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Constitutional principles
The status of the provinces and territories and their connection
with the central government

Organisation as a federal state

Canada was formed by the British North America Act of 1867 in the form of a federation
(also called a federal state), not least due to cultural differences between the areas
dominated by French-speakers and those where English was spoken as the main language.
Since then, Canada’s external borders and the names of its provinces and territories have
repeatedly been changed, with the result that there are now ten provinces and three
territories in total. The Canadian constitution defines a fundamental division of powers
between the central government and the provinces. However, certain powers — for
example those in connection with the criminal justice system or immigration — are shared
between the two levels of the federal system. No explicit powers are granted to the local
authorities within the provinces in the Canadian constitution. Rather, these are established
by the provincial legislatures, which delegate part of their powers to the municipal
administration.

Division of powers as defined in the Canadian constitution (examples)

Central government Provinces
Unemployment insurance Property and civil rights
Sovereign debt and property rights Exploration of natural resources
Census and statistics Direct taxation within the province
Regulation of trade and commerce Hospitals
Insolvency and criminal law Education
Maritime coastlines and inland fisheries Municipalities
Defence Company incorporations
Currency and coinage Administration/sale of public land
Patents Energy production

Source: Parliament of Canada, NORD/LB Floor Research

Status of the provinces

The constitution dictates that the central government may decide on changes to the bor-
derlines of provinces, provided that the province in question gives its approval. All in all,
Canadian provinces enjoy a relatively high degree of autonomy, which is reflected particu-
larly in fiscal policy. For example, provinces are entitled to generate revenue through addi-
tional income tax or corporation tax. To this end, the provinces may change the tax rates
without requiring the consent of the central government. Rights to levy taxes on certain
products (e.g. tobacco and petrol) extend their flexibility to adapt fiscal policy on the reve-
nue side. On the expenditure side, this is mirrored in their relatively high degree of author-
ity: in addition to healthcare, the provinces control education and the exploration of natu-
ral resources, for example. The latter provides additional revenue from mining licences and
special taxes. These fiscal freedoms, which extend further than those of comparable sub-
sovereigns (e.g. the German Laender or the states and territories of Australia), are also
assessed positively in the rating reports compiled by Fitch, Moody’s and S&P.
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Status of the territories

The status of the territories under constitutional law differs from this set-up. There is a
clear distinction from the provinces: while the latter possess their own constitutional pow-
ers, the central government only delegates powers to the territories. In the past this re-
sulted in substantial influence from the central government. However, this influence has
been diluted in recent years, such that the territories have increasingly enjoyed rights simi-
lar to those of provinces. Government transfer payments do, however, continue to ac-
count for the largest portion of the territories’ revenue.

Connection with the central government: the case of Alberta

As we understand it, there is no unequivocal connection between the central Canadian
government and its provinces or territories in terms of liability. Instead, there is only an
implicit assumption that the central government would intervene under certain circum-
stances during a crisis situation. Nevertheless, the example of Alberta in the mid-1930s
illustrates that this arrangement may not necessarily be enough to avert a payment
default. In the specific case of Alberta, the province only had to accept monitoring by a
supervisory body in order to avoid a payment default. However, Alberta declined the com-
promise offered by the central government and opted in favour of a default in order to
safeguard its own autonomy. While we would consider a scenario of this nature to be un-
likely in view of the importance of the capital markets for the provinces today, we believe
it neatly illustrates that central government support can only be assumed, although the
likelihood that this would be forthcoming is high.

Parliamentary elections 2021

Following the parliamentary election held on 21 October 2019, voters would ordinarily
have gone to the polls four years later at the next election. However, in the wake of the
COVID-19 crisis, Prime Minister Justin Trudeau felt compelled to call a new federal election
in 2021, with the aim of securing a mandate for his government to manage the country’s
response to the pandemic and organise the recovery from the economic impacts of the
crisis. In the end, following the parliamentary election held on 20 September 2021, Tru-
deau remained in office and continues to govern at the head of a minority government.
The Liberal Party led by Trudeau won 160 of 338 seats, meaning he fell ten seats short of
securing an overall majority. After the Liberal Party primarily lost votes in the west of Can-
ada in 2019, which can be put down to the climate policies pursued by Trudeau in his first
term as Prime Minister, two additional seats in the western province of Alberta were
gained in 2021. Moreover, there has traditionally been a strong independence movement
in Quebec, which is also reflected in the success of the Bloc Quebecois at the ballot box.
This party, whose long-term ambition is to achieve independence for the province of
Quebec from Canada, won the third-highest number of seats in the House of Commons of
Canada. In addition, there were also votes from central and western provinces — predomi-
nantly from Alberta — that demanded independence from Canada. As a minority govern-
ment, the Trudeau administration continues to face huge challenges, particularly in view of
the increased disunity that is evident across the country, which is likely to complicate the
task of governing Canada.
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Constitutional principles
The Canadian financial equalization and transfer system

Three different equalization systems
The Canadian central government implements the majority of its financial equalization
policy among provinces and territories through three different equalization systems:
Canada Health Transfer (CHT)
Canada Social Transfer (CST)
Equalization Program (EP) and Territorial Formula Financing (TFF)

Canada Health Transfer (CHT)

The flow of equalization funds in the CHT constitutes the largest channel within the Cana-
dian financial equalization system. The payments are intended as a long-term and predict-
able source of funding for the healthcare systems in the provinces and territories. Pay-
ments are made on a per capita basis, i.e., the allocation of funds is linked solely to the
number of inhabitants in the respective province or territory. This is in line with the plans
of the Canadian government, which in 2007 began to implement the long-term plan of
providing all inhabitants with comparable treatment, regardless of place of residence.
Slight variations in the paid-out amounts per capita are attributable to the central govern-
ment’s definition of the number of inhabitants in the provinces. Starting from the 2014/15
budget year, payments are made solely on a cash basis. Payments were increased by 6%
up to the 2016/17 budget year, in accordance with legislation which has been passed.
Since the beginning of the 2017/18 budget year, growth in this equalization system is cal-
culated on the basis of the moving three-year average of nominal GDP growth in the Cana-
dian economy, whereby guaranteed growth of at least 3% per year is assured.

CHT payments 2024/25e* CHT payments 2024/25e per capita*
NU; 52 | PE; 1,250
NT; 57 | NS; 1,283
YT; 58 | NT; 1,308
PE; 228 | BC; 1,310
NL; 688 | NB; 1,317
NB; 1,085 ] AB; 1,325
t e — \verage; 1,336
NS; 1,379 ] e
SK; 1,565 oN: 1.338
MB; 1,889 $K; 1,340
AB; 6,164 MB; 1,343
BC; 7,172 | YT; 1,348
Qc; 11,455 | NL; 1,352
ON; 20,289 ‘ : : : : : NU; 1,357
0 5,000 10,000 15.000 20.000 25,000 0 200 400 600 800 1,000 1,200 1,400 1,600
’ ’ m ’ ’ CAD per inhabitant

* Figures for the budget year (1 April to 31 March).
Source: Department of Finance Canada, Statistics Canada, NORD/LB Floor Research

Ontario and Quebec remain the largest recipients within the CHT

The provinces of Ontario and Quebec continue to receive the highest payments within the
CHT, as the system is based on the number of inhabitants. Accordingly, the prospective
ranking of recipients within this system for the 2024/25 budget year merely reflects a rank-
ing by population figures.
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Canada Social Transfer (CST)

The Canadian central government uses the CST to allocate funding for post-secondary edu-
cation, social support and services as well as for early childhood development, early learn-
ing and childcare. As is the case with the CHT, the level of the payments made to a prov-
ince or territory is based solely on the population of the respective province or territory.
This is in line with the plan to provide the whole population of Canada with the same level
of social support. The relevant legislation provides for annual growth of 3% in this equali-
zation level for the 2024/25 budget year and subsequent years.

CST payments 2024/25e* CST payments 2024/25e per capita*

NT; 417
NU; 419
NL; 424
SK; 425
QC; 428
NB; 433
PE; 434
YT; 434
7— Avg.;434
MB; 435
AB; 2,001 ON; 436
BC; 2,329 BC; 438
QgG; 3,719 NS; 439
ON; 6,587 | AB; 440

0 1,000 2,000 3,000 4,000 5,000 6,000 7,000 0 100 200 300 400 500
CADm CAD per inhabitant

* Figures for the budget year (1 April to 31 March).

Source: Department of Finance Canada, NORD/LB Floor Research
No surprises in the allocation of payments
As in the case of the CHT, close examination of the payment flows does not reveal any
surprises. While the payments in relation to the number of inhabitants are at comparable
levels in all the provinces and territories, the large differences in the distribution of inhab-
itants result in absolute payment amounts that diverge substantially from one another.

Revised version of the CHT and planned revisions to the CST in 2024

On 7 February 2023, the Canadian government announced its plan to top up healthcare
funding in the provinces and territories by CAD 196.1bn over a period of ten years, includ-
ing CAD 46.2bn in additional funding. As part of this ten-year plan, the government will
also make an additional one-off payment of CAD 2.0bn in 2023 to the CHT. Moreover, the
CHT is guaranteed to grow by 5% per year in the next five years. In this context, it is ex-
pected that the CHT will increase by 33% in the next five years, and by as much as 61%
over the forthcoming decade. A revision to the CST equalization program is pending for
2024. Cuts could potentially have a negative impact on the financial situation of the prov-
inces and territories. However, the Canadian provinces and territories are not overly de-
pendent on the payments from the CST system, with the result that negative ramifications
should be kept in check, especially as there is currently no indication of the payments
made under this program being reduced to any significant extent. In fact, the topped-up
CHT and levels of inflation seen in recent years could actually be taken as signs that the
CST itself could be increased.

Equalization Program (EP) and Territorial Formula Financing (TFF)

With the Equalization Program and Territorial Formula Financing, the third payment flow
within the financial equalization system is divided into separate mechanisms for provinces
(EP) and territories (TFF).
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EP: allocations to provinces aimed at creating equivalent living conditions

The Canadian financial equalization system, originally established in 1957, provides for a
direct financial equalization, in which the central state makes funds available to the prov-
inces with the aim of delivering reasonably comparable levels of public services at corre-
spondingly comparable levels of taxation. The equalization system, which has been an-
chored in the Canadian constitution since 1982, therefore aims to converge living stand-
ards. However, in our view, the wording (“sufficient revenues”) acknowledges the (perma-
nent) existence of disparities between the provinces. Although the objective of the finan-
cial equalization system is laid down in the constitution, the central state pays the funds to
the provinces without the attachment of any conditions. As such, the provinces enjoy un-
restricted use of the payment flows transferred. Increases in this payment flow are stipu-
lated by law on the basis of the moving three-year average for Canadian GDP growth.

How the EP works

The calculation of a province’s entitlement to equalization payments is based on an analy-
sis of the respective province’s fiscal capacity, which is determined on the basis of its abil-
ity to generate income per capita. Before any adjustments are made, the entitlement to
equalization per inhabitant is calculated from the difference between a province’s own
fiscal capacity and the average fiscal capacity of all the provinces. As a result, however, this
means that adjustments result in increased complexity for the financial equalization sys-
tem. For example, when two alternative methods are used to calculate the level of equali-
zation payments that a province is entitled to receive, the higher value is ultimately used.
For instance, where the equalization entitlement after fully excluding natural resource
revenues is higher than after excluding 50% of natural resource revenues, the province is
accordingly allocated the higher amount derived from both methods.

Review and renewal of the EP expected before 31 March 2024

The legislation governing the EP is regularly reviewed to ensure that it achieves its objec-
tives and uses the most current and accurate metrics to determine the allocations award-
ed to the provinces. In this context, the EP must undergo a process of review and renewal
prior to 31 March 2024. This could have a particularly significant impact on the provinces
of Prince Edward Island, New Brunswick, Nova Scotia and Manitoba, as these have a trans-
fer share of income of at least 25% and the EP represents the largest transfer in these
provinces. However, due to levels of inflation seen over the past couple of years and the
increase in the CHT in February 2023, from our point of view any reduction in the EP would
appear to be rather unlikely.

EP payments 2024/25e* EP payments 2024/25e per capita*
1sk;0
BC; 0
AB; 0
ON; 38
NL; 414
N Average; 651
Qc; 1,531
NB; 2,897 |
MB; 3,088
NS; 3,284 NS; 3,220
MB; 4,352 1 NB: 3.567
Qc; 13,316 ) PE; 3,574
0 5,000 10,000 15,000 0 500 1,000 1,500 2,000 2,500 3,000 3,500 4,000
CADm CAD per inhabitant

* Figures for the budget year (1 April to 31 March).
Source: Department of Finance Canada, Statistics Canada, NORD/LB Floor Research
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TFF payments 2024/25e*

Quebec by far the biggest recipient in the EP

Within the Equalization Program, Quebec is the biggest recipient as measured by the abso-
lute volumes. A total of CAD 13.3bn is estimated as revenue from this level of the financial
equalization system for the 2024/25 budget year. This relatively high volume, which ac-
counts for over half the system as a whole, can be understood in the context of the popu-
lation of Quebec. At CAD 1,513, allocations per capita are indeed well in excess of the av-
erage, although significantly below the levels of Prince Edward Island and New Brunswick,
as well as being about 50% of the support volume awarded to Manitoba. While overall
seven provinces are expecting inflows from the Equalization Program, no allocations are
planned for a total of three provinces in the 2024/25 budget year.

TFF as Equalization Program for territories

Along the same lines as the Equalization Program for provinces, the TFF constitutes the
largest payment flow to the three Canadian territories from the central government. The
payments are intended to facilitate levels of public services for the inhabitants of the terri-
tories that are comparable with those enjoyed by Canadians living in the provinces, again
at comparable levels of taxation. The TFF supports the financing of hospitals, schools and
infrastructure, for example. On account of the low population density, this comes at a high
cost. Payments within the TFF are nevertheless made without being earmarked for any
particular purpose.

How the TFF works

The TFF uses a complex method of calculation. Each territory’s grant is based on the differ-
ence between an approximate figure for its expenditure needs and its capacity to generate
revenues. By excluding 30% of their revenue capacity from the calculation, the system
aims to incentivise the territories to increase their own revenues and grow their econo-
mies. Revenue from raw materials is also excluded from the calculation, with the central
government negotiating the approach towards this item separately with each territory.

