











Increased financial vulnerability
anticipated for the next Index release

The Index provides a barometer and scoring of the changed financial resilience of Canadians,
building on the baseline score of February 2020 (pre Covid-19). This will combine with
longitudinal data on the financial health, resilience and well-being of Canadians through the

national Financial Well-Being studies and dataset.

Over time, and beyond the longer-term repercussions of the global pandemic impacts,
individuals and households may slip into one of the more or less financially resilient segments
at different stages of their lives. When households experience setbacks as a result of unplanned
life events, stressors or shocks (divorce, illness or reduced employment) they may become
more financially vulnerable. Alternatively, households may improve their financial resilience, by
modifying their consumption and financial behaviours. In addition, a positive life event (such

as marriage, creating a dual-income shared expense household) can improve a household's

financial resilience score since last reported.

Methodology

1.Index Development Roadmap

© 2022 Seymour Management Consulting Inc. All Rights Reserved. 10



2. Index Development Methodology

The Seymour Financial Resilience Index™ is a regression model with nine indicators, building
on four years of longitudinal data from the independent, longitudinal national Financial Well-
Being studies.

The Index was developed through an iterative process to regressing and evaluating over 30
potential indicators against self-reported “financial resilience” or “financial stress” measures
using the multiple linear regression technique. In the end, nine variables were determined to
account for 64 percent of the variance in the financial resilience construct. In social sciences, a

R-squared of 0.64 is considered to be a strong model.
All nine indicators are significantly predictors in the regression model with a p-value of less

than .01 (p<.01), meaning there is one percent chance that these results are accidental.

The regression model was validated against 2017, 2018 and 2019 survey data, which revealed
consistency in results, represented both by a strong R-squared as well as similar weights of the
independent variables as predictors of financial resilience (note: weightings for the model are

based on their overall contribution to the dependent variable in the model and are not equal).

Based on 2017 and 2018 data, six out of nine index model independent variables were avalaible,
and in 2019 data 7 of the independent variables were avalaible.

The February 2020 Well-Being study has a sample size of 1013 Canadians aged 18-70 and an
Index sample size of 919 adult Canadians. MOE of +/- 3.1% and 95% confidence interval across
all provinces.

The June Finanial Well-Being study has a sample size of 4,989 Canadians aged 18-70 and an
Index sample size of 4462. MOE of +/- 1.4% and 95% confidence interval across
all provinces.

The June Finanial Well-Being study has a sample size of 3016 Canadians aged 18-70 and an
Index sample size of 2653 Canadians. MOE of +/- 1.78% and 95% confidence interval across
all provinces.
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3. Framework and Definitions

The Financial Health Index proprietary framework is summarized below, and was first created

in 2016. It is centered on the three inter-related constructs of financial health, financial
resilience and financial stress (the opposite being financial wellness) within the over-arching
construct of “financial well-being.” This framework forms the foundation for the design of the
robust Financial Health Index studies, financial health, resilience and stress indicators and the

Seymour Financial Resilience Indexm.

Framework for Financial Well-Being

Financial support, solutions and advice

i Customer . . .
{ Solutions & ’ ( Consumer and Financial Behaviours

products Experience

Information
& Planning

< Daily Financial Management

Borrowing & Debt Management

Knov;Leiﬁjsge & Behav{ours T

Saving Planning and Investing

pmmmmmlm—m s m g

Protecting against the unexpected

Financial Health Financial
The ability to balance your Resilience

financial needs of today
with those of tomorrow, as
a result of the decisions and
behaviors that move you
forward.

The ability to get through
financial hardship, stressors,
shocks as a result of
unplanned life events

4. Contributing Consumer Financial Health, Stress and Resilience Data
The longitudinal Financial Well-Being study was first designed by Seymour Consulting in 2016

in line with our framework, with the first baseline longitudinal study launched in 2017.

