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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

• As a result of declining interest rates, declining loan volumes and increased payment deferrals, the Credit Unions
industry in Canada is expected to decline 5.9% in 2020. For more detail, please see the Current Performance
chapter.

• Declining investment income as a result of emergency interest rate cuts in March 2020 is expected to cause
industry profitability to decline over the current year. For more detail, please see the Cost Structure Benchmarks
chapter.

• Credit unions have increased their loan loss provisions for 2020, as borrowers now have a higher likelihood of
default. Desjardins Group and Vancouver City Savings Credit Union are both expected to experience substantial
declines in operating income in 2020. For more detail, please see the Major Companies chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Credit Unions industry in Canada consists of financial institutions known as credit unions or caisses populaires.

These institutions are member owned and provide banking services, mainly deposit taking and lending, to these
same members.

Major Players Desjardins Group

Vancouver City Savings Credit Union

Main Activities The primary activities of this industry are:

Accepting members' share deposits

Offering members consumer loans

The major products and services in this industry are:

Residential mortgages

Commercial and agricultural loans

Consumer, credit card and other personal loans
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Supply Chain

SIMILAR INDUSTRIES

Residential Building Construction
In Canada

Commercial Banking in Canada Savings Banks & Thrifts in
Canada

Real Estate Loans & Collateralized
Debt in Canada

Loan Brokers in Canada      

     

RELATED INTERNATIONAL INDUSTRIES

Credit Unions in the US Credit Unions and Building
Societies in Australia

Non-Banks and Other Financial
Institutions in New Zealand
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Industry at a Glance
Key Statistics

$18.4bn
Revenue

Annual Growth

2015–2020

2.5%

Annual Growth

2020–2025

2.5%

Annual Growth

2015–2025

 

$1.1bn
Profit

Annual Growth

2015–2020

-8.7%

  Annual Growth

2015–2020

 

5.8%
Profit Margin

Annual Growth

2015–2020

-4.5pp

  Annual Growth

2015–2020

 

454
Businesses

Annual Growth

2015–2020

-7.0%

Annual Growth

2020–2025

-4.3%

Annual Growth

2015–2025

 

52,470
Employment

Annual Growth

2015–2020

-3.0%

Annual Growth

2020–2025

-0.4%

Annual Growth

2015–2025

 

$3.9bn
Wages

Annual Growth

2015–2020

-2.1%

Annual Growth

2020–2025

0.1%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

1.6%
Per capita disposable income

2.2%
Housing starts

-0.1pp
Overnight rate

-3.9%
New vehicle sales

N/A
External competition for the
Credit Unions industry

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Industry Globalization

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Concentration
Medium   Regulation & Policy

Medium / Increasing

  Technology Change
Medium   Barriers to Entry

Medium / Steady

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Competition

High / Steady

 

Key Trends

 Net interest margin trends have directly influenced the
industry profit margin

 Fluctuating margins and external competition have induced
consolidation in this industry

 Credit unions have been unable to grow their market share
in the consumer credit market

 A large portion of loans are made in the residential mortgage
segment

 Credit unions have significant exposure to automobile loans

 Unfavourable federal tax policy may lead to evaporating tax
breaks

 Tough external competition and economies of scale have
pushed operators to merge to compete with banks and other
competitors
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Customer Class Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Low Profit vs. Sector Average

  High Product/Service Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  External competition for the Credit Unions industry

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  Low Performance Drivers

  Overnight rate
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Executive Summary Gaining interest: Rising new vehicle sales and consumer spending are
expected to positively affect industry revenue

The low interest environment has continued to challenge the Credit Unions industry in Canada. Additionally,
sluggish GDP growth and record levels of household debt have had a negative effect on business conditions in
Canada. The low point for the industry was in 2016, as the Bank of Canada lowered the overnight rate in a bid to
stimulate the economy in the immediate aftermath of several commodity price collapses. However, conditions have
turned around since then. A banner year for the economy was 2017. Encouraged by the macroeconomic
developments, the Bank of Canada raised the overnight rate target several times in 2017 and 2018. Overall,
IBISWorld projects industry revenue to increase an annualized 2.4% over the five years to 2020, reaching $18.4
billion. This includes a decline of 5.9% in 2020 specifically, which is primarily attributable to a reduction of consumer
loans due to the COVID-19 (coronavirus) pandemic. In addition, loan payments on existing loans may now be
deferred and borrowers are expected to default at higher-than-normal rates.

This industry has consolidated significantly over the past decade. Tough external competition in the form of
commercial banks (IBISWorld report 52211CA) and economies of scale have pushed operators to merge to
compete with banks and other competitors. Consequently, the number of credit unions operating in Canada is
expected to decline an annualized 7.0% to 454 companies over the five years to 2020. IBISWorld expects this trend
to continue, as these systemic factors will likely continue to pose a threat to smaller operators.

Over the five years to 2025, industry revenue is expected to grow an annualized 2.4% to $20.7 billion as the industry
benefits from a recovery in the Canadian economy. While housing starts are anticipated to experience a slight
decline, rising new vehicle sales and consumer spending are expected to positively affect revenue. Furthermore, the
overnight rate in Canada is also expected to increase from a monthly average of 0.5% in 2020 to 1.1% in 2025.
However, estimates for the overnight rate can change amid economic changes. An increase in the net interest
margin is also expected to improve industry profit.
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Industry Performance

Key External
Drivers

External competition for the Credit Unions industry

Industry participants endure strong competition from other depository credit intermediaries. Competition is mainly
based on price, quality of service and the availability and range of products relative to those of other financial
institutions. Traditionally, credit unions benefit from the general perception that they are low-fee or no-fee
institutions. External competition is expected to remain intense in 2020.

 

Overnight rate

The overnight rate is the interest rate at which financial institutions can borrow and lend short-term funds to one
another. When the overnight rate increases, interest rates are pushed up, which means banks are able to lend
money at a higher cost to borrowers and generate more interest income. A higher overnight rate translates to more
revenue for credit unions by increasing their interest income. The overnight rate is expected to decrease in 2020,
posing a potential threat to the industry.

 

Housing starts

The number of housing starts serves as a proxy for the health of the real estate market. When the number of
housing starts declines, industry operators make fewer real estate loans, which results in less revenue. The number
of housing starts is expected to decline in 2020.

 

New vehicle sales

The number of new vehicle sales effectively measures the level of lending activity in the automobile market.
Automobile loans make up a large portion of credit unions' portfolios, so when new vehicle sales increase, industry
revenue follows. The number of new vehicle sales is expected to decrease in 2020.

 

Per capita disposable income

Per capita disposable income determines an individual's ability to purchase goods or services. Higher levels of per
capita disposable income mean that households can potentially deposit a higher absolute dollar value with credit
unions. As a result, credit unions can have more funds to potentially lend out, assuming they are willing and able to
find enough profitable lending opportunities. Per capita disposable income is expected to increase in 2020,
representing a potential opportunity for the industry.
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Current
Performance

Credit unions are not-for-profit financial cooperatives and while they are
similar to commercial banks in terms of the services they provide, there
are some key differences between credit unions and commercial banks.

