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Canada’s great national balancing act

By Warren Lovely

I's not uncommon for Canada’s quarterly national balance sheet
accounts (NBSA) release to generate attention. Most typically, the
analytical lens focuses in on the household sector. More specifically
still, much effort is taken to understand and contextualize how much
debt Canadian households are walking around with.

Understanding household vulnerabilities is a vital undertaking for a
country like Canada, where no little amount of leverage has been taken
on. But we were eager to explore other dimensions of the national
balance sheet accounts, including shifting ownership patterns for the
country’s marketable debt securities.

NBSA data show us who is taking down all the debt Canadian issuers
are racking up. Here, we can compare foreign engagement against a
laundry list of domestic counterparty types. Notwithstanding sector-to-
sector nuance, non-residents are clearly an important part of the
national balancing act, absorbing a material share of net new debt. With
plenty more debt to be issued—from the feds, the provinces, other
public sector entities, banks and non-financial corporates—keeping a
diverse set of investors tuned in and turned on will surely be key.

The following high-level points relate to the seven charts on pages 1-
2. The table on page 3 provides a granular look at debt ownership...

(1) Non-residents own 42% of all the bonds issued by Canadian entities.
That's a record share, north of the broad foreign ownership share
registered 30-odd years ago when the nation’s finances were in
disarray... (2) The amount of outstanding Canadian debt has
essentially doubled in the past decade, the ratio to GDP off its COVID
peak but nonetheless rising 3-5%-pts per year of late. In a sense, all
this supply created demand, since it has to be placed somewhere.
Simply put, much Canadian debt has been made available to investors,
whether foreign or domestic... (3) Canada’s debt stock is diversified
across sectors, with utilization of international funding markets less than

uniform. Note that detailed ownership tallies are only available for select
issuers/sectors. For example, NBSA data include detailed holdings of
GoC debt. Ditto for provincial or local governments bonds. But there’s
a somewhat limiting aggregation of all ‘other’ debt, despite varying
credit profiles, issuance tempos, borrowing strategies and other
investor considerations within this group. Alas, we work with what
StatCan gives us... (4) In all, non-residents hold ~$2.5 ftrillion of
‘Canadian’ debt. That refers to short-term paper and bonds issued by
all Canadian entities, regardless of currency. We're not just talking
about CAD-denominated paper here. Indeed, the largest share of the
so-called ‘Canadian’ bonds that non-residents own are denominated in
foreign currencies (e.g., USD, EUR)... (5) It perhaps follows that foreign
ownership shares vary across sectors. The non-resident ownership
share of domestic GoC bonds has risen significantly (to roughly 40%).
While that reflects the growing involvement of foreign hedge funds, the
official sector and other ‘real money’ types are likewise more present
these days. Surely Canada’s fiscal outlook is less perilous than some
others, while a broad de-dollarization trend has seemingly driven
marginal funds to Canada. We’ll take it... (6) The BoC’s exit from the
GoC bond market is another technical consideration, adding to the
amount of paper ultimately needing to be placed with end investors. As
earlier quantified, non-residents absorbed 59% of effective GoC bond
issuance in fiscal 2024-25 (ending Mar-25). That was a serious sponge
as the effective debt stock expanded... (7) Based on federal and
provincial fiscal plans/pledges, there will continue to be plenty of
Canadian government debt to digest from here. Elsewhere, the nation’s
PSEs are likely to remain active, to say nothing of net requirements for
our banks and non-financial corporates. Even if the non-resident
ownership share goes no higher, we’re apt to see more Canadian debt
held outside the country. That's not without risk mind you, but at
present, the various debt absorption, supply diversion and liquidity
enhancement benefits are hard to overlook.

Chart 1: Canada has record exposure to non-resident bond investors
Non-resident ownership share of outstanding Canadian entity bonds (issued by all sectors, denominated in all currencies)
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Source: NBC, StatCan | Note: Based on balance sheet accounts book value (to 202.

:Q1); based on bonds issued by all Canadian entities, denominated in all currencies (not just CAD)
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Chart 2: Does supply create (non-resident) demand? Chart 3: Come and get it! Over $5tIn of Cdn bonds available
Absolute/relative Canadian entity debt outstanding (all sectors, all currencies) Distribution of Canadian entity bonds outstanding by sector/issuer: 2025Q1
[ C$bin % [ 240 LOC;I3| L
govt -~
6 1 - 220 Detailed 67
Debt outstanding (L) holdings [
5 L 200 (by investor ~—
. . type) are
Ratio to nominal GDP (R) available
4 4 - 180 for GoC,
provi & .
3 4 L 160 local gov't Non-fin
sectors... el )
913 ... Detailed
2 1 - 140 B holdings
__________ data
1 L 120 -~ Other aggregated
private for all
‘other’
0 T T T T T T 100 issuing
g 8 8 8 g 2 5 8 sectors
(o] (o] o o o o o o
~— ~— N N N N N N
Source: NBC, StatCan | Note: Quarterly book value to 2025:Q1; sum of Cdn short-term paper Source: NBC, StatCan | Note: Book value; excludes >$700bin in Cdn short-term paper o/s;
& bonds; refers to Cdn entity debt denominated in all currencies refers to Cdn entity bonds denominated in all currencies
Chart 4: Closer look at the Cdn paper non-residents hold Chart 5: Foreign ownership of GoC bonds up most notably...
Non-resident holdings of Canadian entity debt by sector/issuer Non-resident share of outstanding Cdn entity bonds by select sector/issuer
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Chart 6: ... as Bank of Canada exited sovereign bond market Chart 7: Governments still have plenty of funding to do