The study is Canada’s most robust longitudinal, national and independent investigation into
consumer financial health, resilience and wellness and the role Financial Institutions can play to
help improve their customers’ financial wellness. Study questions are informed by some of the
best-of-the-best financial health, resilience, capability and financial well-being studies around
the world in line with our framework, and also focus on the linkage between financial stress
(and wellness) and negative impacts on mental and physical health, relationships, productivity
for employees and overall personal well-being. Studies are informed by financial health,
financial capability, financial well-being and financial resilience research conducted in Canada,
Australia, US, UK, Norway, New Zealand and other countries. We continue to consult with
financial health experts, academics, professionals working in financial services and others, and
to conduct qualitative consumer interviews with Canadians around their financial health wellness
for additional insights. The FHI study was developed based on the unique characteristics and

nuances of Canada’s population, social policies and financial services industry.
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Respondents are recruited through the Angus Reid Forum and data is weighted

to be representative of the Canadian population by province, gender, age and
household income. The Financial Well-Being studies had a sample size in 2017 and
2018 of 5000 adult Canadian financial or joint decision makers aged 18-70 years old,
for all provinces excluding Quebec and the Northwest Territories. The 2019 study
had a sample size of 3000 Canadians. The 2020 study and all future studies will
include a sample for Quebec, allowing the Index to represent all Canadians. The Q1
2020 study was launched as an additional quarterly dip with a sample size of 17000

Canadians in early February 2020 to support the Index development process.

The financial resilience of Canadian households at the individual and aggregate level
can be analyzed in many ways through the longitudinal and robust Financial Health
Index dataset. For financial institutions, the studies also track how Canadians rate their

primary Fl for helping to improve their financial wellness.

Some Financial Well-Being Index study indicator questions have been refined over
time and in the most recent 2020 dip for the Index, following consultations with
academics and experts globally, and deep interviews with Canadians across the
country around their financial wellness. Any updates to survey questions have been
created to ensure consistency for analysis and tracking purposes. Small business
owners and self-employed are included within the studies, with their financial
resilience (from a personal perspective) measured against other populations. This is
important as the business and personal financial health and wellness of small business

owners may be negatively impacted by Covid-19.

The financial vulnerability (and financial resilience) of more vulnerable and/or
underserved populations — such as low-income families, Indigenous peoples, single

parents and others — can be measured and tracked through the Index.
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Understanding and Applying the Index

The Index allows financial institutions, government and organizations to measure, track and
understand the financial resilience of their customers, borrowers and citizens over time.
Covid-19 has revealed the importance of having pre and post financial shock measurements of
financial resilience, to get a more fulsome picture. By applying the Index, our framework and
methodologies, we believe organizations can provide more targeted and enhanced support of

their customers and stakeholders’ financial resilience, including in advance of future shocks.

As we continue to lead customized financial health strategy, measurement and impact projects
in line with our mission and vision, we look forward to feedback and discussion with committed
organizations about how the Index and framework can add value to their customers,
employees, organizations and communities. The coronavirus pandemic is an immediate crisis
likely to have longstanding repercussions on the financial lives of Canadians. Collectively, and
based on a continuous improvement approach, we can have impact on the financial health and

resilience of customers, employees and communities.

At a high level, here are some of the potential applications we see for the Index and framework for

key stakeholders:

Government and Policy Makers
The Seymour Financial Resilience Index™ may be used by Government, Think Tanks, Non
Profit Organizations and other organizations with a goal to shape social policy, programs and

interventions for Canadians, including more vulnerable populations.

These include for households in the most extreme sub-segment of “Extremely Vulnerable”
(with a score of 1-19), who may have lower household incomes or who many face other barriers
causing hardship. There is an opportunity to build not only financial resilience with these
populations through target policies and support, but also to promote financial inclusion and

empowerment. This includes through enhanced cross-sector collaboration and program support.

From a government policy perspective, the Index may be used to aid investigation and

policy exploring ways that citizens in the “Approaching Resilience” segment may be better
supported or nudged to move into the “Financially Resilient” segment. A small nudge to move
"Approaching Resilience” households to “Financial Resilient” can free up substantial resources

for those in the more vulnerable categories.