A credit union's depositor, which is also a member of the credit union, technically owns the enterprise. Each
depositor gets one vote in electing the board. Any income generated is passed onto the members in the form of
lower interest rates on loans and higher savings rates on deposits. Conversely, a bank is a for-profit financial
enterprise. It is owned by its stockholders, whose voting rights are proportional to the amount of equity they hold in a
bank. Any profit a bank makes is transferred to stockholders in the form of dividends or is kept by the company as
retained earnings, which are then used by the bank for expansion and other purposes.

Another major difference between credit unions and banks is how major banking and tax regulations treat them.
Until recently, credit unions received preferential tax treatment, whereby they were charged a lower tax rate on
income more than the small business threshold. The Economic Action Plan 2013, however, aimed to phase out this
additional deduction. In 2012, restrictions on the size of credit unions in Canada were also removed to enable them
to expand and become federal credit unions.

LOW NET INTEREST MARGINS

Interest rates have remained at historically low levels over the past
decade.

The collapse in commodity prices during the first half of the five-year period motivated the Bank of Canada to lower
the overnight rate in 2016 to its lowest level since the financial collapse in 2009. The low interest rate environment
limited credit unions' ability to charge higher interest on loans, thereby inhibiting revenue growth in the Credit Unions
industry in Canada. However, economic growth accelerated in 2017. Positive macroeconomic developments led to
the overnight rate being raised several times in 2017 and 2018. However, the swift effect that the COVID-19
(coronavirus) pandemic had on the Canadian economy led the Bank of Canada to implement a series of interest
rate cuts early in 2020. This, coupled with the increased likelihood of loan losses as borrowers are now more likely
to default, has dampened prospects for the industry in 2020. Revenue is forecast to decline 5.9% in 2020 as
consumers are now more cautious with regard to big-ticket purchases such as automobile loans and credit card
loans. In addition, loan payments on existing loans may now be deferred and borrowers are expected to default at
higher-than-normal rates. Regardless, industry revenue is expected to increase at an annualized rate of 2.4% over
the five years to 2020, reaching nearly $18.4 billion as strong revenue growth in 2017 and 2018 more than offset the
decline.

Net interest margin trends have directly influenced the industry profit margin. According to Statistics Canada data
and IBISWorld analysis, the industry profit margin, measured as earnings before interest and taxes, is expected to
account for 5.8% of revenue in 2020, down from 10.3% in 2015. A major cause of declining profit has been the
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decrease in the Canadian interest rate over the five years to 2020. Interest rate cuts early in 2020 and higher loan
loss provisions should hamper industry profitability in 2020.

INDUSTRY TRENDS

Notably, the overnight rate fell to a relatively low level in 2016, coinciding
with a low profit margin of 5.9%.

While the rate went up afterward, to the benefit of industry profitability, in 2020, emergency rate cuts mean that the
profit margin is expected to be even lower than in 2016. Fluctuating margins and tough external competition have
induced significant consolidation in this industry, as there has been increased merger and acquisition (M&A) activity
in the industry during the five-year period. For example, in 2015, the Desjardins Group (Desjardins) acquired State
Farm Mutual Automobile Insurance Company's Canada mutual fund, loan and living benefits businesses in Canada,
strengthening its position as the largest credit union in the industry. While this acquisition was not industry specific, it
provided Desjardins with significant synergies alongside its business lines and would potentially improve industry-
specific revenue. More recently, two British Columbia-based credit unions, Prospera Credit Union and Westminster
Savings Credit Union, merged in January 2020. Overall, the number of industry enterprises is expected to decline an
annualized 7.0% to 454 operators over the five years to 2020.

Wages are also expected to decrease, falling at an annualized rate of 2.1% to $3.9 billion over the five years to 2020
as consolidation typically leads to cost-reduction measures in the form of less employees and lower total wages. In
2020, wages and employment are not expected to drop as drastically as anticipated, as employees need to be kept
to assist in the implementation of programs such as the Canada Emergency Business Account (CEBA). The CEBA
program assists small businesses during the coronavirus pandemic by providing interest-free loans of up to $40,000
for qualifying small businesses and not-for-profits to assist with operating costs due to temporarily decreased
revenue.

MORTGAGE POTENTIAL

Residential mortgages are an important source of revenue for credit
unions, yet they are far from being the largest stakeholder in the
residential mortgage market.

Credit unions have been losing ground to commercial banks in this market. Commercial banks have captured a
large portion of residential mortgage growth during the five-year period through direct lending and the
implementation of mortgage-backed securities and securitization. As a result, these commercial banks' residential
mortgage portfolios have grown at faster rates than have credit unions' portfolios.

Furthermore, credit unions have been unable to grow their market share in the consumer credit market. While low
loan loss ratios and greater stability have benefited credit unions, tough external competition has played a key role
in the industry's lack of meaningful growth in key markets.

In January 2018, the Office of the Superintendent of Financial Institutions (OSFI) passed new federal regulations to
rein in a housing market that was overheated. Credit unions are exempt from this requirement, however, as they are
not federally, but provincially regulated. As a result, they can potentially loan to prospective homebuyers that might
otherwise be rejected by banks. While industry leader Desjardins has indicated that it planned to voluntarily
implement the new stress tests, the industry still holds a comparative advantage over rival for-profit banks.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Overnight
rate
(%)

2011 17,522 7,145 3,207 862 63,297 N/A N/A 4,200 N/A 1.00
2012 16,135 6,237 3,049 777 61,143 N/A N/A 4,118 N/A 1.00
2013 15,845 6,099 2,992 722 62,071 N/A N/A 4,241 N/A 1.00
2014 15,836 5,833 2,972 694 61,063 N/A N/A 4,232 N/A 1.00
2015 16,284 6,236 2,914 654 61,021 N/A N/A 4,353 N/A 0.63
2016 15,848 5,524 2,848 597 61,928 N/A N/A 4,382 N/A 0.50
2017 17,520 8,499 2,787 567 59,594 N/A N/A 4,237 N/A 0.71
2018 19,806 9,351 2,694 521 57,149 N/A N/A 4,247 N/A 1.44
2019 19,530 8,047 2,390 478 54,652 N/A N/A 4,086 N/A 1.75
2020 18,377 5,224 2,297 454 52,470 N/A N/A 3,908 N/A 0.54
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Industry Outlook
Outlook The Credit Unions industry in Canada is expected to experience continued

growth as a result of an anticipated economic recovery.

However, it must be noted that the industry is starting off at a relatively low base level as a result of the COVID-19
(coronavirus) pandemic. Despite some uncertainty about the state of the Canadian housing market and record
levels of household debt, IBISWorld expects revenue for the Credit Unions industry in Canada to grow an
annualized 2.4% over the five years to 2025, reaching $20.7 billion. Established trends are expected to remain in
place over the next five years. Credit unions will remain member-owned institutions. Credit unions are likely to
continue to grow their asset base and operate nationally. This is expected to increase consolidation trends as larger
credit unions try to grow their national presence by acquiring smaller institutions.

