separated) or widowed, or those
who never married, and are not living with a partner.

Assets are the monetary value of all personal or business
goods owned, including, for example, real estate, vehicles,
jewellery, stocks and bonds, registered retirement savings
plans and savings in the bank. Unlike the Survey of Financial
Security, the value of registered pension plans is not
included among the assets. Respondents were asked to pro-
vide a total value for each type of asset and the combined
total refers to a household’s total assets. If just one of the
individual asset questions is marked as “don’t know,” then
the total household asset figure is marked as “not stated.”
For this reason, upwards of 50% of the total asset variable
is unknown, which is a limitation of the survey. However,
all calculations made using the asset, debt and net worth
variables only use valid responses.

Debt is the amount the respondent and other family mem-
bers still owe on mortgages; student, payday or other loans;
outstanding balances on credit cards or lines of credit; or
any other unpaid debt or liability. Although respondents
were asked to identify different types of debt, only the value
of all debts combined was collected. Debt was collected for
the family as a whole since it cannot easily be assigned to
just one person in the family. While most respondents knew

whether they owned money, many were not able to pro-
vide a dollar figure for their total debt. Among the retired
population, 21% of those with debt did not know the total
value of their indebtedness.

Net worth is calculated by subtracting total debt from total
assets. Since both the asset and debt variables had consid-
erable proportions of “not stated” responses, more than one-
half of the responses for the net worth variable are
unknown.

The following three questions on financial self-assessment,
appropriate for retirees and included in the CFCS, were
selected to assess household finances and were used as
indicators of financial security:

1. “Compared to your expectations before you retired, how
would you describe your financial standard of living in
retirement?”
(Much better than expected; Better than expected; As
expected; Not as good as expected; Much worse than
expected)

2. “Is your retirement income sufficient to comfortably cover
your monthly expenses?”
(Yes; No)

3. “Again, thinking of the last 12 months, which one of the
following statements best describes how well you and
your family have been keeping up with your bills and
other financial commitments?”
(Keeping up with all bills and commitments without any
problems; Keeping up with all bills and commitments,
but it is sometimes a struggle; Having real financial
problems and falling behind with bills or credit commit-
ments; Don’t have any bills or credit commitments)

The survey also included a 14-question section to objec-
tively assess an individual’s financial knowledge. Scores
were calculated by adding up the number of correct an-
swers.

Logistic regression models     were used to examine the
probability of the retired having mortgage and/or consumer
debt and the probability of giving a positive response to
each of three questions pertaining to financial security. In
order to retain as large a sample as possible, dummy “not
stated” categories were created for any values missing from
the annual household income and household net worth vari-
ables. Multicollinearity diagnostic tests were run for all
models. Although test statistics indicate some correlation
between household income and net worth, both were left
in the models because of the problem with missing values.
Alternative models were estimated, each including only
wealth or income. The results remained the same when the
variables were included separately in the models or when
they were both in the models together. The entire analy-
sis used 250 bootstrap weights to adjust for the survey design
and produce a more accurate variance estimation.
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1 in 3 retirees holds some form of debt

Debt can include mortgages; student, payday or other
loans; outstanding balances on credit cards or lines of
credit; or any other unpaid debt or liability. Among
those age 55 and over, one-third of the retired and
two-thirds of the not-yet-retired report having some
form of debt (Chart A). The proportion holding debt
in retirement is about one-third for both fully retired
couples (where both partners are retired) and for peo-
ple living on their own. The proportion of couples
with debt is higher when one spouse is retired (61%)
or when neither spouse is retired (75%). Research has
found that dual-earner couples tend to have higher
average debt per person, relative to income—possibly
due to their sense of security from having two incomes
(TD Economics 2010).

Retirees with debt owe less than their
non-retired counterparts

Those retired and in debt owe a median amount of
$19,000 compared with their non-retired counterparts
who owe $40,0002 (Chart B). Retired singles owe less
than fully retired couples—$13,000 versus $20,000.
Not-retired couples were the most likely to have some
form of debt and they also had the highest median
value owing ($50,000).

Chart B Retired couples with debt owe a median of $20,000

1. Includes widowed, separated and divorced, and never-married individuals.
Source: Statistics Canada, Canadian Financial Capability Survey, 2009.

Over one-half of indebted retirees owe
less than $25,000

The remainder of the paper focuses on retired indi-
viduals and couples where both partners are retired.
Of those owing money, the type and level of debt
varies little between those in a couple and those on
their own. Roughly 60% of retired couples and singles
carry consumer debt only, with the remaining 40%
almost equally split between those with mortgage debt
only and those with both forms of debt (Table 1).