TFF payments 2024/25e per capita*

YT; 30,807
YT; 1,349

NT; 37,255

I, ;-5
39,694

500 1,000

o

1,500 2,000 2,500 0 10,000 20,000 30,000 40,000 50,000 60,000
CADm CAD per inhabitant

* Figures for the budget year (1 April to 31 March).
Source: Department of Finance Canada, Statistics Canada, NORD/LB Floor Research

Significant allocations per inhabitant

Even though the volume of the TFF is relatively low in comparison with the Equalization
Program (2024/25e budget year: CAD 5.2bn vs. CAD 25.3bn), its importance for the territo-
ries is extremely high in per capita terms. For example, the regional governments of the
territories receive payments totalling CAD 39,694 on a per capita basis.
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Equalization system payments Equalization system payments per capita*
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Offshore Offset Payments M Other
* Figures for the budget year (1 April to 31 March).
NB: Offshore Offset Payments are equalization payments that only Nova Scotia receives from the central government. They act as compensation for the reduction in pay-
ments from the Equalization Program resulting from development of the oil and gas fields off the coast of Nova Scotia.
Source: Department of Finance Canada, Statistics Canada, NORD/LB Floor Research
Continuous increase in allocations for financial equalization
The volumes allocated within the financial equalization system have increased steadily in
recent years. If future payments continue in line with budget plans, the volume in
2024/25e is likely to be around 53% higher than was the case a decade ago. The funds
reallocated within the CHT and Equalization Program were, in particular, drivers of growth
(+#59.1% and +51.5% respectively), while the TFF level and the CST system returned slightly
reduced growth rates (+48.7% and +34.4%, respectively). In actual fact, however, the pay-
ments within the financial equalization system track the overall revenue development of
the provinces and territories: the share of revenue from the provinces’ transfer system has
hardly changed over recent years and stands in a corridor between 10% and 30%. For the
territories, the transfer payments are of far greater importance; their share in relation to
revenues has, on average, amounted to around 70-80% over recent years.

Equalization system payments 2024/25e* Equalization system payments 2024/25e per capita*

M PE; 911 = onN; 1,722
= NL; 1,130 sk 1,735
= VT; 1,427 1 BC; 1,786
m NT; 1,775 = AB; 1,797
m— SK; 2,073 JNL 2,148
m \NU; 2,178 W= Average; 2,517
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;5 NS; 5,012
| ; 1

MB; 6,854 | PE; 5,337
E— /\B; 8,165 NB; 5,338
E—— 5C; 9,501 | YT; 32,588
I ON; 26,018 | NT; 38,921
I —— (O C; 28,491 NU; 53,743
0 5000 10,000 15,000 20,000 25,000 30,000 35,000 0 10,000 20,000 30,000 40,000 50,000 60,000
ADm CAD per inhabitant

* Figures for the budget year (1 April to 31 March).

Source: Department of Finance Canada, Statistics Canada, NORD/LB Floor Research

Quebec and Ontario dominate the system, although territories are the biggest winners
While Ontario and Quebec clearly dominate the financial equalization system in terms of
absolute amounts, the three territories receive by far the highest payments on a per capita
basis. As a result, the system is accordingly more important to the regional governments of
the territories.
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Conclusion

On balance, we assess the Canadian financial equalization system as a reliable mechanism.
The payments have a high degree of constancy and have grown in relatively linear fashion
in recent budget years. We view the fact that a large part of the system (CHT and CST) is
linked to a specific purpose as sustainable, although it does reduce flexibility in the use of
revenues. However, we believe that this circumstance is largely offset by the fact that, for
most of the Canadian provinces, the equalization system does not constitute a dominant
portion of their revenue streams. Nevertheless, dependencies could arise among the prov-
inces that currently have high transfer shares (New Brunswick, Nova Scotia and Prince Ed-
ward Island) in the event that these were to exceed the current levels, which already stand
at around 30% presently. An even greater dependency on the financial equalization sys-
tem, and therefore also on the central state, can be seen in the case of the territories.
However, in view of their constitutional status, this should hardly come as a surprise.
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Constitutional principles
CETA

CETA (Comprehensive Economic and Trade Agreement)

Negotiations on a free trade agreement between the European Union (EU) and Canada
first began in June 2009. Formally known as the EU-Canada Comprehensive Economic and
Trade Agreement (CETA), it aims to promote trade and cooperation in all economic sub-
areas between Canada and the EU. The agreement seeks to open up new growth opportu-
nities for both economies, primarily through the abolition of 98% of all customs duties. It
took more than eight years from the start of negotiations before the agreement provision-
ally came into force on 21 September 2017. Following provisional application, which was
explicitly facilitated by the Treaties of the EU offering the option of mixed agreements, the
majority of the agreement became effective. The sub-areas that fall exclusively into the
sphere of EU competence may in this way be implemented prior to ratification by the EU
Member States’ respective national parliaments. In the case of CETA, this relates to the
agreements on customs regulations and the awarding of public contracts. The full CETA
agreement may only take full effect once it has been approved and ratified by all 27 Mem-
ber States of the European Union.

Is CETA a mixed agreement under EU law?

The EU treaties make a distinction between agreements made by the European Union
based on their respective influence on (sub-)national or EU-side areas of competence. If
the provisions in an agreement only affect areas of responsibility that had been transferred
to the EU by the national parliaments, the EU can conduct ratification of the agreement as
sole signatory. However, if national competences are affected as well, parliamentary ap-
proval in the relevant Member States is also required. In such cases, we can talk of a
“mixed agreement”, because the individual Member States must also ratify the agreement
as co-signatories. Nevertheless, the legal distinction as to whether an agreement is to be
regarded as mixed is not unambiguous in this respect. For example, the European Commis-
sion and ltaly classified CETA as purely within EU competence, while Germany additionally
considered the scope as extending to national parliaments.

The rocky road to concluding the agreement

In the end, the European Commission turned to a political solution. In so doing, it made a
concession to Austria, among other Member States, which had demanded the involvement
of national parliaments in the process. As a result, Cecilia Malmstrom, EU Trade Commis-
sioner at this time, proposed to the European Council on 5 July 2016 that subsequent pro-
ceedings should be advanced on the basis of a mixed agreement. Based on this classifica-
tion, all EU Member States had to be included in the agreement as co-signatories by the
scheduled signing date and additionally signal their willingness to sign. Due to the coun-
try’s legal framework obliging the central government to obtain the consent of the regional
parliaments, Belgium in particular was unable to make any positive statement with regard
to CETA for a long time. As the Wallonia region considered its own interests at risk, it only
granted its approval after obtaining internal political concessions on the part of the central
government in Brussels.
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Ratification in all 27 parliaments necessary

With the agreement signed by the EU and Canada, CETA is not yet definitively in force in
formal terms. The existing consent by the Member States is merely equivalent to a decla-
ration of intent to accept the agreement. All 27 parliaments must now formally declare
their approval. It is only when this procedure has been completed that CETA will come into
full effect. However, there is no time frame to regulate a deadline for the voting procedure
in the parliaments. Up to the parliamentary recess in the summer of 2023, only 17 Mem-
ber States have ratified the agreements. Therefore, a further delay before the full imple-
mentation of CETA can certainly be expected. Potential changes of government in EU
Member States that have yet to ratify the agreement and the changes of political direction
associated with this also have the potential to extend this delay further.

Overview of CETA objectives

CETA is divided into 30 chapters, which can be sub-divided into a total of eight key objec-
tives. Specific goals have been explicitly set within an overarching objective of creating
additional employment and growth in both economies. Examples include the abolition of
almost all customs duties, access to public contracts in the respective other region and
liberalisation of the service sector, as well as investment protection. In Europe especially,
certain elements of the agreement relating to the latter point have triggered huge protests
in some cases. The basic aim behind the investment protection mechanism was to safe-
guard against arbitrary expropriation. In addition, modern investment protection agree-
ments have long since expired. It is not only property that receives protection, but also
“investments” in a kind of boundless protection area. In relation to arbitration tribunals,
which are often cited in connection with the investment protection mechanism, Belgium
requested the opinion of the European Court of Justice (ECJ) as to whether the dispute
resolution system of CETA is compatible with EU law. In April 2019, the ECJ determined
that the free trade agreement and the arbitration tribunal system for the resolution of
disputes between investors and states it contains does not breach EU law, clearing another
hurdle on the path towards full implementation of CETA in the process.

Impact of CETA on Canada

The European Union is the third-largest economic region in the world. As such, for many
sectors of the economy, it can be found in the upper echelons of the import ranking lists.
Since 98% of all customs duties would be abolished, the agreement primarily opens up
opportunities for Canada to improve its own status as a trading partner with the EU. The
EU particularly relies on imports, especially minerals, metals and fossil fuels. As a result,
Canada could use its economic strength in these areas to gain an advantage over countries
without free trade access to the EU market, such as the USA. Canada will also enjoy signifi-
cant advantages in the service sector as a result of CETA. Access to the EU market for pub-
lic contracts is of key importance in this respect. Although this provision also applies to
European firms in Canada, the European market is disproportionately larger. This implies
much greater potential for Canadian firms in the EU. In 2022, trade in goods and services
with EU Member States (excluding the UK) accounted for approximately 9.8% of Canadian
imports and around 5.9% of Canadian exports. Since 2018, the first full year after CETA
provisionally came into force in September 2017, these values have risen by around 9.2%
and 5.9% respectively, and could increase further still in the future, assuming that this
growth is not merely a one-off effect or an outlier. Traditionally, the UK was one of Cana-
da’s most important trading partners after the USA. Brexit, as the UK withdrawal from the
EU tends to be known, temporarily negated the positive effects arising from CETA Agree-
ment in 2022. The COVID-19 pandemic can be regarded as another disruptive factor in
efforts to evaluate the data to this point.
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Impact of CETA on Canadian provinces and territories

CETA is likely to benefit primarily those Canadian sub-sovereigns that already generate a
high proportion of their exports in the EU, such as the Northwest Territories and Nunavut.
However, provinces such as Saskatchewan also stand to benefit from CETA. Among other
things, the province is planning in its growth program to increase exports by 50% up to
2030, which would be facilitated by free access to a market with around 500m consumers.
The hydrogen industry could also be a huge beneficiary from the agreement. For example,
new wind farms and hydrogen plants are to be built in the provinces of Newfoundland and
Labrador, Nova Scotia and New Brunswick from 2023 onwards. Canada has earmarked
investments totalling CAD 9bn for this purpose. For their part, the German energy compa-
nies Uniper SE and E.ON Hydrogen have each agreed to purchase 500,000 tonnes of am-
monia per year, as the green hydrogen is shipped, with initial deliveries expected to arrive
by 2025. From the European side, importing hydrogen is seen as a favoured alternative to
purchasing LNG, as sufficient infrastructure for exporting the latter is lacking on the Cana-
dian east coast. Moreover, the Spanish crude oil firm Repsol S.A. decided in March 2023 to
reject plans for a planned LNG export terminal in New Brunswick on economic grounds.
CETA will also open up additional options for more urban regions in Ontario and Quebec,
which stand out due to their high economic output attributable to the service sector. The
closer cooperation between the EU and Canada in the mutual recognition of qualifications
and the liberalisation of the service sector will simplify temporary employment in particu-
lar. It will also facilitate transatlantic cooperation on a business level. Other key beneficiar-
ies include small and medium-sized enterprises (SMEs) in Canada, over 50% of which are
located in Ontario and Quebec. In total, SMEs, which are also strongly export-oriented,
account for 90% of jobs in the Canadian private sector. In 2022, Canada exported goods
worth CAD 717.6bn, of which 43.1% were attributable to SMEs (42.7% in 2021). Moreover,
of the 48,036 export firms in Canada, a total of 97.5% (2021: 97.6%) were organized as
SMEs. Another industry that expects a significant tailwind from CETA is the fishing industry.
As a result of the agreement, up to 96% of all EU tariff lines will be dropped for fish and
seafood products from Canada. On average, the tariffs on such products come in at 11% —
but can reach as high as 25%. The lifting of these significant trade barriers stands to benefit
Atlantic provinces such as Nova Scotia and New Brunswick in particular, which account for
the majority of Canada’s fishing exports to the EU.



https://publications.saskatchewan.ca/api/v1/products/103260/formats/114516/download
https://www.reuters.com/business/energy/repsol-scraps-plans-east-coast-canada-lng-terminal-canadian-government-2023-03-16/
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Constitutional principles
NAFTA and its successor CUSMA

The USA as Canada's most important trading partner

The Canadian export industry is dependent on the US economy to an unparalleled extent.
In 2022, a total of 76.9% of all Canadian export revenue came from the USA, generating
just under 24.5% of Canada’s total GDP. By way of comparison, the equivalent share for
the United Kingdom was just 1.1%. This makes the USA the most important external eco-
nomic influence on Canada, which is the second-largest country on Earth in terms of area.
Potential tariff increases from the USA, such as those previously introduced by the former
Trump administration on steel and aluminium from Canada and Mexico, would in all likeli-
hood make imports from Canada much more expensive for US citizens in the event that
the Republicans emerge victorious at the 2024 US election. As a result, this would have the
potential to reduce trade volumes. The feared consequence would ultimately be job losses
and a weakened economy in Canada.
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Free trade without major effect on trade in goods

The implementation of NAFTA resulted in tripling of exports in the balance of trade during
the subsequent years up to 2008. Yet this trend began as early as 1992, i.e., two years be-
fore NAFTA. Up to 2002, the proportion of exports to the USA in relation to total exports
increased steadily, from an initial level of 78.4% in 1993 to a final figure of 83.9% in 2002.
Thereafter, a countermovement began to set in. In 2022, the equivalent value amounted
to 76.4%. Although this represents a marginal increase in comparison with the prior year
(2021: 74.9%), it remains well below the values seen at the beginning of the 2000s. As
such, Canadian exports to its southern neighbour only became marginally more important
—and only temporarily to boot. It is interesting that the proportion of exports to the USA in
relation to Canadian GDP also rose significantly in line with the growth recorded between
1993 and 2002, with a peak value of 32.4% recorded in the year 2000 for this. In 2022, at a
value of 21.4%, the ratio has returned to a level seen in the early days of the NAFTA era. In
retrospect, it can be said that neither exports nor GDP are to any significant degree more
dependent on the USA as a result of NAFTA. All the same, this should not lead to the con-
clusion that abolition of trade privileges would not result in any implications for exports.
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Service exports since 1986
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Service exports and foreign direct investments (FDI)

Just as with regard to the export of goods, an increasing volume has been observed in the
export of services since 1986. In the 1990s in particular, the importance of service exports
to the USA grew, although these amounted to less than 3.5% of GDP over the entire period
under review and, after tailing off at the beginning of the millennium, stabilised at a level
of around 3%, meaning exports of services to the USA are far less significant than that of
goods. The USA has always accounted for a share of between 50% and 60% of Canadian
service exports. If we take a look at the level of FDI in Canada and the equivalent Canadian
values abroad, it is clear that the USA is declining in importance as both a destination and
source of investments. In 1987, the USA accounted for a share of 70% of FDI in Canada,
with this value subsequently falling to 46% by 2022 (reflecting a decline from CAD 1,264bn
to CAD 581bn across this time frame). In relation to total Canadian FDI, the share of Cana-
dian investments in the USA amounted to 52% in 2022 (CAD 1,041bn of CAD 1,990bn). At
66%, this metric was also significantly higher in 1987. The USA remains Canada’s most im-
portant partner for cross-border capital flows, although NAFTA has not had a significant
impact in this regard. Having previously always recorded a deficit in the period under re-
view, it is noteworthy that Canada has registered a constantly growing positive direct in-
vestment position versus the USA since 2015. In this context, a deficit of CAD 5.3bn had
been transformed into a surplus of CAD 460.1bn by the end of 2022.
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USMCA/CUSMA as the successor agreement to NAFTA

At the initiative of the Trump administration, the USA, Canada and Mexico renegotiated
their economic relationships, which up to this point had been shaped by NAFTA, and struck
a deal to replace the 1994 agreement. The United States-Mexico-Canada Agreement
(USMCA), rearranged in Canada to read CUSMA (Bill C-4) for obvious reasons (and referred
to as “L'Accord Canada—Etats-Unis—Mexique” (ACEUM) in the French-speaking province of
Quebec), was signed on 30 November 2018 and aims to define the conditions for free
trade in North America in the 21st century. This is achieved by taking into account areas
such as digital trade, environmental protection, employee rights in addition to copyright
laws and special provisions for their implementation. In contrast to NAFTA, CUSMA will run
for a limited term of just 16 years. The agreement also stipulates that it should be re-
viewed every six years and can potentially be extended for a further 16 years. After Canada
became the final Member State to ratify the agreement in March 2020, CUSMA came into
force on 1 July 2020, with the result that the North American export industry now enjoys
greater planning security. In the period directly before the COVID-19 crisis, the US gov-
ernment had been responsible for creating instability in this regard, particularly on account
of the tariffs levied against steel and aluminium imports from Canada and Mexico, which
were in place from June 2018 to May 2019.

