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* Statistics Canada’s Distributions of Household Economic Accounts (DHEA) contains a treasure chest of interest-
ing facts and figures on the financial position of households. One trend that stood out for several quarters now
is the steady decline in average mortgage balances of young families, even as mortgage debt has continued
to rise for all other age groups (Chart 1).

* Since the peak in Q3 2022, average mortgage balances among households where the primary earner is under
35 years of age have fallen by $15.5k. Compared to Q1 2023, the reduction stands at $11k. Over the same period,
mortgage balances increased by $18k for households aged 55-64 and by $4k for those aged 65 and older.

* Thedrop among younger borrowers appears to be at least Chart 1: Young Households' Average Mortgage
partly explained by a decline in young people entering the  gqjances on a Declining Trend
housing market or opting for less expensive homes due
to affordability challenges. Household formation in this 170
age group has surged, growing at 2.5 times faster than 160
other age groups in the last two years - yet many of these 150
new households remain renters. According to Statistics 140
Canada’ 2024 Canadian Social Survey more than half of '3°
young people reporting being very concerned about their 120
ability to afford housing'. Home ownership remains elusive 122
for younger generations with 35% of young adults renting, %
compared to 23% of older aged group.
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* Another possible explanation is downsizing: young
homeowners may be trading high-priced homes for
more affordable ones in response to higher borrowing
costs. But the data doesn’t support this idea. Since Q3 Chart 2: Mortgage Balances Fell for Young
2022, the total value of real estate assets has actually Households Even as Property Values Rose
increased, while the total value of mortgages has de- Balances for Households Aged Under 35, Index, Q3 2022=100
clined (Chart 2). If downsizing were widespread, we'd ™
expect asset values to fall in tandem with mortgage
balances.

Source: Statistics Canada (Table 36-10-0660-01), TD Economics.
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* Instead, this gap may be explained by another phe- 108

nomenon: the growing share of younger households 1gg
owning their homes outright. According to the Sur-

vey of Financial Security (SFS), last conducted in 9
2023 - at the start of our analysis - 8% of households

90
owned their property free and clear. That is the high-  sep22 Mar 23 Sep 23 Mar 24 Sep 24 Mar 25
est share on record (Chart 3). This trend may have
persisted in subsequent quarters. Source: Statistics Canada (Table 36-10-0660), TD Economics.
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Chart 3: More Young Homeowners Own Their
Homes Outright
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Source: Statistics Canada (Survey of Financial Security), TD Economics.

Finally, another explanation for why average mort-
gage balances falling is prepayment. It’s very likely
that some of the youngest households may be pri-
oritizing reducing debt obligations in the face of
the rise in the cost of borrowing since 2022. This
raises another question: how are younger home-
owners managing to fund prepayments. Employ-
ee compensation and financial asset growth for
young families has been modest compared to
other age groups (Chart 4). This points to another
potential source: financial support from older rela-
tives.

Indeed, as younger families reduced debt, older
age groups - especially those nearing or in the
retirement - took on more. Yet there is no sign
of increased ownership of investment properties
or spike in renovation activity that would typi-
cally justify an increased leverage among these
groups. That raises the possibility that some of

Chart 4: Modest Growth in Wages and Assets Can't Explain
the Extent of Young Families' Debt Repayments
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Source: Statistics Canada (Tables 36-10-0660, 36-10-0663), TD Economics.
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this debt is being used to help adult children with
homeownership.

Other research on intergenerational support backs
up this view. A 2021 study by Statistics Canada
found that 17.3% of residential properties owned by
individuals born in the 1990s were co-owned with
their parents?. Similarly, a recent Bank of Canada
study highlights the growing role of parental sup-
port: over 20% of first-time homebuyers (FTHBS)
received gifted down payments, with younger
FTHBs more likely to receive this assistance than
their older peers®. These gifts - whether drawn
from financial assets or sourced through borrow-
ing - lower children’s loan-to-value ratios, helping
them qualify for mortgages and purchase homes
that would otherwise be out of reach. If what we
see in the DHEA is capturing the effects of parents
borrowing to support their children, it suggests
that intergenerational wealth transfer increas-
ingly occurs not just through asset gifts, but also
through the debt channel.

This pattern isn’'t spread evenly across income lev-
els. Among the lowest-income young households,
the debt-to-income (DTI) ratio - a key measure of
financial vulnerability - has surged from 244% be-
fore the pandemic to 446% in Q1 2025, signaling
rising financial strain. In contrast, this ratio im-
proved across all other income cohorts during the
same period (Chart 5). This reinforces concerns that
housing-centric wealth transfer could deepen inter-
generation inequality, as homeownership becomes
increasingly dependent on family support, leaving
lower-income young families further behind.

Chart 5: Rising Leverage Among Lower-Income Young
Families Signals Increased Financial Vulnerability
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*Debt-to-Income Source: Statistics Canada (Table: 36-10-0664-01), TD Economics.
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poses. The views and opinions expressed may change at any time based on market or other conditions and may not come to pass. This material is not intended
to be relied upon as investment advice or recommendations, does not constitute a solicitation to buy or sell securities and should not be considered specific legal,
investment or tax advice. The report does not provide material information about the business and affairs of TD Bank Group and the members of TD Economics
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