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THE START OF AUTO INDUSTY TRANSFORMATION 

IN CANADA

In 10 years when we look back at the Canada’s Auto 

Industry, we will realize that 2021 was a pivotal 

year. As the pandemic entered its second year, 

automakers and dealers were forced to rethink the 

entire process of selling, compounded by expected 

lower demand and limited in person interactions 

with the consumers. As lockdowns and restrictions 

begun to ease, demand for consumer goods 

and vehicles swiftly recovered, meanwhile auto 

manufactures were unable to respond appropriately, 

due to a global shortage of microchips. Dealers’ new 

vehicle inventory were quickly purchased and would-

be new vehicle customers either shifted to a near-

new used vehicle or ordered their new vehicle with 

an expected delivery date 4 months into the future. 

Historically, cars and trucks have been depreciating 

assets, however, 2021 changed that. Used vehicles 

began to show consistent weekly value increases 

by the end of the first quarter. Several factors drove 

prices to record heights through 2021 and into 

2022, including:

• Limited availability of new vehicles and record 

low incentives due to ongoing supply chain 

issues

• Increased exports of Canadian used vehicles to 

the USA.

• Limited availability of newer used vehicles that 

typically would come from de-fleeting by rental 

companies

• High demand from consumers for both new and 

used vehicles due to a strong post-recession 

recovery

 

AUTO ASSET BACKED SECURITIES (ABS) STRENTH 

CONTINUES 

ABS Performance Supported by Low Vehicle 

Supply With Some Normalization Expected in 2022

Fitch’s auto loan and lease ABS asset performance 

Outlooks for 2022 are Neutral, which reflects 

the expectation of performance to moderately 

normalize towards pre-pandemic levels after 

experiencing significant improvement through 

the pandemic as a result of various pandemic 

relief measures such as large government income 

assistance programs, loan/lease payment deferrals 
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and extensions as well as improved household 

finances and significantly stronger used vehicle 

values. While Canadian households have benefited 

from the aforementioned support, these measures 

have since ended, while consumer spending has 

increased leading to a decrease in household 

savings from pandemic peaks as restrictions 

have eased. In addition, household debt has since 

returned to high levels, mainly driven by mortgage 

activity as housing prices spiked over the last two 

years and buyers sought larger living spaces. With 

pandemic related government income assistance 

programs having expired, some higher indebted 

and lower income households may experience 

difficulties in meeting their financial obligations 

due to the pressure from the higher costs of living 

and impacts from higher interest rates.  However, 

despite these risks, Canadians are better positioned 

given the strong labor market conditions which 

include higher wages and high job vacancies 

along with cash accumulated and overall higher 

household net wealth, which is expected to offset 

some of this pressure.

The Canadian economy has proven to be resilient 

after the initial pandemic shocks, with GDP and 

unemployment strengthening beyond the pre-

pandemic levels in recent months. Recently, 

geopolitical shocks have increased demand for 

Canada’s exports and the Bank of Canada (BoC) 

has raised interest rates more aggressively than 

expected.  Fitch expects the higher demand for 

exports to positively impact the Canadian economy, 

with growth forecast of 3.8% for 2022.  For 2023, 

Fitch forecasts economic growth at 2.2% with the 

expectation that BoC’s tighter monetary stance will 

weigh on consumption at a time when we expect 

most excess household savings will exhausted. 

The strength of used vehicle values along with the 

impact from the pandemic related support provided 

to Canadians was observed in the performance of 

the Auto ABS transactions rated by Fitch, in which 

there have been no downgrades or Negative Rating 

Outlook revisions through the pandemic and instead 

the regular cadence of upgrades to subordinate 

notes. Overall, Asset performance for the Canadian 

transactions, similar to US transactions, has been 

stronger than originally expected as result of these 

relief measures, in addition to the impact from 

borrowers opting to pay down non-mortgage related 

debt between 1Q20 and 1Q21, the shift in spending 

activity leading to a large savings cushion, as well 

as the historic strength in vehicle values following 

the initial shock in April 2020 which have supported 

higher loan recoveries and higher RV realizations. 

The unemployment rate remains a driving factor 

for future auto loan ABS performance trends as it 

could strongly affect both consumer confidence 

and income levels, impacting borrowers’ ability to 

service their debt. Fitch expects subprime auto loan 

and lease performance will be more susceptible 

to economic performance volatility, however the 

Canadian transactions Fitch rates have limited 

exposure to subprime borrowers and primarily 

consist of prime borrowers. Fitch’s forecasted 2022 

unemployment rate is a modest 5.3%, up from the 

current record low rate of 4.9% in July 2022, though 

still below the pre-pandemic level of 5.7% in February 
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2020. In summary, we believe that loss frequency 

may increase modestly across auto ABS this year 

but given the favorable dynamics around demand 

for and supply of used vehicles, any incremental 

increases in defaults will be tempered. 