Financial Institutions, Lenders, Financial Planners and other organizations
supporting Canadians

Financial Institutions, Lenders, Payment Organizations, Fintechs, Wealth Management
Companies and other organizations supporting customers can understand, measure and
track the financial resilience of their customers and prospective customers, compared to
Index benchmarks. Customers’ mean financial resilience scores and many other insights on
customers’ financial resilience and well-being can be contextualized by the benchmark data

from the Index for organizations’ provinces or market territories and key target segments.
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The Index provides a new lens of understanding for customers and households that goes

beyond peoples’ financial assets, credit score, delinquency rates or financial product holdings.
The Seymour Financial Resilience Index™ and Financial Well-Being non-traditional data

can be combined with traditional credit scoring models, financial, customer, payment and
transactional data gathered by traditional and non-traditional financial institutions, lenders,
wealth management providers, insurance companies and other organizations. This can
support an enhanced understanding of their customers (and prospects) financial resilience

(at different levels) and inform more targeted credit and risk management strategies, tailored
customer experiences, enhanced financial product and service offerings, advice and customer
relationship management.Financial relief programs and flexible solutions provided to customers
facing financial hardship as a result of Covid-19 may also be tested out and/or enhanced over time,
to help customers build their financial resilience over the medium to long-term, and throughout the
customer banking relationship. Banks and credit unions can also measure the extent to which they
have helped to improve the financial wellness of their customers over time compared to tier one

banks and other organizations.

Resilience Segments for Canada’s Big Five Bank Brands

For credit agencies, lenders and financial institutions, we see the potential for the Financial
Resilience Index™ and Financial Well-Being data to complement traditional credit scoring
models and others linked to credit health. For example, self-reported sentiments and
behaviours reported in the trended Financial Well-Being data, and the household's financial
resilience score can be connected to a person’s credit score and “hard” payment or banking
data: for a more complete three-dimensional view. This helps to provide richer (and more
forward-looking) understanding of consumers’ and borrowers’ financial and debt stressors,

their financial resilience (and vulnerabilities) and opportunities for more targeted support.

This in turn enables enhanced data analytics, predictive modelling, forecasting and
opportunities for engagement, product and service bundling and offers; customized solutions
or advice by committed organizations — allowing Fls and lenders to help support their

customers’ financial resilience and wellness and in tandem, to strengthen relationships.

More financially resilient borrowers can also reduce credit risks for lenders, and financial health
and resilient data and models can support lenders and Fls in their credit and risk strategy
playbooks, forecasting, product and portfolio management - including as borrowers apply for

and/or use different credit products, and manage their credit and debt in different ways.

Non-Profit Organizations and Social Enterprises

The Index shines a light on the financial vulnerability, financial stressors ,needs and challenges
of more vulnerable and underserved populations, including linked to access to financial
services, products and help or to financial and systemic barriers facing these populations.

This enables enhanced impact measurement and insights for Not-for-Profit organizations
working to support these populations from a financial literacy, financial empowerment,
financial inclusion and/or a financial well-being perspective, while helping them to understand

opportunities for more targeted support and impact.
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Businesses and Employers

Businesses and employers can lever the Index to understand their employees, customers

and communities based on their financial health and resilience challenges. We believe that
this can help them to improve their offerings, pricing strategies and the overall customer
experience. They can also measure and improve their employees’ financial resilience, while
tracking improvements to employee engagement, productivity and well-being through their

organisations and over time.

Empowered Individuals, Families and Communities

As people are becoming more empowered to think about their financial health and wellness
as the traditional banking industry transforms, we envision a future where people are engaged,
supported and empowered to manage and build (or maintain) their financial resilience through
their life, and in ways that matter to them. This can support financial empowerment, financial

inclusion for those who face barriers and to ultimately help to build healthy communities.

The changing financial services landscape is showing us how there are many ways to make
transactions, payments and financial health and resilience management and innovation easier
and smarter. We see significant potential applications to integrate tracking of customers’
financial health and resilience with new technologies and offerings: also incorporating Al,
digital solutions; behavioural finance, advice-based support and financial expertise. Fls and
other organizations can certainly invest in financial health product and service innovation to
help their customers and employees think about (and potentially adjust) their money habits,

spending and behaviours - in ways that link to their life and financial goals.

Such innovation can create win-win solutions while 're-inventing banking’. And more financially
healthy, resilient and supported customers lead to strengthened relationships, brand loyalty

and to an increased share of wallet, as proven through the FHI studies since 2017.

