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Bring on the bonds in 2025-26 

By Taylor Schleich & Ethan Currie

The start of the fiscal year is a natural time to think about bond supply. 

We now have a decent sense of the provincial bond crop with 7 of 10 

provinces tabling budgets. At the federal level, an ongoing election 

means a budget and related Debt Management Strategy is over a 

month away. Fortunately, the Department of Finance provided a 

preliminary, subject-to-change update on what the Government of 

Canada bond program would be under a status quo budget outlook (i.e., 

based on the FES). In short, more bonds will be on offer. 

Gross bond issuance for the coming fiscal year is, for now, slated at 

$310 billion (+29% from 2024-25). That involves more supply in each of 

the tenors, exact tallies estimated in Chart 1. The resulting weighted 

average term of supply looks to remain at ~7 years. That’s up from the 

pre-pandemic era (~5-years) but below the COVID term-out (~9 years). 

As was clear in the QBS published earlier, 2025-26 is going to involve 

an additional 5- and 10-year auction each quarter. Benchmark size 

increases for 2s, 5s and 10s are also needed given the larger program. 

Much of the gross supply is dedicated to refinancing maturing bonds 

($186 billion) but that still leaves net issuance climbing to $124 billion. 

That’s not technically a record but the pandemic supply surge was 

mostly offset by large-scale BoC bond buying. As QE transitioned to 

QT, the effective net supply to end investors steadily grew. Today, QT 

is officially over as the BoC is stabilizing liquidity (i.e., settlement 

balances) with term repos. However, GoC bonds are still rolling off the 

BoC’s balance sheet. Including this impact, there’s a record $175 billion 

of net supply to be absorbed by end investors. 

Note that $310 billion in gross issuance is more than we had expected. 

That’s because almost all the government’s financial requirement (as of 

the FES), is to be funded by bonds. Indicative net bill issuance is a 

modest $5 billion, which will see the T-bill share of GoC debt decline. 

We’d again stress that these are stand-in figures based on earlier 

budgetary estimates and will change post-election. There’s already 

been no shortage of campaign promises and with acute geopolitical 

uncertainty, spending demands for a new government will be plenty. 

Thus, consider this a low-ball issuance estimate. It’s likely that actual 

2025-26 bond supply will be greater, moving us close, although not all 

the way back, to 2020-21’s record lift.
 

Chart 1: GoC issuance to move higher with belly in focus 
GoC gross bond supply by tenor, fiscal year (NBC estimate for 2025-26) 

 

Source: NBC, BoC, GoC | Note: Indicative 2025-26 levels, includes nominal bonds only. 

Chart 2: Gross supply in 2025-26 most since peak-COVID 

GoC gross bond supply by tenor/type, fiscal year (NBC estimate for 2025-26) 

 

Source: NBC, BoC, GoC | Note: ‘Other’ refers to sum of green, RRB, ultra-long issuance 
 

Chart 3: Net supply to step up again; more bonds to investors 
Change in GoC bond stock, BoC holdings and end investors holdings 

 

Source: NBC, BoC, GoC | Note: Indicative 2025-26 levels 

Chart 4: Net GoC bill supply is modest relative to bonds 

GoC treasury bill outstandings and share of GoC debt stock 

 

Source: NBC, BoC, GoC | Note: Indicative 2025-26 levels
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https://www.nbc.ca/about-us/news-media/financial-news/financial-analysis.html
https://www.nbc.ca/content/dam/bnc/taux-analyses/analyse-eco/mkt-view/market_view_250328b.pdf
https://www.nbc.ca/content/dam/bnc/taux-analyses/analyse-eco/mkt-view/market_view_250328b.pdf
https://www.budget.canada.ca/update-miseajour/2024/home-accueil-en.html
https://nbf.bluematrix.com/links2/pdf/04a03027-40e0-42a1-91bd-cef3a438f1de
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This Report was prepared by National Bank Financial, Inc. (NBF), (a Canadian investment dealer, member of CIRO), an indirect wholly owned subsidiary of National Bank of Canada. National 
Bank of Canada is a public company listed on the Toronto Stock Exchange.  

The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete and may be subject to change without notice. 
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the securities mentioned herein, and nothing in this Report constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s 
individual circumstances. In all cases, investors should conduct their own investigation and analysis of such information before taking or omitting to take any action in relation to securities or 
markets that are analyzed in this Report. The Report alone is not intended to form the basis for an investment decision, or to replace any due diligence or analytical work required by you in making 
an investment decision. 

This Report is for distribution only under such circumstances as may be permitted by applicable law. This Report is not directed at you if NBF or any affiliate distributing this Report is prohibited 
or restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it that NBF is permitted to provide this Report to you under 
relevant legislation and regulations.  

National Bank of Canada Financial Markets is a trade name used by National Bank Financial and National Bank of Canada Financial Inc.  

Canadian Residents  

NBF or its affiliates may engage in any trading strategies described herein for their own account or on a discretionary basis on behalf of certain clients and as market conditions change, may 
amend or change investment strategy including full and complete divestment. The trading interests of NBF and its affiliates may also be contrary to any opinions expressed in this Report. 
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denominated in a foreign currency, rates of exchange may have an adverse effect on the value of the investment. Investments which are illiquid may be difficult to sell or realise; it may also be 
difficult to obtain reliable information about their value or the extent of the risks to which they are exposed. Certain transactions, including those involving futures, swaps, and other derivatives, 
give rise to substantial risk and are not suitable for all investors. The investments contained in this Report are not available to retail customers and this Report is not for distribution to retail clients 
(within the meaning of the rules of the Financial Conduct Authority). Persons who are retail clients should not act or rely upon the information in this Report. This Report does not constitute or 
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