Amendments from the CUSMA

The provisions with regard to the automotive industry represent an important part of the
agreement. According to the former President of the United States, Donald Trump, the
automotive industry in the USA suffered an unfair disadvantage under the previously ap-
plicable rules. CUSMA now stipulates that 75% (previously: 62.5%) of the automotive com-
ponents used in a car must have been manufactured in North America in order for no tar-
iffs to be applied. In addition, 40% of the components must have been manufactured by
employees earning at least USD 16 per hour. If a CUSMA Member State enters into anoth-
er free trade agreement with a country that one of the other parties to the agreement
deems not to be a free market economy, the other Member States have the option to ex-
clude the Member State in question from CUSMA with a notice period of six months. This
would subsequently transform CUSMA into a bilateral agreement between the two re-
maining states. It is thought that China would be the most significant country that would
not be regarded as a free market economy by all members of CUSMA. Canada has there-
fore sacrificed any opportunity to conclude a free trade agreement with China, the world’s
second largest economy, in order to sign up to the CUSMA and conduct free trade within
North America. This serves to underline the importance of the USA as a trading partner for
Canada and could have an impact on the likelihood of China acceding to the CPTPP (further
details included in the following section). With CUSMA, Mexico and Canada have taken a
deliberate and decisive step closer to the USA. The requirement with regard to wages
within the automotive industry and conditions on employee protection are placing pres-
sure on Mexican manufacturers, while Canada has opened up its import market further for
dairy products, poultry and eggs. This could primarily impact the provinces of Saskatche-
wan, Prince Edward Island and Manitoba, where the importance of the agri sector is higher
than in other provinces. As the agri sector only constitutes around 2% of total Canadian
GDP, the effects in this context are not expected to be excessive.
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Constitutional principles
The Comprehensive and Progressive Agreement for Trans-
Pacific Partnership (TPP)

The long road to the TPP

The long-planned TPP (Trans-Pacific Partnership) trade agreement between an original
total of twelve countries was signed in 2015, although initially it was not ratified. At this
time, Australia, Chile, Brunei, Japan, Canada, Malaysia, Mexico, New Zealand, Peru, Singa-
pore, Vietnam and the USA were all involved in the agreement. TPP was considered an
extension of TPSEP (Trans-Pacific Strategic Economic Partnership), the free trade agree-
ment between Chile, Brunei, New Zealand and Singapore, which was concluded back in
2005. The main aim of TPSEP was the removal of customs duties. The interest in acceding
to the agreement on the part of the USA was advanced in particular by the former US ad-
ministration under Barack Obama’s presidency. The original intention was primarily to
promote the exchange of international financial services.

Trump orders exit from the TPP

Donald Trump once again took centre stage in relation to a trade agreement by sharply
criticizing the proposal for the Trans-Pacific Partnership, even during his presidential elec-
tion campaign. Trump repeatedly asserted his main argument that the employment situa-
tion on the US labour market would be weakened by any agreement. In January 2017, on
his first day in office, the former POTUS formally withdrew the United States from the TPP
by decree, with the aim of strengthening domestic industry and the labour market. This
therefore signified that the USA had adopted the dreaded path of protectionism for its
trade policy.

Agreement will continue without the USA

Exactly one year to the day after President Trump stated his intention to withdraw the USA
from the TPP, the remaining eleven countries announced a revised version of the TPP ex-
cluding the USA. The proposed agreement was presented by Justin Trudeau, Prime Minis-
ter of Canada, who announced the revised version of the agreement, renamed the “Com-
prehensive and Progressive Agreement for Trans-Pacific Partnership” (CPTPP), at the
World Economic Forum (WEF) in Davos, Switzerland, in 2018. The eleven partner countries
signed the agreement on 08 March 2018 in Chile. The agreement entered into force with
effect from the end of 2018. In May 2023, Brunei became the final partner country to ratify
the agreement. As described above, it includes the elimination of tariffs on agricultural and
industrial products. Clear signals in support of multilateral cooperation and against the
protectionist attitude of the USA were sent out, not only for the members of the partner-
ship, but also for global trade in general, especially through the timing of the announce-
ment. Embodied by Prime Minister Trudeau, Canada took on a leading role in setting the
tone in this respect. The eleven participating countries have around 500m inhabitants
overall, representing about 13% of global GDP.
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Conclusion

After the CPTPP was signed on 08 March 2018 and ratified by all members, the objective of
the agreement, i.e. to create a solid, rules-based trading system for the 21st century, came
a major step closer to being realised. Looking ahead, we believe the next priority should be
to maximise the number of participants. However, the Biden Administration in the USA has
also ruled out re-joining the agreement. Rather, at the initiative of the POTUS, the Indo-
Pacific Economic Framework for Prosperity (IPEF) was launched in May 2022. With this, the
USA continues to underline the economic importance of the region. China remains a po-
tential membership candidate, despite the fact that Australia and Japan intimated that
they would not support a formal Chinese application back in 2021. However, in the case of
the UK, which, despite its geographical location, signalled its interest in joining the CPTPP
post-Brexit, the situation has now been clarified. On 31 March 2023, the UK government
announced that negotiations with the member states of the agreement had been conclud-
ed, before signing the Protocol of Accession on 16 July 2023. It is now up to all Member
States to ratify the accession of the United Kingdom to the CPTPP. Kazuyoshi Umemoto,
who led the negotiations on behalf of the new heavyweight member, Japan, said that no
major changes had been made to the original TPP variant in terms of content, with only a
handful of individual paragraphs having been deleted. These marginal adjustments could
nevertheless be interpreted as a sign of negotiating leeway in favour of the USA. As the
largest economy among the members, Japan is using the agreement to open up further to
international markets.
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Regulatory framework of the Canadian provinces and territories

Key factor for relative attractiveness

In the SSA segment, we regard the regulatory treatment of exposure as one of the main
determinants of the relative attractiveness of an issuer or bond. For this reason, we ana-
lyse the implications of risk weighting, LCR and NSFR classification and treatment under
Solvency Il in the section below. In this context, however, we will not present a general
overview of each individual regulation. Instead, we refer you to our Issuer Guide — German
Laender 2023, in which we cover the individual legislation in detail.

The risk weighting

0% risk weighting under CRR possible
We hold the view that a risk weighting of 0% could be applied to Canadian provinces in line
with the standard approach of CRR.

Relevant regulatory frameworks: CRR; Commission's decision; CAR

The basis for the risk weighting of outstanding claims against Canadian provinces and terri-
tories is essentially derived from four legislative acts: the European Capital Requirements
Regulation (CRR; Regulation (EU) No. 575/2013 and Regulation (EU) 2019/876), the im-
plementation decision (EU) 2021/1753 from the European Commission, and the Canadian
Capital Adequacy Requirements (CAR).

CRR: Art. 115(4) allows the possibility of 0% risk weighting for sub-sovereigns outside the
EEA

The risk weighting of exposure is subject to the requirements of the CRR within the EU. In
the case of regional governments and local authorities (RGLAs), the risk weighting is de-
termined using the standard approach in accordance with Art. 115 CRR. Section 4 de-
scribes the possibility that exposure to sub-sovereigns may be treated as exposure to the
respective central state, provided that the state in question is not part of the EEA and is
therefore regarded as a third country. Essentially, there are two requirements for equal
treatment of exposure, i.e. the possibility of a 0% risk weighting:

1. The third country’s regulatory and legal provisions are at least equivalent to those
of the European Union.

2. The regulatory body in the third country treats exposure to the respective
sub-sovereigns like exposure to the central government. This is because there is no
difference in relation to the risks of these positions due to the special powers to
levy taxes held by these sub-sovereigns and institutional precautions that are in
place to reduce the risk of default.

Necessary to examine two requirements

It is accordingly necessary to examine two requirements: the equivalence of Canada’s reg-
ulatory and legal provisions with those of the EU and the risk weighting of Canadian prov-
inces and territories under the standard approach in Canada.


https://www.nordlb.com/my-nord/lb-portals/download/research-document-11979?cHash=1c06906bab6ed28ff91851dfaf9f1407
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11979?cHash=1c06906bab6ed28ff91851dfaf9f1407
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32013R0575
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021D1753
https://www.osfi-bsif.gc.ca/Eng/fi-if/rg-ro/gdn-ort/gl-ld/Pages/CAR22_index.aspx
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32013R0575
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02019R0876-20200627
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021D1753
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021D1753
https://www.osfi-bsif.gc.ca/Eng/fi-if/rg-ro/gdn-ort/gl-ld/Pages/CAR22_index.aspx
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BCBS approves reforms

In 2018, the Basel Committee on Banking Supervision (BCBS) adopted amendments to the
regulations governing capital requirements under the credit risk approach, among other
measures. A buffer was also added to the leverage ratio and the calculation of the neces-
sary regulatory capital by the banks was also tightened up. The purpose of these adjust-
ments is the unjustified variability of risk weightings between the individual banks.

Commission decision: equivalence of regulatory and legal provisions

Examination of the first requirement was made far easier in October 2021. The European
Commission published implementation decision (EU) 2021/1753, which defined those
countries in which the regulatory and legal provisions are at least equivalent to those of
the EU. In conjunction with Annex IV of the decision, Article 4 indicates explicitly those
countries for which this first requirement of Art. 115(4) CRR is met. This list includes the
following jurisdictions:

List of third countries that are equivalent from a supervisory and legal viewpoint

Argentina Hong Kong Saudi Arabia
Australia India Serbia
Bosnia and Herzegovina Isle of Man Singapore
Brazil Japan South Africa
Canada Jersey South Korea
China Mexico Switzerland
Faroe Islands Monaco Turkey
Greenland New Zealand USA
Guernsey North Macedonia

Source: European Commission, NORD/LB Floor Research

Equivalence confirmed
Equivalence is thereby confirmed by the Commission's decision. As a result, the first re-
quirement of Art. 115(4) can be regarded as satisfied.

CAR: 0% risk weighting of Canadian regions in Canada

The risk weighting is therefore exclusively based on the regulatory treatment of the Cana-
dian provinces and territories by the Canadian regulatory and supervisory institution. The
relevant legal provision is the CAR, which specifies the definitions for the risk weighting
under the standardized approach in Chapter 4.1.2. This provision enables the equivalence
of Canadian provinces and territories and the central government, resulting in a risk
weighting of 0%.

0% risk weighting for Canadian provinces possible under CRR

The method of deriving the risk weighting through the CRR, the decision of the European
Commission and CAR therefore confirm the possibility of assigning a risk weighting of 0%
based on the standard approach. Accordingly, in our opinion, Canadian provinces and terri-
tories represent interesting alternatives to other issuer groups that benefit from similar
regulatory preference (e.g. German Laender).
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The LCR classification

LCR classification dependent on two conditions

The LCR classification of bonds issued by Canadian provinces and territories is defined by
the LCR Regulation, which is based on the CRR. We believe that Level 1 classification is pos-
sible since the requirements of Art. 10(1)(c)(iv) LCR are met.

Art. 10(1)(c)(iv) LCR requires two conditions to be met
Art. 10(1)(c)(iv) LCR enables the possibility of Level 1 classification for bonds issued by re-
gional governments and local authorities (RGLAs) that are not based in the EEA. For this,
two requirements are defined:
1. LCR classification of the respective central state is possible under Art. 10(1)(c)(ii)
2. Exposure to sub-sovereigns may be treated as exposure to the respective central
state under Art. 115(4) CRR

First requirement: Validity of Art. 10(1)(c)(ii) LCR for Canada

The first requirement is that exposure to Canada can be classified as Level 1 assets under
Art. 10(1)(c)(ii) LCR. Classification requires a Credit Quality Step (CQS) of 1 in accordance
with Art. 114(2) CRR. Canadian government bonds must have a minimum rating of AA-/Aa3
in order to be classified as Level 1 assets. Since Canada is currently rated AA+/Aaa/AAA by
Fitch, Moody's and S&P respectively, this requirement is met. Given that Canadian
government bonds can consequently be used as Level 1 assets, the first condition of
Art. 10 (1)(c)(iv) LCR is hereby satisfied.

Second requirement: 0% risk weighting for Canadian provinces

For the second requirement, the LCR refers to the risk weighting of the respective
sub-sovereign according to Art. 115(4) CRR. Since we conclude that a risk weighting of 0%
can be applied to exposure against Canadian provinces and territories in accordance with
the standard approach of CRR (see previous pages), this requirement is therefore also met.

Bonds issued by Canadian provinces as Level 1 assets

As a result, we arrive at the conclusion that Canadian provinces and territories benefit from
Level 1 classification in the context of the LCR, similar to German Laender, for example. For
a more in-depth analysis of the LCR, we would refer at this point to our Issuer Guide —
German Laender 2023.



https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02015R0061-20220708
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11979?cHash=1c06906bab6ed28ff91851dfaf9f1407
https://www.nordlb.com/my-nord/lb-portals/download/research-document-11979?cHash=1c06906bab6ed28ff91851dfaf9f1407
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The NSFR classification

Introduction of the NSFR within the framework of the CRR

After the CRR came into effect, requirements with regard to the Net Stable Funding Ratio
(NSFR) were also implemented into European law, although the European Commission
adopted the BCBS draft with a handful of amendments. Similar to the LCR, the purpose of
the NSFR is to avoid funding risks. In contrast to the LCR, however, the focus of the NSFR is
on a time frame of 12 months, rather than stress periods of one month. For more detailed
information in this regard, we again refer to our Issuer Guide — German Laender 2023.