DEMAND DYNAMICS AND RISKS

Credit unions generate revenue by loaning out member deposits and
collecting interest on these loans.

Industry operators tend to perform best when economic conditions are strong and consumers are confident enough
to make big-ticket purchases such as vehicles and houses. Over the five years to 2025, consumer spending is
expected to increase an annualized 3.1%, as the Canadian economy recovers from the coronavirus pandemic, of
which some will undoubtedly go toward the purchase of big-ticket items. Credit unions earn revenue by borrowing
short term from depositors and lending long term to others, earning the spread as revenue.

A large portion of loans are made in the residential mortgage segment. While global home prices declined drastically
over a decade ago, the Canadian housing sector fared relatively well. However, much uncertainty remains with
regard to the housing market, especially after the pandemic, as it may affect credit unions for the majority of the
outlook period. With many people now working remotely and moving out of high-cost urban areas for lower cost
suburbs and rural areas that offer more space and the continued ability to work remotely, credit unions may be well-
positioned. As credit unions are more prevalent in suburban and rural areas compared with banks, if housing
markets in these areas improve due to remote work becoming normalized and migration from higher cost living
urban areas continues, credit unions may be able to benefit from increased residential mortgages in these areas.
However, this is dependent on when the coronavirus pandemic ends and whether remote work becomes the new
normal for office-based employees. In addition, housing starts are expected to decline slightly over the next five
years, falling at an annualized rate of 0.2%, but the location of housing starts must also be taken into consideration.

The marginal decline in housing starts is a signal of potential weakness in the housing market. Construction
companies ease up on the construction of new homes when demand for new housing is low. This will likely be
motivated, at least partially, by the stringent mortgage regulations passed by the Office of the Superintendent of
Financial Institutions in 2018. The new mortgage restrictions placed on banks effectively make homes much more
expensive for prospective homebuyers, placing downward pressure on new housing demand. However, provincially
regulated credit unions are not subject to the stress test, making mortgage financing potentially less expensive if
financed through a credit union. Since nearly two-thirds of credit union loans come in the form of residential
mortgage loans, the industry may experience strong headwinds as a result, especially when combined with the
potential for increased migration to suburban and rural areas. However, there runs the risk that the Canada
Mortgage and Housing Corporation forces provincially regulated credit unions to conduct the federal stress test on
borrowers, which would negate the advantage of credit unions being able to offer more financing all else equal,
compared with banks.
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Credit unions also have significant exposure to automobile loans, which account for a meaningful percentage of the
loans that credit unions issue. New vehicle sales in Canada are expected to grow an annualized 5.4% over the five
years to 2025 from its relatively low level in 2020.

However, persistent external competition from banks continues to pose a potential threat to the industry. Rising
interest rates are expected to partially offset these threats, however, since credit unions are able to charge more
interest on loans and expand net interest margins and, as a result, profit margins. However, the overnight rate is not
expected to rise for the next few years until later in the outlook period as the Bank of Canada seeks to encourage
economic activity by keeping borrowing costs low.

INDUSTRY LANDSCAPE

Ongoing industry trends are expected to continue over the five years to
2025.

For instance, IBISWorld forecasts the number of credit unions to decline an annualized 4.3% to 364 enterprises over
the next five years. Despite the decline in institutions, wage expenditure is projected to slightly rise, buoyed by short-
term increase as the economy and industry recover from the coronavirus pandemic. However, consolidation and
subsequent reductions in overlapping roles due to consolidation mean that employment would fall once again when
the short-term boost ceases. Wages are expected to rise an annualized 0.1% over the five years to 2025, reaching
$3.9 billion.

Unfavourable federal tax policy may lead to evaporating tax breaks over the five years to 2025. Higher tax rates may
strain smaller credit unions as they try to survive in the market. Relatively high compliance costs related to anti-
money laundering laws also put strain on smaller credit unions as these credit unions are not able to spread out
compliance costs as well as larger financial institutions. Due to these new regulations and long-established industry
trends, credit unions may begin to resemble larger banks operating on a national level. Credit unions are expected
to seek to expand their membership base by loosening membership conditions, community outreach programs,
digitization and continuing to provide high levels of customer service, thereby facilitating asset growth. As a result of
credit unions growing larger, this is likely to offset the negative potential changes in tax policy.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Overnight

rate  (%)
2020 18,377 5,224 2,297 454 52,470 N/A N/A 3,908 N/A 0.54
2021 19,477 5,807 2,258 436 53,087 N/A N/A 3,991 N/A 0.25
2022 20,117 6,997 2,204 416 53,095 N/A N/A 4,018 N/A 0.25
2023 20,246 7,022 2,139 397 52,452 N/A N/A 3,984 N/A 0.25
2024 20,464 7,073 2,076 380 51,848 N/A N/A 3,956 N/A 0.63
2025 20,737 7,149 2,014 364 51,357 N/A N/A 3,937 N/A 1.13
2026 21,013 7,236 1,955 350 50,945 N/A N/A 3,922 N/A 1.38
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA growth is expected to be close to GDP growth over the 10 years to 2025

Industry consolidation is increasing

There is a moderate rate of technological change

The Credit Unions industry in Canada is in the mature stage of its life cycle, which is evident through its slightly
below-average contribution to the economy, increasing industry consolidation and moderate rate of technological
change. Over the 10 years to 2025, industry value added (IVA), which measures an industry's contribution to the
overall economy, is forecast to increase an annualized 1.4%. Meanwhile, Canadian GDP is expected to expand at
an annualized rate of 1.8% during the same period. IVA growth that is close to tracking GDP growth is indicative of a
mature industry.

Credit unions have invested considerable funds into technological development to improve their digital banking
capabilities and overall customer experience in response to increased competition for consumer deposits.
Technological development is primarily focused on the rapid formation of new mobile and internet banking platforms.
This technology has improved customer interaction and decreased labour costs, but has left products offerings
largely unchanged.

Rising competition has also caused consolidation among industry participants. Over the 10 years to 2025, the
number of credit unions is expected to decline an annualized 5.7% to 364 enterprises. Consolidation is expected to
continue over the next five years, as competition squeezes out the most poorly positioned operators. Larger credit
unions will likely try to acquire smaller credit unions to get exposure to new areas and inherit their membership base
as opposed to growing organically.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Religious Organizations in Canada

Civic, Social & Youth Organizations in Canada

2nd Tier

New Car Dealers in Canada

Homebuilders in Canada

Used Car Dealers in Canada

Key Selling Industries
1st Tier

Wired Telecommunications Carriers in Canada

Internet Service Providers in Canada

Consumer Electronics Stores in Canada

2nd Tier

Computer Manufacturing in Canada

Telecommunications Networking Equipment
Manufacturing in Canada

Computer & Packaged Software Wholesaling in Canada

Products & Services

  RESIDENTIAL MORTGAGES

Residential mortgages are expected to account for 62.6% of the Canadian
Credit Unions industry's total revenue in 2020.

