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Summary
Business Development Bank of Canada (BDC), which has a mandate to promote the
development of small and medium-sized Canadian businesses, is rated Aaa for long-term
senior unsecured obligations and Prime-1 for commercial paper, reflecting its status as an
Agent of Her Majesty in right of Canada. BDC's obligations constitute direct obligations
of Canada and BDC's ratings therefore mirror those of the Government of Canada. As a
Crown corporation with Agent status, BDC can bind the Crown by its actions, with the Crown
ultimately fully liable for those actions undertaken by BDC within its mandate.

Credit strengths

» Full faith and credit of the Government of Canada

Credit challenges

» Same as those of the Government of Canada

Outlook

» Consistent with Canada's outlook, the outlook on BDC ratings is stable.

Factors that could lead to an upgrade

» As we assign our highest rating to BDC, an upgrade is not possible.

Factors that could lead to a downgrade

» The key driver of a downgrade for BDC's ratings would be any negative rating actions with
respect to the Government of Canada. BDC's rating would also likely be lowered should
it ever lose its status as an Agent. However, even in this scenario, the benefits of Agent
status would remain fully applicable to all debt entered into by BDC until the date of such
revocation.

https://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1121177
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Profile
BDC has a mandate to promote the development of entrepreneurship in Canada with a focus on small and medium-sized Canadian
enterprises through lending, investing and advisory services, which it provides on a commercial basis. BDC was established as a Crown
corporation by an Act of Parliament in 1974 and reports to Parliament through the Minister of Innovation, Science and Economic
Development (ISED). At 31 December 2017, BDC had a gross loan portfolio of CAD23.9 billion.

BDC is funded primarily through its share capital and retained earnings, capital markets debt and direct borrowing from the federal
government under the Crown Borrowing Program (CBP). Since April 2008, all debt funding has been obtained under the CBP. At 31
December 2017, approximately 99% of BDC's debt was owed to the Government of Canada.

BDC's debt to equity of 3.2:1 at 31 December 2017 was well within the maximum 12:1 limit set out in the Business Development Bank
of Canada Act. As of 23 March 2017, minimum capital adequacy ratios required by the Treasury Board of Canada were replaced by a
new Capital and Dividend Policy Framework for Financial Crown Corporations being implemented by the Minister of Finance along with
the Treasury Board. BDC’s capital management framework is now based on the Internal Capital Adequacy Assessment Process (ICAAP)
derived from OSFI E-19 ICAAP guidelines aligned with the new Capital and Dividend Policy Framework. Under the new framework, BDC
monitors its internal capital ratio (available capital as a percentage of economic capital required) and an operating range to mitigate
the impact of unplanned capital volatility. BDC's actual available capital at fiscal year-end 2017 (31 March 2017) was CAD5.7 billion.
BDC reached its target internal capital ratio of 134% as at 31 December 2017.

Canada
Canada's economic resiliency is demonstrated by very high per capita income levels, the large scale of the economy, and its diversity.
Natural resource industries, a competitive manufacturing sector, and a well-developed financial market all support the country's
resiliency. Although Canada is a major energy producer, it is not as reliant on the hydrocarbon sector as most other large oil producers
both in terms of the sector’s contribution to the economy, its share of exports, or as a source of federal government revenues.

As an advanced industrial country with comparatively low debt ratios at the federal level, Canada's rating is unlikely to move down in
the near future, as the stable rating outlook suggests. Over the long term, should the political consensus on maintaining sound public
finances erode and debt ratios rise again to elevated levels, the government's rating could come under pressure. Despite some pressures
on government spending related to health care, in particular, such a scenario seems unlikely at this time. Pressure on public finances
from pension expenditures is lower in Canada than in some other Aaa rated countries.

Detailed credit considerations
The Aaa/Prime-1 ratings of Business Development Bank of Canada's obligations reflect the application of Moody's rating methodology
for government-related issuers (GRIs). Since BDC's status as an Agent makes its obligations direct obligations of the Government
of Canada, we do not assign an independent baseline credit assessment but instead use a credit substitution approach where BDC's
ratings are tied to those of Canada.

Ratings

Exhibit 1
Category Moody's Rating
BUSINESS DEVELOPMENT BANK OF CANADA

Outlook Stable
Senior Unsecured -Dom Curr Aaa
Bkd Commercial Paper P-1

Source: Moody's Investors Service

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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