RSFF of 0% in accordance with Art. 428r — 428ah CRR

The classification of assets in RSF categories is regulated by Articles 428r-428ah of the CRR.
As unencumbered LCR Level 1 assets (see previous pages), a Required Stable Funding Factor
(RSFF) of 0% can be applied to bonds issued by Canadian provinces and territories, which is
the best possible classification. In comparison with the draft version drawn up by the BCBS,
which stipulated an RSFF of 5%, this classification is even more favourable. Canadian sub-
sovereigns are therefore equated with the German Laender, for example.

The Solvency Il classification

Solvency Il classification according to BaFin

In the standard formula under Solvency I, bonds are generally considered in relation to the
interest rate risk, the spread risk, the market concentration risk and, if denominated in for-
eign currency, the currency risk. In the spread risk and market concentration risk, certain
bonds are assigned a risk factor of 0%. In this respect, see in particular Art. 180(2) Delegat-
ed Regulation (DR) for specific risk exposures in relation to the spread risk and Art. 187(3)
DR for the market concentration risk.

Basic principles of Solvency Il classification

The capital requirement for the spread risk of bonds is basically determined as a stressed
market value, whereby the related stress factor to be used is essentially derived from the
two parameters: duration and CQS. For further details, please refer to Art. 176 ff. DR. The
credit quality step is mainly derived from the (external) rating. To this end, a specific map-
ping is defined in a document entitled: Implementing Technical Standards on the mapping
of ECAIs credit assessment. Exposure to local governments is only to be treated as exposure
to the relevant central government if they are explicitly included on the published Lists of
the European Banking Authority (EBA).



https://www.nordlb.com/my-nord/lb-portals/download/research-document-11979?cHash=1c06906bab6ed28ff91851dfaf9f1407
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02015R0035-20220802
https://www.eba.europa.eu/regulation-and-policy/external-credit-assessment-institutions-ecai/draft-implementing-technical-standards-on-the-mapping-of-ecais-credit-assessments
https://www.eba.europa.eu/regulation-and-policy/external-credit-assessment-institutions-ecai/draft-implementing-technical-standards-on-the-mapping-of-ecais-credit-assessments
https://www.eba.europa.eu/eba-updates-lists-regional-governments-and-local-authorities-rglas-and-public-sector-entities-pses
https://www.eba.europa.eu/eba-updates-lists-regional-governments-and-local-authorities-rglas-and-public-sector-entities-pses
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Specific aspects of Solvency Il classification

Given that none of the provinces of Canada constitute a regional government of a member
state, Art. 180(2)(b) DR in particular is not applicable initially. Due to the fact that a large
majority of the issued bonds is additionally not denominated in the currency of the relevant
central government (Canada), but rather denominated in EUR, Art. 180(3) DR is likewise in
particular not applicable. As a result, in this instance, the capital deposit is determined in
line with the requirement specified in Art. 176 DR. In terms of fixed-interest bonds,
Art. 176(3) DR is relevant for stress factor use in particular, provided that these bonds are
rated. In the case of variable-interest bonds, Art. 176(2) DR and Art. 176(4) ff. DR in particu-
lar must be observed.

Result - CQS

The decisive factor is that bonds of this type denominated in foreign currency that are is-
sued by provinces or regional governments of non-member countries are not assigned pre-
ferred status and, as a rule, must accordingly be covered by equity capital, irrespective of
rating and consequently CQS too. This also applies to bonds denominated in CAD, since the
exposure to the province is not regarded as exposure to the Canadian state. For this reason,
it is not Art. 180(3) DR that is crucial to stress factor use, but rather Art. 176 DR still.
Consequently, no bonds are assigned preferred status, regardless of the rating.

Result — SCR

The SCR (Solvency Capital Requirement) is currently calculated on the basis of “individual
addresses”. Accordingly, it is the regional governments that constitute the individual
addresses in question. In the case of EUR bonds, there would also be no risk factor of 0% in
this instance (cf. Art. 186(1) in particular). This would also apply to bonds if they were
denominated in CAD. Consequently, no bonds are assigned a risk factor of 0% in the market
concentration risk either.

International regions missing from EIOPA list — approximation along the same lines as
RGLA guarantees expected

Interestingly, the EBA only includes RGLAs from the EEA in its list, although there is no re-
striction to Member States under Art. 85. In contrast, the Final Report based on the consul-
tation paper states that the scope shall initially be restricted to EEA-based RGLAs. However,
future extension of the scope to include RGLAs in relevant third countries is not ruled out.
If Solvency Il also follows the risk weighting according to Basel Ill for international sub-
sovereigns when applying preferred status, we believe that Canadian regions would also
benefit from a stress factor of 0%. In the event that exposure to Canadian regions were
treated as exposure to the central government, our interpretation would be that this also
produces a stress factor of 0% on the basis of Canada’s sovereign rating and in accordance
with Art. 180 (3).

Conclusion

In our view, bonds issued by regional authorities in Canada are not preferred under Solven-
cy Il and should therefore be assessed on a case-by-case basis according to risk class and
duration.


https://register.eiopa.europa.eu/Publications/Reports/EIOPA-BoS-15-119_Final_report_ITS_RGLA.pdf
https://register.eiopa.europa.eu/Publications/Reports/EIOPA-BoS-15-119_Final_report_ITS_RGLA.pdf
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Fundamental development of the Canadian provinces
Budget and debt development — an overview

High degree of heterogeneity

In relation to the budgets, Canadian provinces and territories again feature a high degree of
heterogeneity. There are major differences evident in the budgets of each individual sub-
sovereigns, not least due to the fact that the population of Canada is concentrated in just a
handful of provinces.

Trend in net debt of Canadian sub-sovereigns A comparison of outstanding net debt 2022/23
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Source: Budgets of the individual provinces and territories (Department of Finance Canada), NORD/LB Floor Research

Sustained growth in net debt

As was the case in previous years, the net debt of Canadian sub-sovereigns rose again in the
2022/23 budget year to a total of CAD 806.9bn. This equates to an increase of CAD +22.2bn
in comparison with the previous year. Unsurprisingly, the largest portion of the debt is at-
tributable, at CAD 400.5bn and CAD 206.8bn respectively, to the two most populous prov-
inces of Ontario and Quebec. Looking at total debt, there has been a rise of just under +14%
over the past three years. In the 2022/23 budget year, by far the highest debt growth in
percentage terms was recorded by Yukon (one of the three Canadian territories), where net
liabilities increased by +193.1%. However, this development should be contextualised by
highlighting the territory’s low debt level as a starting point. Among the provinces, Prince
Edward Island recorded the largest relative increase in debt with a percentage of new debt
of +8.9%, which is attributable to its higher budget deficit. In absolute figures, this growth
totals CAD +207m. However, Ontario and Quebec again stand out in terms of absolute debt
growth, having registered figures of CAD +17.6bn and CAD +14.6bn respectively versus the
2021/22 budget year. The largest debt reduction in the previous financial year was record-
ed by the province of Alberta, where net liabilities fell by a huge -22.7%. In total terms this
equates to fall in debt of CAD -13.4bn.
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Trend in net debt / GDP
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* Debt figures as at budget year-end (31 March); real GDP data as at calendar year-end.
Source: Public accounts of each of the provinces and territories, NORD/LB Floor Research
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Debt measured against GDP

Since the 2008/09 budget year, debt growth has always exceeded economic growth. How-
ever, this trend was broken in each of the past two budget years. For example, the ratio of
net debt to GDP fell to 37.2% in the 2022/23 budget year, with regional differences also
coming to the fore in this respect. Overall, the increase in debt relative to economic
strength has been slow in the recent past — with the exception of 2020/21, when debt
growth of 4.8 percentage points was recorded. However, this reflects new borrowing and
the contraction of GDP in the wake of the COVID-19 pandemic.

A comparison of net debt / revenue in 2022/23
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Source: Budgets of the individual provinces and territories (Department of Finance Canada), NORD/LB Floor Research

Turning point reached in debt sustainability

After the ratio of net debt to revenue reached a peak value in the 2020/21 budget year, this
metric has started to fall sharply again as early as the 2021/22 budget year. The reason for
this significant decline was revenue growth in the provinces and territories of just under
+18% across 2021/22. At present, the ratio of net debt to revenue stands at 138%. The dif-
ferences between the various parts of the country are again substantial in this regard; it is
striking that the territories perform best here. Moreover, the provinces and territories also
differ on account of their respective development in debt sustainability. While the average
value for debt sustainability in the provinces amounts to 155% over the past decade, the
equivalent value for the territories across the same time frame comes in at 8%.
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Trend in budget balances
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Trend in budget balances / GDP*
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Improvement in the aggregated budget balance

Having been seriously impacted by the COVID-19 pandemic, the total balance of the Cana-
dian provinces and territories has improved in the following years. In the 2022/23 financial
year, the collective of Canadian sub-sovereigns recorded a balance surplus again. Overall,
this amounts to CAD 8.0bn, reflecting a decline of CAD -1.0bn in comparison with the prior
year. The majority of Canadian sub-sovereigns posted more or less balanced budgets, with
Alberta in particular recording a significant surplus of CAD 11.6bn. Alberta posted remarka-
ble revenue growth amounting to +58.4% as early as the 2021/22 budget year, which ena-
bled the province to generate a budget surplus for the first time since 2014/15. In the
2022/23 budget year, there was renewed revenue growth of +11.4%. Ontario and Quebec
recorded the highest budget deficits in the same period. While both provinces still posted
positive balance sheets in 2021/22, the deficits recorded in the previous financial year to-
talled CAD -5.9bn and CAD -1.7bn respectively. In addition, two further Canadian sub-
sovereigns, namely Manitoba (CAD -0.4bn) and Prince Edward Island (CAD -0.1bn), posted
marginal budget deficits.
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Trend in revenues / interest expenditure*
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Improvement in interest coverage

The interest coverage of the Canadian provinces also improved in the 2022/23 budget year,
as has been the case in each of the previous nine budget years. The reason for this devel-
opment was that interest payments rose only marginally due to the low interest environ-
ment in combination with increasing revenues. Similarly to other metrics, there are also
clear differences between the individual provinces in terms of the respective levels of inter-
est coverage. For example, British Columbia is ranked first in a comparison of all provinces
with a score of 29.9x due to its below-average per capita interest burden, whereas the
province of Newfoundland and Labrador records the lowest value, at just 10.1x, despite the
fact that it posted the highest revenue per capita in the 2022/23 budget year. In 2022/23,
the average interest coverage across all provinces came to a value of 17.8x.

A comparison of revenues / interest expenditure in

2022/23
35 4
30 +
25
20 -+
15 -
10 -
5 | I
© A > ) Q N 92 >
o)\,\’ (o\'\’ /\\'\’ q,\\’ q\’p Q\’L ’»\’\, q,\"’ o W W WE . . . ;= ==
ST S S~ A S P
v v % v v v NL Qc ON MB PE NS NB SK AB BC
W Total revenue / debt charges EmTotal revenue / debt charges —Avg. 22/23 Provinces

* Excluding territories, as they have hardly any interest expenditure or none at all.
Source: Budgets of the individual provinces (Department of Finance Canada), NORD/LB Floor Research

Conclusion

As has been the case in preceding years, the total debt level of the Canadian sub-sovereigns
rose further in the 2022/23 budget year. This now stands at CAD 806.9bn, or 37.2% of GDP.
In addition, the financial situation of individual provinces and territories is characterised by
a high degree of heterogeneity. This can also be explained by the fact that the different
parts of the country vary significantly in terms of population, economic structure and other
factors. Nevertheless, some key metrics did develop positively: for example, debt sustaina-
bility, total balance and interest coverage of the provinces have all improved in the recent
past.
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Fundamental development of the Canadian provinces
A comparison of Canadian sub-sovereigns and
German Laender

Basic information to start

In our opinion there are significant differences between Canadian sub-sovereigns and Ger-
man Laender. Although the financial equalization mechanisms are now more alike since the
abolition of the Laender financial equalization system in its original form in 2020, there are
still clear differences regarding fiscal autonomy and budget development.

Connection with the central government — higher degree of autonomy for Canadian
provinces

One of the most significant differences between Canadian sub-sovereigns and German
Laender is, in our view, the degree of autonomy with regard to fiscal policy. While the
Laender only have limited flexibility, especially on the revenue side due to a low level of
autonomy, Canadian provinces have far more wide-ranging options in this respect. Indeed,
the Regional Authority Index (RAI) developed by Hooghe, Marks and Schakel (2010) reveals
that Canadian provinces enjoy greater fiscal autonomy than the German Laender, which is
likely to increase further as a result of the debt brake for German Laender reactivated at
the start of 2023. Nevertheless, German Laender have a higher total value and therefore a
greater degree of autonomy overall. The authors are currently working on an update to the
RAI, which should include data up to and including 2020. By transferring competencies to
the Bund in return for a higher share in VAT receipts for the Laender, they have further
limited their sovereignty, which is likely to reduce their RAI score. The RAI is not the only
index that attempts to classify the autonomy of sub-sovereigns: the OECD has a wide range
of indices in these areas, such as the Composite Spending Autonomy Indicator (CSAl). This
stands at 0.995 for Canada and 0.715 for Germany. In the CSAI, a zero stands for centralised
spending, while a one stands for decentralised spending. This result also indicates that Ca-
nadian sub-sovereigns have higher fiscal autonomy than the German Laender: the same
conclusion that was reached by the RAI.

Implicit chain of liability — assumptions vs. implicit constitutional entitlement

We see another difference between Canada and Germany in the implicit chain of liability
that connects sub-sovereigns with the central government. As we understand it, the liability
link between province and central government in Canada is based solely on the assumption
that, in a critical situation, the central government would act accordingly by providing sup-
port, thus acting as implicit guarantor. This is essentially similar in Germany, although here,
the principle of federal loyalty gives rise to implicit constitutional entitlement, which is con-
sequently far more established, even if the Basic Law only implies liability (for a discussion
of the principle of federal loyalty, we refer to our Issuer Guide — German Laender 2023).



https://www.nordlb.com/my-nord/lb-portals/download/research-document-11979?cHash=7db27cbe89d0df4260dce6074ad92046
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How the financial equalization mechanism works

In the past, the financial equalization system in Canada was very different to its German
counterpart. However, following the reform of the German financial equalization system,
there are now more similarities. Following the reformation/abolition of the Laender finan-
cial equalization system and the associated horizontal redistribution of funds between the
Laender, the system in place in both countries since 2020 has been one in which funds are
distributed only vertically from the central government to the provinces/Laender. A look at
the development of allocations from the equalization systems reveals that the proportion
of provincial income from the Canadian transfer system over the previous years oscillated
within a corridor between 16% and 18%. As a result of the strong increase in income in
budget years 2021/22 and 2022/23, the share of transfer payments has decreased recently,
standing at 15.0% in 2022/23 (2021/22: 15.4%). Meanwhile, the trend in Germany shows a
downward trajectory for some time now: while in 2012/13, around 9.0% of the total in-
come of the Laender was attributable to the financial equalization system, the most recent
figure for this metric stands at 5.8%.