Fitch’s Rating Outlooks for loan and lease for 

2022 are Positive, given the stable to improved 

performance, Fitch’s conservative establishment of 

transaction base case loss proxies, and the build 

in credit enhancement (CE) as the transactions 

amortize, which support rating upgrades for 

subordinate classes in 2022. Loss frequency may 

increase modestly in 2022 due to the risks noted 

above, though severity is expected to remain below 

pre-pandemic levels as a result of the continued 

strength in wholesale vehicle prices, as per 

Canadian Black Book.

AUTO DEPRECIATION TURNS TO APPRECIATION 

IN 2021 

Historically, once you drive a new car or truck off 

the dealerships lot, its value drops, however that 

all changed in 2021. As a direct results of the New 

vehicle supply shortage, Canadian used vehicles 

were in hot demand not only in Canada but also in 

the USA, which led to vehicles showing consistent 

weekly increase in value. In fact, it was common for 

consumers trading in their vehicle to have equity 

in their used vehicle, opposed to prior years, when 

consumers mostly had negative equity in their 

trade-in. There are several factors that drove the 

prices to these record heights: limited availability of 

new vehicles , increased exports to USA, increased 

demand for used vehicles. 

As production restrains continued to impact 

new vehicle supply, dealer ability to acquire used 

inventory became more difficult. The traditional 

means of acquiring used vehicles from rental/fleet 

companies, lease returns, and trade-ins, slowed 

as consumers became more aware of their equity 

position, and begun shopping their used vehicles. 

Additionally, any vehicle making it to the auction 

lanes were met with a flurry of bidding activity by 

known exporters.

 

As the weeks progress, and realization that the 

microchip shortage would have long-term affects 

on the Canadian automotive industry. The whole 

industry had to adapt, auto manufactures shifted 

production to focus solely on in demand and 

profitable vehicle segments and dealers switched 

from selling inventory to selling pre-ordered 

vehicles, which would be delivered sometime in the 

future. Vehicle demand surged as vehicle values 

started to sky-rocket allowing customers to make 

a profit or at the very least, get out of a less than 

desirable loan or lease.. 

As vaccines began to roll out across Canada, 

Canadians desire for travel returned, however due 

to majority of having travel restrictions, instead 

of boarding an international flights, Canadian 

rediscover road trips.  As a result of all these factors, 

and increased demand for used vehicles the market 

reported record-level appreciation of 18.9%.

Canadian Black Book expect 2021 to have been the 
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peak for used vehicle prices. With supply of new 

vehicles anticipated to be high in 2022 (but still 

below current demand) the projection for 2022, 

is that vehicle prices will soften and seasonal 

depreciation of ~6.1% is anticipated. However, 

uncertainties remain around the impact that the war 

in Ukraine will continue to have on the supply chain, 

fuel prices, and consumer confidence. 

PRIME AUTO ABS ASSET PERFORMANCE 

OUTLOOK: NEUTRAL | RATING OUTLOOK: POSITIVE 

The strength in Canadian auto loan ABS asset 

performance continued through 2021, with late 

stage delinquencies, those over 60 days past due, 

and losses falling below pre-pandemic levels. The 

strong performance is reflective of the support 

provided to Canadians through the  pandemic, 

improved net wealth, higher vehicle utility as well 

as the overall wholesale market strength resulting 

in higher recoveries. Delinquencies and losses will 

remain a key focus as performance is expected 

to see modest normalization, though expected to 

remain below pre-pandemic levels in the near-term.

Fitch’s Canadian prime annualized net loss (ANL) 

index remains near record lows for the index 

which dates back to January 2017, at 0.14% as of 

the June 2022 distribution date, down from 0.24% 

a year earlier and remains below the historical 

index average of 0.22%. Similarly, Fitch’s Canadian 

prime recovery index remains elevated related to 

pre-pandemic levels, at 56.90% as of June 2022, 

slightly down from 59.91% a year prior, though still 

stronger compared to the historical average for the 

index of 50.28% dating back to the February 2017 

distribution date. The stronger wholesale market 

values over the past two years is a result of new 

vehicle production issues through the pandemic 

which include temporary plant closures and the 

ongoing shortage of semiconductor microchips, 

leading to a lack of new and used vehicle supply 

at a time when demand for vehicles is strong. 

