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FX reserves managers may be wondering just where to hide

By Warren Lovely

While admittedly stale (being lagged one full quarter), the IMF’s quarterly
Currency Composition of Official Foreign Exchange Reserves release
provides a window into how some of the world’s most defensive investors
are thinking about relative risks.

As expected, the IMF’s latest quarterly tally showed the USD’s share of
total FX reserves edging down in 2026:Q2. At 56.7%, the big dollar’s
share was just a hair’s breadth away from an all-time low (Chart 1). As a
reminder, the current low-water mark (56.5%) was set in 2025:Q4.
Whether you embrace (or bristle at) the ‘de-dollarization’ label, the U.S.
dollar's command over the global FX reserve basket has been in
structural decline for the better part of a decade now. Objectively, the U.S.
government’s debt trajectory remains worrisome. Indeed, the U.S. budget
looks even more precarious given costlier borrowing rates. In a way, debt
servicing risks becoming the fiscal equivalent of ‘flesh-eating disease’.

So just where have reserves managers preferred to allocate their assets?
More than anywhere, marginal FX reserves have been steered to the
euro. Well, that’s hardly a risk-free move. Indeed, as recent developments
in sovereign bond markets remind us, certain European nations (notably
France) have serious structural fiscal challenges to overcome. Meantime,
reserves managers have remained fairly cautious on Canada, as CAD’s
share of the total pie declined in five of the first six quarters since
President Trump returned to the White House.

Boosters will be quick to point out that CAD still ranks as the fifth largest
major currency allocation (behind USD, EUR, JPY and GBP). Moreover,
as we've been at pains to emphasize (link), reserves manager apathy
hasn’'t prevented a broader foreign investor base from loading up on
Canadian portfolio securities. That has featured big-time buying of federal
government debt, where avid acquisitions have absorbed all the effective
increase in the GoC bond stock so far this year (at least through July).

Notwithstanding tariff-related uncertainty, the broader foreign investor
attraction to GoC securities is understandable. The domestic debt market
is deep/liquid/well-functioning and fiscal risks are comparatively modest.
Canada arguably has one of the more stable sovereign governments
going these days, with some hope that a recent investment summit and
associated moves to make Canada investible again will (eventually)
entice marginal capital.

Of course, foreign investor exposure to Canada extends beyond the GoC.
Adding in non-resident purchases of both Canadian public-sector and
corporate securities issued in foreign currencies and 2026 has been
characterized by a wholly unprecedented foreign buying binge. In the
provincial sector, investors (both foreign and domestic) will have some
important political developments to digest in the coming hours, days,
weeks (including Quebec’s election, an Alberta referendum and a snap
vote in British Columbia). Refer to our Quebec election preview here.

Chart 1, Table 1: USD share of official FX reserves nears all-time low
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2024 2025 2026 Change (as of 2026:Q2)
Q1 Q2 Q3 Q4 Q Q2 Q3 Q4 Q1 Q2 1Q 1Y vs. '24:Q4

Allocated reserves USS$tin 12.35 12.31 12.73 12.33 12.50 12.94 13.04 13.15 13.10 13.22 0.12 0.27 0.89

U.S. dollars d 58.9 d ! 58.4
Euro d 18.8 19.2 18.9 19.1
Japanese yen 55 5.7 5 6 5.8

Pounds sterling ‘ 4.8 4.9

Canadian dollars d 2.7 2.8 2.8 2.6

US$bIn 309 328 351 351 330
C$bin 448 475 504 474

in USD
in local ccy
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56.9 56.6 56.5 57.2 56.7
20.3 20.5 LK) 20.0 20.6
5.7 5.8 5.8 5.4

2.6 2.7 2.5 25

341 348 329 324 327

463 484 452 451 464
[Latest]

Source: NBC, IMF | Note: (Chart) Quarterly to 2026:Q2; prior to 1999, quarterly shares interpolated based on end-of-year/annual figures; (Table) only select currency allocations shown, with
shares for AUD, RMB, CHF and “other” excluded here; refer to Chart 2 (page 2) for complete allocation shares as of 2026:Q2; CAD allocation in local currency based on quarter-end FX rate
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Chart 2: Loonie’s share of global reserves holds at 2.5%...
Share of official FX reserves by major currency: 2026:Q2
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Chart 3: ...with EUR seeing biggest allocation increase(!)
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As per Chart 1, the USD’s share of official FX reserves has stepped down. More recently, no major currency has attracted a larger relative allocation than the euro, which is hardly a risk-free
proposition at this point. CAD may still rank as the fifth-largest FX reserve allocation (of the majors) but the loonie’s share has been trimmed since President Trump returned to the White House.

Chart 4: FX managers cautious on CAD in Trump 2.0 era...
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Chart 5: ...with official holdings of CAD assets net lower
Value of official FX reserves allocated to CAD, incl. in local currency terms
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Source: NBC, IMF, BBG | Note: CAD-equivalent level based on qtr-end FX rate

CAD’s share of official FX pie declined in five of the first six quarters of the latest Trump administration. Converted to loonies, the total allocation to Canadian dollars amounted to C$464bin as of
2026:Q2. That's well off the 2025:Q4 peak but did edge a bit higher (+$12bln) in the latest quarter after controlling for FX revaluation effects.

Chart 6: Other non-residents have been big-time buyers...
Change in official FX reserves allocated to CAD & foreign holdings of GoC debt
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Source: NBC, IMF, BBG, StatCan | Note: Fgn holdings of GoC debt (blue line) shown to

2026:Q1; Jul-26 revealed significant net buying of GoC domestic debt (~C$20bin in month)

Chart 7: ...adding Canada exposure at unprecedented pace!
Net foreign investment in “Canadian” bonds by ccy of issue: All investor types
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Source: NBC, StatCan | Note: Bonds only; quarterly sums to 2026:Q2; Jul-26 revealed
significant net buying of Cdn bonds denominated in all currencies (~C25bln in month)

Beyond reserves-related flows, non-resident investors have generally been loading up on Canadian debt securities. Outsized foreign purchases of domestic GoC product absorbed (more than) all
of the net supply steered to end investors so far this year (through July). Non-residents have also bulked up on Canadian bonds denominated in foreign currencies, including issues from the provinces
and Canadian banks. We generally applaud efforts to make Canada investible again, though non-resident investors will no doubt be eying near-term provincial political developments closely.
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