Revenue from financial equalization in relation to total Total transfer payments to the Canadian sub-
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NB: Figures for the Laender as at calendar year-end. Estimates for most recent budget year in Canada;
German transfer payments in CAD were calculated at average yearly exchange rates
Source: Budgets of the individual provinces and territories (Department of Finance Canada), Federal Ministry of Finance, NORD/LB Floor Research

A comparison of the trend in transfers

Regarding the total transfer payments to the German Laender and the Canadian sub-
sovereigns, an interesting picture emerges: growth in Canadian transfers is greater than
that of the German Laender. In Canada, payments over ten years increased by 45.9%, while
in Germany, they rose by just 14.1%. Over the same period, the income of the Canadian
sub-sovereigns and the German Laender grew by 67.2% and 70.5% respectively, which also
explains the declining relative transfer share of total income of the German Laender. Ger-
man Laender are therefore becoming increasingly less dependent on transfer payments,
whereby the situation in the Canadian sub-sovereigns has only gradually improved.
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A comparison of the trend in interest cover
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Budget trend — stabilisation vs. positive trend

A look at the budget development of all Canadian sub-sovereigns and German Laender re-
veals clear differences. Particularly with regard to interest coverage, the German Laender
are miles ahead of the Canadian provinces and territories: while in German Laender, the
total income-interest payment ratio has nearly doubled in five years to 60.1x, Canada has
registered only a moderate rise from 14.4x to 18.1x. A similar trend can be identified in
debt sustainability, which the German Laender have been able to continuously improve in
the past — apart from in 2020/21. Since 2015/16, the Laender have exceeded the Canadian
sub-sovereigns in this metric; having deteriorated in the wake of the financial crisis, it has
now stabilised. The improvement in the budget metrics may be attributable to the stricter
regulations to which German Laender are subject. Since the start of 2020, German Laender
have not been permitted to acquire any new debt (an exception was made during the
COVID-19 pandemic, when the debt brake was discontinued between 2020 and the end of
2022) — they are also subject to review by the stability council on a semi-annual basis. The
debt brake is currently in force (again) in 13 of the 16 German Laender. We believe that it is
plausible that the interest coverage of German Laender will decrease in the future for large
amounts of refinancing, as the interest burden is increasing as a result of the restrictive ECB
monetary policy. As a contrast to this, we expect that Canadian sub-sovereigns will register
a less pronounced increase in the interest burden owing to the already high interest base.

A comparison of the trend in debt sustainability
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NB: Figures for the Laender as at calendar year-end. Estimates for most recent budget year in Canada.
Source: Budgets of each of the provinces and territories (Department of Finance Canada), German Federal Ministry of Finance, NORD/LB Floor Research

Conclusion

All in all, we see marked differences between Canadian provinces and German Laender.
While the implicit liability chain in Germany means that the Laender are strongly tied to the
federal government, the relatively high fiscal autonomy of the Canadian sub-sovereigns
from a fundamental perspective presents a significant advantage. We assess the overall
budget trend in the German Laender as more positive, with Canada also improving further
in 2022/23. The principle of federal loyalty has also led to a stronger correlation between
the German Laender in terms of creditworthiness. This principle aims to minimise the dif-
ferences, which are sometimes significant, in the creditworthiness of the individual
Laender. However, in the case of Canadian provinces, we view this aspect (connection with
the central government) as less of a compensatory factor. Accordingly, we see a far higher
degree of heterogeneity in the creditworthiness of Canadian provinces, which is also re-
flected in this form in the ratings.
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Refinancing of Canadian sub-sovereigns
Funding strategies — an overview

Significant differences between the provinces

There are notable differences between Canadian sub-sovereigns in terms of their capital
market activities. While none of the territories had issued any kind of bond prior to 2020,
the Northwest Territories (Ticker: GNWT) approached the market with its inaugural bond
issuance in September 2020 raising CAD 180m. Moreover, there are notable differences
between provinces in terms of the extent and structure of their primary market activities.

Ontario and Quebec remain the largest bond issuers by some distance

Ontario (Ticker: ONT) and Quebec (Ticker: Q) remain the two largest issuers, with ONT
alone having accounted for more than half of all bond issues by Canadian provinces in the
past. Across the year 2023, the state of play proved to be somewhat more balanced, alt-
hough at 43.8% versus 27.7%, ONT continued to be busier on the capital market than Q.
Jointly, the two provinces therefore still accounted for around 72% of the issuance volume.
Prior to the COVID-19 pandemic, Alberta and Manitoba were responsible for substantial
levels of issuance activity, although have since fallen back to shares of “only” 2.1% and 4.0%
respectively. At the same time, ONT and Q are also no longer the only two sub-sovereigns
to have placed EUR benchmarks, with British Columbia (Ticker: BRCOL) joining the ranks of
EUR provinces as well. In April 2018, Alberta entered the scene with a bang, placing an in-
augural EUR bond in the amount of EUR 1.5bn. In 2019, Alberta followed this up with a
further EUR 1.25bn. Manitoba surpassed this threshold in 2022 after tapping its existing
bonds. Its 15 EUR-denominated bond issues outstanding amount to a total volume of
EUR 1.8bn. In 2023, only Q placed a benchmark bond, issuing a total volume of EUR 2.25bn
in the process. BRCOL and ONT returned to the EUR market in early 2024, both raising
EUR 1.25bn for bonds with a 10.5y and 10y term respectively.

Diversified refinancing

There is typically a moderate level of diversification in terms of funding. Apart from New-
foundland and Labrador, Nova Scotia and Prince Edward Island, all other provinces use for-
eign currencies as part of their funding strategies. The foreign currency shares in relation to
the relevant volume of bonds outstanding range from 5.1% (Saskatchewan) to 25.8% (Brit-
ish Columbia), with an average of 18.2%. The USD is still the most important foreign curren-
cy among Canadian sub-sovereigns, accounting for the (melting) equivalent of EUR 66.7bn
of total debt outstanding. EUR-denominated bonds represent the second most important
foreign currency (EUR 40.8bn) and are examined separately in the following paragraph.
Other relevant foreign currencies used to ensure diversification of funding are the AUD,
GBP and CHF.

Four issuers of EUR benchmarks: ONT, Q, BRCOL and ALTA

Up to October 2015, ONT and Q were the only issuers of EUR benchmarks. Since this time,
BRCOL has also sought to access new investor groups. In April 2018, ALTA followed suit. At a
total of EUR 40.8bn overall, there is still some room for improvement in the contribution to
the funding mix of the now four issuers plus Manitoba (no primary market EUR benchmark
to date). The volume had declined temporarily following maturities in ONT, but has in-
creased again by more than EUR 10bn since 2020. We expect EUR-denominated funding to
grow further in time, with the potential for new provinces to open up to the euro as a result
of the new EMTN program in Newfoundland and Labrador.



https://www.gov.nl.ca/releases/2023/exec/0306n01/
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Overview of funding instruments

Province/territory

Alberta (ALTA)

British Columbia (BRCOL)
Manitoba (MP)

New Brunswick (NBRNS)
Newfoundland and Labrador (NF)
Nova Scotia (NS)

Northwest Territories (GNWT)
Nunavut ( -)

Ontario (ONT)

Prince Edward Island (PRINCE)
Quebec (Q)

Saskatchewan (SCDA)

Yukon (-)

Total/average

Outstanding volume of Proportion of Bond volume EUR Issuance volume 2023
bonds (EURbn) foreign currencies (EURDbN) benchmarks (EURbnN equivalent)
62.4 25.2% 4.8 3 1.0
59.0 25.8% 4.1 3 6.2
38.2 20.1% 1.8 1 1.9
15.0 9.5% - - 1.0
13.3 0.0% - - 0.6
11.1 0.0% - - 1.2
0.1 0.0% - - 0.0
279.2 13.7% 121 8 211
1.8 0.0% - - 0.1
164.9 25.1% 18.0 10 13.3
20.0 5.1% - - 1.6
664.9 18.2% 40.8 25 48.1

Foreign currencies are converted into EUR at rates as at 13 March 2024.
Source: Issuers, NORD/LB Floor Research

Issuance volumes: a game of two halves - part stabilisation, part expansion

The trend in issuance volumes of Canadian sub-sovereigns has been characterised by a ris-
ing trajectory over recent budget years, before reaching a (provisional) peak in the 2014/15
budget year. While the issuance volume in the 2007/08 budget year was CAD 34bn, for
example, it more than doubled to nearly CAD 80bn before dropping to just under CAD 75bn
prior to the COVID-19 pandemic. At the same time, the balanced budgets continued to de-
crease. Due to the pandemic, funding was on the rise again. Generally speaking, issuance
activities would primarily rise in CAD in the first instance, although there were considerable
fluctuations in the domestic currency as well. It was a similar story for foreign currencies,
with the result that the EUR in particular lost relevance in the short term, but in other
budget years has actually outperformed the Greenback. Of course, this is always opportun-
istically driven due to the cross-currency basis swap spreads (XCCY) in the respective mar-
ket situation. The trend in issuance volumes also not only reflects the economic or interest
rate environment. Instead, with regard to the refinancing operations of the provinces, it
also reflects commodity prices on global markets (particularly crude oil) and consequently
any loss of (budgeted) tax receipts that needed to be compensated for, and — depending on
market prices — those that will need to be offset in future.

Funding volumes for Ontario and Quebec remain relatively stable

Recently, however, this trend in volumes has applied to the two largest issuers — Ontario
and Quebec — only to a limited extent. Due to the sheer size of their budgets alone, Ontario
and Quebec always have high funding requirements (together they consistently account for
50%-80% of the total volume). With 42.0% of the total issuance volume, Ontario is and will
remain a heavyweight on the capital market, followed by Quebec (24.8%). In the meantime,
however, British Columbia, Alberta and Manitoba have also tapped the capital market with
increasing frequency, at times also in EUR. Moreover, Saskatchewan, New Brunswick and
Newfoundland and Labrador have been increasingly active as issuers too, although not (yet)
in the European single currency. As was the case across the world, the COVID-19 pandemic
led to increased funding requirements in Canada. This led both to a deterioration in budg-
etary situations and, in some cases, adversely impacted the rating (or at least the rating
outlook) as well.



33 / NORD/LB Issuer Guide 2024 // Canadian Provinces & Territories NORD/I-B

General information
Outstanding bonds
In EUR equivalent*
EUR 664.9bn
Of which in EUR*
EUR 40.8bn

EUR - the second most important foreign currency

In absolute terms, the EUR is the second most important foreign currency for the Canadian
provinces’ refinancing activities. Only the USD is of greater importance, while the GBP, CHF
and AUD all rank behind the EUR. In relative terms, the EUR is of minor importance com-
pared with the CAD: only in the 2009/10 and 2014/15 budget years did the EUR account for
around 10% of the total issuance volumes. Aside from Ontario and Quebec, up until 2011,
only British Columbia had issued a bond denominated in EUR. It is still in circulation with a
volume of EUR 40m up to 2038. In 2015 and 2024, BRCOL successfully placed benchmark
bonds (EUR 500m; EUR 1.25bn). Moreover, Canada’s westernmost province has been active
with smaller bonds. Since 2011, BRCOL has issued a total of 17 EUR bonds with a total vol-
ume of EUR 4.1bn. Up to the onset of the COVID-19 pandemic, the province had always
been awarded the top rating AAA/Aaa. A handful of issuance windows also opened up for
Alberta in 2015 and 2016. The EUR played an important role here, with the province able to
tap into new investor groups by way of private placements. Manitoba has also been active
in similar formats with a series of private placements. In April 2018, Alberta issued an inau-
gural EUR bond with a volume of EUR 1.5bn and 7y term — precisely matching that of Ontar-
io in the same month. The deal was priced at ms +5bp (ONT: ms +2bp). By way of compari-
son: the 10y benchmark placed by Quebec in January 2023 (EUR 2.25bn) was priced at
ms +41bp. It is also interesting to note that the only other EUR bond ever to have been
issued by a Canadian sub-sovereign other than Ontario and Quebec expired in 2007, with
Nova Scotia having placed this bond back in 2001. As such, a sixth Canadian province has
actually gained experience in the area of EUR issuances. As of this year, Newfoundland and
Labrador has likewise been in a position to place bonds in the European single currency.

Outstanding bonds issued by Canadian provinces — an overview
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WCAD | 20,667 | 34,843 | 21,360 | 27,407 | 26,680 | 26,508 | 32,183 | 32,736 | 22,660 | 29,003 | 4,135 | 265919

* Foreign currencies are converted into EUR at rates as at 13 March 2024. Values in the table presented in EURm.
Source: Bloomberg, NORD/LB Floor Research
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A comparison of outstanding bond volumes (EURbn)

A comparison of outstanding EUR benchmark volumes
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The Canadian capital market for bonds from the provinces and territories

The total volume of outstanding bonds issued by Canadian provinces amounts to the equiv-
alent of EUR 664.9bn. Of this, 6.1% is denominated in EUR, meaning that the European
single currency is of minor importance from the perspective of these issuers. With an out-
standing volume totalling EUR 40.8bn, the EUR nevertheless represents the second most
important foreign currency after the USD (equivalent to EUR 66.7bn in total). However, if
anything, this highlights the supreme importance of the CAD. The focus on ultra-long ma-
turities is rather fascinating: the volume-weighted average produces a mean time to ma-
turity of 12.5 years (as at: 13 March 2024), while more than one third of the bonds out-
standing will not mature until after 2033 (41.0%, with an upward trend). Conversely, for-
eign currency maturities are concentrated at the short end (e.g., a total of EUR 5.2bn of the
overall volume of EUR 40.8bn is set to mature after 2034). This equally applies to the USD
and GBP. Given that, in addition to Ontario and Quebec, only Alberta, British Columbia and
Manitoba have issued large-volume EUR bonds, we cover these provinces in greater detail
in the following Issuer Guide, before shining a light on potential future EUR benchmark
candidates such as Newfoundland and Labrador and Saskatchewan. This is followed by
short profiles of the remaining sub-sovereigns. At the time of our last publication, none of
the three territories had any bonds outstanding. However, the Northwest Territories now
has one bond issue outstanding (ticker: GNWT).

