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Canada Watch
By Warren Lovely, Taylor Schleich and Jocelyn Paquet
With COVID-19 restrictions having ravaged the global economy in 2020, governments from all over the world have been forced to step in to
take on debt to support its citizens and engineer a recovery. Safe to say, you won’t find many countries (exactly zero advanced economies)
whose income statement is on pace to improve in 2020. And while fiscal deterioration is the name of the game in the G-20, Canada holds
the distinction of being the nation whose financial position is expected to worsen the most in 2020 (19.6% of GDP) as per the IMF’s recentlyreleased October Fiscal Monitor. And as can be seen in today’s Hot Chart, the battle for first (rather, last) place isn’t that close. Our closest
rival (the U.K.) will see “just” a 14.6% deterioration.
Put more positively, this also implies that no other country has provided as much fiscal support for the economic recovery as Canada has.
We’re already seeing some the benefits here. The recovery in Canada’s labour market by nearly all measurements has been much stronger
than in the US where fiscal uncertainty and inaction has provided a headwind in recent months. Moreover, Canada's federal government
entered the crisis with fiscal room to spare (less so the for the provinces)—at least if general government net debt was your focus. Even allowing
for this year's outsized shortfall, the IMF puts Canada's general government net debt burden at less than 50%—easily the best among G7
nations. This appears to be something of the key yardstick for the minority Liberals, who have pledged to preserve a debt edge versus other
large, industrialized nations. (To be fair, Canada's advantage isn't anywhere near as impressive in gross debt terms. And if you add private
sector debt to government liabilities, Canada's overall debt load is looking pretty heavy... trailing just Japan and France in the G20.)
Notwithstanding the bevy of financial assets on the balance sheet, Canada's rapid accumulation of public sector liabilities (at both the federal
and provincial levels) have already cost the sovereign one triple-A rating. And it will be for Finance Minister Chrystia Freeland to put rating
agencies and international bond investors at ease via a longer-term fiscal recovery plan. Then again, the Liberals and their NDP allies may
have other priorities in mind.

Canada: Fiscal response to COVID-19 tops G-20 countries
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This Report was prepared by National Bank Financial, Inc. (NBF), (a Canadian investment dealer, member of IIROC), 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. The information is current as of the date of this document. Neither the author nor NBF assumes any obligation to update
the information or advise on further developments relating to the topics or securities discussed. The opinions expressed are based upon the author(s) analysis
and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell 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.
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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.
NBF or its affiliates often act as financial advisor, agent or underwriter for certain issuers mentioned herein and may receive remuneration for its services. As well
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publication and distribution of research Reports, including relevant restrictions or disclosures required to be included in research Reports.
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