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C$ bond issuance: Ready, set, fund! 
By Warren Lovely / Taylor Schleich 

You know that old expression, “it’s a marathon not a sprint”? Well, when it comes to C$ bond issuance, it just might be both, as a relatively 
brisk pace of supply will likely need to be maintained throughout 2021 and beyond. Here, we offer some high-level perspective on how much 
bond supply to expect this calendar year (and from which issuers/sectors). 

Government of Canada – Let’s get some caveats out of the way. First, Ottawa structures its bond program on a fiscal year basis, whereas 
our focus here is calendar year. Second, there remains tremendous uncertainty as it relates to federal finances. Third, the GoC bond program 
could be heavily influenced by changes in short-term outstandings, since T-bills comprise a larger share of federal debt. Last year saw just 
over C$320 billion of domestic Canada bonds auctioned. Converting our earlier forward-looking analysis (link) to calendar 2021 might imply a 
near-steady pacing (i.e., C$315 billion gross GoC supply for 2021). If there aren’t as many T-bills to term out (as appears likely), bond supply 
could be biased lower. Of course, marginal federal action tied to fresh virus restrictions could add to requirements. Notwithstanding these 
moving pieces, it’s almost certain more risk will be auctioned in 2021, as the average term of supply is stepping out (5.4 years in 2019, 6.4 years 
in 2020 and a projected 8.1 years in 2021). How meaningful is net supply to end investors? Well there’s an enormous wild card in the form of 
BoC QE pacing. At the current C$4 billion weekly clip, the C$315 billion of gross supply we’re talking about wouldn’t leave even a single bond 
available to end investors, net of maturities (i.e., the overall increase in BoC holdings would more than offset net bond supply). Refer to Chart 
1. Thus, the BoC ownership share will continue to march higher unless (or until) the QE pace moderates, as we firmly believe it must (Chart 2). 
Since the GoC will auction more risk, the BoC could slow its QE pace while continuing to provide disproportionate support via a longer average 
term of purchases. All this to say, there’s seemingly a heaping plate of GoC bonds to be served up in 2021. But only scraps will be available to 
end investors after the BoC is finished. This ongoing scarcity of net product will serve to limit the back-up in yields, ceteris paribus. In terms of 
novel developments, 2021 looks to kick off Canada’s sovereign green bond program, with more details to come this spring. 

Canada Mortgage Bonds – In case you missed the official announcement over the holidays, CMHC has reverted to a C$40 billion annual limit 
for new CMB guarantees. So this is one area where 2021 gross supply will be stepping down materially, relative to the C$53 billion minted last 
year. The BoC may have discontinued its CMB purchase program but strip out maturities and net supply will be immaterial. Moreover, the 
concentrated nature of CMB maturities/cash flows will once again trigger a few key periods of outsized investor demand and related term 
extension trades, the first coming mid-March. Consistent with Canada’s broader ESG movement, CMHC is considering a sustainability bond.   

Provincial governments – We’ve outlined our thinking on provincial bond supply a few times already (including here). Gross supply looks to be 
taking aim at C$150 billion in 2021—not too dissimilar from what was issued in calendar 2020. Official guidance (admittedly on a fiscal year 
basis) showed larger requirements in Ontario and Québec, against smaller needs for Alberta. Of course, there’s quite of bit of uncertainty 
related to the fiscal outlook, so borrowing guidance could evolve materially in spring budgets. As it stands, our ~C$150 billion calendar year 
projection refers to issuance in all currencies. A non-trivial slice (25-30%) looks to be diverted to international markets, a movement that kicked 
off last week via an Ontario sterling trade. Call it ~C$110 billion in domestic provincial issuance for calendar 2021, or roughly C$9 billion/month 
on average, remaining roughly double the pre-virus run rate. There’s only C$33 billion of domestic provincials maturing this year, so net supply 
(C$75+ billion or 3½% of GDP) would be nothing to sneeze at. Mind you, with the BoC cleaning up so much GoC supply (and also still buying 
provi bonds direct), we anticipate ample underlying investor demand for provis in 2021, resulting in tighter not wider spreads a year from now. 

Municipal governments – In muni land, it tends to be about capital programs and (in select cases) refinancing requirements. We see C$5.5-
6.5 billion of gross municipal bond supply for 2021. That’s syndicated supply, excluding Québec muni auctions. There’s a bit less than C$4 billion 
of muni bonds maturing this year. Implied net issuance, at C$2+ billion, could land a bit north of the pre-COVID trend (which was closer to C$1.5 
billion) but would not materially pressure the muni basis in our opinion. To us, munis remain a low-risk avenue for securing marginal spread. 

Chart 1: How many GoC bonds to Street? Little to none 
Gross GoC supply & resulting net issuance to Street (i.e., excl BoC): 2021 

 
Source: NBF, Bank of Canada | Note: Lines refer to different QE scenarios

Chart 2: BoC’s footprint risks getting too heavy 
BoC ownership of GoC bonds based on current QE pace (i.e., C$4bln/wk) 

 
Source: NBF, Bank of Canada | Note: Share of outstanding GoC domestic bonds
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https://www.nbc.ca/content/dam/bnc/en/rates-and-analysis/economic-analysis/market_view_201202b.pdf
https://www.nbc.ca/content/dam/bnc/en/rates-and-analysis/economic-analysis/market_view_201125.pdf
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Table: Historical perspective on Canada’s domestic bond issuance (select sectors) 
Gross C$ bond supply by sector/issuer/tenor: Latest three months to December 2020 & calendar year totals for reference 