Among retirees, average debt was $60,000, while the
median (the value where half owe more and half owe
less) was $19,000. This large difference between the
median and the mean is characteristic of a skewed dis-
tribution: one wherein a small group carries a high debt
load while most owe smaller amounts.

Of retirees with debt, 1 in 4 owes less than $5,000.
Debt in this range may simply be related to using credit
as a convenience or as promotional financing. For
example, some big-ticket items can be purchased on
credit with no payments or interest for up to one year.3

One-third of households with debt owe between
$5,000 and $24,999, and another one-quarter owe
between $25,000 and $99,999. The remaining 17% of
households carry a debt of $100,000 or more.

Who’s likely to hold debt
in retirement?

This section assesses which socio-
economic and demographic fac-
tors are associated with the
likelihood of carrying mortgage or
consumer debt. Age is a primary
factor since it reflects the evolution
of personal finances over the life
cycle. Level of education, sex, fam-
ily and immigrant status, urban liv-
ing and region are included as they
may be associated with different
housing choices and costs, as well
as variations in personal financial
behaviours. Finally, income, net
worth and home ownership may
also be linked to the incidence of
debt, either positively, as income
and collateral enable further bor-
rowing, or negatively, since they
may allow individuals to pay down
debt faster or avoid it altogether.4
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Table 1 Retired individuals age 55 and over by type and
level of debt

Single1

Retired, 55 In a
and over couple Total Men Women

’000
Total retired

individuals 4,869 2,959 1,910 522 1,388
%

Total 100 100 100 100 100
No debt 66 65 68 66 69
Debt 34 35 32 34 31

Total with debt 100 100 100 100 100
Mortgage only 20 21 19 25 17
Consumer only 57 56 58 60 58
Both types of debt 23 24 23 F 26

All debt $

Average dollars 60,150 69,300 44,830 43,540 45,440
Median dollars 19,000 20,000 13,000 18,000 11,000

%

Range of all debt 100 100 100 100 100
Less than $5,000 25 22 31 25 33
$5,000 to $24,999 32 33 30 32 29
$25,000 to $99,999 26 27 25 27 24
$100,000 or more 17 19 15 F F

1. Includes widowed, separated and divorced, and never-married individuals.
Source: Statistics Canada, Canadian Financial Capability Survey, 2009.

In order to determine which fac-
tors better predict the incidence of
holding debt, the variables men-
tioned above are included in a
logistic regression model. This
technique estimates the relationship
of each variable with the probabil-
ity of having debt while holding all
other variables constant. Descrip-
tive statistics and regression results
of the explanatory variables appear
in Table 2.

The likelihood of debt falls
with age

One possible factor associated with
holding debt in retirement is age.
The further along the life cycle, the
more time someone has had to
repay any outstanding debts.
Indeed, among retirees age 75 and

over, only 20% had some form of
debt, compared with 48% of those
age 55 to 64 (Table 2). Older
retirees were found to be signifi-
cantly less likely to carry debt even
after controls for other factors in
the regression model were applied.

Higher education
positively linked with
having debt

As the level of schooling goes up,
so does the incidence of holding
debt. While 26% of those with less
than a high school diploma had
some form of debt, 36% or more
with at least a high school diploma
had debt. The regression results
indicate that only the difference
between retirees without a high
school education and those

with high school or some
postsecondary schooling was sta-
tistically significant. Other research
has shown that higher education is
associated with an open or posi-
tive attitude towards borrowing
(Lee et al. 2007).

As a person’s financial knowledge
score increases, so does the likeli-
hood of having debt (scores were
calculated by adding the number of
correct answers reported on a
14-question financial knowledge
quiz). Understanding of financial
concepts may be associated with
borrowing to finance investments
or smooth consumption.