Bond amounts maturing in the next 12 months Spreads of Canadian provinces: a comparison
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Performance of benchmark issues
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Conclusion and outlook

When and to what extent Quebec and especially Ontario will increase their EUR emissions
again in the future remains unclear. We last saw Quebec with a benchmark in January 2023
(EUR 2.25bn), while Ontario, after a break since November 2021, was back in January 2024
(EUR 1.25bn). Ontario has significant maturities in EUR within the coming months. Quebec
and Alberta not again until 2025. In the 2014/15 financial year, EUR benchmark bonds
worth EUR 4.75bn were issued, which represented the highest level since 2009/10. The
above-mentioned BRCOL, MP and ALTA transactions at least made up in part for the former
EUR-denominated issuance activities of the “Big Two”. This segment remains highly attrac-
tive to European investors. Of course, the relevant interest rate environment at the time of
a transaction as well as the cross-currency basis swap spread always play a major role in the
refinancing of provinces as well. Ultimately, new issues are opportunistically driven by the
conditions in play at the time of the relevant issuance window. In Canada, the second half
of the tax year began on 1 October 2023. As is well known, the fiscal and therefore budget
year ends on March 31, 2024.
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Particular features in the refinancing of Canadian provinces
Green bonds as part of the funding mix

ONT and Q already active as green bond issuers

The first green bond deal from a Canadian province was recorded back in 2014: Ontario
placed a green bond (4y) in its domestic currency with a volume of CAD 500m. At the end of
January 2016, the same issuer carried out a second transaction in the amount of CAD 750m
(7y). This bond was then tapped at the start of 2017, which serves as a sort of quasi third
green transaction. This amounted to an additional CAD 800m to bring the overall volume to
CAD 1.55bn. In February 2017, Quebec also placed an inaugural deal of CAD 500m, for
which the order books were more than twice oversubscribed (see below). In the meantime,
Ontario alone has now issued 13 green bonds, of which seven are re-openings, with a total
volume of CAD 15.0bn, whereof CAD 13.0bn is still outstanding. This means that the largest
province of Canada is also the undisputed leader of these rankings. As a result, it can be
said that Canadian provinces are already making use of the green route to the capital mar-
ket both on a regular basis and to a significant extent as well. We now propose to briefly
introduce this future-oriented topic before delving deeper into the details.

Growing awareness of sustainability on the global capital markets

After issues such as sustainability and environmental protection have increasingly become
the focus of societal attention in recent years, awareness of these topics has also arisen on
the international capital markets. According to data from the Climate Bond Initiative (CBI),
green bonds accounted for 56% of the GSS+ volume in 2022, reflecting the popularity of
green bonds. In 2022, green bonds totalling USD 487bn were placed around the world
(-16% Y/Y). As was the case in 2021, themed bonds accounted for 5% of the total bond issu-
ance volume in 2022, according to CBI data. Ontario and Quebec have been using green
bonds as funding instruments for a good while now. The term Socially Responsible Invest-
ments (SRI) has come into usage in a similar context. These investments are characterised
by the fact that a positive net effect on society is targeted and that certain minimum ethical
requirements are fulfilled. For instance, neither the arms industry nor coal-fired power sta-
tions are eligible for financing. While ecological aspects are certainly considered with SRl on
occasion, the focus is more on societal considerations. ESG-compliant investments cover a
somewhat broader spectrum of criteria, taking into account aspects related to the areas of
Environment, Social and Governance as part of investment decisions. The fact that these
issues are being taken seriously by the largest market players is also reflected in the ECB
announcement dated 4 July 2022, which stated the central bank’s ambition of decarbonis-
ing its portfolio of corporate bonds. Furthermore, several institutional investors together
developed the “Principles for Responsible Investments” at the initiative of the United Na-
tions. In essence, these six principles represent a commitment on the part of the signatories
to take greater account of ESG factors in investment decisions and to promote their adop-
tion within the financial sector. To simplify the classification of investments that qualify as
sustainable or social, the EU devised a taxonomy to standardise the descriptions used. The
aim here is to support investments in the green remodelling of energy production and the
economy by removing any uncertainties. Recently, there have been loud calls for the tax-
onomy to be extended to include social aims. The European Economic and Social Commit-
tee has advocated for the establishment of a practical and conceptually sound social taxon-
omy in order to promote both ecologically and socially sustainable projects.


https://www.ofina.on.ca/greenbonds/
https://www.climatebonds.net/
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Green Bond Principles and allocation of issuance volume

We regularly publish a study on the topic of green bonds and ESG/SRI, in which we seek to
delve deeper into this relatively young market segment. The most recent study was pub-
lished in May 2023, which we plan to update this year as well. The International Capital
Market Association defined the Green Bond Principles (GBP). These regulate bond issuances
that qualify as green bonds and were most recently updated in June 2022. However, the
Green Bond Principles do not represent a legally binding definition. The Green Bond Princi-
ples focus on four criteria: Use of Proceeds, Process for Project Evaluation and Selection,
Management of Proceeds and Reporting. Projects that are given consideration are those
that pursue the overall objectives of adapting to and mitigating climate change, preserving
natural resources and biodiversity in addition to preventing and reducing pollution. Moreo-
ver, the GBP recommend that external auditors verify compliance. In the past, green bonds
have been differentiated from conventional bonds solely in the use of proceeds. In the in-
terim, green bonds are now starting to be differentiated on the basis on their yields too.
According to a study published by the International Monetary Fund (IMF) in April 2023,
green sovereign bonds feature an average spread of -4bp against conventional sovereign
bonds, although in certain cases the spread differences between individual countries are
more pronounced. The IMF further explains that the negative premium (greenium) can be
explained by the high demand for green bonds. In the future, this greenium could rise fur-
ther in the event that green bonds are awarded regulatory privileges. However, this would
all depend on uniform standards being implemented for green bonds. With the agreement
on the EU Green Bond Standard on 28 February 2023, there could well now be a standard-
ised definition to serve as the basis for this. According to the CBI, the largest issuers of
green bonds in 2022 were financial service providers and companies outside the financial
sector. At just over 77%, the three areas of energy, buildings and transport accounted for
the majority of the issuance volume in 2022. Looking at new issues in 2022 by country of
origin, China accounts for the largest share at more than USD 85bn, followed by the USA
(around USD 64bn) and Germany (approximately USD 61bn).

Influence of ESG factors on credit ratings

In 2019, the rating agency Fitch introduced a scoring model (ESG Relevance Score) that
allows the influence of ESG factors (Environmental, Social, Governance) on an issuer’s rat-
ing to be assessed. However, this only takes into account the influence of these factors on
the rating and not the behaviour of the respective issuer with regard to this aspect. The
background to this was a desire on the part of investors to create greater transparency in
respect of the influences underlying a rating. For this analysis, each of the three ESG factors
are divided into five sub-groups, for which a rating on a scale of 1 to 5 is awarded, with
Fitch able to refer to 106 sector-specific templates in order to assess the relevant aspects
for each sector. In this context, values of 1 and 2 represent no existing influence on the
rating (1: not relevant to either issuer or sector; 2: not relevant to issuer, but relevant to
sector). A score of 3 is awarded where a potential influence exists, while scores of 4 and 5
are awarded for relevant factors and particularly influential factors respectively. The five
sub-groups then produce a score from 1 to 5 for each of the three ESG factors, with three
sub-levels for each value. At the end of the process, there are ultimately 15 different levels
for each ESG factor. The values of the three ESG factors are then added up to produce an
overall score that follows the same system to provide insights as to the extent to which the
ESG factors influence the ratings of the respective issuers. For more detailed information,
please refer to Fitch Ratings publications.


https://www.nordlb.com/my-nord/lb-portals/download/research-document-11781?cHash=cd29ee25dcb9c0704d8b8d8399977f60
https://www.elibrary.imf.org/view/journals/001/2023/080/article-A001-en.xml
https://www.sustainablefitch.com/products/esg-relevance-scores#video
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Applying the scoring model to Canadian provinces

For each of the 15 sub-categories and the overall score, the model determines a score of 3
for British Columbia, Ontario, Saskatchewan and Quebec, which represents a relatively low
level of importance of ESG factors in the rating. In contrast, for the province of Alberta,
where the oil production industry plays a prominent role in the economy, a value of 4 is
awarded for “Biodiversity and Natural Resource Management” (sub-group linked to the
Environmental factor), which identifies this sub-group as being a relevant factor in the rat-
ings of this province. This also leads to an overall score in the lower 4 range. The rating for
this province is therefore influenced by ESG factors to a marginally greater extent than is
the case for the other provinces. In addition, it is also suprising that the province of Quebec,
which covers 98% of its energy requirement from renewable energies (primarily hydroelec-
tric power) is awarded a score of 3, exactly the same as the other provinces mentioned
above, for the “Water Resources and Management” sub-group.

Future prospects for green bonds

The Province of Quebec has — as described above — issued eight additional green bonds on
the capital market since making its debut in this segment back in 2017. Following the inau-
gural issuance of CAD 500m in February 2017, further green bonds of the same volume
were placed exactly 12 months later and in June 2018. In May 2022, the largest-volume
deal to date (CAD 1bn) was placed. The most recent deal was issued in November 2022,
which carried a volume of CAD 800m. This issuance was increased in June 2023 by way of a
reopening in the amount of CAD 600m to CAD 1.2bn. As such, the total volume of green
bonds placed by Quebec stands at CAD 5.7bn, reflecting a share of 2.8% in the province’s
net debt of CAD 206.8bn. While the last three issuances have each had a term to maturity
of ten years, the first five deals included two maturities of seven years and three with initial
terms of five years. It is notable that the order books for each of the new issuances have all
been several times oversubscribed, although a declining trend in this regard has recently
been in evidence. For example, the fifth green bond issue placed by Quebec (February
2020) generated an order book of CAD 2.8bn, which equates to an oversubscription ratio of
more than 5.0x, while demand for the November 2022 deal was just 1.75x more than the
bond volume. The investors for all of these bond issuances came predominantly from Can-
ada, with just over three quarters of the volumes being allocated to asset managers and
pension funds.

Conclusion and outlook

When and whether Ontario or Quebec will issue another green bond cannot yet be predict-
ed with any great degree of certainty. However, we believe that it would be realistic to ex-
pect the two provinces to each issue at least one green bond per year. In our view, this
would, in turn, lead to a continuation of the buoyant issuance activity in this sector in fu-
ture. Up to now, however, green bonds from Canada have been restricted to the domestic
currency (CAD). We have now also seen the first green bonds issued at local level, for ex-
ample from the cities of Toronto, Ottawa and Vancouver. Moreover, Manitoba was active
with an inaugural green deal in the form of a Green Impact Bond (CAD 1m) in February
2021.



http://www.finances.gouv.qc.ca/en/RI_GB_Green_bond_issues.asp
https://www.toronto.ca/city-government/budget-finances/city-finance/investor-relations/green-debenture-program/
https://ottawa.ca/en/business/research-and-data/investor-relations/green-bonds-city-ottawa/city-ottawa-green-debenture-treasurers-information-report-2021#section-77610dec-a7d0-4236-b289-9157cd49ab1b
https://vancouver.ca/your-government/investor-relations.aspx
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Particular features in the refinancing of Canadian provinces
Will Social Response Bonds become a key theme?

Sustainable Development Goals cover more than “just” green aspects

In order to target new investor groups even more specifically, Canadian provinces may be
well advised to consider issuing other bonds with a specific thematic focus in addition to
green bonds. Social bonds are already tried and tested on the market and can be used in a
variety of ways and in targeted fashion. Among other aspects, bonds of this kind enable
issuers to comply with the UN Sustainable Development Goals (SDGs, formerly Millennium
Development Goals) through the promotion of affordable housing and social inclusion, for
example.

SDG Housing Bonds

In 2017, Nederlandse Waterschapsbank N.V. (NWB Bank) from the Netherlands created a
framework for “SDG Housing Bonds” (previously known as “Affordable Housing Bonds”).
The proceeds from such bonds are used by NWB to grant loans for social housing projects
in the Netherlands. In this context, the focus is on the social mission of these organisations.
Community management is an important part of their work, and as such the organisations
strive to create a safe and healthy environment for inhabitants, in addition to increasing the
standard of living across the neighbourhood.

Social Bond Principles

The International Capital Market Association defines the Social Bond Principles (SBP). These
regulate bond issuances that qualify as social bonds and were most recently updated in
June 2023. However, the Social Bond Principles do not represent a legally binding defini-
tion. As with the Green Bond Principles, the Social Bond Principles likewise focus on four
criteria: Use of Proceeds, Process for Project Evaluation and Selection, Management of Pro-
ceeds and Reporting. Social projects are deemed to be those that are assessed and quanti-
fied by the issuer as providing a tangible social benefit. Social projects also aim to solve or
alleviate a specific social problem and/or achieve positive social outcomes. Categories of
social projects include, but are not limited to, providing and/or promoting affordable basic
infrastructure, access to basic services, affordable housing, the creation of jobs and food
security, in addition to socio-economic progress and empowerment. Social bonds are not
limited to a single category and can be targeted at specific demographic groups (e.g. ethnic
minorities, migrants, people with disabilities) or to serve more general purposes. The Social
Bond Principles recommend that compliance should be verified via external auditors. Social
bonds differ from other bonds solely in terms of the Use of Proceeds category, with no dif-
ferences to be seen in the structure and other characteristics such as yield and risk.

Comment

Social bonds are increasingly gaining in importance and could also be used by Canadian
provinces in future in order to address social challenges in a targeted manner. However, we
are unable to say with any degree of certainty when and even if the Canadian provinces will
in fact issue a social bond. At a local level, we have already seen the first smaller bonds, for
example on the part of the city of Toronto. Moreover, Vancouver issued an inaugural sus-
tainability bond in 2021, with the aim of promoting sustainable projects in both a social and
ecological sense.


https://www.icmagroup.org/assets/documents/Sustainable-finance/2023-updates/Social-Bond-Principles-SBP-June-2023-220623.pdf
https://www.toronto.ca/city-government/budget-finances/city-finance/investor-relations/social-debenture-program/
https://vancouver.ca/files/cov/10-25-2021-upcoming-nr-city-launches-first-100-million-sustainability-bond.pdf
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Particular features in the refinancing of Canadian provinces
Provincial Bond Purchase Program — PBPP

BoC launches PBPP

The Bank of Canada (BoC) felt compelled on 15 April 2020 to also launch a purchase pro-
gram for provincial bonds (Provincial Bond Purchase Program — PBPP) in order to further
support the liquidity and efficiency of the financing markets of the provincial governments.
For European investors, it then became important to be aware of the differences between
the PSPP, PEPP and PBPP. The Canadian program supplemented the BoC’s existing Provin-
cial Money Market Purchase Program (PMMP). Given the significant need for financing as
governments sought to implement emergency response measures, and with both house-
holds and businesses doing their best to plot a way through this challenging time, the aim
of both the PBPP and PMMP was to maintain well-functioning provincial financing markets.
Canada suffered not only as a result of the COVID-19 pandemic, but also from an oil price
shock, which in turn caused the country’s inflation outlook to plummet.

