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Clean up in aisle... GoC

By Warren Lovely

StatCan has dropped the National Balance Sheet Accounts (NBS)
accounts for 2025:Q2, detailing material shifts in ownership and net
absorption of Canadian government debt. Some points to note...

It's clear that Canadian govemments (federal and provincial) have been
creating net new debt at a legitimately speedy rate. Believe it or not, our
governments are issuing debt every bit as fast as in the U.S. (link). This
rapid debt accumulation has been evident even without fully layering in
fresh (though not-yet-fully costed) federal commitments on national
defense among other things. As per the NBS, the federal government
alone tapped debt markets for ~$80 billion in the first half of 2025, topping
5% of GDP (AR), to say nothing of the non-trivial borrowing undertaken
by Canada’s other levels of govemment. A big lift then.

For some time, the Bank of Canada’s balance sheet adjustments/run-off
have required end investors to absorb all marginal GoC debt. lllustrating
the point, the BoC’s ownership share of GoC bonds—which at one point
topped 40%—was down to 18% as of August and not all that far removed
from pre-COVID levels. So a larger share of a rapidly growing debt stock
has been going to end investors, either at home or abroad. Notably,
securities transactions data have hinted at an apparent shift in foreign
attitudes towards CAD-denominated paper. Specifically, an earlier
foreign buying binge all-but-evaporated in first half of 2025. Given this

Chart 1: Canadian government debt up, up and away...
Canadian government financial liabilities: Debt securities by level of government
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Chart 3: Non-residents got cold feet in first half of 2025...
Change in holdings of GoC debt (bonds, T-bills) by investor type: Half-year basis
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‘foreign buyers strike’, domestic investors were forced to absorb the pile
of new GoC debt created in the first half of 2025. Back to the NBS...

One sector, more than any other, is mopping up the GoC market these
days: Canadian banks. The ~$80 billion increase in bank holdings of
federal debt in the last two quarters was unprecedented, equal to total
GoC net issuance. ‘Clean up in aisle GoC’ indeed. Elsewhere, domestic
mutual funds added GoC exposure in the first half, while Canada’s
pension/insurance sector net reduced their holdings of GoC debt.

Beyond (or because of) abundant supply, banks have economic reasons
to hold GoC bonds. Expected returns aside, deposit growth coupled with
lacklustre credit growth (household and commercial) leaves excess
liquidity to deploy. Still, there’s plenty more GoC debt to come, as a
federal budget will make clear. A credible fiscal plan from Ottawa could
convince foreign investors to return to the GoC market, thus
bolstering/broadening demand. Even if non-residents come back,
sustained rapid growth in Canada’s government debt stock might argue
for a degree of regulatory relief (via the leverage ratio). All else equal,
such a move would make it more viable for our banks to continue to do
what they did in the first half: hold more GoC paper, ensuring an effective
and well-functioning debt market. That would be of benefit not only to the
feds but other borrowers and Canadians at large. Food for thought.

Chart 2: ... as evidenced by brisk net borrowing tempo
Canadian government net credit market borrowing: By level of govemment
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Chart 4: ... forcing Canadian banks to clean up GoC market
Holdings of GoC bonds at Canadian banks
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Table 1: Detailed look at absolute and relative holdings of C$5.9 trillion in Canadian debt securities (all sectors)
Market value & share of total holdings: Canadian debt securities by type of paper & holdings by detailed NBS sector (as of 2025:Q2)

Cdn Canadian short-term paper Canadian bonds
debt All Cdn Gov't of Other All Cdn Gov'tof  Provincial Local Other
Holdings (C$bln, market value) securities ST paper | Canada sectors bonds Canada gov'ts gov'ts sectors*

Total all sectors 5,906.0 735.1 300.4 434.6 5,171.0 1,164.0 1,056.7 67.6 2,882.7
Domestically held (incl. monetary authority) 3,586.9 565.5 219.3 346.2 3,021.4 716.4 796.1 58.3 1,450.6
Households & non-profit institutions 1221 9.2 1.4 7.8 112.9 19.8 25.8 13.0 54.3

Corporations 2,990.6 450.7 191.1 259.6 2,540.0 628.6 656.4 39.2 1,215.8
Non-financial corporations 117.1 75.4 25.1 50.2 41.7 8.4 3.6 0.0 29.8

Financial corporations 2,873.6 375.3 165.9 209.4 2,498.3 620.2 652.9 39.2 1,186.0

