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Liquidity building in Canada’s high-quality MLGA sector

By Warren Lovely

In both primary and secondary markets, Canada’s highly rated municipal
and local government authority (MLGA) sector boasts an enhanced
liquidity profile. Look to new issue supply, total amount outstanding and/or
secondary trading volume and you'll find that records were set in the first
half of 2026. Unprecedented issuance and the resulting growth in the
MLGA bond stock is consistent with a clear (and necessary) focus on
large-scale/strategic infrastructure investment. While all levels of
government in Canada have made capital investment a top priority, the
local government sector is a vital cog in the infrastructure machine.

Chart 1: Primary activity on record-setting pace
MLGA gross bond issuance: YTD basis (Jan-Jun)
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Source: NBC, BBG | Note: Refers to publicly syndicated bond deals

Importantly, the move by municipal and local government authorities to
deliver on/facilitate ambitious capital plans has not destabilized
underlying credit quality. Relative to provinces, MLGA ratings are (on
average) stronger and more resilient/less volatile. Also of note, MLGA
spreads demonstrate low(er) beta characteristics. Notwithstanding
socioeconomic pressures and intense geopolitical noise, MLGA spreads
have proven themselves to be relatively stable in recent years (vs.
competing sectors). Overall, bond investors can view Canada’s growing
stock of MLGA securities as high(er) quality and increasingly liquid.

Chart 2: Growing stock of outstanding MLGA bonds
MLGA bonds outstanding: Sum of 25 issuers
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MLGA bond supply topped $6bin in the first half, standing ~40% higher than 2025:H1. Even
allowing for a seasonal slowdown in the second half (incl. election-related blackouts), a new
calendar year supply record should be set in 2026. (Prior full-year record: $8.7bIn in 2025)

Increased bond supply reflects incremental capital investment to grow/protect/transform local
economies. It has created a deeper pool of outstanding MLGA bonds. At $65bin as of 2026:Q2,
the MLGA bond stock was up 12% Y/Y, having effectively doubled in the past decade.

Chart 3: More bonds being traded than ever before
“Municipal” bond trading volume: YTD basis (Jan-Jun)
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Chart 4: High-quality MLGA spreads exhibit relative stability
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Not surprisingly, record primary supply and an expanding bond stock have supported sector
liquidity, as evidenced by unprecedented secondary bond trading volumes. Over $33bin of
municipal bonds traded hands in the first half of the year, implying an annualized turnover ratio
of >1X. Clients accounted for two-thirds of total trade, on par with other public sectors.

A representative MLGA bond has demonstrated a relatively low level of spread volatility.
Witness a lower coefficient of variation on 10Y spreads than for the bellwether province or
crown in the past year. MLGA securities are generally of high quality, with the average credit

rating having consistently proven more resilient than the provincial average.
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