While wholesale market values may soften, as per 

the Canadian Black Book’s forecast for 2022, the 

elevated wholesale values are expected to continue 

to support the recoveries for auto loan transactions 

in the near-term due to the ongoing parts shortage 

impacting production levels, which Fitch expects to 

continue at least through 2022.

In terms of the collateral compositions of Canadian 

prime auto loan ABS pools, this has largely 

shifted in line with the industry, with consumers 

preferences increasing towards larger vehicles 

and concentrations increasing for extended term 

loans greater than 60 months, including up to 

84 months. Extended term loans typically result 

in higher losses in ABS pools due to the slower 

amortization compared to shorter terms and the 

recovery proceeds post-asset disposition which 

may cover less than the outstanding loan balance. 

However, lenders often extend the longest terms to 

only the highest credit quality borrowers, mitigating 

some of the risk of higher losses relative to shorter 

term loans.
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AUTO LEASE ABS 

Asset Performance Outlook: Neutral | Rating 

Outlook: Positive 

Similar to the Auto Loan ABS, the performance for 

Auto Lease ABS has been stronger than expected 

through the pandemic due to the previously 

mentioned relief measures and strong recovery in 

wholesale market following the weakness at the 

start of the pandemic. Fitch’s Canadian RV index 

continued to reach new highs in 2021 before slightly 

softening through to the June 2022 distribution date, 

mostly aligning with the trend seen in CBB’s Used 

Vehicle Retention Index. As of June 2022, Fitch’s RV 

ABS index reported a gain of 33.60%, compared to 

38.95% a year earlier, continued to be supported by 

the limited new and used vehicle supply and strong 

demand. The index reached a peak RV gain of 

46.90% as of the November 2021 distribution date, 

up considerably from the pre-pandemic average 

RV gain for the index at 18.80%, dating back to the 

March 2015 distribution date. While used vehicle 

prices in Canada experienced a sharp decrease in 

April 2020 per CBB’s Used Vehicle Retention Index, 

Fitch’s index did not see the same magnitude in 

the change in RV performance (RV gain of 22.67%, 

down from 23.57% the prior month) likely due to a 

sharp decrease in vehicles returned that month for 

the index, which were down 66% since March 2020. 

Fitch’s index saw $485.92 million in returned 

vehicles in 2021, up from $446.50 million in 2020 

and $467.60 in 2019. The lower returns in 2020 

were partly due to lessees opting to extend their 

leases through pandemic relief programs offered by 

dealers and by lessees choosing to purchase their 

vehicles at the end of the lease term due to the higher 

vehicle utility and shortage of new vehicles. While 

repossession activity may slightly increase should 

lessees default given the economic headwinds 
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facing Canadian households, the additional supply 

is not likely to make a meaningful impact on used 

vehicle values given the continued supply demand 

imbalance. 

Looking forward, Fitch expects the strength in used 

vehicle prices to continue to support RVs, due to 

pent up demand as well the expectation for the 

semiconductor shortage to continue to impact new 

vehicle production in 2022. The stronger RVs are 

expected to support Asset and Ratings performance 

in 2022 which remained stable through 2020 and 

2021. The outlook for Asset Performance is Neutral, 

while the Ratings Outlook is Positive for 2022 due 

to strength in used vehicle values, build in CE levels, 

de-levering structures as well as Fitch’s conservative 

establishment of securitized residuals.
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BLACK BOOK USED VEHICLE RETENTION INDEX

The purpose of Canadian Black Book’s Wholesale 

Used Vehicle Retention Index is to provide an 

accurate and unbiased view of the strength of 

used vehicle wholesale market values. The Index is 

calculated using Black Book’s published Wholesale 

Average value of 2- to 6-year old used vehicles as a 

percentage of original typically-equipped MSRP. The 

Index is adjusted for seasonality. Canadian Black 

Book’s Wholesale Average is a benchmark value for 

used vehicles selling in Canada. wholesale auctions 

with the vehicle quality in average condition.

First, driven by elevated post-recession demand 

in 2020 and a severe shortage of new inventory in 

the second half of 2021, the Retention Index rose 

by 57.7% compared to the lowest point during the 

pandemic. We do not expect the Index to return to 

this pre-pandemic level until 2026. 
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DEPRECIATION TRENDS IN 2021: RECO

RD-SETTING APPRECIATION ACROSS ALL 

SEGMENTS

11 of 12 months in 2021, saw the Canadian Black 

Book Retention index hit an historic high. The market 

had rapid increases in wholesale values for the 

majority of the year. After reaching record heights at 

the end of June, prices in July fell ever-so slightly. 

In August, used vehicle prices sky-rocketed as more 

and more auto manufactures announced production 

issues relating to the Microchip shortage. 