How the PBPP works

Eligible securities were purchased on the secondary market within the framework of the
PBPP. The eligible securities consisted of CAD-denominated bonds issued by all provinces
(and fully guaranteed provincial authorities) with a residual term to maturity of up to ten
years (i.e. those falling due prior to 15 April 2031). The program, which ran for a period of
12 months, was limited to CAD 50bn in volume. No minimum rating requirements were
imposed and the BoC planned not to acquire more than 20% of an issuer’s outstanding
eligible assets. The eligible portion of an issuer’s assets in circulation is recalculated on a
monthly basis. In addition, there was an option to expand the program parameters, provid-
ed that the conditions justified this. One interesting aspect is the approach regarding the
relative breakdown of provincial bonds: the volume of debt purchased by an eligible issuer
took into account the share of the issuer’s outstanding debt as well as the share of Canadi-
an GDP attributable to the issuer.

Comment

Following the initial announcement featuring the criteria outlined above, the PBPP was
fine-tuned up to the beginning of May 2020 before finally launching on 7 May 2020. The
program was eventually terminated on 6 May 2021 (limited to exactly one year). In total, a
volume of CAD 35.1bn (par value) in provincial bonds was purchased under the PBPP. As
predicted, purchases were mainly concentrated on the provinces of Ontario (42.7%) and
Quebec (21.5%), followed by Alberta (12.8%) and British Columbia (10.4%). The BoC reports
on the value of provincial bonds purchased under the PBPP on a weekly basis. Moreover,
there are other differences in comparison with the European purchase programs. For ex-
ample, no floating rate notes (FRNs; commonly called floaters) were eligible for purchase,
while bonds denominated in EUR (the main focus of this study) were likewise excluded.
However, this is consistent with the parameters of the Eurosystem's Expanded Asset Pur-
chase Program (EAPP), for which foreign currencies are ineligible. The BoC continues to
closely monitor global and domestic market developments and, in its own words, remains
committed to providing all the liquidity that the financial system requires in order to con-
tinue serving the needs of the Canadian population.
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Canadian Provinces and Territories

Issuer profiles
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Ontario

In 1867, the process of Canadian Confederation saw the former United Province of
Canada split into two separate regions: Ontario and Quebec. Together with New
Brunswick and Nova Scotia, these four regions became the first Canadian provinces by
way of the British North America Act and were granted wide-ranging rights as well as
their own constitutions. Following the Second World War, the Greater Toronto area in
particular grew at a disproportionate pace, replacing Montreal as the largest city. With
15.1m inhabitants (38.8% share of the Canadian population), Ontario is the largest
province of Canada as measured by this metric. In total, 2.9m Ontarians live in the
metropolitan region of Toronto. In addition, the capital city of Canada, Ottawa, is lo-
cated in the south-east of Ontario. The economy of Ontario is broadly based, although
at 5.7%, unemployment is marginally above the national average (5.4%). Despite the
huge area covered by the province (892,412 km?), agriculture plays only a minor role in
Ontario. With a GDP of CAD 829.5bn, which equates to 38.7% of economic output in
Canada, Ontario makes the highest contribution to the Canadian economy. Invest-
ments on the part of global automotive manufacturers and suppliers of batteries and
battery materials for electric vehicles totalling more than CAD 16bn over the past two
years are also worth highlighting, as these could potentially increase the share of raw
materials in economic output in the future.

Outstanding bonds issued by the province of Ontario
120 mmmmme e e e e e e e

100 mmmmmm e oo eas
T

T

EURbn

T

20
[ ]
!l H g BB E o

O o024 | 2025 | 2026 | 2027 | 2028 | 2020 | 2030 | 2031 | 2032 | 2033 | 2034 | 52034
EmCAD | 10,208 | 18,184 | 7,392 | 12,655 | 13,382 | 13,261 | 12,649 | 12,519 | 8,580 | 13,167 | 2,609 | 116,248
usb | 1,144 0 8,465 | 3,661 0 3,889 | 1,144 | 2,288 | 1,373 0 0 0
WEUR | 3,250 | 2,750 0 1,000 0 0 2,500 | 1,000 0 0 1,250 | 337
Other| 212 221 | 2,631 | 190 70 a1 0 22 22 260 215 0

Foreign currencies are converted into EUR at rates as at 13 March 2024. Values in the table in EURm.
Source: Bloomberg, NORD/LB Floor Research

Trend in interest cover

20 +

18

16 -

14

12 4

10

8 4

6 4

4 -

2

0 -
& oF P P SIS R P AR RGN RN G ¢
S S M R I MR P S L

——Average (Provinces) H Total revenue / debt charges ——Average (Provinces)

Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research


https://www.ontario.ca/page/ministry-finance
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Capital market

Net debt* (ranking**)
CAD 400.5bn (13th)
Outstanding bonds***
EUR 279.2bn

Of which EUR bonds
EUR 12.1bn
Bloomberg ticker

ONT
* Budget year 2022/23

adian Provinces & Territories

Economy 2022/23

Real GDP (ranking)

CAD 839.5bn (1st)

Real GDP per capita (ranking)
CAD 55,561 (8th)

Real GDP growth (ranking)
3.7% (5th)

Unemployment (ranking)
5.7% (5th)

NORD/LB

Key figures 2022/23

Tax-interest coverage (ranking)

13.0x (9th)

Total revenue/interest paid (ranking)
15.6x (11th)

Net debt/GDP (ranking)

47.7% (11th)

Net debt/revenue (ranking)

2.1x (13th)

** Current ranking of the province for the respective key figure, whereby a ranking of 1st is the best result in the sub-sovereign comparison.
*** Foreign currencies are converted into EUR at rates as at 13 March 2024.

Source: Statistics Canada, Department of Finance Canada,

Development of revenue in CAD per capita

NORD/LB Floor Research

Development of expenditure in CAD per capita
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I Operating revenue 10,703 10,742 10,732 11,197 12,501 12,766 o -
Tax revenue 8,936 8,988 8,986 8,894 10,434 10,697 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
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Gross value added by economic sector

Development of GDP and total debt per capita
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Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research
Strengths/Chances Weaknesses/Risks

+ Well-diversified economy

+ Relatively low dependence on raw materials

— Per capita debt and debt-to-GDP ratio remain high

+ Dependency on transfers on the low side

— Debt sustainability and interest coverage
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Quebec

The second largest province in Canada, Quebec is also the only province in which
French is the sole official language. After the first French colonial settlers established
the first permanent settlements in the region around the year 1600, Quebec became
one of the four founding provinces of Canada in 1867. Identification with its French
heritage and the strong sense of provincial self-assurance are also reflected in the
province's political outlook. Bloc Québécois is a political party that campaigns exclu-
sively in Quebec during federal elections. It is committed to representing the prov-
ince’s interests and targets independence from Canada as a long-term ambition. In the
election in September 2021, Bloc Québécois won the third highest number of seats,
claiming 32 of the 338 seats in the House of Commons of Canada. The economy of
Quebec is the second largest in Canada behind Ontario, with growth of +2.8% to
CAD 428.3bn recorded in 2022. At 4.5%, unemployment in 2023 was at the lowest
level of all provinces and came in below the Canadian average of 5.4%. Despite the

Key facts stable labour market, a budget deficit of CAD -1.7bn was generated in the 2022/23
Link to the Ministry of Finance budget year. A challenge that Quebec is currently confronted by is demographic devel-
Homepage opment: at 4.7% growth over the past five years, the population of Quebec is growing
Number of inhabitants (2022 . L . .
8”2;:(;:9 inhabitants (2022) at a far slower pace than the Canadian average. In addition to a low birth rate, this
Ca’pita’lcity development can be explained by the province’s below-average number of immi-
Quebec grants. Furthermore, as at 31 December 2022, Quebec has issued a guarantee for
CAD 49.1bn of the debts incurred by Hydro-Quebec. The utility company paid out a
dividend of more than CAD 3.4bn to the Quebec government in 2022.
Ratings Outstanding bonds issued by the province of Quebec
Long- Outlook L
term B0 - o o -
Fitch AA- stab L e --
Moody’s Aa2 stab . e -
2
S&P AA- stab S 30 -
20 -
P ., _ e mm -
m o B m =g BN I |
0 m =
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 >2034
mCAD | 5087 | 5665 | 6463 | 4,409 | 4,158 | 6,265 | 7,325 | 7,152 | 10,174 | 6,104 | O | 60,663
USD | 2,379 | 5262 | 2,613 | 1,144 | 3,203 | 1,373 | 1,373 | 915 0 | 1373 o 215
mEUR 0 | 4450 | 0 | 2250 | 1,000 | 1,000 | 2,250 | 2,500 | 2,250 | 2,250 | O 0
Other| 683 | 487 | 1,216 | 0 165 | 376 0 260 0 443 0 0
Foreign currencies are converted into EUR at rates as at 13 March 2024. Values in the table in EURm.
Source: Bloomberg, NORD/LB Floor Research
Trend in debt sustainability Trend in interest cover
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Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research


http://www.finances.gouv.qc.ca/index_en.asp
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Capital market

Net debt* (ranking**)
CAD 206.8bn (12th)
Outstanding bonds***
EUR 164.9bn

Of which EUR bonds
EUR 18.0bn
Bloomberg ticker

Q

* Budget year 2022/23

** Current ranking of the province for the respective key figure, whereby a ranking of 1st is the best result in the sub-sovereign comparison.

Economy 2022/23

Real GDP (ranking)

CAD 428.3bn (2nd)

Real GDP per capita (ranking)
CAD 49,249 (9th)

Real GDP growth (ranking)
2.8% (10th)

Unemployment (ranking)
4.5% (1st)

*** Foreign currencies are converted into EUR at rates as at 13 March 2024.
Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research

Development of revenue in CAD per capita

Key figures 2022/23
Tax-interest coverage (ranking)
11.5x (12th)
Total revenue/interest paid (ranking)
14.4x (12th)

Net debt/GDP (ranking)

48.3% (12th)
Net debt/revenue (ranking)

1.4x (10th)

Development of expenditure in CAD per capita

NORD/LB
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I Operating revenue 13,057 13,657 13,756 14,296 16,139 16,686
04
Tax revenue 10,349 10,906 10,789 10,715 12,746 13,325 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
mmTransfers 2,727 2,818 3,005 3,041 3,058 3,143 W Operating expense| 12,694 12,718 13,511 14,789 15,808 16,878
= Deficit/surplus 363 939 245 -493 331 -192 Debt charges 1,110 1,038 903 897 1,004 1,156
——Operating revenue ——Operating expense
11,572 11,926 11,871 12,163 14,224 15,002
(Canada average) (Canada average) | 11849 12,086 12,438 13,429 14,001 14,809

Gross value added by economic sector
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Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research

Strengths/Chances

+ Low unemployment rate

+ Strong, diversified economy

+ Relatively low dependence on raw materials

Development of GDP and total debt per capita

40,000 -
30,000 -
20,000 -
10,000
0 ; ; ; ; ;

I Real GDP

Weaknesses/Risks

— Below-average economic output per capita

— Per capita debt and debt vs. GDP remain high

— Ageing population

2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
Net debt —GDP (Canada average)



45 / NORD/LB Issuer Guide 2024 // Canadian Provinces & Territories NORD/I-B

British Columbia

British Columbia is the third-largest province in Canada by population. Around 5.3m
people live in the province, which covers 9.5% of the total area of Canada. The majori-
ty of the population is concentrated in the south of the province, especially in
Vancouver and Victoria. Like in the neighbouring province of Alberta, the number of
inhabitants has risen disproportionately strongly in British Columbia in recent years. As
the only province of Canada with a pacific coastline, main trading partners naturally
include some Asian countries, such as China, Japan and South Korea. Despite its slightly
below-average economic output per capita, British Columbia is one of the strongest
Canadian provinces in financial terms. With 0.7x, the score for debt sustainability is the
third best among all provinces. In 2022, a GDP of CAD 299.3bn was generated, which
equates to growth of +3.9% Y/Y. At just 5.9% of economic output, the commodities
sector can hardly be described as a dominant pillar of the British Columbia economy,
although its share has risen by more than two percentage points in the past three

Key facts years. One of the largest energy projects in the history of Canada is also being realised
Link to the Ministry of Finance in British Columbia: LNG Canada. An export terminal located in Kitimat on a section of
Homepage coastline in the north of the province will direct shipments of natural gas to Asia, deliv-
Number of inhabitants (2022) ered to the terminal by way of a 670km-long pipeline. The total costs for this project
5,319,324 . . .
Capital ity amount to over CAD 48bn, with operations expected to start in 2025. The budget plan
Victoria 2023 is also worth mentioning, as it projects rising expenses and deficits from the
2023/24 budget year through to 2025/26. As a result, the rating agency S&P was
moved to downgrade the rating of British Columbia and issue a negative outlook.
Ratings Outstanding bonds issued by the province of British Columbia
Long- Outlook L
term e
T —————————AN i -,
Fitch AA+u stab
T —-S.—S-AiA i  E,
Moody'’s Aaa stab 15 m e e
§
S&P AA neg S R
9 g
6 e e e e e e e e e e e e e e e e e e e e e e e e e e =
[
3w -, e . ************* |
= N L m N - m N
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 >2034
mCAD | 624 | 2,747 | 1,160 | 1,933 | 1,492 | 2,055 | 2,855 | 4,229 | 1,696 | 2,035 | 746 | 22,207
usb | 1,44 | o |3441| o [ 180/ o 0 | 1602 0 | 205 | o 293
mEUR 0 500 0 0 0 0 0 0 250 0 | 1,250 | 2,125
Other| 423 0 0 103 0 0 104 0 89 0 0 0
Foreign currencies are converted into EUR at rates as at 13 March 2024. Values in the table in EURm.
Source: Bloomberg, NORD/LB Floor Research
Trend in debt sustainability Trend in interest cover
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Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research


https://www2.gov.bc.ca/gov/content/governments/organizational-structure/ministries-organizations/ministries/finance
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Capital market

Net debt* (ranking**)
CAD 60.7bn (10th)
Outstanding bonds***
EUR 59.0bn

Of which EUR bonds
EUR 4.1bn

Bloomberg ticker

BRCOL
* Budget year 2022/23

Economy 2022/23

Real GDP (ranking)

CAD 299.3bn (4th)

Real GDP per capita (ranking)
CAD 56,257 (7th)

Real GDP growth (ranking)
3.9% (4th)

Unemployment (ranking)
5.2% (4th)

NORD/LB

Key figures 2022/23

Tax-interest coverage (ranking)

25.4x (3rd)

Total revenue/interest paid (ranking)
30.0x (4th)

Net debt/GDP (ranking)

20.3% (5th)

Net debt/revenue (ranking)

0.7x (6th)

** Current ranking of the province for the respective key figure, whereby a ranking of 1st is the best result in the sub-sovereign comparison.
*** Foreign currencies are converted into EUR at rates as at 13 March 2024.
Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research
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Gross value added by economic sector

Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research

Strengths/Chances

+ Low unemployment

Development of GDP and total debt per capita

60,000 -
M Services ex Trade, Finance
& Real Estate 50,000 -
Trade § 40,000 -
S
©
‘€ 30,000 -
M Finance & Real Estate 5
o
a 20,000 -
<
o
H Goods ex mining 10,000 -

.. . . 0 n T T T T T
Mining, quarrying, and oil 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
and gas extraction = Real GDP Net debt ——GDP (Canada average)