We are already starting to see that some Canadians have already started to rethink, change or
cut back on certain spending habits as a result of Covid-19 impacts, as we experience social
isolation, new ways of working and living, think about the future, face hardship and/or change
our routines. The concept of building one's financial resilience has never been more critical. As

|u

we enter into a “new normal”, there will certainly be opportunities to help people build their
financial resilience now and into the future. This includes low income households, newcomers to
Canada, Aboriginal populations; women; single parent households; small business owners; the

under-employed; people lacking social capital; and our future generations.

Helping Canadians to improve their financial resilience can help change lives. We look forward

to partnering with you on this important and pertinent issue for Canada.
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/) Seymour CONSULTING

Why we've launched the Seymour Financial Resilience Index™
A letter from the CEO and Founder, Eloise Duncan

Why have we worked to develop this Index, and why is it being launched now?

Covid-19 has already caused the first coordinated global economic shutdown in history. Here in Canada,
the health pandemic has shocked our national economy and thrown the lives of many into a tailspin.
Although still early in terms of cumulative fallout, we can see that financially, some Canadians are faring
far better than others. Our trended data shows that the financial health and resilience of Canadians was

fragile at best for many Canadians even before the economic shock caused by Covid-19. [1]

In other words, some segments of Canada’s population have the financial resilience to weather
unplanned life events—financial stressors, shocks and hardships such as this one—whereas others
do not. Traditional financial and credit score measurements fall short at showing us how Canadians
are really doing financially because they're missing a key component: household financial

resilience. We created the Seymour Financial Resilience Index™ to address this gap.

Helping to measure, track and build the financial resilience of Canadians
We are proud to announce that the new Seymour Financial Resilience Index launches today. The Index

measures financial resilience in Canada across nine behavioural, sentiment and resilience indicators.

It enables organizations to measure and track financial resilience over time and at the individual,
segment, provincial and national levels. The Index can be a forward-based indicator that as a result
of showing changes in measured consumer and financial behaviours could explain slowdowns in

spending, increased savings, and their effects on debt repayment and consumption.

With the global financial stress and shock caused by Covid-19, now is the time to launch this Index with
urgency, in order to support financial institutions, government, business leaders and organizations to

positively impact the financial lives of Canadian customers, employees and communities at scale.

Based on the baseline Index and February 2020 data, the average national financial resilience of
Canadians is 49.58. This means that overall our citizens are ‘Financially Vulnerable’ as a nation,
before the Covid-19 crisis affected our country. We expect the Financial Resilience Index to show

increased financial vulnerability in the next Index release in the summer.

The nine indicators are based on longitudinal national data from the annual Financial Well-Being
studies for Canada, conducted annually with a weighted representative sample of 3000 to 5000
Canadians across all provinces excluding Quebec since 2017. The 2020 study and all future studies,
conducted through the Angus Reid Forum, will include Quebec, allowing the Index to represent
all Canadians across every province for tracking in the future. The regression model was validated

against 2017, 2018 and 2019 survey data, which revealed consistency in results and a strong model.

The Seymour Financial Resilience Index™ was created specifically for Canada and is based on the

unique characteristics and nuances of Canada’s consumers, social policies, provincial differences and
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financial ecosystem. That being said, the Index and indicators may have value around the world, as

countries work individually and collectively to support the financial health and resilience of their citizens.

We believe passionately in the importance of financial health and resilience for all. Covid-19 has
created a "reset opportunity” and fresh view towards new models and approaches. Our intention
is that this Index helps ignite reinvented financial health and resilience measurement, financial
services re-invention, and new policy development to support struggling and vulnerable Canadian
households. We see an opportunity to build on the strengths of Canada’s social policies, strong
financial ecosystem, values-based society and deep-rooted belief in the importance of equality and

on the social justice for all.

Together, we can support people with challenged financial
resilience — not just in response to the crisis of Covid-19, but as

a medium to longer term strategy for our country and future
generations. Canada can lead the way in working to measurably
improve peoples’ financial resilience in ways that matter, while
building on our strengths. We invite you to join us in supporting
the financial resilience of Canadians and people around the world,
to help people live their best lives. People deserve to get through
times of financial hardship, to realize their life and financial goals,

and to thrive—today and for generations to come.

/g:ﬁi___

Eloise Duncan

CEO and Founder, Seymour Management Consulting Inc.

AHIGHER LEVEL of
CMC management consulting
CERTIFIED MANAGEMENT CONSULTANT
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