Bank of Canada 216.6 0.0 0.0 0.0 216.6 205.0 6.8 0.0 4.8

Chartered banks & quasi-banks 650.6 101.1 56.0 451 549.6 136.7 168.9 6.4 237.6
Insurance & pension funds 942.7 75.2 35.7 39.5 867.5 159.6 357.3 26.9 323.7
Total other private financial institutions 746.7 188.1 67.1 121.0 558.6 103.8 115.2 5.9 333.7
Financial gov't business enterprises 316.9 11.0 71 3.9 305.9 15.1 4.7 0.0 286.1

General governments 474 .1 105.6 26.8 78.8 368.6 68.0 113.9 6.1 180.6
Federal general government 55.0 0.3 0.1 0.2 54.6 10.0 0.2 0.0 444
Other levels of general government 276.6 88.3 26.7 61.6 188.3 29.5 66.0 5.2 87.7

Provincial & territorial governments 221.0 75.4 26.6 48.8 145.6 22.5 54.1 0.3 68.8
Local governments 55.6 12.9 0.1 12.7 42.7 7.0 11.9 4.9 18.9

Social security funds 142.6 17.0 0.0 17.0 125.6 28.6 47.6 0.9 48.5
Non-residents 2,319.2 169.6 81.1 88.5 2,149.6 447.5 260.7 9:3 1,432.0

Cdn Canadian short-term paper Canadian bonds
debt All Cdn Gov't of Other All Cdn Gov'tof  Provincial Local Other
Distribution of holdings by security type (%) securities ST paper | Canada sectors bonds Canada gov'ts gov'ts sectors*
Total all sectors 100% 100% 100% 100% 100% 100% 100% 100% 100%
Domestically held (incl. monetary authority) 61% 7% 73% 80% 58% 62% 75% 86% 50%
Households & non-profit institutions 2% 1% 0% 2% 2% 2% 2% 19% 2%
Corporations 51% 61% 64% 60% 49% 54% 62% 58% 42%
Non-financial corporations 2% 10% 8% 12% 1% 1% 0% 0% 1%
Financial corporations 49% 51% 55% 48% 48% 53% 62% 58% 41%
Bank of Canada 4% 0% 0% 0% 4% 18% 1% 0% 0%
Chartered banks & quasi-banks 11% 14% 19% 10% 11% 12% 16% 9% 8%
Insurance & pension funds 16% 10% 12% 9% 17% 14% 34% 40% 11%
Total other private financial institutions 13% 26% 22% 28% 11% 9% 11% 9% 12%
Financial gov't business enterprises 5% 1% 2% 1% 6% 1% 0% 0% 10%
General governments 8% 14% 9% 18% 7% 6% 11% 9% 6%
Federal general government 1% 0% 0% 0% 1% 1% 0% 0% 2%
Other levels of general government 5% 12% 9% 14% 4% 3% 6% 8% 3%
Provincial & territorial governments 4% 10% 9% 11% 3% 2% 5% 0% 2%
Local governments 1% 2% 0% 3% 1% 1% 1% 7% 1%
2% 2% 5% 1% 2%

42% 38% 25% 14% 50%

Social security funds 2% 2% 0% 4%
Non-residents 39% 23% 27% 20%

Tables 2-3: Spotlight on GoC debt holdings, amidst continued BoC run-off (in bonds) & more recent non-resident apathy
Market value & share of Government of Canada Till & bond holdings by select NBS sector (as of 2025:Q2)

Domestic
Insurance
companies
Trusteed
pensions

GoC T-bill holdings

(market value)

Current:  Level (C$bin)
Share (% of total)

Households &
non-fin'l corps

Financial
GBEs
Other levels
security funds
residents

2Q Level chg (C$bin) 14.9 0.0 24.0 15
Share chg (%-pts) 0.0% 0.0% 4.6% -1.0%

Domestic
ex. BoC
Insurance
companies
Trusteed
pensions
Financial
GBEs

GoC bond holdings
(market value)

Level (C$bIn) 1,164.0 205.0 511.4
Share (% of total) 100.0% 17.6% 43.9% 2.4%

Households &
non-fin'l corps

Other levels
security funds
residents

10.0
0.9%

29.5
2.5%

Current:

2Q Level chg (C$bin) 65.7 -17.7 74.6 -1.3 1.4 -4.3
Share chg (%-pts) 0.0% 2.7% 4.2% -0.3% 0.1% -0.5%

Source: NBC, StatCan | Note: Canadian debt securities includes issues denominated in CAD as well as securities denominated in foreign currencies; other Canadian bond sectors includes
corporates, CMB, GBEs, other public sector, etc.; for Tables 2-3, the 2Q changes in holdings and ownership share refer to 2025:H1 (i.e., 2025:Q2 relative to 2024:Q4)
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