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Provi supply: There are fast starts, then there are fast starts 
By Warren Lovely

There are still a few days to cross off the calendar, but January 2026 has 
already proven to be an extraordinary month for provincial bond supply. 
Consider where things stand (based on deals priced as of January 26th): 
10 unique issuers have so far priced 21 issues; with a weighted average 
size of C$1.1 billion, the month-to-date total sits at C$23.7 billion. That’s 
the fastest-ever start to a calendar year for the provincial sector (Chart 1). 
Outsize proceeds owe a major assist to international markets. Bond 
supply trends point to January as having the highest international funding 
share (on average) of any month (Chart 2). While there’s nothing terribly 
unusual about provinces accessing foreign markets, the efficiency of 
these trades remains striking. Quebec and Ontario both tapped the U.S. 
dollar market, with combined proceeds from these two dollar deals 
(>C$11 billion) essentially substituting for a dozen or more ‘green 
banners’ (i.e., regular domestic benchmark deals). And the month isn’t 
over. Manitoba’s inaugural EUR benchmark deal has to be factored in. 
Others are sniffing around the domestic market. So January will likely end 
up as the third largest month of provincial supply on record (Chart 3). 

How are provincial spreads holding up in the face of this supply 
onslaught? Swimmingly. At +42 bps, Ontario’s 10-year constant maturity 
G-spread has tightened ~5 bps this month. You will find Ontario 10s at 
cyclical tights, residing 2.7 standard deviations inside the long run mean 
and (at least) 15 bps ‘rich’ to traditional ‘fair value’ indicators. 
Though it strikes some as counter-intuitive, we’ve long highlighted the 
tendency for chunky supply months to go hand in hand with tighter not 
wider spreads (Chart 4). For one, provinces often issue into strength. 
Then there’s the psychological spread relief that attends jumbo 
international deals (since a CAD-equivalent dollar sourced from foreign 
markets is a dollar domestics needn’t offer up). Call that a ‘zero sum’ 
funding equation, in the same way that current pre-funding theoretically 
reduces the underlying requirement for 2026-27. If only ‘all else was 
equal’. Sadly, geopolitical risk is once-more on the boil, economic growth 
looks tepid, health care/affordability pressures linger, capital needs are 
appreciable and in some cases an election is to be held. Makes the rather 
fast start to the calendar year the smart (and perhaps necessary) move.

Chart 1: Fastest-ever start to calendar year funding 
Gross provincial bond supply by currency: January month-to-date (as of 26th) 

 
Source: NBC, BBG | Note: Based on marketable deals priced as of 26-Jan each year 

Chart 2: January’s foreign currency skew no real surprise 
Average share of gross provincial bond supply by currency & month: 2021-25 

 
Source: NBC, BBG | Note: Based on average monthly supply from 2021-25 (5Y) 
 

Chart 3: Jan-26 likely to end up as 3rd largest month ever 
Gross provincial bond supply: Rank ordering of monthly supply (2015-26) 

 
Source: NBC, BBG | Note: Jan-26 is month-to-date (as of 26th)

Chart 4: The counter-intuitive supply-spread relationship 
Gross provincial bond issuance & domestic spread change: Monthly (2021-26) 

 
Source: NBC, BBG | Note: Monthly from 2021; Jan-26 is month-to-date (as of 26th);  
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General: This Report was prepared by National Bank Financial, Inc. (NBF), (a Canadian investment dealer, member of CIRO), 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.  
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. 
EU Residents: With respect to the distribution of this report in the member states of the European Union (“EU”) and the European Economic Area (“EEA”) by NBC Paris, 
the contents of this report are for information purposes only and do not constitute investment advice, investment research, financial analysis or other forms of general 
recommendation relating to transactions in financial instruments within the meaning of Directive 2014/65/EU of the European Parliament and of the Council of 15 May 2014 
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NBF is not authorised to provide investment services in the EU/EEA. 
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their NBCFI registered representative.  
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