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Further fiscal monitoring 
By Warren Lovely & Taylor Schleich

Last week, in the hours leading up to Canada’s much-anticipated 
2024 federal budget, the IMF presented its semi-annual World 
Economic Outlook (WEO). We used the occasion to draw attention to 
Canada’s relative fiscal standing, anticipating that Ottawa’s 
budgetary blueprint would once more play up our nation’s bona fides. 
Our earlier note (framed as an op-ed) is available here. 

Sure enough, the federal government’s budget heaped praise on 
Canada’s relative fiscal standing, contrasting a self-proclaimed 
‘responsible’ plan with weaker budget balances and heavier net debt 
burdens on display in other G7 nations. The government’s official take 
on Canada’s international standing can be accessed here. (Note: If 
you’re wondering, this section of the annual federal budget 
essentially writes itself. Or rather, it has generally required only 

modest tweaks from year-to-year, such is the magnitude of 
Canada’s edge on preferred fiscal indicators.) 

Given an entirely appropriate focus on budgetary policies (including 
potential interference with monetary policy objectives) and overall 
fiscal sustainability, we thought it useful to extend the fiscal lens to a 
few more areas. We are also taking the opportunity to lean into select 
elements of the IMF’s Fiscal Monitor (a sister publication to the 
aforementioned WEO, which also landed recently). 

Our aim is not to refute the standard budgetary platitudes offered up 
in the federal budget. Rather, we have designed this note to provide 
greater fiscal perspective, particularly on the issue of government 
indebtedness. We think of this as further fiscal monitoring and it goes 
something like this…

Chart 1: Canada’s broad, general government sector runs smallest deficit of G7 nations 
General government net lending/(borrowing): 2024 

 
Source: NBF, IMF (WEO Apr-24) | Note: 41 advanced economies w/ G7 nations highlighted 
 
 
 
 

Chart 2: Canada’s fiscal edge seen extending into future… 
General government net lending/(borrowing) 

 
Source: NBF, IMF (WEO Apr-24) | Note: G7 is weighted avg 
 
 

Chart 3: … despite ‘middle of the pack’ economic prospects 
Average real GDP growth & unemployment rate: 5Y period covering 2025-29 

 
Source: NBF, IMF (WEO Apr-24) | Note: 41 advanced economies w/ G7 nations labeled 
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As previously highlighted, Canada’s general government sector boasts a relatively better balance than our G7 peers, many of which are clustered at the weak end of 
the budgetary spectrum. Note: ‘General government’ is a broad concept inclusive of all levels of government (i.e., central, regional, local) and social security funds. 

Canada’s superior fiscal standing in 2024 is nothing new. Nor is it likely to prove fleeting. The IMF projects an average annual shortfall of just 0.7% of GDP for Canada’s 
general government sector for the coming half-decade—much better than key peers, including the US, which remains on a somewhat perilous track. Of note, Canada’s 
projected fiscal edge does not hinge on economic outperformance, as IMF forecasts for GDP growth and unemployment place Canada in the middle of the pack. 

177526_26a53166-54c1-43ed-9994-4c6d92636dd7.pdf

https://www.imf.org/en/Publications/WEO/Issues/2024/04/16/world-economic-outlook-april-2024
https://www.imf.org/en/Publications/WEO/Issues/2024/04/16/world-economic-outlook-april-2024
https://www.nbc.ca/content/dam/bnc/taux-analyses/analyse-eco/mkt-view/market_view_240416.pdf
https://budget.canada.ca/2024/report-rapport/overview-apercu-en.html#a13
https://www.imf.org/en/Publications/FM/Issues/2024/04/17/fiscal-monitor-april-2024
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Chart 4: Gross vs. net distinction important for Canada… 
General government debt burden: 2024 

 
Source: NBF, IMF (WEO Apr-24) | Note: G7 is weighted avg 
 
 
 

Chart 5: … with net debt edge striking (& growing) vs. key peers 
General government net debt burden 

 
Source: NBF, IMF (WEO Apr-24) | Note: G7 is weighted avg 
 
 
 
 

Chart 6: Few advanced nations can match Canada in terms of relative scale of financial assets in broader public sector 
General government financial assets (i.e., difference between general government gross & net debt, scaled to national GDP): 2024 

 
Source: NBF, IMF (WEO Apr-24) | Note: Data available for 34 advanced economies w/ G7 nations highlighted 
 
 
 
 

Chart 7: Low(er) debt doesn’t mean light revenue bite… 
General government net debt burden & revenue share of economy: 2024 

 
Source: NBF, IMF (WEO Apr-24) | Note: 33 advanced economies w/ G7 nations labeled 
 
 

Chart 8: … but it does translate into a smaller net interest bite 
General government net debt burden & net interest payments: 2024 

 
Source: NBF, IMF (WEO Apr-24) | Note: 33 advanced economies w/ G7 nations labeled 
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Turning to general government balance sheets, Canada’s gross debt burden is none-too-trivial (>100% of GDP in 2024). But if you put any stock in the concept of net 
debt, Canada’s relative advantage is something to behold. Moreover, Canada’s firmer budget balance means the net debt edge will only widen in the years’ to come. 

As Chart 4 should make clear, the distinction between gross and net debt is particularly vital for Canada. Few advanced countries can match Canada when it comes 
to the relative scale of the financial assets accumulated across the broad general government sector, including in the nation’s social security system. 

