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Quick Hit — A conservative uprising in Canada!?
Federally and provincially, conservative political parties are making inroads in Canada. It’s the type of movement that, if sustained,
could have material implications for capital markets… for rates and credit of course, but for the currency and equities too. Here’s a
deliberately brief look at what’s going on, federally and across the provincial landscape:
Federal — Having secured a strong majority back in October 2015,
Justin Trudeau’s Liberals today hold 183 of 338 seats in the House of
Commons. But public opinion polls have more generally signaled
growing support for Andrew Scheer’s Conservatives. This trend was
punctuated by a recent by-election, where the Conservatives wrestled
Chicoutimi–Le Fjord away from the Liberals with over 50% of the vote.
The next federal election isn’t scheduled for October 2019, and a lot
can happen before then of course.
Ontario — Doug Ford’s Progressive Conservatives secured 76 of 124 seats
on ~40% support in a June 7th general election (Chart 1). So there’s four
years of conservative majority rule stretched out in front of Canada’s
largest province. Ford’s was a fundamentally different platform relative
to either his NDP or Liberal rivals, focused squarely on tax relief (for
individuals and businesses). Ford, who will be sworn in with his new
cabinet on June 29th, has likewise promised to restore transparency to
financial reporting. There’s no definitive timeline for deficit reduction
and a fully costed fiscal plan is yet to come. Still, Ontarians arguably
opted for the most bondholder friendly option at the ballot box.
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Québec — Ahead of an election scheduled for October 1 , polls show
strong support for the relatively conservative CAQ party (Chart 2). Far
from writing the Liberals off, CAQ priorities include: a new nationalist
project (i.e., a strong Québec inside a strong Canada), increased fiscal
authority (via transfers or tax points), greater control over
language/immigration, lower taxes, a focus on innovation and regional
specialization. The CAQ, which has never governed, has proposed a
taxpayer protection bill and favours a Parliamentary Budget Officer. To
be clear, the incumbent Liberal government has been fairly kind to
bondholders, as evidenced by balanced budgets, a declining debt
burden, healthy job creation/GDP growth, an upgraded credit rating
and relatively tighter spreads (vs provincial peers). Also noteworthy for
investors, support for the separatist PQ party has languished of late.
British Columbia — An interesting case, BC’s May 2017 election saw a
long-standing Liberal government (armed with strong economic and
fiscal credentials) replaced by an NDP minority (supported by a small
handful of Green seats). While there are technically no Progressive
Conservative MLAs in BC, the relatively fiscally conservative Liberals
actually control one more riding than the NDP. Meanwhile, it should be
noted that the NDP said they’d aim for a balanced budget on the
campaign trail and offered up just that in their latest budget, so it’s not
as though fiscal policy has veered suddenly and sharply to the left here.
Alberta — Long considered ‘ground zero’ for the conservative
movement, Albertans broke with tradition in 2015, snuffing out over
four decades of PC rule in favour of the left-leaning NDP. The next
election isn’t exactly around the corner (on or before May 2019), but
the conservative vote has been united—it says so right in the United
Conservative Party’s name. There may not be that many quick/easy
avenues to erase the deficit, but support for Jason Kenney’s UCP (~50%)
may be reflecting Alberta’s natural proclivity for social-economic-fiscal
conservatism and/or a means of expressing growing alienation and

dissatisfaction with the status quo. (Equalization transfers and stalled
pipeline development are but two obvious lightning rods in Alberta.)
Manitoba — Manitobans voted in a Progressive Conservative majority
government in 2016. Notwithstanding ongoing sizeable capital/funding
requirements for Manitoba Hydro, the government’s finances have
begun to improve and there’s a commitment to balance the books by
2024. The Tories continue to enjoy solid support at ~45% vs ~30% for the
NDP based on the latest polling data.
Saskatchewan — The fiscally conservative Saskatchewan Party, voted
into office over a decade ago, remains quite popular under relatively
new leader Scott Moe. No premier had a stronger approval rating in the
Angus Reid Institute’s March survey. The government succeeded in
limiting fiscal fallout from earlier commodity price weakness and
related economic pressure (certainly relative to other oil-levered
provinces) and this low-debt province aims to be back to the black next
fiscal year.
Nova Scotia — On the surface, our narrative might not appear to hold
in Atlantic Canada. In Nova Scotia, for instance, a Liberal government
was re-elected just last year. Note, however, that the Grits were
reduced to a narrower majority (27 of 51 seats). The Progressive
Conservatives seriously closed the gap in popular support and took six
marginal seats away from the Liberals (vs the 2013 vote). As in Québec,
give the current Liberal government its due when it comes to fiscal
management, as balanced budgets and relative debt containment have
placed the credit on an improving trajectory. (S&P assigned a “positive”
outlook to Nova Scotia’s A+ credit rating in September 2017.)
New Brunswick — A provincial election is now less than three months
away (September 24th). Polls generally put the incumbent Liberals in
front, but their lead has shrunk as support for the opposition Progressive
Conservatives appears to have firmed. PC aims/principles include
support for free enterprise, a fiscal plan that minimizes taxation and
individual responsibility/self-reliance. Note that New Brunswick voters
have been somewhat fickle, flipping from PC to Liberal and back again
over the last few general elections.
Newfoundland & Labrador — Another province where polls have
signaled mounting support for the PCs, who were ousted by the Liberals
back in a 2015 election. The provincial Tories have railed against a jobkilling carbon tax, while broader fiscal critiques make it clear they
favour spending restraint and a reduced tax burden. Most recently, the
provincial PCs decried a “conspiracy of silence on Equalization”, related
to the quiet (surprise?) renewal of the existing Equalization formula for
another five years.
Prince Edward Island — PEI has been fairly safe Liberal territory for the
past decade or so. Not all that long ago, Liberal polling numbers were
in rarefied air (as strong as 65% at one point). But by all appearances,
stronger support for the opposition PCs and the Greens has chipped
away at the Liberal lead. As in Newfoundland and Labrador, the next
election doesn’t go until October 2019.