Residential mortgages include mortgage product offerings for home purchases and refinancing options for existing
homeowners. Credit unions offer mortgages in the common formats of 15-year or 30-year instalments with fixed or
variable interest rates. While credit unions collect fees for the origination of a mortgage, the majority of revenue
comes from interest income and other servicing fees such as late fees.

COMMERCIAL AND AGRICULTURAL LOANS

Commercial and agricultural loans consist of loans, lines of credit to
businesses and commercial loans.

Many of these loans are issued to small businesses and are typically real estate secured loans. Businesses use
these loans to purchase and lease real estate and goods. Conversely, commercial loans are fixed-rate loans of
more than $6.5 million and tend to include loans for office, industrial, retail and multifamily residential properties,
among others. Furthermore, agricultural loans consist under 5.0% as credit unions are typically more prevalent in
rural areas, and in many cases, the only financial institutions in the community. In 2020, commercial and agricultural
loans are expected to account for 25.7% of industry revenue.

CONSUMER, CREDIT CARD AND OTHER PERSONAL LOANS

Consumer loans are expected to account for 11.7% of total revenue in
2020.

Credit unions issue consumer loans for education, automobile purchases and other personal expenditures. These
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loans are commonly backed with collateral such as homes or vehicles and often require the applicant to disclose
their income and other personal financial information for consideration.

Demand
Determinants

Demand for the Canadian Credit Unions industry depends on several
factors such as interest rates, which are based on the overnight rate, the
health of the housing market, overall economy and consumers' and
businesses' willingness to make large purchases.

Depending on how the economy is performing, the overnight rate fluctuates. For example, when the economy is
doing well, the overnight rate increases, which then causes interest rates on mortgages and automobile loans to
rise. Higher interest rates correlate to more interest income, resulting in increased industry revenue. Typically,
consumers must borrow funds from credit unions and other financial institutions to purchase homes and
automobiles. Therefore, when consumers are not making such purchases, credit unions' loan portfolios shrink and
collect less interest income from their members. Aside from factors related to economic performance, external
competition from commercial banks and other lending institutions heavily affects industry performance.

Over the five years to 2020, commercial banks have rapidly developed their internet and mobile banking platforms,
which have subsequently caused credit unions to follow suit in an effort to retain customers. Additionally, many
commercial banks have expanded their automated banking machine (ABM) networks and upgraded the ABM
technology to permit for more advanced functions. They are also legally able to span the entire country, which
enables them to increase their assets and take advantage of economies of scale. Federal government legislation in
2012, which gives credit unions the legal right to pursue interests outside of their native province, gives credit unions
the ability to expand nationally. This permits credit unions to better compete with banks.

Major Markets

  Operators in the Credit Unions industry in Canada and banks compete
with one another in their business operations.

  The two however, tend to occupy slightly different niches. Credit unions have carved out a slice of the market based
upon the principles of material deprivation and dependency. These principles encompass individuals that experience
difficulty in securing loans or credit lines from banks. Since banks are primarily motivated by the need to generate
and return value to their shareholders, some individuals or entities may have their loan requests denied. In being
not-for-profit entities however, credit unions provide funds to those whom banks would otherwise consider too risky.
The medium-income population tends to make up the largest demographic share of the market for credit unions.
The demographic shares that make up the markets for credit unions as a whole, however, tend to rely on the
characteristics of the regions that they operate in. Estimates based on an Ipsos Customer Service Index Survey
conducted in 2018 (latest data available) provide a detailed breakdown of credit union membership demographics.

RURAL

Rural credit union members, represented by communities with under
10,000 inhabitants, are expected to account for 22.1% of industry revenue
in 2020.

Furthermore, a large majority of rural area operations can be attributed to medium-income consumers with small
proportions being attributed to each low- and high-income consumers. Historically, credit unions were formed for
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inhabitants of rural areas that were overlooked by banks.

SMALL TO MIDSIZE COMMUNITIES

Credit union members from communities that have between 10,000 and
99,999 inhabitants are expected to account for 15.2% of industry revenue
in 2020.

The breakdown of proportions of medium income versus low or high income is similar to that of rural customers.

LARGE COMMUNITIES

Large communities are expected to account for 32.3% of industry revenue
in 2020.

These areas include non-rural areas with a population size between 100,000 and 999,000 inhabitants. While
medium-income consumers comprise of more than half of large community credit union members, low-income
consumers represent about one-quarter of total members. High-income consumers represent a small proportion as
banks tend to have to compete for this demographic in larger communities.

URBAN

Credit union members in urban areas with populations of over one million
people comprise 30.4% of revenue in 2020.

About half of credit union members are medium-income consumers, while both low-income consumers and high-
income consumers account for a significant number of members. This can be attributed to the Desjardins Group's
historical significance in Quebec and its major cities, and Vancouver City Savings Credit Union having a strong
presence in Vancouver. There also exists a significant contrast between bank and credit union customers as bank
customers in urban areas comprised of 46.8% of total bank customers in 2018 (latest data available).

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

There are no imports or exports in the Credit Unions industry in Canada.
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Business
Locations

  The location of establishments in the Credit Unions industry in Canada is largely dependent on population trends, with the highest
percentage of establishments located in Quebec and Ontario at 25.3% and 25.1%, respectively, in 2020. Quebec has a
significantly higher proportion of business locations due to the historic ties of the Desjardins Group being founded there in 1900,
as a significant amount of the population was not able to take out loans or was offered loans at relatively high rates. In addition,
these credit unions originally started out in parish municipalities in rural Quebec and eventually spread to other parts of Canada.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Credit Unions industry in Canada is made up of mostly small companies serving local areas. However, market
share concentration within this industry is moderate, as the top four institutions are expected to account for 53.0% of
industry revenue in 2020. This is driven primarily by the industry's largest player, the Desjardins Group (Desjardins),
which is expected to account for 39.7% of industry revenue in 2020. Due to Desjardins' influence on the industry, its
operations affect the industry as a whole. Over the five years to 2020, the number of industry enterprises is
projected to decline an annualized 7.0% to 454 companies. Increased competition has made it extremely difficult for
smaller credit unions to compete.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Superior financial management and debt management:
Credit unions need good interest rate, credit and operational risk management processes. These institutions must
maintain a rigorous and conservative risk management approach.

Ability to raise revenue from additional sources:
Credit unions need to be able to cope with slower lending growth by increasing noninterest income. Credit unions
may need to make an aggressive push on nontraditional products by providing other financial services.

Economies of scale:
Reducing unit costs is a key driver of profitability. Pressures for standardization, ease of use and cost efficiency are
increasing.

Accessibility to consumers/users:
Successful credit unions must be able to draw members from competing industries. Offering membership to family
members of individuals that comply with the common bond requirements is one way of widening the membership
base.

