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Climate-aligned asset growth continues apace at la Caisse 
By Warren Lovely & Alpa Atha

Canada is home to a dynamic and growing array of public-sector 
entities, a list that includes (but is not limited to) a number of highly 
rated pension asset managers. Here, we offer something of a close-
up on one of the more established names in this class: the Caisse de 
dépôt et placement du Québec (CDPQ). 

Assets ascending 

Established in 1965, CDPQ’s net assets had blossomed to C$390 
billion as of mid-2021 (Chart 1), making it one of the 15 largest pension 
fund managers on the planet. Looking back, net assets reached 
C$100 billion in 2004, hit C$200 billion by 2013 and eclipsed C$300 
billion in 2018. Barring a major setback in the final stages of the year, 
net assets are poised to end 2021 north of C$400 billion—this major 
net asset milestone having been approached quickly. 

Chart 1: CDPQ net assets close in on $400 billion 
CDPQ net assets: Inception to 2021:H1, highlighting select milestones 

 
Source: NBF, CDPQ | Note: 2021 as at 30-Jun 

Beating the benchmark in 2021 & longer term 

The value of depositor holdings at the pension fund manager jumped 
more than C$24 billion in the first half of the year alone, the vast 
majority of that growth spurred by solid investment returns. Indeed, a 
first half investment return of 5.6% bettered the benchmark by some 
120 basis points (Chart 2). 

Chart 2: First half returns topped benchmark by 1.2%-pts 
CDPQ returns by asset class: 2021:H1 

 
Source: NBF, CDPQ 

Real asset returns topped the benchmark by the widest margin in the 
first half, a performance driven by ‘new economy assets’ as the 

portfolio was repositioned. Fixed income was down 1.8% but bettered 
the benchmark thanks to a short duration call, bond market returns 
generally feeling the impact of a ‘swift and substantial rise in rates’. 
The equity asset class, meanwhile, posted a 12.1% half-year gain 
‘benefitting from investor appetite for risk’, returns likewise aided by 
more dynamic management. 

Investment results contributed over C$20 billion to net asset growth 
in the first half of 2021 (Chart 3). CDPQ’s investment strategy has 
secured in excess of C$125 billion over the past five years, where the 
corresponding 8.5% annualized rate of return compares to 8.3% for 
the benchmark. The ten-year rate of return likewise tops the 
benchmark (8.8% vs. 8.3%). Notwithstanding benchmark-beating 
returns, the depositor base is both broad (40+) and stable (the vast 
majority of depositor holdings tied to exclusive legislative mandates). 

Chart 3: Benchmark-beating performance longer term 
CDPQ returns by asset class & net investment results 

 
Source: NBF, CDPQ | Note: Investment results net of operating expenses 

Portfolio diversification & strategic repositioning 

CDPQ undertook a series of strategic global investments in the first 
half, while at the same time continued to support the reopening of 
the Quebec economy. A steady stream of acquisitions/investments 
were outlined in Q3, consistent with an expanding asset base. 

Chart 4: International exposure has grown significantly 
Distribution of CDPQ net assets by country/region 

 
Source: NBF, CDPQ | Note: 2021 as at 30-Jun 

CDPQ’s net assets are increasingly diversified, both geographically 
and by asset class. International exposure has been amped up in 

1987:
$27.3

1995:
$51.4

2004:
$102.4

2013:
$200.1

2018:
$309.5

2021:H1:
$389.7

0
50

100
150
200
250
300
350
400
450

19
66

19
71

19
76

19
81

19
86

19
91

19
96

20
01

20
06

20
11

20
16

20
21

C$bln

-1.8%

4.1%

12.1%

5.6%

-2.0%

0.4%

12.0%

4.4%

-4%

-2%

0%

2%

4%

6%

8%

10%

12%

14%

Fixed Income Real Assets Equities Total

CDPQ return

Benchmark

20.3

126.2

213.0

0
25
50
75
100
125
150
175
200
225
250

0%
1%
2%
3%
4%
5%
6%
7%
8%
9%

10%

2021:H1 5 years 10 years

CDPQ return (L)
Benchmark (L)
Result (R)

C$bln

64 

46 

33 

17 

27 

37 

11 

14 

13 

6 

9 

11 4 

0% 20% 40% 60% 80% 100%

20
10

20
15

20
21

Cda US Eur Asia-Pac LatAm Other



 
 

 
2 

Economics and Strategy 

Market View 

recent years, non-Canadian assets comprising fully two-third of the 
portfolio as of 2021:H1 vs. barely one-third a decade ago (Chart 4). 
Note: Geographic distribution is not to be confused with currency risk. 
Net exposure to the Canadian dollar was 46% at mid-year, followed 
by the U.S. dollar (27%), euro (6%) and pound sterling (3%). Net 
exposure to the Mexican peso, Brazilian real, Indian rupee and 
Chinese yuan was 2% apiece as of June 2021. 