For now, seven of Canada’s ten provinces are ruled by Liberal or NDP governments, while the federal Liberals boast a secure majority
in Parliament. Polls being polls, they may not paint a true picture of how Canadians really intend to vote. Moreover, the affiliation
of a given political party may not tell you how they’d govern, if given the chance. In Canada and elsewhere, you’ll find examples of
notionally leftist or centrist parties that have adopted a conservative fiscal posture. In the same vein, seemingly right-of-centre
parties aren’t necessarily superior fiscal stewards. The empirical record in Canada is mixed; whether on growth, budget metrics or
ratings, results for conservative-stylized governments aren’t always superior. We’re not offering an endorsement here. However, the
adoption of more overtly conservative policies coming from whichever political brand (i.e., lower taxes and a relatively smaller
government footprint) may be what’s needed to restore lost tax competitiveness, attract much-needed business investment and slow
the growth in taxpayer-funded programs and debt that has eroded fiscal sustainability and pressured credit quality in some corners.
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Chart 1: PCs cruise to victory in Ontario

Chart 2: Evolution of public support in Québec
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Important Disclosures
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.
Any opinions expressed herein reflect a trading perspective. NBF, or its affiliates may publish fundamental research on the subject issuer(s), which may reflect a different opinion. This Report is
not produced by the NBF Research Department and has not been reviewed by the NBF Research Department.
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.
National Bank Financial Inc. or an affiliate thereof, owns or controls an equity interest in TMX Group Limited (“TMX Group”) and has a nominee director serving on the TMX Group’s
board of directors. As such, each such investment dealer may be considered to have an economic interest in the listing of securities on any exchange owned or operated by TMX
Group, including the Toronto Stock Exchange, the TSX Venture Exchange and the Alpha Exchange. No person or company is required to obtain products or services from TMX Group
or its affiliates as a condition of any such dealer supplying or continuing to supply a product or service.
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.

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.
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U.S. Residents
National Bank of Canada Financial Inc. (NBCFI), a broker-dealer registered with the U.S. Securities and Exchange Commission and a member of the Financial Industry Regulatory Authority
(FINRA), and a member of the Securities Investor Protection Corporation (SIPC), is distributing this Report in the United States. NBCFI operates pursuant to a 15 a-6 Agreement with its Canadian
affiliate, NBF Inc.
This Report has been prepared in whole or in part by personnel employed by non-US affiliates of NBCFI that are not registered as broker/dealers in the US. These non-US personnel are not
registered as associated persons of NBCFI and are not licensed or qualified as research analysts with FINRA or any other US regulatory authority and, accordingly, may not be subject (among
other things) to FINRA restrictions regarding communications by a research analyst with the subject company, public appearances by research analysts and trading securities held in a research
analyst account.
The author(s) who prepared these Reports certify that this Report accurately reflects his or her personal opinions and views about the subject company or companies and its or their securities,
and that no part of his/her compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this Report as to the securities or companies.
NBF compensates the authors of this Report from a variety of sources, and such compensation is funded by the business activities of NBF including, Institutional Equity and Fixed Income Sales
and Trading, Retail Sales, the correspondent clearing business and Corporate and Investment Banking.
Because the views of its personnel may differ, members of the National Bank Financial Group may have or may in the future issue Reports that are inconsistent with this Report, or that reach
conclusions different from those in this Report. To make further inquiry related to this Report, United States residents should contact their NBCFI registered representative.
This document is intended for institutional investors and is not subject to all of the independence and disclosure standards under FINRA rules applicable to debt research Reports
prepared for retail investors. This Report may not be independent of the proprietary interests of NBF, NBCFI, or their affiliates. NBF, NBCFI, or their affiliates may trade the securities
covered in this Report for their own account and on a discretionary basis on behalf of certain clients. Such trading interests may be contrary to the recommendation(s) offered in
this Report.
HK Residents
With respect to the distribution of this email 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 email 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 email 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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