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Canada enjoys foremost fiscal freedom (as per IMF) 
By Warren Lovely & Ethan Currie 

We were treated to the IMF’s latest World Economic Outlook (WEO) today. And while a sister publication, the Fiscal Monitor, arrives with a one-
day lag, the WEO nonetheless reveals how the IMF sees government financial health evolving across the globe. There’s some interesting and 
encouraging news for Canadians, made all the more relevant by the fact that the federal government in Ottawa utilizes the IMF’s international 
debt comparisons when setting/outlining its key ‘fiscal anchors’. 

So what does the IMF have to tell us? For starters, Canada’s general government sector (which is a concept that covers all levels of government 
plus social security) has a pronounced budgetary edge vs. G7 peers. There’s been more rapid fiscal repair here. Before fully ascribing fiscal 
traction to a couple of years of heady nominal GDP growth, consider that Canada’s general government sector has a comparatively modest 
structural imbalance (just -0.5% of potential GDP as of 2023). Unlike other large, advanced nations, the IMF sees Canada’s structural deficit 
being erased by 2028. As for the closely watched debt metrics, Canada’s edge is better than ever and expected to only grow over time. The 
IMF puts Canada’s general government net debt-to-GDP ratio at a relatively skinny 14% as of 2023. The G7 average? Well, it’s currently 95% 
and set to turn one hundred in short order. For those familiar with the IMF’s estimates on net debt, you’ll perhaps notice a non-trivial revision to 
Canada’s net debt load. That captures a move to market valuation for financial assets, boosting the country’s already large pool of financial 
assets. Not for nothing, financial assets are netted from gross debt to arrive at net debt. Lest we Canadians get too cavalier, we must 
acknowledge that our gross debt-to-GDP ratio isn’t nearly as impressive, which is something credit rating agencies tend to take note of. 

Still, for investors placing any emphasis on how one nation’s finances stack up against key peers, the IMF’s fresh outlook shows Canada with 
the foremost fiscal freedom in the G7, particularly once you control for the nation’s large and growing stockpile of financial assets.  

Chart 1: Canada’s general gov’t sector sops up red ink 
General government net lending/(borrowing) 

 
Source: NBF, IMF 
 
 

Chart 2: Canada more structurally sound than G7 peers 
General government structural balance: 2023 & 2028 

 
Source: NBF, IMF 
 

 

Chart 3: No comparison on net debt (but gross debt another story) 
General government gross & net debt-to-GDP ratio: 2023 

 
Source: NBF, IMF | Note: Net debt = Gross debt less financial assets 
 
 

Chart 4: Canada’s net debt edge is new, improved, growing 
General government net debt-to-GDP ratio 

 
Source: NBF, IMF | Note: Prior estimates for CAN from IMF WEO Oct-22 database 
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There’s no shortage of gross debt in Canada’s general government sector, but when it comes to 
the net debt burden—a noted fiscal anchor in Ottawa—we’ve been best in the G7 since 2005. 

Fresh IMF data show Canada with a new-and-improved net debt-to-GDP ratio, our nation’s 
advantage over a more profligate U.S. (or the G7 as a whole) only expected to grow over time. 

After falling deep in the red to fight the pandemic, Canada’s general government sector has 
staged a most impressive recovery, with increasingly negligible net borrowing vs. key peers. 

Explosive nominal growth in 2021-22 won’t be repeated, but Canada’s general government 
sector has a smaller structural deficit to work down, the gap vs. the U.S. particularly striking. 
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Chart 5: A different approach to valuing financial assets 
Canada general government select financial assets: StatCan & IMF estimates 

 
Source: NBF, StatCan, IMF | Note: SC are avgs of qtrly data; IMF are inferred annuals 
 
 
 

Chart 6: Closer examination of general gov’t financial assets 
Canada general government select financial assets by sector/type: 2022:Q4 

 
Source: NBF, StatCan | Note: Market value; figures in [:] are share of GG total 
 
 
 
 

Chart 7: A broader snapshot of NET debt burdens in advanced world 
General government net debt-to-GDP ratio: 2023 

 
Source: NBF, IMF | Note: Results for 33 advanced nations from IMF WEO (Apr-23); weighted average for select country groups denoted by patterned fill 
 

Chart 8: A broader snapshot of GROSS debt burdens in advanced world 
General government gross debt-to-GDP ratio: 2023 

 
Source: NBF, IMF | Note: Results for 40 advanced nations from IMF WEO (Apr-23); weighted average for select country groups denoted by patterned fill 
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As for the restated net debt ratio, it reflects a different asset valuation method. By adding 
~$500bln to financial assets, the net debt ratio dropped >15%-pts as of 2022 vs. prior estimates. 

Rapid asset growth in the social security system (CPP/QPP) is a big part of the net debt edge, 
but an even larger stockpile of financial assets at the provincial level aids net debt metrics here. 
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IMF’s country specific notes on Canada’s general government finance statistics: 

Source: Ministry of Finance or Treasury. Some historical data is also from National Statistics Office 

Latest actual data: 2022 

Notes: Fiscal data are on a calendar year basis. Canada’s net debt corresponds to net financial liabilities as reported by Statistics Canada 
and includes equity and investment fund shares, which Canada has built up substantially. Statistics Canada has made a recent 
methodological change to value assets at market value instead of book value, which has decreased net debt. 

Fiscal assumptions: Projections use the baseline forecasts from the Government of Canada’s Fall Economic Statement 2022 and the latest 
provincial budgets. The IMF staff makes some adjustments to these forecasts, including those for differences in macroeconomic projections. 
The IMF staff’s forecast also incorporates the most recent data releases from Statistics Canada’s National Economic Accounts, including 
quarterly federal, provincial, and territorial budgetary outturns. 

Reporting in calendar year: Yes 

Start/end months of reporting year: January/December 

GFS Manual used: Government Finance Statistics Manual (GFSM) 2001 

Preliminary data: Based on quarterly data 

Basis of recording: Accrual 

General government includes: Central Government; State Government; Local Government; Social Security Funds; Other 

Valuation of public debt: Face value 

Instruments included in gross and net debt: Securities Other than Shares; Loans; Other Accounts Receivable/Payable; Other. Gross debt 
includes debt securities, loans, life insurance and pension, and other accounts payable but excludes unfunded pension liabilities. Net debt is 
estimated as gross debt minus financial assets which include currency and deposits, debt securities, loans, equity and investment fund 
shares, and accounts receivable. 

Primary domestic currency: Canadian dollar 

Data last updated: 03/2023  

 

NBF Note: For additional information refer to the IMF (http://www.imf.org)  
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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 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. 

US 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 US Institutional Investors only.   

This report is not subject to US 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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