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Canada: A pension advantage in an aging world

Canada Watch
The release of Marsh's (formerly Mercer) latest Global Pension Index highlights an increasingly difficult intergenerational trade-
off as elevated bond yields and aging populations squeeze public finances. Governments face mounting demands from younger
households for housing, infrastructure and cost-of-living relief, just as pension and healthcare expenditures are set to rise. With
debt-servicing costs also absorbing a growing share of revenues, the fiscal room to satisfy both generations is narrowing. The
challenge is particularly acute in countries relying heavily on pay-as-you-go pension systems, where a shrinking working-age
population must support a growing number of retirees. Bringing together Marsh's pension-sustainability scores and OECD data
on public pension spending and demographics helps illustrate the scale of the challenge. As today’s Hot Chart shows, Canada
stands out among its G7 peers, with the highest pension-sustainability score, relatively low public pension spending and a more
favourable demographic profile. This advantage partly reflects Canada's greater reliance on funded pension arrangements,
which reduces its exposure to demographic pressures compared with systems that depend more heavily on current workers'
contributions to finance retirement benefits. While Canada is not immune to aging-related pressures, it enters this adjustment
from a stronger position than many European economies. For the latter, delaying reform risks turning an already difficult fiscal
sustainability challenge into a broader issue of intergenerational fairness and social cohesion.

Canada: A pension advantage in an aging world
Public pension spending versus overall retirement-system sustainability; bubble size reflects dependency ratios*

Source: * Number of individuals aged 65 and over per 100 people aged between 20 and 64 (as of 2024)
NBC Economics and Strategy (data via Marsh and OECD)
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https://www.nbc.ca/about-us/news-media/financial-news/financial-analysis.html
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