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‘Whatever happened to that
‘New Year's resolution to pay off
your debt?

If you're inclined to believe
statistics, it's no wonder many
make huge promises to start a
‘year often ends in failure.

According to a February
report from credit-monitoring
firm TransUnion, consumer
debt shot up 6% in 2012 over
2011. The average debt load for
Ontarians hit $27,485, the high-
estit’s ever been.

But is the situation dire as
those numbers make it seem?
Not everyone thinks so.

Tan Lee, director of Ottawa's
Sprott School of Business, said
people should consider every
aspect of debt rather than look-
ing at it as one big - and scary
- number.

Consider the approximately
$1.6 trillion owed in total by
Canadians, a number which

— includes Jong-term mortgage
debt. Of that number, $1 tril-
lion is mortgage debt and the
rematnder is made up of per-
sonal loans, credit card debts,
and car loans, among others.

‘When consumers go into
debt, it's often not about finan-
cial irresponsibility, said Lee.

“Ordinary consumers under-
stand how much they owe and
own,” he said. “So what they’re
doing is they’re basically bor-
Towing against their assets to
subsidize their consumption.”

Not all debt is dangerous,
said Lee. Canada has impres-
sively low delinquency rates
‘when it comes to making pay-
ments. The rate of serious delin-
quency for non-mortgage debt
was at 1.9 % in 2012, a record.

Lee doesn’t dispute rising
debt numbers, but disagrees
that a significant portion of the
population is floundering

Of Canadians who are carry-
ing some amount of debt, Lee
and others have estimated the
number of “at risk” people is
somewhere around 10 %.

“These are people who just
bought their house in the last
five years, which means they’re
just starting out;” he said.

‘Then they run up their credit
cards buying furniture for that
new home, Even those with sig-
nificant consumer debt aren’t
necessarily in danger if they
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Marc Lamontagne is a financial planner. He says a lot of people who get into debt trouble are simply fiving beyond their means.
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have built up some equity in
their home,

“Half of those home owners
have no mortgage, so by defini-
tion they can’t be at risk,” said
Lee.

Lee defined the largest “at
risk” groups as young peo-
ple living in Montreal, Toronto
or Calgary - some of the most
expensive cities in the country.

But Ottawa residents end up
in debt too, and many of themn
find their way to a financial
advisor like Marc Lamontagne,
who said his debt-ridden cli-
ents typically fit into two broad
categories: those who lost a job
and had no cash to fall back on
and those simply living beyond
their means. The latter is the
most common, he added.

“They have a sort of picture
of the lifestyle they want and
they’re buying stuff they really
can’t afford”

It's rarely a single debt that
brings pecple to Lamontagne's
office; typically they owe cash
spread across a variety of loans
and credit cards.

In most cases, it's a matter of
paying better attention to what's
going in and out of your bank
account. That's where someone
like Lamontagne comes in.

“It’s just failure to track,” he
said. “People are either good
budgeters or they're not budg-
eters. They really don't moni-
tor (their expenses) so what I
do is T get them to monitor their
spending”

In the end, Lee said the
increasing debt load in Canada
are concerning, but the num-
bers become skewed when
averaging it out across the
entire country.

“We're in much better shape
‘than people realize,” he said. “T
think people are over-general-
izing when they're saying Cana-
dians are at risk. That's simply
not true. There are some Cana-
dians at risk”

“Am I concerned? Yes. Am I
panicking? Absolutely not”