Ownership shares of GoC bonds: Non-resident vs. BoC & domestic investors Credit market summary: Net new funds raised by Cdn governments
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Table: Detailing the ownership of C$5.91 trillion (market value) of Canadian debt securities
Market value & share of total holdings: Canadian debt securities by type of paper & holdings by detailed NBS sector (as at 2025:Q1)

Cdn Canadian short-term paper Canadian bonds
debt All Cdn Gov't of Other All Cdn Govtof Provincial Local Other
Holdings (C$bin, market value) securities ST paper | Canada  sectors bonds Canada govts govis sectors™
Total all sectors 5,914.6 719.0 286.9 432.1 51957 1,157.6  1,055.8 67.8 2,914 .4
Domestically held (incl. monetary authority) 3,552.1 542.4 212.8 3296 3,009.7 702.6 797.6 58.4 1,451.1
Households & non-profitinstitutions 123.5 9.2 14 7.8 114.3 204 26.0 12.9 55.0
Corporations 2,976.0 429.9 181.7 2481 2,546.1 616.3 667.3 39.3 1,223.2
Non-financial corporations 115.7 74.8 26.7 48.2 40.9 8.6 3.5 0.0 28.8
Financial corporations 2,860.2 355.0 155.1 200.0 2,505.2 607.7 663.7 39.3 1,194 4
Bank of Canada 2271 0.0 0.0 0.0 2271 2135 7.9 0.0 5.6
Chartered banks & quasi-banks 612.7 81.3 43.3 38.0 531.4 994 173.3 6.5 252.2
Insurance & pension funds 975.5 744 35.6 38.8 901.0 182.5 358.9 26.5 3331
Life insurance business 237.8 16.4 10.3 6.1 2214 16.5 67.3 18.0 119.5
Segregated funds of lifecos 31.9 4.2 14 2.8 27.8 7.2 8.3 0.0 12.3
Trusteed pension plans 597.6 36.7 14.0 22.7 560.9 131.7 257.0 8.5 163.8
Property & casualtyinsurance 108.1 171 9.9 7.2 91.0 27.2 26.3 0.0 375
Total other private financial institutions 727.9 187.9 68.6 1194 539.9 96.6 118.8 6.3 318.3
Mutual funds 595.2 1314 50.4 81.0 463.8 73.3 97.9 6.0 286.6
Other intermediaries, excl. ins/pension 57.7 184 5.1 13.3 39.3 12.0 6.8 0.2 20.3
Financial auxiliaries 34.1 8.9 3.2 5.7 253 8.8 95 0.0 6.9
Captive fin'l institutions & moneylenders 40.8 29.2 9.9 194 11.6 25 4.6 0.0 4.5
Financial govt business enterprises 3171 114 7.5 3.8 305.8 15.7 4.8 0.0 2853
General governments 452.7 103.3 29.6 73.7 3494 65.9 104.4 6.2 173.0
Federal general government 471 0.3 . 0.3 46.8 8.8 0.2 0.0 37.7
Other levels of general government 276.3 89.4 . 59.8 187.0 29.8 65.9 52 86.1
Provincial & territorial governments 219.9 76.7 . 47.3 143.2 229 53.3 0.3 66.7
Local governments 56.4 12.6 . 125 43.8 7.0 12.6 49 19.3
Social security funds . 136 [ 00 136 115.6 27.2 38.3 0.9 49.2

Non-residents 2,185.9 455.0

Canadian short-term paper Canadian bonds
debt All Cdn Gov't of Other All Cdn Govtof Provincial Local Other
Distribution of holdings by security type (%) securities ST paper| Canada sectors bonds Canada govts govis sectors™

Total all sectors 100% 100% 100% 100% 100% 100% 100% 100% 100%
Domestically held (incl. monetary authority) 60% 75% 74% 76% 58% 61% 76% 86% 50%
Households & non-profit institutions 2% 1% 1% 2% 2% 2% 2% 19% 2%
Corporations 50% 60% 63% 57% 49% 53% 63% 58% 42%
Non-financial corporations 2% 10% 9% 11% 1% 1% 0% 0% 1%
Financial corporations 48% 49% 54% 46% 48% 52% 63% 58% 41%
Bank of Canada 4% 0% 0% 0% 4% 18% 1% 0% 0%
Chartered banks & quasi-banks 10% 11% 15% 9% 10% 9% 16% 10% 9%
Insurance & pension funds 16% 10% 12% 9% 17% 16% 34% 39% 11%
Life insurance business 4% 2% 4% 1% 4% 1% 6% 27% 4%
Segregated funds of lifecos 1% 1% 0% 1% 1% 1% 1% 0% 0%
Trusteed pension plans 10% 5% 5% 5% 11% 11% 24% 13% 6%
Property & casualtyinsurance 2% 2% 3% 2% 2% 2% 2% 0% 1%

