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Credit Highlights

Overview
Key strengths Key risks 

Status as an agent Crown corporation and ownership 
by the Government of Canada.

Changes in policy could result in a material weakening 
of the government’s support for the bank’s role in 
developing business enterprises. 

The debt the company has issued in its own name is a 
direct obligation of the government's consolidated 
revenue fund.

A downgrade of Canada would lead to a downgrade of 
BDC under our government-related entities (GRE) 
criteria.

Almost certain likelihood of Business Development 
Canada (BDC) receiving timely, extraordinary 
government support in a period of financial distress.

The long-term issuer credit, senior unsecured debt, and short-term ratings on Business Development Bank of Canada (BDC) are 
'AAA', 'AAA', and 'A-1+', respectively. The ratings reflect our assessment of BDC’s critical role in supporting Canadian 
entrepreneurship by providing financial and management services to small and medium-size enterprises (SMEs) and its integral link 
with the federal government. We do not believe the almost certain likelihood of extraordinary support from the federal government is 
subject to transition risk given BDC’s strategic public policy role and close relationship with the government.

Outlook

The stable outlook on BDC mirrors that on Canada, and reflects S&P Global Ratings' expectation that, over the next two years, the 
bank will continue to play a central role in the government's economic policy and the link between the government and BDC will 
remain integral.
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Downside scenario

Changes in policy that could result in a material weakening of the government's support for the bank's role could lead us to reassess 
our view of BDC's role and link. This, in turn, could lead us to detach the ratings on the bank from those on the government and assign 
a stand-alone credit profile (SACP) to BDC. A downgrade on Canada would also lead to a downgrade on the bank under our GRE 
criteria. 

Rationale
BDC plays a significant role as a shock absorber for Canadian SMEs across all sectors through economic cycles. Most recently, the 
bank was a tool to support businesses during the COVID-19 pandemic, which reinforced our view of its critical role in supporting 
Canadian entrepreneurship. The bank created programs  to support and sustain businesses directly and indirectly affected by the 
pandemic. For example, under the Business Credit Availability Program, a total of C$1.1 billion was lent in partnership with the 
federal government and private sector financial institutions to close to 800 companies from the launch of the program in 2020 until 
Dec. 31, 2021, when it ended. In the Highly Affected Sectors Credit Availability Program (HASCAP), BDC collaborated with over 50 
financial institutions to support businesses in sectors hardest hit by the pandemic. The bank provided a 100% guarantee to financial 
institutions to extend loans of up to C$1 million to eligible businesses in tourism, accommodation, food service, arts and culture, and 
the airline industry. A total of C$3.6 billion was deployed to close to 16,000 companies under HASCAP from its launch in February 
2021 until March 31, 2022, when the program ended. 

BDC, established in 1974 as the Federal Business Development Bank, has operated under its current name since 1995. The bank was 
created to promote and assist in the establishment and development of business enterprises in Canada, particularly those that are 
small and midsize. To accomplish this goal, it provides debt and equity financing and consulting services to SMEs, complementing 
the lending available from commercial financial institutions. Canadian commercial banks generally limit their long-term loan 
exposure to small enterprises, which are considered high risk. Therefore, BDC fills the gap by lending at longer maturities to smaller, 
less-established borrowers. The embedded credit risk of its loan portfolio is therefore higher than that of Canadian commercial 
banks. We view BDC as a GRE because we believe it benefits from the government’s willingness to provide extraordinary support in 
situations of financial distress. Following our GRE criteria, we view the likelihood of the bank receiving timely extraordinary 
government support as almost certain. We base this on our assessment of BDC's critical role in supporting Canadian SMEs and 
entrepreneurs, and their importance to the national economy. The likelihood also reflects our assessment of the integral link between 
the government and the bank, as seen in the government's appointment of the board of directors and establishment of BDC's 
strategic direction, and direct call on the government for its borrowings. The federal government’s recent capital injection of C$7.5 
billion is an example of such extraordinary support, in our view. 

Based on the Business Development Bank of Canada Act, the Canada Financial Administration Act, and other relevant laws, we 
believe BDC's borrowings outstanding benefit from timely, irrevocable, and unconditional government support similar to a guarantee, 
but stronger. 

We have not assigned an SACP to BDC because of our assessment of the almost certain likelihood of extraordinary government 
support. We believe the bank's operations are strategically important to the government and that the government's support is not 
subject to transition risk. Accordingly, we have equalized our ratings on BDC with those on its parent entity, Canada. BDC's 
operations are in line to support the goals set by the Government of Canada with regard to SMEs. 

Liquidity
At fiscal year-end 2022, BDC held cash and equivalents totaling about C$906 million, up from the previous fiscal year’s C$800 million. 
These holdings decreased to just over C$865 million as of June 30, 2022. The bank maintains a level of liquid investments equivalent 
to net outflow of the next five working days at a minimum. About 73% of total borrowings are short-term debt, as of June 30, 2022. 
BDC receives all its borrowings directly from the government, which is also ultimately responsible for all the bank’s borrowings, past 
and present. 
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Related Criteria

• General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10, 2021
• General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017
• General Criteria: Rating Government-Related Entities: Methodology And Assumptions, March 25, 2015
• General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Related Research

• Canada 'AAA/A-1+' Ratings Affirmed; Outlook Is Stable, April 28, 2022
• S&P Global Ratings Definitions, Nov. 10, 2021

Ratings Detail (as of November 09, 2022)*

Business Development Bank of Canada

Issuer Credit Rating AAA/Stable/A-1+

Issuer Credit Ratings History

11-Mar-2003 AAA/Stable/A-1+

Sovereign Rating

Canada AAA/Stable/A-1+

Related Entities

Canada

Issuer Credit Rating AAA/Stable/A-1+

Transfer & Convertibility Assessment AAA

Commercial Paper

Foreign Currency A-1+

Senior Unsecured AAA

Short-Term Debt A-1+

Canada Mortgage and Housing Corp.

Issuer Credit Rating AAA/Stable/A-1+

Export Development Canada

Issuer Credit Rating AAA/Stable/A-1+

Commercial Paper A-1+

Senior Unsecured AAA

Farm Credit Canada

Issuer Credit Rating AAA/Stable/A-1+

Commercial Paper

Local Currency A-1+

Halifax Port Authority

Issuer Credit Rating A+/Positive/--
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Ratings Detail (as of November 09, 2022)*

Vancouver Fraser Port Authority

Issuer Credit Rating AA/Stable/--

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings credit ratings on the global scale are 
comparable across countries. S&P Global Ratings credit ratings on a national scale are relative to obligors or obligations within that 
specific country. Issue and debt ratings could include debt guaranteed by another entity, and rated debt that an entity guarantees.
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STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors.
S&P reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be
distributed through other means, including via S&P publications and third-party redistributors. Additional information about our ratings
fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their
respective activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P
has established policies and procedures to maintain the confidentiality of certain non-public information received in connection with each
analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for
certain regulatory purposes, S&P reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole
discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal or suspension of an acknowledgment as
well as any liability for any damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are
expressed and not statements of fact. S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not
recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not address the suitability of any
security. S&P assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on
and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While
S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due
diligence or independent verification of any information it receives. Rating-related publications may be published for a variety of reasons
that are not necessarily dependent on action by rating committees, including, but not limited to, the publication of a periodic update on a
credit rating and related analyses.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any
part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or
retrieval system, without the prior written permission of Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The
Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers,
shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results
obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is”
basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT
THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE
CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such
damages.
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