Ability to establish remote work arrangements for employees:
Credit unions transitioned to remote work arrangements at the peak of the COVID-19 pandemic. While credit unions
have now reopened, some staff are still expected to remain at home for the foreseeable future to mitigate the spread
of coronavirus.
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Cost Structure
Benchmarks

  Profit

Since credit unions compete in the same arena as banking institutions,
profit is influenced by the same economic factors. Profit, measured as
earnings before interest and taxes, is expected to account for 5.8% of
revenue in 2020, down from 10.3% in 2015. A major cause of declining
profit has been the decrease in the Canadian interest rate over the five
years to 2020. The swift effect that the COVID-19 (coronavirus)
pandemic had on the Canadian economy led to the Bank of Canada to
implement a series of interest rate cuts early in 2020. In addition, higher
loan loss provisions should hamper industry profitability in 2020 as the
likelihood of borrower defaults is expected to rise.

 

  Wages

Wages are expected to account for 21.3% of industry revenue in 2020.
This is lower than in 2015 when wages accounted for 26.7% of industry
revenue. During this period, revenue grew as wages declined, resulting
in a decline in this cost segment's share of revenue. The wage decline
was due to increased consolidation, which leads to companies
generally laying off employees whose functions are similar. In addition,
the coronavirus pandemic has also led to layoffs, further putting
downward pressure on wages. Wages will likely continue to account for
a declining portion of industry revenue as credit unions increase
revenue through mobile banking while consolidating.
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  Purchases

This industry does not produce a physical product, but instead,
operators provide services such as banking and loan servicing. As a
result, purchases are limited to basic office supplies and computers
among other things, causing purchases to account for a small portion of
revenue. In 2020, IBISWorld estimates that purchases will account for
3.9% of revenue.

 

  Marketing

Credit unions advertise to promote themselves to potential consumers
and have increasingly shifted toward digital advertising, which
represents an estimated 7.1% of industry revenue in 2020.

 

  Depreciation

As an industry that requires very few capital assets to conduct
business, depreciation expenses only account for a small portion of
industry revenue. In 2020, depreciation expenses are expected to
account for 1.3% of industry revenue.

 

  Rent

While many credit unions are improving their online banking platforms
and automated banking machines (ABMs), physical locations of
operation are still needed. Since business is conducted with customers
in their physical locations, well-maintained appearances are necessary.
This is an expense that is expected to increase as a share of revenue
in the coming years, as credit unions are seeking to attract younger
demographics. Due to this need for a physical location, IBISWorld
estimates that rent will account for 3.9% of revenue in 2020.
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  Utilities

In 2020, utility expenses, such as heat and electricity, are anticipated to
account for 0.4% of industry revenue.

 

  Other Costs

In 2020, other expenses are expected to account for 56.3% of industry
revenue. This segment includes provisions for credit losses, product
development costs, interest expenses, technology software
development costs and other miscellaneous costs. Provisions for credit
losses is expected to rise substantially in 2020 as the expectation of
increased defaults on loans due to the coronavirus pandemic has risen.
Miscellaneous expenses include third-party fees, general and
administrative costs associated with processing services and
professional services costs, such as attorney and accountant fees.
Interest expenses are determined by the amount, type and maturity of
liabilities, market interest rate conditions and competition in lending
markets. For credit unions, the most significant item contributing to
interest expense is the interest charged on domestic deposits. Credit
unions rely heavily on member deposits as a means of funding, for
which they have to pay interest to depositors. While low interest rates
strain profit margins, they also limit the amount of revenue that must be
paid out to depositors.

 

Basis of
Competition

Competition in this industry is    High and the trend is Steady

  INTERNAL COMPETITION

In regard to internal competition, operators in the Credit Unions industry
in Canada typically compete with one another over their offering of
financial services, price, quality of customer service and location.

Larger operators are able to take advantage of economies of scale and typically provide better rates for their
members. Historically, credit unions in Canada have operated in rural communities, as an alternative to banks, and
were constrained to the province they were formed in as they were provincially regulated. However, in 2012, credit
unions were able to become federal credit unions that would be regulated on a national scale, thus enabling them to
enter new markets and grow their asset base. Regardless, credit unions are heavily involved in their communities as
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they typically give back to the community in the form of donations. As a result, in many rural areas, credit unions
have strong brand reputations, which insulates internal competition as these operators usually keep to their local
area.

EXTERNAL COMPETITION

There also exists substantial external competition.

Competition is based on price, product offering and quality of service. Credit unions compete with other depository
and non-depository credit intermediaries in both lending and deposits. Therefore, competition is largely based on the
spread between interest charged on loans and interest paid on deposits. Some credit unions however, similar to
most depository credit intermediaries, charge additional fees for services. In general, credit unions benefit from the
common bond among members and a perception that they are low-fee or no-fee institutions.

The most important competitive element for credit unions is the level of customer service compared with most
commercial banks and large savings institutions. Despite this, bank accessibility through brick-and-mortar branches,
automated banking machines (ABMs) and internet-based account access are also important factors that determine
the quality of service. Furthermore, banks have made a conscious effort to focus on improving mobile banking to
reduce costs and target the millennial demographic. As a result, they have closed low activity bank branches, many
of which are located in rural areas where credit unions are located. As a result, credit unions are increasingly
growing their profiles through more ABMs, increased technology expenditure and cooperative agreements, which
has bolstered the industry and enable companies to compete more efficiently against other operators in the banking
sector. Additionally, legislation passed in 2012 permits credit unions to expand nationally, which drives growth in
assets and deposits. Consequently, credit unions will achieve better economies of scale and compete more
effectively with commercial banks on fees and interest spreads.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady

  The Credit Unions industry in Canada has moderate
barriers to entry for new participants. An organization
must receive prior approval from the government in the
province where it plans on operating. For example, credit
unions planning to operate in British Columbia must
receive approval from the Financial Institutions
Commission (FICOM). FICOM is responsible for
administering the Credit Union Deposit Insurance
Corporation, which protects credit union members against
the loss of deposits. Additionally, the Federal Office of the
Superintendent of Financial Institutions oversees credit
unions. An organization also requires a significant amount
of capital to launch a network of branches and automated
banking machines, in addition to it needing reliable
channels to gain funding to make personal and
commercial loans.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  Operators in the Credit Unions industry in Canada primarily serve local communities and are not engaged in
international trade. While the Desjardins Group operates in the United States, nearly all of its activity occurs in
Canada. There is no other institution that has significant activities internationally. As a result, industry globalization is
low.
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Major Companies

Major Players Desjardins Group

Market Share: 39.7%

Brand Names Desjardins, State Farm Canada

  Headquartered in Quebec, the Desjardins Group (Desjardins) is the largest association of credit unions in Canada,
with its establishments located primarily in Quebec, Ontario, Manitoba and New Brunswick. Desjardins operates 238
credit unions, or caisses populaires and has over 7.0 million members. Furthermore, the company had an estimated
47,849 employees in 2019. Services related to the industry include taking deposits and offering loans. In addition to
credit union services, Desjardins also offers insurance services, real estate services, venture capital funds and
brokerage services. As of June 30, 2020 (latest data available), Desjardins had $349.9 billion in assets.