Divorced most at risk of
debt

Of the almost 5 million retirees
in the study, 3.0 million lived with
a spouse, 1.2 million were wid-
owed, 500,000 were divorced and
300,000 had never married. Divor-
cees, at 43%, had the highest rate
of holding debt followed by 35%
for couples, 30% for the never-
married and 28% for widows/
widowers. Retired divorcees were
found to be significantly more likely
(1.3 times) to carry debt than those
living in a couple after controls for
other factors were applied. The
financial cost of divorce, including
legal fees, the division of proper-
ties and assets, and the setting up
of separate households, has short-
term economic consequences for
both partners, which likely contrib-
utes to increased borrowing.5

Home ownership and
higher income linked to
having debt

Among retirees, 8 in 10 own a
home. Homeowners are 1.4 times
more likely to hold debt than non-
owners, but not simply because of
a mortgage. Overall, 37% of
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Table 2 Socio-economic and demographic characteristics of
retired individuals age 55 and over showing
percentage with household debt and predicted
probability of debt

Ratio of
With predicted

Retired debt probability

’000 % %

Total 4,869 100 34 ...

Age
55 to 64 1,166 24 48 ref.
65 to 74 1,934 40 37 0.84*
75 and over 1,769 36 20 0.47*

Men 2,012 41 36 ref.
Women 2,857 59 32 1.10

Level of education
Less than high school 1,742 36 26 ref.
High school or some postsecondary 1,485 31 36 1.21*
University degree 1,621 33 39 1.15

Financial knowledge
(continuous score from 0 to 14) . . .. . .. . .. . .. . . . . .. . .. . .. . .. . . . . .. . .. . .. . .. . . 1.04*

Family status
Widowed 1,152 24 28 1.06
Divorced 465 10 43 1.26*
Never married 294 6 30 0.85
In a couple, both retired 2,959 61 35 ref.

Extra household members1

Yes 898 18 49 1.49*
No 3,971 82 30 ref.

Homeowner 3,637 78 37 1.43*
Non-owner 1,020 22 23 ref.

Annual household income
Less than $25,000 719 15 29 ref.
$25,000 to $49,999 889 18 42 1.32*
$50,000 to $74,999 533 11 46 1.39*
$75,000 or more 466 10 46 1.37*
Not stated 2,261 46 26 0.88

Net worth (assets minus debts)
Less than $75,000 530 11 31 ref.
$75,000 to $399,999 648 13 43 0.80
$400,000 or more 772 16 38 0.55*
Not stated 2,919 60 31 0.76*

* significant difference from the reference group (ref.) at the 0.05 level. The logistic
regression model also controlled for immigrant status and residence by Census Metropolitan
Area (CMA) and region.

1. Single or couple households with additional household members.
Source: Statistics Canada, Canadian Financial Capability Survey, 2009.

nificant and positive factor in the
probability of holding consumer
debt” (Lee et al. 2007, p. 316).
Although houses can be expensive
to maintain, homeowners have in-
vested in a valuable, often-appreci-
ating asset. Furthermore, there are
financial gains in mortgage-free
home ownership since rent does
not have to be paid.

Individuals in households with an
annual income of less than $25,000
were less likely to hold some form
of debt compared with those in
higher income groups. However,
high net worth was also associated
with a lower probability of debt.6

After controls for other factors
were applied, retirees with a house-
hold net worth of $400,000 or
more were found to be less likely
to hold debt than the reference
group with a net worth of less than
$75,000.

Several other demographic and
geographic factors were not signifi-
cantly related to debt among
retirees, including immigrant status,
region and Census Metropolitan
Area.

Holding debt is often assumed to
affect financial security. One way to
determine perceptions of financial
well-being is to assess responses to
questions about personal finances.
The next section examines the per-
sonal and financial characteristics of
all retirees in conjunction with indi-
cators of financial security (see Data
source and definitions).

Most retirees feel finances
meet pre-retirement
expectations

From a subjective point of view,
the vast majority of retirees give a
positive report when asked about
their economic well-being. Almost
8 in 10 believe that their financial

homeowners carry some debt, including 9% who have only a mortgage,
18% who have only consumer debt, and 10% who have both a mortgage
and consumer debt. Overall, 28% of homeowners have some consumer
debt compared with 23% of non-owners. A similar association was found
among older Americans: “As expected, having mortgage debt was a sig-
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Table 3 Financial security indicators of retired population age 55 and over by personal and
financial characteristics

Financial
situation Keeping up

better Retirement with bills
than or as income is and other
expected Ratio of sufficient Ratio of financial Ratio of

before predicted for monthly predicted commitments predicted
retirement probability expenses probability not a problem probability

Model Model Model Model Model Model
% 1 2 % 1 2 % 1 2

Total 78 ... ... 86 ... ... 82 ... ...

