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We wish you a merry Christmas and a happy new QBS
By Taylor Schleich

Today, the Bank of Canada published its Quarterly Bond Schedule for the fiscal fourth quarter (i.e. January to March). This release comes after
the Government of Canada’s budget update last week, which signalled a decline in full-year bond issuance relative to earlier guidance. While
the Omicron COVID-19 variant is ratcheting up the uncertainty in Canada and worldwide, this release was as steady and predictable as you
could hope for. As expected, there’s not much of a change in terms of the auction profile. The number of auctions in all sectors will remain
unchanged. And while the QBS doesn’t attach amounts to each planned auction, an updated fiscal year target combined with three quarters
of issuance in the books allows us to project the quarterly lift with some precision. After Monday’s 10-year auction (the last of the calendar
year), we’re exactly $60.3 billion shy of the $255.4 billion fiscal year guidance. With $31 billion GoC bonds due to mature in February and March,
that’s nearly $30 billion in net supply. Given that we had a lighter maturity schedule in this outgoing quarter, Jan-Mar will actually see less net
issuance than in Oct-Dec so the coming lift should remain manageable (even with the BoC no longer growing its bond holdings).
What does the new QBS mean for each sector of the Canada curve? Unfortunately for our 2-year traders, auction sizes here look like they’ll
remain unchanged at $3.5 billion which will lead to a full-quarter tally that will be the lowest of the COVID era. As we wrote a few weeks ago,
it will be hard for 2-year repo squeezes to permanently abate without pressing harder on the supply pedal. For the second straight quarter,
we’ll see two $3 billion 3-year auctions, while the two 5-year auctions should be cut in size modestly (by $500 million). Meanwhile, as was clear
in the GoC’s Debt Management Strategy update, the term-out remains in full effect. 10-year auction sizes are poised to rise by $1 billion (versus
the most recent issue) and for the first time in the BoC’s published auction history (back to 1998), 10-year issuance will outpace 2-year issuance
this fiscal year. Finally, the long-end auction profile will remain intact as we’ll once again get three $2 billion long bond auctions and a single $1
billion ultra-long bond auction. As usual, there will be an RRB issue thrown in the mix, this time for $300 million.
Then there is the long-awaited green bond. Green issuance, originally announced back in last year’s Fall Economic Statement, is expected to
come in the final fiscal quarter of 2021-22 “subject to market conditions”. However, today’s auction schedule didn’t provide any details here as
it looks like the inaugural issue will come via syndication. Over time, as the GoC green market develops, we could see the government transition
green issuance to an auction format but that doesn’t appear to be the case this time. As we’ve noted previously, the term of the upcoming
green bond has not been disclosed but we expect it to come in the relatively low-risk 5-year sector.

Table 1: Visualizing next quarter’s auction schedule

Table 2: Backing out Q4 issuance by tenor

Auction dates by tenor of issuance in 2021-22:Q4

Tenor

January

2Y

13-Jan

3Y

20-Jan

5Y

12-Jan

February
2-Feb | 17-Feb

March

Count

2021-22 GoC issuance totals by fiscal quarter (Q4 is a projection)

Oct-Dec

Sector

Q1

Q2

Q3

Q4

Total

21.0

17.5

14.5

14.0

67.0

6.0

6.0

29.0

10-Mar

4

4

2-year

17-Mar

2

2

3-year

9.0

8.0

2

2

10-Feb

5-year

12.0

11.0

9.0

8.0

40.0

10-year

21.0

21.0

17.0

20.0

79.0

30-year

9.0

9.0

6.0

6.0

30.0

10Y

6-Jan

3-Feb | 28-Feb

14-Mar

4

4

30Y

27-Jan

24-Feb

31-Mar

3

3

RRB

0.4

0.3

0.4

0.3

1.4

RRB

9-Mar

1

1

Ultra-long

1.0

1.0

1.0

1.0

4.0

Ultra-long

23-Mar

1

1

Green

0.0

0.0

0.0

5.0

5.0

6 auctions

17*

17

Total

73.4

67.8

53.9

60.3

255.4

Count

5 auctions

6 auctions

Source: NBF, BoC | *Note: Confirmed auctions only (i.e. excludes expected green bond).

Source: NBF, BoC, GoC | Note: Green bond issue not confirmed.

Chart 1: Issuance to rise for the first time since peak COVID

Chart 2: The term out has continued in full force this year

Gross bond issuance by quarter
120
$bln
100

Share of nominal issuance by major tenor: Pre-COVID vs. FY:2020 vs. FY:2021
50%
share of nominal issuance
Pre-covid
FY:2020
FY:2021
45%
Pre-COVID WAT = 5.1 years
FY:2020 WAT = 7.0 years
FY:2021 WAT = 9.4 years

40%
35%

80

30%
60

25%
20%

40

15%
10%

20

5%
0

0%
2015

2016

2017

2018

2019

2020

2021

Source: NBF, BoC, GoC | Note: Jan-Mar 2022 represents NBF estimates

2022

2Y

3Y

5Y

10Y

30Y+

Source: NBF, BoC, GoC | Note: Pre-COVID is 2017-18 to 2019-20. WAT is weighted avg. term

1

Market View
Economics and Strategy

Economics and Strategy
Montreal Office
514-879-2529

Toronto Office
416-869-8598

Stéfane Marion

Matthieu Arseneau

Chief Economist and Strategist
stefane.marion@nbc.ca

Deputy Chief Economist
Senior Economist
matthieu.arseneau@nbc.ca paulandre.pinsonnault@nbc.ca

Paul-André Pinsonnault

Warren Lovely
Chief Rates and Public Sector Strategist
warren.lovely@nbc.ca

Kyle Dahms

Daren King

Jocelyn Paquet

Taylor Schleich

Economist
kyle.dahms@nbc.ca

Economist
daren.king@nbc.ca

Economist
jocelyn.paquet@nbc.ca

Rates Strategist
taylor.Schleich@nbc.ca

Alexandra Ducharme

Angelo Katsoras

Alpa Atha

Economist
alexandra.ducharme@nbc.ca

Geopolitical Analyst
angelo.katsoras@nbc.ca

Fixed Income Economist
alpa.atha@nbc.ca

General
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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
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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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
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any loss suffered by you in reliance of such information.
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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
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