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April’s most extraordinary foreign investors flows

By Warren Lovely

April 2025 was one of the more extraordinary months most market
participants have lived through. President Trump’s ‘Liberation Day’
antics injected tremendous uncertainty into financial markets and all
corners of the globe. Canada was notimmune. So it's perhaps less than
surprisingly that much of our April data looks, well, extraordinary. So it
was with today’s international transactions in securities release.

The most shocking headline: Foreign investors cut their holdings of
Canadian bonds by a whopping $25 billion in April, the second largest
net outflow on record. Interestingly, the dive in non-resident holdings of
Canadian bonds came as foreign investors were ‘taking refuge’ in
Canadian stocks (which isn’t the way this often goes). Meantime,
Canadians sought shelter in U.S. Treasuries... you know, that recently
downgraded sovereign with an increasingly big (but perhaps not-so-
beautiful) budget deficit. You can’t make this stuff up. So what gives?

Keying on foreign flows in Canadian bonds, this is really a primary
market story. (Note: Secondary market flows produced net foreign
buying of Canadian bonds for a 20" consecutive month.) Normally, April
Chart 1: Non-residents unload Cdn bonds (take up our stock)
Non-resident net investment in Cdn bonds & equities/IFs: Jan-88 to Apr-25
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Chart 3: Tariff noise saw new issue machine sputter in April
Non-resident new issue purchases of Cdn bonds: USD-denominated bonds only
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tends to be one of the busiest months of the year when it comes to
Canadian bond issuers tapping foreign currency markets (most notably
USD). But with tariff-related volatility unnerving investors and issuers
alike, the new issue machine sputtered. Meantime, with so many
Canadian bonds now held outside the country, retirements result in an
ever-larger net outflow, which was certainly the case in April.

In the end, this looks less like a foreign ‘buyers strike’ and more like a
temporary ‘issuers boycott’. Temporary being the operative word, since
Canadian bond issuers returned to international markets as tariff
turbulence subsided. The bevy of bond deals more recently brought by
Canadian provinces, Crowns/PSEs and private corporations hint at
scope for a recovery in non-resident holdings, with the surging
Canadian dollar likewise suggests foreign investors are very much
interested in Canada. As a final aside: Digging into these data you will
also find that the Government of Canada saw net foreign buying of its
paper in April, as inflows into GoC T-bills more than offset a modest net
outflow on GoC bonds. Extraordinary yes, but it seems all is not lost.

Chart 2: Dissecting April’s foreign outflow from Cdn bonds
Non-resident net flows in Cdn bonds by transaction type, currency, sector: Apr-25
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Chart 4: Larger non-res holdings mean growing retirements
Non-resident net flows in Cdn bonds via retirements: Monthly plus trend
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