Private equity and infrastructure have accounted for the fastest 
growth in the past five years, both segments expanding in excess of 
170%. Adding real estate, the share of less-liquid assets has increased 
from 27% in 2015 to 37% as of mid-2021. Mind you, a sizeable and 
growing liquidity reserve defuses liquidity risk. Cash and high-quality, 
liquid government securities were worth roughly C$60 billion at the 
end of June (vs. ~C$50 billion at the end of last year).  

Chart 5: Private equity & infra portfolios expand quickest 
Distribution of CDPQ net assets by asset class: 2021:H1 

 
Source: NBF, CDPQ 

A clear and growing focus on climate change 

A new climate strategy was announced in late September, part of the 
organization’s ever-growing emphasis on sustainable investing. The 
strategy extends some pre-existing goals (e.g., carbon intensity and 
low-carbon investments) (Charts 6/7), while simultaneously placing a 
new focus on transition and also confirming a full exit from oil 
production. Refer to Topic Box 1 for details of the new strategy. 

Complementary initiatives like Equity 253 aim to advance corporate 
diversity/inclusion, while a C$4 billion investment envelop helps 
various Quebec businesses cope with ongoing COVID-related 
pressures. 

Chart 6: CDPQ exceeded initial carbon intensity targets 
CDPQ portfolio carbon intensity & climate strategy targets 

 
Source: NBF, CDPQ | Note: Carbon-intensity reduction targets are relative to 2017 level 

 
Chart 7: An expanding pool of low carbon investments 
CDPQ low carbon investments, including latest climate strategy target 

 
Source: NBF, CDPQ | Note: 2025 target is 3X the 2017 level 

Issuance strategy evolves, broader investor base sought 

Consistent with growing climate sensitivity, CDPQ launched its first 
ever Green Bond in May 2021 (CADEPO USD1 billion 1% 05/2026). This 
inaugural green financing was issued pursuant to an April 2021 Green 
Bond Framework (link) that received a second-party opinion from 
Sustainalytics (link). 

The CDPQ’s spring green bond was distributed broadly (Chart 8) and 
represents the sole bond issuance this year… at least so far. We’d 
note that CDPQ’s issuance strategy calls for ‘regular benchmark 
issuance’, predominantly in USD but potentially in EUR or CAD, 
depending on underlying market conditions. Any prospective move to 
issue outside the U.S. would presumably be consistent a stated desire 
to ‘increase and diversity the investor base globally’. 

Credit fundamentals as solid as ever 

CDPQ’s credit fundamentals remain well supported. Top-tier and 
stable credit ratings are a hallmark here, as at select other large 
Canadian public-sector entities. Refer to Topic Box 2, page 3 for 
recent credit rating agency comments. 

There are currently US$11.5 billion of marketable bonds outstanding 
(Chart 9), three quarters of which are due to mature before the end of 
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Topic Box 1: CDPQ’s New Climate Strategy 
(Announced 28-Sep-2021) 

With a fresh climate strategy, CDPQ aims to do its part to address climate 
change. Updated targets build on success initiated via a 2017 climate 
strategy and are consistent with a broader objective of achieving a net-
zero portfolio by 2050. 

The latest strategy is comprised of four main pillars: 

1. Triple holdings of green/low-carbon assets to C$54 billion by 2025, 
using Climate Bonds Initiative criteria for asset selection; 

2. Achieve a 60% reduction in carbon intensity of the total portfolio by 
2030, relative to 2017 intensity; 

3. Create a C$10 billion ‘transition envelop’ for decarbonizing the real 
economy, targeting sectors such as raw materials production, 
transportation, agriculture; 

4. Complete exit from oil production by end of 2022 in order to avoid 
contributing to growth in global oil supply, with related assets 
currently 1% of CDPQ portfolio (~C$4 billion). 

Details of the 2021 climate strategy can be found here. Additionally, the 
2020 Stewardship Investing Report can be accessed here. 

 

https://www.cdpq.com/sites/default/files/medias/pdf/en/CDPQ_GreenBond_Framework_EN.pdf
https://www.cdpq.com/sites/default/files/medias/pdf/en/CDPQ_GreenBond_Framework_SPO2021.pdf
https://www.cdpq.com/sites/default/files/medias/pdf/en/climate_strategy.pdf
https://www.cdpq.com/sites/default/files/medias/pdf/en/rid2020_rapport_investissement_durable_en.pdf
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2025. Adding in short-term outstandings (primarily sourced from the 
U.S.), CDPQ’s total senior debt ratio remains comfortably below the 
10% Board-established limit (Chart 10). 