Overall vehicle values appreciated by 18.9% through 

2021, some segments became breakout stars. 

Compact Van, Full-Size Van, Small Pickup, Compact 

Crossover/SUV, Mid-Size Car and Minivan all 

appreciated more than 25% throughout the year. 

SOURCE: CANADIAN BLACK BOOK ANALYTICS

Note: Depreciation is measured using Black Book Wholesale Average value of used vehicle at the 

beginning of the year and tracking that value throughout the year for a vehicle with normal usage, it is 

volume weighted on 2-to-6-year-old vehicles.
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RESIDUAL FORECASTS PROJECTED TO REMAIN 

ABOVE PRE-COVID-19 LEVELS UNTIL 2026

Between 2020-2022, The Canadian New Vehicle 

Market lost about 1 million vehicle sales due the 

pandemic and microchip shortage. Additionally, 

due to the severe shortage of New & Used 

Vehicles in the USA, an increase in the number of 

vehicles exported from Canada to USA increased 

significantly in 2021. With New Vehicle supply 

not expected to return to normal until 2nd half 

of 2023, at the earliest. Forecasted Values of 

4-year-old vehicles are anticipated to remain 

above pre-pandemic levels, as the new vehicle 

supply shortage, switches to a used vehicle supply 

shortage in 2024-2026.

Note that the historical data was updated due to changes in weighting.
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ELECTRIFICATION: WHAT IT MEANS FOR VEHICLE 

VALUE RETENTION

Electric Vehicles (EVs) are beginning to transform the 

automotive market, much in the way that smartphones 

revolutionized the way we communicate. There are 

numerous domestic startup companies preparing 

to enter the market while manufacturers from other 

countries are looking to bring their popular models to 

the US, and legacy companies are pulling out all the 

stops to successfully transition from traditional ICE 

vehicles to EVs. At the same time, companies and 

agencies are planning for increased infrastructure 

needs and both federal and state governments 

are adding incentives for light duty passenger and 

commercial vehicles. Technology advancement 

research emerges frequently around different types 

of EV batteries, especially as necessary resources 

become scarcer. The second life of used EV batteries 

has become an important topic of conversation when 

thinking about corporate social responsibility and 

creating sustainable supply chains; manufacturers 

are diligently working towards collaborations 

with environmental agencies and energy storage 

companies to find the right fit. EVs affect all facets 

of the automotive market – from manufacturers, 

transportation, dealerships, auctions, and ultimately 

consumers.

Included with this EV disruption is something 

dealerships refer to as absorption - can we as a 

dealership pay all our overhead and fixed costs even 

if we don’t sell a single vehicle this month? Usually, 

this is achieved through the dealer’s ability to create 

parts and service revenue. The typical ICE vehicle 

has a myriad of service intervals and replacement 

parts expectations throughout its usable life, but 

EVs have the potential to completely disrupt the 

entire cycle. This potential is attributed to the fact 

that EVs, in general, have very few moving parts. For 

example, EVs obviously don’t have engines, which 

also means they have no need for air intake systems, 

radiators, or exhaust systems, they don’t have 

transmissions because EVs are powered by motors 

that are directly connected to the wheels, meaning 

they also don’t have differentials or drive shafts, 

not to mention all the other pieces that contribute 

to these major components, like engine oil, coolant, 

belts, tensioners, pumps, etc. which all happen to be 

items that are regularly replaced multiple times over 

throughout the vehicle’s life. Having virtually none of 

these high use, regularly replaced parts, dealerships 

that plan on going completely electric will need to 

create a new plan for if / when EV sales increase. 

With a significant reduction of parts needed to 

operate an EV, the question of value retention for 

an EV versus an ICE vehicle is becoming more 

prevalent. Is it reasonable to expect that with less 

moving parts, an EV should last longer than an ICE 

vehicle? The answer is not so straight forward. Due 

to the uncertainty consumers have with EVs and the 

need for a mass switch to ZEVs by 2030, according 

to the Paris Climate Accords, the Fed has required 

that all EVs come standard with at least an eight-year 

battery warranty. Batteries currently on the market 

have an expectation to degrade about 1.6% a year, 

depending on the types of chargers used and how 

the specific battery was maintained throughout its 
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life (allowing a battery to fall below zero percent 