Age
55 to 64 76 ref. ref. 84 ref. ref. 77 ref. ref.
65 to 74 75 1.03 1.04 84 1.04 1.08 80 1.07* 1.08
75 and over 83 1.22***** 1.32***** 89 1.14* 1.26* 89 1.19* 1.30*****

Men 77 0.94 0.90 86 0.98 0.96 83 1.00 1.03
Women 79 ref. ref. 86 ref. ref. 82 ref. ref.

Level of education
Less than high school 74 ref. ref. 83 ref. ref. 80 ref. ref.
High school or some

postsecondary 79 1.06 1.06 87 1.06* 1.10 84 1.08* 1.12
University degree 81 1.13***** 1.11 87 1.09* 1.12 84 1.10* 1.11

Family status
Widowed 78 0.86***** 0.93 84 0.87* 0.89 81 0.89* 0.95
Divorced 65 0.71***** 0.81***** 75 0.77* 0.80* 70 0.76* 0.89
Never married 77 0.92 1.00 86 0.95 1.00 85 0.98 1.09
In a couple, both retired 80 ref. ref. 88 ref. ref. 84 ref. ref.

Immigrant 75 0.89***** 0.85***** 79 0.82* 0.71* 76 0.85* 0.75*****
Canadian-born 79 ref. ref. 88 ref. ref. 84 ref. ref.

Debt 70 ... ... 79 ... ... 68 ... ...
Less than $5,000 69 ... 0.69***** 79 ... 0.79* 67 ... 0.52*****
$5,000 to $24,999 68 ... 0.59***** 82 ... 0.79* 70 ... 0.50*****
$25,000 to $99,999 68 ... 0.57***** 82 ... 0.73* 68 ... 0.41*****
$100,000 or more 73 ... 0.73***** 78 ... 0.71* 67 ... 0.49*****

No debt 82 ... ref. 89 ... ref. 89 ... ref.

Annual household
income

Less than $25,000 65 ... ref. 75 ... ref. 68 ... ref.
$25,000 to $49,999 76 ... 1.20***** 85 ... 1.16* 78 ... 1.23*****
$50,000 to $74,999 90 ... 1.49***** 93 ... 1.33* 91 ... 1.49*****
$75,000 or more 88 ... 1.41***** 93 ... 1.30* 90 ... 1.50*****
Not stated 78 ... 1.15***** 86 ... 1.15* 85 ... 1.29*****

Net worth (assets
minus debts)

Less than $75,000 63 ... ref. 72 ... ref. 65 ... ref.
$75,000 to $399,999 76 ... 1.13 87 ... 1.18* 77 ... 1.18*****
$400,000 or more 86 ... 1.29***** 91 ... 1.21* 92 ... 1.44*****
Not stated 79 ... 1.10 86 ... 1.13 84 ... 1.21*****

* significant difference from the reference group (ref.) at the 0.05 level. The logistic regression models also controlled for financial knowledge,
extra household members, home ownership and residence by Census Metropolitan Area (CMA) and region.

Source: Statistics Canada, Canadian Financial Capability Survey, 2009.
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situation is as expected or better than before they
retired; similarly, 86% say their income is sufficient to
cover monthly expenses; and 82% report that keeping
up with bills and other financial commitments is not a
problem (Table 3). When all personal and financial
characteristics of retirees are considered together in
logistic regression models, certain variables consistently
increase or decrease the positive response rate to at
least two, and usually all three, financial security ques-
tions.

Positive view of financial security
increases with age

Retirees age 75 and over are significantly more likely
to report positively on their economic situation than
those age 55 to 64 even after controls for variables
such as level of income and debt are applied. For
example, 83% of the older cohort felt they were
financially as well off as or better than expected
before retirement compared with 76% of the younger
group. Similarly, the older cohort is 1.3 times more
likely than the younger one to say their income is suffi-
cient for their expenses. These findings may be related
to the change in consumption and spending patterns
as people age (Chawla 2005).

Divorce related to financial insecurity

Family status is also a factor related to financial secu-
rity. As opposed to those who never married or are
widowed, the divorced are the only group to be sig-
nificantly less likely than couples to say their income is
sufficient for monthly expenses. Their relatively lower
reporting of financial security may be associated with
their overall financial situation. Although all categories
of individuals not living with a partner were financially
less well-off than couples, the divorced had the lowest
median annual income and lowest median net worth7

(see Wealth, income and debt indicators). The findings sug-
gest that marital dissolution by divorce may have a
long-term negative effect on financial security in re-
tirement. “Whether divorce interrupts the savings
process or destroys assets, it is unlikely that most indi-
viduals will be able to save enough in later life to over-
come the loss” (Fethke 1989, p. S121).