Desjardins has strong brand reputation due to its historical significance as the first caisse in Canada in 1900 in
Quebec. Furthermore, many of the first caisses operated in rural communities. This trend still exists today as
Desjardins is the only financial institution in 201 towns and villages across Canada. The company has continued to
seek growth opportunities both internally and through acquisitions. On January 2, 2015, Desjardins acquired State
Farm Mutual Automobile Insurance Company's Canada mutual fund, loan and living benefits businesses.
Furthermore, on February 16, 2017, Desjardins announced an agreement to sell Western Financial Group Inc. and
Western Life Insurance to Trimont Financial Ltd. While this falls outside the scope of the industry, by expanding the
services it provides, Desjardins can potentially grow its membership.

The company has some unique initiatives to expand its membership with younger demographics. Desjardins has
created Desjardins 360d centres, which are modern financial services centres located on six university campuses
across Quebec to cater specifically to university students and campus workers. Furthermore, the company
implemented mobile banks, which are coach buses outfitted to be mobile banking centres. This was done in an
effort to reach communities that do not have a Desjardins branch.

Financial performance

Over the five years to 2020, IBISWorld expects Desjardins' industry-relevant revenue to increase an annualized
3.9% to $7.3 billion as the company has outpaced industry growth. Moreover, Desjardins' insurance business has



Credit Unions in Canada December 2020

27 IBISWorld.com

expanded even more rapidly than the institution's credit union business. The company's operating income,
measured as earnings before interest and taxes, is also expected to increase, rising an annualized 6.3% to $1.9
billion during the same period, although is likely to experience a sharp decline in 2020 as provisions for credit losses
are expected to be much higher over the current year as a result of the economic downturn stemming from the
COVID-19 (coronavirus) pandemic.

 
Desjardins Group (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 6,017.0 N/C 1,425.0 N/C
2016 5,974.0 -0.7 1,444.0 1.3
2017 5,891.0 -1.4 1,471.0 1.9
2018 6,381.0 8.3 1,690.0 14.9
2019 7,420.0 16.3 2,466.0 45.9
2020 7,300.2 -1.6 1,935.2 -21.5

Source: Annual Report and IBISWorld
Note: *Estimates

Vancouver City Savings Credit Union

Market Share: 5.1%

  Founded in 1946 and headquartered in Vancouver, the Vancouver City Savings Credit Union, known commonly as
Vancity, is a financial cooperative that serves over 543,500 members across 60 branches in British Columbia while
employing 2,675 people. Vancity has a strict list of rules, written with input from its members, employees and
community representatives, which forms the foundation for all of the institution's lending practices. Most notably, the
rules encourage lending within local communities to families and small businesses. Vancity provides communities
with several financial services, including retail and business banking, mortgage lending, foreign exchange services,
life insurance services, Visa credit card services, real estate development services and investment advisory
services. As of December 31, 2019, the company had $28.2 billion in assets.

Vancity made substantial investments in regard to technology and how it can improve the overall customer
experience. In 2017, Vancity introduced a loan application system to enable qualified members to receive short-term
loans that can be processed in one hour. This has become a more affordable and viable alternative to payday loans
for Vancity's members. In 2018, the company introduced Apple Pay and started online retail membership to make it
easier to become a member. The government of Canada also partnered with Vancity this past year through the
Affordable Housing Innovation Fund to provide new affordable rental housing. As per the 2019 annual report, in
2020, one of Vancity's key objectives is to increase membership to 553,406, which would more opportunities to
increase revenue with a higher membership base, however this target has likely been adjusted downward. Lastly,
the company is a member of the Global Alliance Banking on Values, a group made up of 63 banks globally that put
a priority on investing money for positive social and environmental initiatives.

Financial performance

Over the five years to 2020, IBISWorld expects Vancity's industry-relevant revenue to increase an annualized 4.9%
to $931.2 million. However, operating income is expected to decrease an annualized 7.3% to $62.7 million during
the same period as provisions for credit losses is expected to be much higher in 2020 as a result of the economic
downturn stemming from the COVID-19 pandemic. Vancity has also experienced an improvement in its capital
adequacy ratio between 2015 and 2019. Capital adequacy measure an institution's financial strength by using its
capital and assets and can be a proxy for how much Vancity can loan out.
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Vancouver City Savings Credit Union (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 734.4 N/C 91.6 N/C
2016 741.5 1.0 95.9 4.7
2017 775.1 4.5 146.6 52.9
2018 865.9 11.7 116.5 -20.5
2019 931.0 7.5 93.5 -19.7
2020 931.2 0.0 62.7 -32.9

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies The Credit Unions industry in Canada remains relatively fragmented, but continues to become more concentrated.
Most credit unions aim to serve local areas and therefore employ a small staff. According to IBISWorld estimates,
the average industry establishment employs 23 workers. Furthermore, people must meet prerequisites to join a
credit union, which leads to further industry fragmentation.

Coast Capital Savings Federal Credit Union

  Market Share: 4.3%
  Headquartered in Surrey, BC, Coast Capital Savings Federal Credit Union (Coast Capital) is British Columbia's

largest credit union, serving an estimated 593,548 members in 2019. Coast Capital also became the first credit
union to receive approval to become a federal credit union in 2018. Coast Capital has $20.2 billion in assets. In
addition to its credit union services, which include depository and lending functions, Coast Capital also operates
seven subsidiaries, which are Coast Capital Wealth Management Ltd. for wealth management services; Coast
Capital Financial Management Ltd. for insurance products; Coast Capital Real Estate Holdings Ltd.; Coast Capital
Holdings Ltd.; and Coast Capital Equipment Finance Ltd.; Travelers Finance Ltd; and Travelers Leasing Ltd. for
equipment financing. Between 2018 and 2019, Coast Capital grew deposits from $16.4 billion to $16.6 billion while
its loan balance grew from $16.2 billion to $17.1 billion (latest data available). In 2020, the company's industry-
relevant revenue is projected to amount to $798.0 million.

Servus Credit Union Ltd.

  Market Share: 3.9%
  Founded in 1938 and headquartered in Edmonton, AB, Servus Credit Union Ltd. (Servus) is the largest credit union

in Alberta with $16.3 billion in assets and nearly 2,200 employees. Servus has over 100 locations across 59
communities and serves nearly 385,000 members. The company has grown via mergers and acquisitions over the
five years to 2020. For example, in 2018, Servus acquired Inglewood Credit Union and Canada Safeway Limited
Employees Savings & Credit Union Limited. This acquisition solidified Servus' position as one of the largest credit
unions in Canada. In fiscal 2020-21 (year-end October), IBISWorld estimates that the company's industry-relevant
revenue will reach $718.9 million. Being that Servus has high exposure to the Albertan economy, extremely low oil
prices and potential negative global developments related to oil prices and production, may lead to increase
unemployment in Alberta moving forward after the pandemic, which would negatively affect credit unions based in
Alberta over the five years to 2025.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Credit Unions industry in Canada operates with a low
level of capital intensity. IBISWorld estimates that for every
$1.00 spent on labour, the industry will allocate $0.06 to
capital in 2020. The industry relies heavily on human
capital to provide products and services to its customer
base. Employees in this industry range from employees
that work in brick-and-mortar branches servicing
customers, to loan officers that issue lines of credit to
households and organizations. Over the five years to 2020,
capital intensity has increased slightly, as wages' share of
revenue has fallen. Required capital for the industry
continues to include technology such as computers,
automated banking machines and online banking
platforms. Software and other forms of technology
however, are constantly evolving and becoming outdated.
As a result, they must be maintained and updated
periodically.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

High Innovation
Concentration

Likely A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

Medium Ease of Entry Potential A qualitative measure of barriers to entry.
Fewer barriers to entry increases the
likelihood that new entrants can disrupt
incumbents by putting new technologies to
use.