As Ottawa’s 2024 budget made clear, Canada’s net debt advantage doesn’t translate into a smaller tax bite. Looking across advanced nations, there’s seemingly 
limited correlation between debt loads and the amount of revenue collected by government. There are heavily indebted nations opting for a low(er) tax model (e.g., the 
U.S.) and vice versa. But a lower net debt burden (and/or abundant financial assets) generally means a more manageable net interest bill. So at least there’s that. 
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Chart 9: Canada built up financial assets over the years… 
Canada general government debt burden 

 
Source: NBF, IMF (WEO Apr-24) 
 
 
 

Chart 10: … with today’s net interest bill more manageable 
Canada general government net debt burden & net interest payments 

 
Source: NBF, IMF (WEO Apr-24) 
 
 
 
 

Chart 11: Where do these financial assets reside? 
Canada general government financial assets 

 
Source: NBF, StatCan | Note: Quarterly market value as per NBS accts to 2023:Q4 
 
 
 

Chart 12: Social security one part of financial asset story 
Canada general government financial assets: By sector (2023:Q4) 

 
Source: NBF, StatCan | Note: Market value as per latest NBS accts 
 
 
 
 

Chart 13: Nature/structure of assets varies by sector 
Canada general government financial assets: By sector/type (2023:Q4) 

 
Source: NBF, StatCan | Note: Market value as per latest NBS accts 
 
 

Chart 14: Social Security fix top of mind for more Americans 
Bloomberg/Morning Consult ‘swing state’ poll: April 8-15, 2024 

Source: NBF, BBG, Morning Consult | Note: Poll of 4,969 registered voters in 7 swing states 
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The growing pool of net assets in Canada’s social security system (i.e., CPP/QPP) are genuinely diversified, by asset class and geography. To us, an actuarially sound 
social security system is a key strategic advantage for Canada. The contrast with U.S. Social Security is truly striking, as the CBO regularly reminds us. And based on a 
fresh Bloomberg/Morning Consult survey, it seems more Americans are begrudgingly coming to terms with the relatively sorry state of their Social Security system. 

Canada hasn’t always been a fiscal boy scout. Structural reforms in the 1990s paid dividends, however, keying growth in general government financial assets and 
contributing to a lighter net interest burden. Today’s high(er) rates mean a larger interest bite. But debt is still more affordable in Canada than many advanced locales. 

The market value of Canada’s general government financial assets is approaching C$3 trillion or almost 100% of GDP. Where does this enormous stockpile of investments 
reside? There are significant financial assets federally, across the provinces and at the local government level too. And then there’s social security… 

Voter opinions on U.S. Social Security 

• 89% consider senior services (Social Security & Medicare) ‘very important’ or 
’somewhat important’ when deciding who to vote for in Nov-24 election 

• Senior services (Social Security & Medicare) cited as ‘single most important’ 
issue for Nov-24 election by 7%, trailing only economy (34%), immigration (15%), 
abortion (9%) and democracy (9%) on detailed list of key issues 

• Who do you trust to handle senior services (Social Security & Medicare)? 
Biden: 45% | Trump: 39% | Neither: 16% 

Voter opinions on prospective options to extend life of U.S. Social Security 

• 25% support raising minimum retirement age to receive full benefits 
from 67 to 69 

• 56% support collecting social security tax on wages beyond first $169K/year 
• 35% support increasing payroll tax rate from 6.2% to 7.75% 
• 27% support smaller cost of living adjustments over time 
• 57% support trimming benefits for higher-income recipients 
• 77% support raising taxes on billionaires 
 

177526_26a53166-54c1-43ed-9994-4c6d92636dd7.pdf
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Chart 15a: IMF’s ‘structural fiscal indicators’ highlights sizeable financing needs for G7 governments, including Canada 
Central government gross financing need (i.e., overall deficit + maturing government debt): 2024 

 
 

Chart 15b: All else equal, Canada’s relatively short(er) average term to maturity means more debt to refinance 
Central government weighted average term to maturity: 2024 

 
 

Chart 15c: Non-resident flows into (or out of) Canadian securities a hot topic, but foreign exposure less pronounced than many 
Non-resident holdings of general government debt: 2023 

 
Source: NBF, IMF (Fiscal Monitor Apr-24) | Notes to 16a-16c: Depending on indicator, 29-36 advanced economies w/ G7 nations highlighted; G7 is weighted avg 
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Notwithstanding the strongest budget balance in the G7, gross financing needs are non-trivial in Canada. That’s partly a function of the federal government opting 
(over time) for a relatively shorter weighted average term. Aside: Canada’s provinces have generally favoured locking in for longer, thereby limiting the amount of interest 
rate reset risk faced in a given year. As our ongoing analysis has made clear, there will be no shortage of Canadian government debt to issue in fiscal 2024-25. Moreover, 
end investors must also absorb the GoC bonds running off the Bank of Canada’s balance sheet via QT. Non-resident bond investors, it seems likely, will be welcomed 
with open arms. Mind you, recent data suggest a less-than-rabid appetite for Canadian dollar product on the part of foreign investors. That’s part of a broader ‘portfolio 
capital flight’ story that has attracted attention. The good news? While non-residents have long been an important buyer base for Canada, the foreign investor footprint 
is lighter here than in many other advanced nations. And last we checked, Canadian public sector issuers were being warmly received in foreign debt capital markets. 
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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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