Total other private financial institutions 12% 26% 24% 28% 10% 8% 11% 9% 11%
Mutual funds 10% 18% 18% 19% 9% 6% 9% 9% 10%
Other intermediaries, excl. ins/pension 1% 3% 2% 3% 1% 1% 1% 0% 1%
Financial auxiliaries 1% 1% 1% 1% 0% 1% 1% 0% 0%
Captive fin'l institutions & moneylenders 1% 4% 3% 4% 0% 0% 0% 0% 0%
Financial govtbusiness enterprises 5% 2% 3% 1% 6% 1% 0% 0% 10%
General governments 8% 14% 10% 17% 7% 6% 10% 9% 6%
Federal general government 1% 0% 0% 0% 1% 1% 0% 0% 1%
Other levels of general government 5% 12% 10% 14% 4% 3% 6% 8% 3%
Provincial & territorial governments 4% 11% 10% 11% 3% 2% 5% 0% 2%
Local governments 1% 2% 0% 3% 1% 1% 1% 7% 1%
Social security funds 2% 2% | 0% 3% 2% 2% 4% 1% 2%

Non-residents

Source: NBC, StatCan | Note: Canadian debt securities include issues denominated in CAD as well as securities denominated in foreign currencies; other Canadian bond sectors includes
corporates, CMB, GBEs, other public sector entities, etc.
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This Report is a marketing document. This Report has not been prepared in accordance with EU legal requirements designed to promote the independence of investment research and it is not
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where necessary, for the purposes of Section 21(1) of the Financial Services and Markets Act 2000). This Report is for information purposes only and does not constitute a personal
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(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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connection with any contract or commitment whatsoever.

This information is only for distribution to Eligible Counterparties and Professional Clients in the United Kingdom within the meaning of the rules of the Financial Conduct Authority. NBF is
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With respect to the distribution of this report in the United States of America, National Bank of Canada Financial Inc. (“NBCFI”) which is regulated by the Financial Industry Regulatory Authority
(FINRA) and a member of the Securities Investor Protection Corporation (SIPC), an affiliate of NBF, accepts responsibility for its contents, subject to any terms set out above. To make further
inquiry related to this report, or to effect any transaction, United States residents should contact their NBCFI registered representative.

This report is not a research report and is intended for Major U.S. Institutional Investors only. This report is not subject to U.S. independence and disclosure standards applicable to research
reports.

HK Residents

With respect to the distribution of this report in Hong Kong by NBC Financial Markets Asia Limited (“NBCFMA”) which is licensed by the Securities and Futures Commission (“SFC”) to conduct
Type 1 (dealing in securities) and Type 3 (leveraged foreign exchange trading) regulated activities, the contents of this report are solely for informational purposes. It has not been approved by,
reviewed by, verified by or filed with any regulator in Hong Kong. Nothing herein is a recommendation, advice, offer or solicitation to buy or sell a product or service, nor an official confirmation of
any transaction. None of the products issuers, NBCFMA or its affiliates or other persons or entities named herein are obliged to notify you of changes to any information and none of the foregoing
assume any loss suffered by you in reliance of such information.

The content of this report may contain information about investment products which are not authorized by SFC for offering to the public in Hong Kong and such information will only be available
to, those persons who are Professional Investors (as defined in the Securities and Futures Ordinance of Hong Kong (“SFO”)). If you are in any doubt as to your status you should consult a
financial adviser or contact us. This material is not meant to be marketing materials and is not intended for public distribution. Please note that neither this material nor the product referred to is
authorized for sale by SFC. Please refer to product prospectus for full details.

There may be conflicts of interest relating to NBCFMA or its affiliates’ businesses. These activities and interests include potential multiple advisory, transactional and financial and other interests
in securities and instruments that may be purchased or sold by NBCFMA or its affiliates, or in other investment vehicles which are managed by NBCFMA or its affiliates that may purchase or sell
such securities and instruments.

No other entity within the National Bank of Canada group, including National Bank of Canada and National Bank Financial Inc, is licensed or registered with the SFC. Accordingly, such entities
and their employees are not permitted and do not intend to: (i) carry on a business in any regulated activity in Hong Kong; (i) hold themselves out as carrying on a business in any regulated
activity in Hong Kong; or (iii) actively market their services to the Hong Kong public.

Copyright

This Report may not be reproduced in whole or in part, or further distributed or published or referred to in any manner whatsoever, nor may the information, opinions or conclusions contained in
it be referred to without in each case the prior express written consent of NBF.

Economics and Strateqy website 4



https://www.nbc.ca/about-us/news-media/financial-news/financial-analysis.html
mailto:NBC.EconomicsStrategy@nbc.ca