Low Rate of Entry Unlikely Annualized growth in the number of
enterprises in the industry, ranked against all
other industries. A greater intensity of
companies entering an industry increases the
pool of potential disruptors.

High Market
Concentration

Likely A ranked measure of the largest core market
for the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  The rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

Industry operators are exposed to a low rate of new entrants and a moderate level of entry barriers. This combination of
factors creates an environment where entry trends are not a key threat of disruption.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

The Credit Unions industry in Canada has experienced moderate disruption
from technology.

Commercial retail banks have improved their mobile bank offerings to enable customers more convenience and this is
particularly evident in emerging affluent demographics. Furthermore, fintech start-ups have recently emerged and offer
services to consumers that could be potentially similar to those that credit unions offer, thus acting as a substitute service.
Credit unions have reacted by improving their mobile and online capabilities to improve customer satisfaction. In the future,
technology is expected to continue to disrupt the industry, and credit unions are anticipated to continue their investments
into fintech to remain successful.

The level of technology change is    Medium

  The Credit Unions industry in Canada has a moderate level of technological
change.

Over the five years to 2020, competition has increased substantially, forcing industry participants to focus on launching
innovative products and services to attract customers. The development of mobile and internet banking platforms has been
the primary goal of credit unions, as more consumers are choosing to use their phones to monitor account balances, make
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deposits and transfer funds between accounts. Additionally, internet banking has emerged as the most convenient way for
members to manage their finances and is quickly becoming a place where credit unions are consolidating all of their
consumer services such as wealth management and retirement services. Over the five years to 2025, IBISWorld forecasts
mobile banking to become the primary platform for most credit union customers, resulting in most credit unions' research
and development funds being invested into this technology.

Revenue
Volatility

The level of volatility is    Medium

  The Credit Unions industry in Canada exhibits moderate revenue volatility.

Revenue fluctuates depending on interest rates, the health of the housing market, the overall economy and consumers'
willingness to make large purchases. Credit unions make a substantial amount of their revenue through lending to people
that need financing for large purchases. Funds are extended at specified interest rates determined by the market. As more
people need financing, revenue increases for credit unions. While the Canadian economy grew between 2015 and 2019 as
consumer confidence improved and resulted in Canadians being more willing to make big purchases, the COVID-19
(coronavirus) pandemic has shaken consumer confidence and revenue for the industry is expected to decline in 2020,
contributing to industry revenue volatility.

Regulation &
Policy

The level of regulation is    Medium and the trend is Increasing

Since credit unions are financial institutions, regulation in the Credit Unions
industry in Canada tends to be moderate.

For most of their existence, credit unions were regulated individually at the provincial level. In an attempt to make financial
services industries more competitive, in 2012, the government passed legislation to permit credit unions to operate on a
national level. Despite the increasingly regulated environment, credit unions are still addressing the challenges of moving
from provincial to federal jurisdiction.

In January 2018, the federal regulations passed by the Office of the Superintendent of Financial Institutions (OSFI) came
into effect to rein in a housing market that was overheated. Building on mortgage regulations that were passed on January
2017, banks are prohibited from approving uninsured mortgages that do not pass a more stringent qualifying rate,
colloquially known as a stress test. Most mortgages with over 20.0% down are uninsured, and so large swaths of
prospective homebuyers are affected by this regulation. Importantly, credit unions are regulated at the provincial level and
are thus exempt from this regulatory requirement. This provides an advantage to credit unions as they can provide lower
financing.

FINANCIAL CRIME

Credit unions also are obligated to fulfill requirements of the Proceeds of
Crime (Money Laundering) and Terrorist Financing Act (PCMLTFA).
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A variety of financial institutions are governed by this act, such as Canadian banks, foreign banks in Canada, credit unions
and trust companies. Companies are expected to have robust compliance programs that enable thorough verification of the
identity of clients, reporting of suspicious transactions and extensive record keeping. Failure for credit unions to fulfill these
requirements are strict and may affect a credit union's ability to operate on an ongoing basis.

DEPOSIT INSURANCE

Similar to banks, credit unions protect their customer's money through
deposit insurance.

Each province has its own type of insurance but with different parameters. Examples include British Columbia, which has
the Credit Union Deposit Insurance Corporation, and the corporation fully guarantees all money on deposit. Additionally, the
Deposit Insurance Corporation of Ontario insures deposits for nonregistered accounts up to $250,000 and registered
accounts with no limit.

PROVINCIAL REGULATION

There is a slew of different regulations pertaining to each province, such as
the Financial Institutions Acts in British Columbia.

This act ensures that each credit union is audited by a group of independent auditors and also subjects credit unions to
inspection by the Superintendent of Financial Institutions. In Ontario, credit unions are regulated by two government bodies,
the provincial Ministry of Finance and the Financial Services Commission of Ontario.

Industry
Assistance

The level of industry assistance is    Low and the trend is Steady

The Credit Unions industry in Canada has a low level of industry assistance.

Unlike the United States, credit unions in Canada are taxed, but benefit from some favourable government regulations on a
provincial level. In 2012, the federal government put in place a framework that permitted provincial credit unions to continue
as federal credit unions, thus enabling credit unions to expand nationally, greatly improving their ability to compete with
commercial banks. The industry also benefits from the support of trade associations, most notably Canadian Credit Union
Association, formerly known as the Credit Union Central of Canada.