 

NBF Domestic Bond Tracker
Monthly issuance Prior yr Calendar year sum

C$billion Dec-20 Nov-20 Oct-20 Dec-19 2020 2019 2018 2017

Government of Canada 21.4 24.0 52.0 3.0 321.2 114.0 105.0 139.9

2Y 5.0 15.0 14.0 3.0 117.0 48.0 49.2 61.5

3Y 4.0  - 12.0  - 49.3 16.4 11.7 25.7

5Y 4.0 4.0 10.0  - 73.9 30.6 25.4 30.7

10Y 5.0 5.0 10.0  - 56.9 12.6 13.5 15.0

30Y Nominal 3.0  - 6.0  - 23.0 4.2 3.0 3.5

30Y RRB 0.4  -  -  - 1.1 2.2 2.2 2.2

Weighted avg term (yrs) 9.1 4.2 7.6 2.0 6.4 5.4 5.3 5.2

Canada Housing Trust 5.5 6.3  - 5.3 53.0 40.0 39.8 40.0

5Y Fixed 5.5  -  - 5.3 32.0 21.5 21.5 21.0

5Y FRN  - 2.0  -  - 6.0 9.8 9.5 9.8

10Y Fixed  - 4.3  -  - 15.0 8.8 8.8 9.3

Provincial governments 5.6 6.3 4.1 2.1 108.3 57.8 60.4 54.6

Ontario 1.6 2.0 2.3 0.8 40.7 25.3 26.7 22.7

Québec 1.7 2.7 0.6 0.5 24.2 14.4 11.5 11.6

British Columbia 1.0  - 0.5 0.5 10.3 2.9 3.5 2.5

Big-3 (Ont, Qué, BC) 4.3 4.7 3.4 1.8 75.2 42.6 41.7 36.7

Alberta 0.8  - 0.7  - 15.4 5.7 7.0 8.5

Saskatchewan  - 0.6  -  - 4.3 1.9 2.6 3.0

Newfoundland & Lab. 0.5 0.3  -  - 3.0 1.6 1.9 1.1

Oil-levered (Alta, Sask, N&L) 1.3 0.9 0.7  - 22.6 9.2 11.4 12.5

Manitoba  - 0.3  - 0.3 5.8 2.9 5.4 3.3

Maritimes (NB, NS, PEI)  - 0.4  -  - 4.7 3.2 2.0 2.1

Public 5.6 6.3 4.1 2.1 102.9 55.7 54.1 49.2

Private / MTN / Auctions  -  -  -  - 5.3 2.0 6.3 5.5

Fixed 5.6 6.3 4.1 2.1 107.5 57.1 55.1 50.6

Floating  -  -  -  - 0.8 0.6 5.3 4.0

1-5Y  - 1.0  -  - 23.5 7.0 11.9 8.8

6-10Y 4.0 2.8 3.6 1.8 49.8 24.9 25.5 21.8

>10Y (i.e. longs) 1.6 2.6 0.5 0.3 35.1 25.9 23.1 24.0

Weighted avg term (yrs) 10.5 17.0 15.7 21.4 16.4 19.3 17.2 18.5

International issuance 0.1 3.9 3.6  - 40.9 27.8 20.4 29.6

Prov'l total (incl non-C$) 5.6 10.2 7.7 2.1 149.2 85.5 80.9 84.3

Municipal governments 0.1  - 0.7 0.1 5.4 5.3 5.1 4.0

Notes: Figures represent gross bond supply; issuance totals based on par amount; deals recorded as per issue date;
unless otherwise noted, figures refer to C$-denominated issues only; provincial figures include issuance by guaranteed entities;
provincial international issuance presented for reference purposes, converted to C$-equivalent amounts at prevailing exchange rates;
municipal government issuance refers to publically syndicated deals only
Source: NBF, Bank of Canada, provincial governments, Bloomberg
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General 

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.  

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. 

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 
NBF and its affiliates and/or their officers, directors, representatives, associates, may have a position in the securities mentioned herein and may make purchases 
and/or sales of these securities from time to time in the open market or otherwise.  NBF and its affiliates may make a market in securities mentioned in this 
Report.  This Report may not be independent of the proprietary interests of NBF and its affiliates. 

This Report is not considered a research product under Canadian law and regulation, and consequently is not governed by Canadian rules applicable to the 
publication and distribution of research Reports, including relevant restrictions or disclosures required to be included in research Reports.   
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UK Residents 

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 subject to any prohibition on dealing ahead of the dissemination of investment research. In respect of the distribution of this 
Report to UK residents, NBF has approved the contents (including, 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 recommendation, or investment, legal or tax advice.  NBF and/or its 
parent and/or any companies within or affiliates of the National Bank of Canada group and/or any of their directors, officers and employees may have or may 
have had interests or long or short positions in, and may at any time make purchases and/or sales as principal or agent, or may act or may have acted as 
market maker in the relevant investments or related investments discussed in this Report, or may act or have acted as investment and/or commercial banker 
with respect hereto. The value of investments, and the income derived from them, can go down as well as up and you may not get back the amount 
invested.  Past performance is not a guide to future performance.  If an investment is 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 form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for 
the securities described herein nor shall it or any part of it form the basis of or be relied on in 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 authorised and regulated by the Financial Conduct Authority and has its registered office at 71 Fenchurch Street, London, EC3M 4HD.  

NBF is not authorised by the Prudential Regulation Authority and the Financial Conduct Authority to accept deposits in the United Kingdom. 

U.S. Residents 

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; (ii) 
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. 
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