can have negative long-term effects on lifespan 

and use of level 3 fast chargers can also increase 

the degradation expectations). This means that 

by the time an EV is out of warranty, it should still 

have about 87% battery retention. While many OEMs 

differ in their approach on how to serve their EV 

customers, some have made claims that anything 

below 70% battery capacity is unacceptable for use 

in a vehicle application and therefore the battery 

should be replaced. So, with the current expectations 

of EVs, it can be assumed that the battery can last 

roughly 18 years before it falls below 70%. According 

to the Bureau of Transportation, the average age of 

vehicles on the road in 2020 was just under 12 years, 

a statistic that has increased from roughly 10 years in 

2009. While this statistic includes vehicles of all fuel 

types, it’s safe to assume the overwhelming majority 

consists of ICE vehicles. Put all of this information 

together and you’ll see that there is not a significant 

difference in the expected life span between gas and 

electric vehicles. At this point, the value retention for 

EVs is similar to ICE vehicles in terms of a dollar value, 

but as a percentage of typical-equipped MSRP, the 

percentage retention of an EV is still less than an ICE 

due to the high new vehicle MSRP of EVs. The price 

of a new electric vehicle to a comparable gasoline 

vehicle is still much higher and as some OEMs are 

losing their eligibility for federal tax incentives, this 

cost is even greater for consumers. 
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THE CANADIAN BLACK BOOK-FITCH 
VEHICLE DEPRECIATION REPORT AND 
CANADIAN BLACK BOOK USED VEHICLE 
DATA

This report is another in a series of joint ventures 

between Canadian Black Book and Fitch. Canadian 

Black Book tracks used vehicle market depreciation 

rates providing an understanding of how vehicle 

prices impact automotive lenders and lessors, auto 

ABS transactions, consumers and other auto market 

constituents. Canadian Black Book collects and 

analyzes extensive wholesale data from auctions 

around the country. Black Book publishes residual 

value forecasts and current daily updated used 

market values. The report is issued on an annual 

basis.

DATA AVAILABLE TO USERS

Certain data contained in this report and more 

detailed data is available to all users, including the 

charts and tables. Please contact Black Book or 

Fitch at the telephone numbers listed below.

CANADIAN BLACK BOOK USED VEHICLE 

RETENTION INDEX

The Index is updated on a monthly basis and 

can be accessed with both data and chart 

through the link on Black Book’s website:  

http://www.canadianblackbook.com/black-book-

index/

FOR FURTHER INFORMATION CONTACT: 

Canadian Black Book
Yolanda Biswah, General Manager

     Phone: 416-818-8410 

     Email: YBiswah@CanadianBlackBook.com

Fitch Ratings
Margaret Rowe, Senior Director

     1 North Wacker, Chicago IL, 60606

     Phone: 1-312-368-3167 

     Email: Margaret.Rowe@FitchRatings.com

Michael Girard, Director

     Fitch Ratings, Inc. 120 Adelaide Street West,                

     Toronto, ON, M5H 1T1

     Phone: 1-647-933-0224

     Email: Michael.Girard@FitchRatings.com

MEDIA RELATIONS:
Sandro Scenga, Senior Director

     Fitch Ratings, Inc.

     Phone: 1-212-908-0278 

     Email: Sandro.Scenga@FitchRatings.com

Kim Breidenbach, Director, Marketing & 

Communications

     Black Book

     Phone: 1-770-533-5266

     Email: KBreidenbach@BlackBook.com
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Canadian Black Book

For 60 years, Canadian Black Book has been 

the trusted and unbiased Canadian automotive 

industry source for vehicle values. Today the 

company has grown into a leading data provider 

of vehicle valuations, residual value forecast 

solutions, and VIN decoding. Canadian Black 

Book tools and information are considered ‘The 

Authority’ for vehicle values not only by car dealers 

and manufacturers but also the leasing, finance, 

insurance, and wholesale sectors. In 2020 Canadian 

Black Book brought to market its Enhance Vehicle 

Matching (EVM) solution, which will allow the 

industry to decode more consistently 17 digits VINs 

down to a specific trim package allowing a more 

precise vehicle valuation.  

Fitch Group and Fitch Ratings 

Fitch Group is a global leader in financial information 

services with operations in more than 30 countries. 

Fitch Group is comprised of: Fitch Ratings, a global 

leader in credit ratings and research; Fitch Solutions, 

a leading provider of credit market data, analytical 

tools and risk services; and Fitch Learning, a 

preeminent training and professional development 

firm. With dual headquarters in London and New 

York, Fitch Group is owned by Hearst.

Fitch Ratings is a leading provider of credit ratings, 

commentary and research. Dedicated to providing 

value beyond the rating through independent 

and prospective credit opinions, Fitch Ratings 

offers global perspectives shaped by strong local 

market experience and credit market expertise. 

The additional context, perspective, and insights 

we provide has helped investors fund a century of 

growth and make important credit judgments with 

confidence. 
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