Chart 8: CDPQ launched first-ever green bond in May 
Primary distribution of US$1 billion CADEPO 1% 05/2026 green bond offering  

 
Source: NBF, CDPQ 

 
Chart 9: For now, all outstanding bonds denominated in USD 
CDPQ outstanding term notes 

 
Source: NBF, CDPQ, Bloomberg | Note: All bonds currently denominated in USD 

 
Chart 10: Debt ratio consistently & considerably below limit 
CDPQ senior debt ratio (fair value) 

 
Source: NBF, CDPQ | Note: 2021 as at 30-Jun

As previously noted, a sizeable liquidity buffer remains, while stress 
testing implies substantial asset coverage (17X) relative to senior 
unsecured debt in the face of a severe stress event. Refer to CDPQ’s 
Interim Consolidated Financial Statements, as at 30-Jun-2021, for 
additional details on risk metrics. 

All told, CDPQ remains a fundamentally strong credit, with a proven 
performance record and scope for continued, climate-sensitive asset 
growth. Having long-ago established a name for itself in U.S. debt 
capital markets, it may be time to consider issuing in other core 
currencies, namely CAD and/or EUR. 

With markets still awash in excess liquidity, there appears ample 
scope to accommodate marginal issuance, today’s tight credit 
spreads testifying to underlying investor demand. We’d note that 
Canada’s domestic bond market is currently seeing provincial bond 
issuance projections marked down massively as budget deficits 
evaporate. With gross provincial bond requirements down as much 
as 40% vs. earlier budget projections, Canadian dollar bond investors 
may be casting about for alternative product. For investors hungry for 
high quality, attractively priced AAA-rated product, CDP Financial 
and select other public-sector entities would appear to have a 
growing role to play.
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Topic Box 2: CDPQ Credit Rating Developments 

For as long as CDPQ has been issuing debt, via explicitly guaranteed CDP 
Financial Inc. (Bloomberg ticker: CADEPO), long-term credit ratings have 
been top-notch and stable. Recent rating affirmations reiterated core 
credit strengths, namely: low leverage, ample liquidity, captive depositor 
base, astute risk management, strong governance, demonstrated 
independence, solid investment track record and creditor priority vs. 
depositors. 

S&P: AAA/A-1+, ‘Stable’ outlook | Stand-alone credit profile ‘aaa’ 

“The stable outlook reflects … expectation that Caisse de depot et 
placement du Quebec will continue to realize good medium-term 
investment returns, liquidity levels will not materially weaken, leverage will 
remain low and manageable, and risk management practices will remain 
sound in the next two years. It also reflects our belief that CDPQ will remain 
independent of the provincial government.” [13-Sep-2021 rating report] 

Moody’s: Aaa/P-1, ‘Stable’ outlook | Baseline credit assessment ‘aa2’ 

“[Rating/BCA] reflects the pension asset manager’s strong liquidity and 
predictability of future cash flows, as well as sound financial policies and 
low leverage. CDPQ's BCA is further supported by our positive view of its 
funding profile because as a pension asset manager, in contrast to a 
public pension plan, it does not have a direct funding obligation to 
pensioners.” [25-Jun-2021 credit opinion] 

DBRS Morningstar: AAA/R-1(high), ‘Stable’ outlook 

“The ratings are supported by a legislative framework that results in a 
substantial and captive asset base, a low-recourse debt burden, ample 
liquidity, and strong operating performance.” [2-Jul-2021 rating report] 

Fitch: AAA/F1+, ‘Stable’ outlook 

“CDPQ's ratings reflect its exceptionally strong asset overcollateralization 
and liquidity levels, the creditor priority of debtholders to pensioners, the 
captive nature of inflows, its experienced management team, solid 
investment track record, strong corporate governance, and a supportive 
operating environment and regulatory framework. The ratings also reflect 
CDPQ's role as an investment manager, which means it is not directly 
responsible for the payment of pension obligations… this profile is 
incrementally favorable relative to peers that are pension funds.” [8-Jul-
2021 rating action commentary] 

 

 

https://www.cdpq.com/sites/default/files/medias/pdf/en/2020-30_juin_2021_consolidated_financial_statements_en.pdf
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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.   

mailto:alexandra.ducharme@nbc.ca
mailto:angelo.katsoras@nbc.ca
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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 70 St. Mary Axe, London, EC3A 8BE.  

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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