Any level of debt may increase financial
insecurity

Overall, 82% of retirees without debt report their
financial situation to be as expected or better than
before retirement, whereas only 70% of those with

Wealth, income and debt indicators

The Canadian Financial Capability Survey also collected
information on the wealth of respondents, although the
rate of non-response was high (see Data source and defi-
nitions). This box presents information on the subpopulation
of retirees with debt.

Overall, retirees with debt have a median annual house-
hold income of $42,000, a median net worth of $295,000,
and a median debt of $19,000 (Table 4). Other indicators
that help put household debt in perspective include the
median debt-to-income ratio (D/I ratio) and the median
debt-to-assets ratio (D/A ratio). The overall D/I for retirees
is 0.47 and the D/A is 0.07. Households with high D/I ratios
may have higher debt repayments, relative to income,
compared with households with low D/I ratios.8 On the
other hand, those with low D/A ratios are assumed to be
more financially secure than those with high ratios.

Noteworthy findings from the financial indicators table
include:

There are no significant differences in annual income,
net worth and debt levels by the age and sex of retirees,
although women have lower D/I and D/A ratios than
men.

Compared with all other groups, the divorced have the
lowest annual median income ($28,000) and net worth
($126,500).

Although median income and net worth are roughly the
same between immigrants and Canadian-born retirees,
immigrants have significantly higher median debt and
D/I and D/A rat ios.

Homeowners have higher debt levels than non-home-
owners, but their median income and net worth are also
higher.

Higher household income is associated with higher levels
of net worth and debt, but lower D/I and D/A ratios.
Those with annual incomes of less than $25,000 have
the highest D/I and D/A ratios at 0.58 and 0.16,
respectively.

As net worth increases so does annual income and me-
dian debt, however, only the D/A ratio falls as net
worth rises.

Those with higher median debt also tend to have higher
annual incomes and net worth. However, those with
high debt also have significantly higher D/I and D/A
ratios.

debt report the same outcome. Similarly, 89% of
debt-free retirees claim that their income is sufficient
for monthly expenses, compared to 79% or less for
those with any level of debt. Also, keeping up with
bills and other financial commitments is not a prob-
lem for 89% of debt-free retirees, a figure that falls to
68% for those with any amount of debt.
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Table 4 Financial indicators of retired population age 55 and over with debt

Median
annual Median Median

household Median Median debt-to- debt-to-
income net worth debt income ratio assets ratio

$ $ $

Total 42,000 295,000 19,000 0.47 0.07

Age
55 to 64 (ref.) 48,000 305,000 20,000E 0.53E 0.09E

65 to 74 40,000 287,000 18,000 0.44 0.06
75 and over 35,000 F 15,000E F F

Men (ref.) 45,000 310,000 22,000E 0.59 0.09
Women 41,000 282,000E 15,000 0.36*E 0.06*

Level of education
Less than high school (ref.) 32,000 125,000E 13,000E F 0.11
High school or some postsecondary 42,000* 287,000* F 0.45 0.06*E

University degree 55,000* 454,800* 20,000* 0.49E 0.07*

Family status
Widowed 32,000* F F 0.44E F
Divorced 28,000* 126,500* F 0.50 F
Never married 33,000*E 166,500*E 10,000* 0.58E F
In a couple, both retired (ref.) 50,000 360,000 20,000 0.44 0.07E

Immigrant (ref.) 42,000 295,000E 35,000E 0.80E 0.14E

Canadian-born 42,000 297,000 15,000* 0.40* 0.07*

Homeowner 50,000* 369,500 24,000* 0.57 0.07
Non-owner (ref.) 25,000 F 4,000E F F

Annual household income
Less than $25,000 18,000* F 10,000* 0.58 0.16*
$25,000 to $49,999 (ref.) 35,000 236,000 18,000E 0.49 0.08E

$50,000 to $74,999 60,000* 470,000* 25,000E 0.42E 0.05E

$75,000 or more 100,000* 690,000*E F 0.33E 0.05E

Not stated .. F F .. ..

Debt level
Less than $5,000 35,000 158,000*E 1,500* 0.04* F
$5,000 to $24,999 (ref.) 44,000 285,000 12,000 0.26 0.05
$25,000 to $99,999 50,000 369,500E 43,000* 1.00* 0.11*
$100,000 or more 62,000 440,000 170,000* 2.86* 0.26*

Net worth (assets minus debts)
Less than $75,000 24,000* F 8,000* 0.47 0.63*
$75,000 to $399,999 (ref.) 38,500 207,500 20,000 0.49 0.09
$400,000 or more 65,000* 704,000* 30,000E 0.50E 0.04*
Not stated 42,000 .. 15,000E F ..