Canadian Credit Union Association (CCUA)

Canadian Credit Union Association (CCUA) is the national trade association representing credit unions in Canada. The
CCUA was incorporated in 1953 and provides a forum for members of credit unions to exchange ideas and voice their
opinions on issues relevant to credit unions. The CCUA operates on a national level. In addition to providing a forum for the
exchange of ideas, the CCUA conducts and sponsors research on the Credit Unions industry, while also releasing
publications with data compiled by the CCUA. The general public has access to the website and a limited number of
publications, while members receive unrestricted access to publications.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Overnight

rate (%)
2011 17,522 7,145 3,207 862 63,297 N/A N/A 4,200 N/A 1.00
2012 16,135 6,237 3,049 777 61,143 N/A N/A 4,118 N/A 1.00
2013 15,845 6,099 2,992 722 62,071 N/A N/A 4,241 N/A 1.00
2014 15,836 5,833 2,972 694 61,063 N/A N/A 4,232 N/A 1.00
2015 16,284 6,236 2,914 654 61,021 N/A N/A 4,353 N/A 0.63
2016 15,848 5,524 2,848 597 61,928 N/A N/A 4,382 N/A 0.50
2017 17,520 8,499 2,787 567 59,594 N/A N/A 4,237 N/A 0.71
2018 19,806 9,351 2,694 521 57,149 N/A N/A 4,247 N/A 1.44
2019 19,530 8,047 2,390 478 54,652 N/A N/A 4,086 N/A 1.75
2020 18,377 5,224 2,297 454 52,470 N/A N/A 3,908 N/A 0.54
2021 19,477 5,807 2,258 436 53,087 N/A N/A 3,991 N/A 0.25
2022 20,117 6,997 2,204 416 53,095 N/A N/A 4,018 N/A 0.25
2023 20,246 7,022 2,139 397 52,452 N/A N/A 3,984 N/A 0.25
2024 20,464 7,073 2,076 380 51,848 N/A N/A 3,956 N/A 0.63
2025 20,737 7,149 2,014 364 51,357 N/A N/A 3,937 N/A 1.13

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Overnight

rate (%)
2011 -0.34 1.58 -5.46 -7.71 -10.1 N/A N/A -7.74 N/A 65.5
2012 -7.92 -12.7 -4.93 -9.87 -3.41 N/A N/A -1.97 N/A 0.00
2013 -1.80 -2.23 -1.87 -7.08 1.51 N/A N/A 2.99 N/A 0.00
2014 -0.06 -4.36 -0.67 -3.88 -1.63 N/A N/A -0.22 N/A 0.00
2015 2.82 6.91 -1.96 -5.77 -0.07 N/A N/A 2.86 N/A -37.5
2016 -2.68 -11.4 -2.27 -8.72 1.48 N/A N/A 0.65 N/A -20.0
2017 10.6 53.8 -2.15 -5.03 -3.77 N/A N/A -3.32 N/A 41.7
2018 13.0 10.0 -3.34 -8.12 -4.11 N/A N/A 0.23 N/A 103
2019 -1.40 -14.0 -11.3 -8.26 -4.37 N/A N/A -3.78 N/A 21.7
2020 -5.91 -35.1 -3.90 -5.03 -4.00 N/A N/A -4.38 N/A -69.1
2021 5.98 11.2 -1.70 -3.97 1.17 N/A N/A 2.13 N/A -53.9
2022 3.28 20.5 -2.40 -4.59 0.01 N/A N/A 0.66 N/A 0.00
2023 0.64 0.35 -2.95 -4.57 -1.22 N/A N/A -0.85 N/A 0.00
2024 1.07 0.72 -2.95 -4.29 -1.16 N/A N/A -0.71 N/A 152
2025 1.33 1.07 -2.99 -4.22 -0.95 N/A N/A -0.50 N/A 79.5

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2011 40.8 N/A N/A 277 24.0 19.7 66,359
2012 38.7 N/A N/A 264 25.5 20.1 67,345
2013 38.5 N/A N/A 255 26.8 20.7 68,327
2014 36.8 N/A N/A 259 26.7 20.5 69,307
2015 38.3 N/A N/A 267 26.7 20.9 71,343
2016 34.9 N/A N/A 256 27.7 21.7 70,760
2017 48.5 N/A N/A 294 24.2 21.4 71,096
2018 47.2 N/A N/A 347 21.4 21.2 74,309
2019 41.2 N/A N/A 357 20.9 22.9 74,771
2020 28.4 N/A N/A 350 21.3 22.8 74,473
2021 29.8 N/A N/A 367 20.5 23.5 75,182
2022 34.8 N/A N/A 379 20.0 24.1 75,674
2023 34.7 N/A N/A 386 19.7 24.5 75,957
2024 34.6 N/A N/A 395 19.3 25.0 76,300
2025 34.5 N/A N/A 404 19.0 25.5 76,652

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Statistics Canada
http://www.statcan.gc.ca

Credit Union Report
http://www.canadiancreditunion.ca

Canadian Credit Union Association
http://www.ccua.com

Bank of Canada
http://www.bankofcanada.ca

Industry Jargon CAISSES POPULAIRES
A member-owned financial institution similar to a credit union.

COMMON BOND
The social connection among the members of credit unions and cooperative banks.

DELEVERAGE
Reducing debt levels.

DEPENDENCY
Populations that structurally need a greater deal of social or economic support. Some examples are seniors,
children and those that are no longer in the workforce.

MATERIAL DEPRIVATION
Issues of economic inequality. Some examples are those that are below the low-income cutoff, receive government
payments, are unemployed and single-parent families.

MORTGAGE
A loan financing the purchase of real estate with specified payment periods and a fixed or variable interest rate.

PROVISION FOR CREDIT LOSSES
An amount set aside as an allowance for bad debts, which are debts where the customer defaults or where the
terms of the loan need to be renegotiated.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.
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ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.



IBISWorld helps you find the industry
information you need – fast.

With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
info@ibisworld.com to learn more.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
with regard to the completeness or accuracy of the data or information contained herein, and it accepts no
responsibility and disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage
whatsoever suffered or incurred by any other person resulting from the use of, or reliance upon, the data or
information contained herein. Copyright in this publication is owned by IBISWorld Inc. The publication is sold on
the basis that the purchaser agrees not to copy the material contained within it for other than the purchasers own
purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
or opinions prepared for any other person – it is agreed that it will be sourced to: IBISWorld Inc.

Copyright 2020 IBISWorld Inc.


	 
	 
	Contents

	COVID-19 (Coronavirus) Impact Update
	About IBISWorld


	About This Industry
	Industry Definition
	Major Players
	Main Activities
	The primary activities of this industry are:
	The major products and services in this industry are:

	Supply Chain
	SIMILAR INDUSTRIES
	RELATED INTERNATIONAL INDUSTRIES


	Industry at a Glance
	Executive Summary

	Industry Performance
	Key External Drivers
	External competition for the Credit Unions industry
	Overnight rate
	Housing starts
	New vehicle sales
	Per capita disposable income

	Current Performance

	Industry Outlook
	Outlook
	Industry Life Cycle

	Products & Markets
	Supply Chain
	Products & Services
	Demand Determinants
	Major Markets
	Business Locations

	Competitive Landscape
	Market Share Concentration
	Key Success Factors
	Cost Structure Benchmarks
	Basis of Competition
	Barriers to Entry
	Industry Globalization

	Major Companies
	Major Players
	Desjardins Group
	Market Share: 39.7%
	Vancouver City Savings Credit Union
	Market Share: 5.1%

	Other Companies
	Coast Capital Savings Federal Credit Union
	Servus Credit Union Ltd.


	Operating Conditions
	Capital Intensity
	Technology & Systems
	Revenue Volatility
	Regulation & Policy
	Industry Assistance

	Key Statistics
	Industry Data
	Annual Change
	Key Ratios

	Additional Resources
	Additional Resources
	Industry Jargon
	Glossary