* significant difference from the reference (ref.) group at the 0.05 level
Source: Statistics Canada, Financial Capability Survey, 2009.

Moreover, all levels of debt appear to significantly
affect perceptions of financial vulnerability. Debt
repayment amounts vary depending on repayment
schedules and interest rates, and can be independent

of the total amount owing. In other words, it is not
necessarily the size of debt that has the potential to
strain a monthly budget, but the repayment amount in
relation to other expenses and income. However, even
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if debt repayments are manageable, the monthly
financial obligation and outstanding balance may
increase the perception of financial insecurity.

Relatively low income and net worth
reduce sense of financial security

Retirees with less than $25,000 in annual household
income are significantly less likely than those with
higher incomes to give positive responses to the three
financial security questions. After controls were applied
for net wealth, having a lower income (whether with
or without debt) was found to increase the perception
of financial insecurity. For example, 75% of those with
a household income of less than $25,000 say their in-
come is sufficient to cover monthly expenses com-
pared with 85% of those in the $25,000 to $49,000
income range.

Similarly, retirees with a household net worth of
under $75,000 are not as likely to express a high
rate of financial security as those with higher levels of
net worth.

Conclusion

Using data from the Canadian Financial Capability
Survey, this study found that, in 2009, 1 in 3 retired
individuals age 55 and over, whether single or in a
couple, held mortgage or consumer debt. Since retire-
ment usually coincides with a drop in income and an
increased reliance on savings, debt management is a
frequently cited component of retirement planning.

The median amount owing for retirees with debt was
$19,000. At the high end of the debt scale, 17% owed
$100,000 or more. The likelihood of holding debt
decreased with age but increased with household in-
come and financial knowledge. Individuals with some
postsecondary education were more likely to hold debt
than those with less schooling, while households with
a high net worth were less likely to have debt. Being
divorced was a strong correlate of holding debt
among retirees.

The majority of retirees report that their finances are
what they had expected them to be prior to retire-
ment, that their income is sufficient to cover expenses,
and that they are able to stay on top of bills and keep
up with their financial commitments. After controls
for personal and financial factors were applied, those
with any level of debt were found to be more likely to

respond negatively to these questions. For example,
while 9 in 10 retirees without debt reported they had
no trouble keeping up with bills and other financial
commitments, 7 in 10 with debt reported this to be
the case.

Roughly 1 in 10 retirees was divorced. This group had
lower positive response rates for all three financial se-
curity questions, even after controls were applied for
other factors, including debt. For example, 65% of
the divorced reported that their financial situation was
as good as or better than they expected before retire-
ment, compared with rates of 77% or greater for those
who were in a couple, were widowed or never mar-
ried. The substantially lower-than-average income and
net worth of the divorced coincide with their poorer
perception of their financial condition.

Immigrants, as well as those having relatively low in-
come or net worth, also report lower perceptions of
financial security.

The incidence and level of debt among the pre-retired
population age 55 and over were higher than among
retirees. Two-thirds of pre-retirees carry mortgage or
consumer debt with a median value of $40,000.

Notes

1. For example, defined benefit pension coverage fell from
41% in 1991 to 30% in 2006 (Gougeon 2009).

2. The vast majority of respondents knew whether they had
any debt but about 1 in 5 did not know the amount
owed. These non-response cases were excluded from the
level of debt calculations (see Data source and definitions).

3. In fact, 92% of those who owe less than $5,000 report
having only consumer debt.

4. Since there were relatively high rates of non-response for
income and net wealth questions, “not stated” categories
for these variables were included in the model to
maintain the maximum sample size.

5. American research using longitudinal data found that
remarriage can offset the negative financial impact of
divorce as newly formed couples begin to rebuild wealth
(Wilmoth and Koso 2002). In this study, the marital
history of respondents is unknown.

6. Net worth “not stated” was also associated with a lower
probability of debt.

Perspectives
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7. Although the sample size does not allow for a detailed
analysis by sex, the results show similar trends for both
men and women by marital status.

8. A better indicator of a household’s ability to cover the
cost of servicing its debt would be the ratio of its
monthly debt repayment to its disposable income;
however, these two figures were not collected in the
survey.
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