Weaknesses/Risks

— Dependency on the real estate sector

+ Comparatively good debt metrics — High le

+ Constant, high growth rates

2023 b

vel of planned expenditure and deficits in the
udget plan
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Alberta

With GDP of CAD 331.5bn and just under 4.5m inhabitants (11.7% of the overall popu-
lation of Canada), Alberta is both the most populous and economically strongest of the
three prairie provinces (Alberta, Saskatchewan and Manitoba). Comparable to Sas-
katchewan, the extraction of raw materials is of huge importance in Alberta, with
crude oil playing a prominent role in this regard. In 2021, Alberta was responsible for
82% of Canadian oil production. A large proportion of this activity is attributable to
extraction from oil sands. The dependency on oil prices, which certainly still exists, has
in fact risen again in recent years. This is reflected in higher oil prices and the increased
share of the raw materials sector in GDP. Whereas the value here stood at 13.0% in
2016, it had increased to 22.0% in 2022. Following the sharp fall in oil prices seen be-
tween 2015 and 2016, Alberta slipped into a recession, which again serves to underline
the province’s dependency on oil. For example, in 2020 the GDP of Alberta also fell by -
7.8% year on year due to low oil prices, among other factors. The province is character-

Key facts ised by disproportionately rapid population growth over both the short and long term.
Link to the Ministry of Finance The population of Alberta has increased by +7.1% over the past five years. Alberta’s
Homepage reputation as Canada’s most affluent province is certainly justified from the perspec-
Number of inhabitants (2022 . . . . -
umber of inhabitants (2022) tive of GDP per capita, although it has also had to contend with several budget deficits
4,543,111 ) . § . .
Capital ity in recent years. However, in the 2022/23 financial year, a substantial budget surplus of
Edmonton CAD 11.6bn was recorded, with GDP rising by +5.1% and revenues up by +11.4% in
comparison with the previous year. Moreover, net debt was reduced by -22.7%.
Ratings Outstanding bonds issued by the province of Alberta
Long- Outlook A oo oooolooolosooooosooooooosoooooooooooe
term L ettt
. e
Fitch AA- pos
15 mm e e e e oo
Moody’s Aa2 stab 12 b
2
S&P AA- stab T T
6 f---m-mmee- |
. m . B gm0y
o H = - [ | | |
2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030 | 2031 | 2032 | 2033 | 2034 | >2034
mCAD | 1,905 | 2,510 | 2,530 | 3,866 | 2,238 | 1,416 | 5,494 | 3,234 0 3,096 0 20,344
USD | 2,059 | 2,059 | 915 0 |1144| o |18%0 | 0 0 0 | 1,144 | 36
EEUR 0 | 2600 | 1,250 | o0 0 0 0 0 0 0 0 927
Other| 0 0 305 0 549 | 562 | 103 0 0 0 0 253
Foreign currencies are converted into EUR at rates as at 13 March 2024. Values in the table in EURm.
Source: Bloomberg, NORD/LB Floor Research
Trend in debt sustainability Trend in interest cover
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Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research


https://www.alberta.ca/treasury-board-and-finance.aspx
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Capital market

Net debt* (ranking**)
CAD 45.6bn (10th)

Outstanding bonds***

EUR 62.4bn

Of which EUR bonds

EUR 4.8bn

Bloomberg ticker

ALTA

* Budget year 2022/23

Economy 2022/23

Real GDP (ranking)

CAD 331.5bn (3rd)

Real GDP per capita (ranking)
CAD 72,965 (4th)

Real GDP growth (ranking)
5.3% (3rd)

Unemployment (ranking)
5.9% (6th)

NORD/LB

Key figures 2022/23

Tax-interest coverage (ranking)

22.9x (4th)

Total revenue/interest paid (ranking)
26.9x (5th)

Net debt/GDP (ranking)

13.8% (3rd)

Net debt/revenue (ranking)

0.6x (4th)

** Current ranking of the province for the respective key figure, whereby a ranking of 1st is the best result in the sub-sovereign comparison.
*** Foreign currencies are converted into EUR at rates as at 13 March 2024.
Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research

Development of revenue in CAD per capita

Development of expenditure in CAD per capita
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Gross value added by economic sector

Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research

Strengths/Chances

+ Debt metrics still at good levels
+ Highest GDP per capita among the provinces

+ Low levels of taxation compared with other provinces

Development of GDP and total debt per capita
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Weaknesses/Risks

— High dependency on commodities

— High unemployment

— Carbon transition risk
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Key facts

Link to the Ministry of Finance

Homepage

Number of inhabitants (2022)

1,409,223
Capital city
Winnipeg

Ratings

Fitch
Moody’s
S&P

Trend in debt sustainability
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Manitoba

In 1870, Manitoba became the first of the three prairie provinces to be carved out of
the Northwest Territories. In 2022, the province, which covers an area of 540,310 km?,
was home to more than 1.4m inhabitants. With a median age of 37.7 years, Manitoba
boasts the youngest population of all Canadian provinces ahead of second-placed Al-
berta. The economy grew by +3.3% in 2022 slightly below the Canadian average in this
respect. With growth of +15.5% since 2012, Manitoba ranks in seven place among the
Canadian sub-sovereigns. In 2024, the income tax brackets are to be raised and the
basic tax allowance is set to be increased. This is intended to stimulate increased inter-
provincial immigration to Manitoba, which in turn should provide a boost to the econ-
omy. This could also reduce Manitoba’s provincial emigration rate, as approximately
7,500 more people leave Manitoba than enter the province each year. The proportion
of young and educated citizens that decide to leave the province is particularly critical.
For example, more than 32.9% of those emigrating from the province are educated to
degree level, despite the fact that the Canadian average stands at 20.1%. Moreover,
52.0% of the emigrants from the province of Manitoba are aged 25-54. Traditionally,
Manitoba has a broadly diversified economy and low unemployment. In 2023, the un-
employment rate of 4.8% was the second lowest in Canada, behind Quebec and shared
with Saskatchewan. In contrast to this, however, with a share of 25.0% of revenues in
the 2022/23 budget year, Manitoba is dependent on governmental transfer payments
to a comparatively greater extent than other provinces.

Outstanding bonds issued by the province of Manitoba
2 e ooooooooioooo-
K T -, .-, D e D ., -k --
T T TECEEEEEEREEE --
12 A mmmm e e e e e oo --

L .

EURbn

2 P -

3, ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, -

0 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 | >2034
= CAD 610 2,69 | 1,289 | 1,017 | 1,390 | 1,598 906 2,041 | 1,173 | 1,106 203 | 16,493
usb | 1,647 0 458 0 915 0 0 0 0 915 0 0
BEUR 0 0 0 0 0 0 0 0 0 0 0 1,824
Other 0 227 279 181 283 305 0 21 119 22 45 433

Foreign currencies are converted into EUR at rates as at 13 March 2024. Values in the table in EURm.
Source: Bloomberg, NORD/LB Floor Research

Trend in interest cover
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Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research


https://www.gov.mb.ca/finance/
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Capital market

Net debt* (ranking**)
CAD 29.4bn (9th)
Outstanding bonds***
EUR 38.2bn

Of which EUR bonds
EUR 1.8bn

Bloomberg ticker

MP
* Budget year 2022/23

Economy 2022/23

Real GDP (ranking)

CAD 68.5bn (6th)

Real GDP per capita (ranking)
CAD 48,596 (10th)

Real GDP growth (ranking)
3.3% (6th)

Unemployment (ranking)
4.8% (2nd)

NORD/LB

Key figures 2022/23

Tax-interest coverage (ranking)

12.9x (10th)

Total revenue/interest paid (ranking)
18.5x (10th)

Net debt/GDP (ranking)

43.0% (10th)

Net debt/revenue (ranking)

1.4x (11th)

** Current ranking of the province for the respective key figure, whereby a ranking of 1st is the best result in the sub-sovereign comparison.
*** Foreign currencies are converted into EUR at rates as at 13 March 2024.
Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research

Development of revenue in CAD per capita
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Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research

Strengths/Chances

+ Stable labour market

+ Diversified economy

Weaknesses/Risks

— Dependency on transfers

— Ratio of net debt to GDP in a comparison of
the provinces
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Regina

Saskatchewan

The province of Saskatchewan was formed in 1905 after being carved out from the
Northwest Territories. In 2022, a total of just under 1.2m people lived in Saskatche-
wan. This equates to roughly 3.1% of the overall Canadian population. At 26.6% and
11.1% of GDP respectively, the raw materials and agriculture sector are both key pillars
of the economy of Saskatchewan. Moreover, Saskatchewan has huge deposits of ura-
nium and potassium. In fact, with a share of 13% in global uranium production,
Saskatchewan is the world’s second largest producer of this element. After Alberta,
Saskatchewan is the largest oil-producing region in Canada, accounting for around 10%
of Canadian oil production in 2021. Rapeseed and wheat are common features within
the agri-sector. The service sector in Saskatchewan is the smallest in Canada, at 47.3%
of GDP. Over the past decade, Saskatchewan’s GDP growth has been sluggish (2014:
CAD 74.4bn; 2022: CAD 76.7bn), although at +6.0% in 2022 the province managed to
record the strongest economic growth across Canada. While GDP per capita, at

Key facts CAD 64,171, may have declined versus 2014 in Saskatchewan (CAD 66,869), it remains
Link to the Ministry of Finance well in excess of the Canadian average of CAD 55,722. In 2022/23, the budget situation
Homepage of Saskatchewan improved in comparison with the previous year. For the first time
Number of inhabitants (2022 . .
umber of inhabitants (2022) since 2014/15, the province posted a budget surplus of CAD 1.6bn. Moreover, net debt
1,194,803 0 . . . . o
Capital ity was down by -5.7%. Furthermore, it is also worth noting that, with a share of just 9.1%
Regina in total revenues, Saskatchewan’s dependency on governmental transfer payments in
on the low side.
Ratings Outstanding bonds issued by the province of Saskatchewan
Long- Outlook e
term T« T
Fitch AAu stab D
Moody’s Aal stab
T S R
S&P AA stab S
w
4 S
2 g
] J
. m m M| m - W |
2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030 | 2031 | 2032 | 2033 | 2034 | >2034
mCAD | 848 | 933 | 1,068 | 678 | 882 | 319 | 1,102 | 1,458 | 20 | 1,258 | 0 | 10,435
usb | o 0 0 915 0 0 0 0 0 0 0 0
mEUR 0 0 0 0 0 0 0 0 0 0 0 0
Other| 0 0 0 0 0 0 0 0 104 0 0 0
Foreign currencies are converted into EUR at rates as at 13 March 2024. Values in the table in EURm.
Source: Bloomberg, NORD/LB Floor Research
Trend in debt sustainability Trend in interest cover
18 - 30 -
16 /———\//\
14 25 4
1.2 20 4
1.0 4
0.8 15
0.6 10
04 -
0.2 S
0.0 0
g ) A 2 ) Q N v >
\4 N 3 %2 i 2 V' % v v g \) © A > o Q N Nz >
@'e)\ ”9\?\ "9,3,\ ,\50\ é\\ @,3,\ ’&\9\ ’9,9\ AVQ,‘:»\ ’»&q,\ \?’\'\, ’&\'\, \(?\«, \3)\'\, \:\\'\, ,&\'\, \9\'\, ®°\q/ ’9\’» ’9’\’»
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= Net debt / total revenue ~ ——Average (Provinces) = Total revenue / debt charges —Average (Provinces)

Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research


https://www.saskatchewan.ca/finance?
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Capital market

Net debt* (ranking**)
CAD 14.6bn (6th)
Outstanding bonds***
EUR 20.0bn

Of which EUR bonds
EUR 0.0bn

Bloomberg ticker

SCDA
* Budget year 2022/23

Economy 2022/23

Real GDP (ranking)

CAD 76.7bn (5th)

Real GDP per capita (ranking)
CAD 64,171 (5th)

Real GDP growth (ranking)
6.0% (1st)

Unemployment (ranking)
4.8% (2nd)

NORD/LB

Key figures 2022/23

Tax-interest coverage (ranking)

21.1x (5th)

Total revenue/interest paid (ranking)
25.2x (6th)

Net debt/GDP (ranking)

19.0% (4th)

Net debt/revenue (ranking)

0.7x (5th)

** Current ranking of the province for the respective key figure, whereby a ranking of 1st is the best result in the sub-sovereign comparison.
*** Foreign currencies are converted into EUR at rates as at 13 March 2024.
Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research

Development of revenue in CAD per capita

Development of expenditure in CAD per capita

18,000 18,000
16,000 | 16,000 |
14,000 -
- 14,000 -
g 12,000 |
2 2
-] 10,000 - g 12,000 4
g 3
£ 8,000 - £ 10,000 |
5 £ '
8 6,000 | 5
a 2 8000 -
g 4,000 %
2,000 | 6,000 |
1 - - - 4,000 -
0 m u
-2,000 2,000 |
2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23 )
mmmOperating revenue| 12,187 12,482 12,697 12,324 15,350 17,237 o4
Tax revenue 10,083 10,322 10,488 9,666 12,422 14,428 2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23
== Transfers 1,393 1,426 1,462 1,497 1,534 1,571 mmmOperating expense| 12,450 12,713 12,969 13,281 16,593 15,914
mm Deficit/surplus -263 -231 -272 -956 -1,243 1,323 Debt charges 487 557 576 612 608 683
~Operatingrevenue ), ;) 11,926 11,871 12,163 14,224 15,002 ~Operatingexpense) ), g, 12,086 12,438 13,429 14,001 14,809
(Canada average) (Canada average)

Gross value added by economic sector

Development of GDP and total debt per capita

70,000 -
M Services ex Trade, Finance
& Real Estate 60,000 -|
Trade & 50,000 -
2
£ 40,000 -
£
M Finance & Real Estate g 30,000 -
=)
<
© 20,000 -
M Goods ex mining
10,000 -
Mining, quarrying, and oil 0 ‘ ‘ ‘ ‘ ‘
€, quarrying, 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
and gas extraction
I Real GDP Net debt — GDP (Canada average)
Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research
Strengths/Chances Weaknesses/Risks
+ Above average economic output per capita — Hardly any economic growth in the period prior to
2022

+ Net debt remains low

+ Low dependency on transfers (9% of revenues)

— Dependency on the raw materials sector
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\ New
‘. Brunswick

Key facts

Link to the Ministry of Finance
Homepage

Number of inhabitants (2022)
812,061

Capital city
Fredericton

Ratings
Long- Outlook
term
Fitch - -
Moody’s Aa2 pos
S&P A+ pos

Trend in debt sustainability
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B Net debt / total revenue

New Brunswick

New Brunswick was one of the first four Canadian provinces and to this day is the only
province with two official languages. In 2022, New Brunswick had a population of just
over 812,000 people (2.1% of the Canadian population). The government is seeking to
proactively counteract the sluggish population growth seen over recent years by way
of the Atlantic Immigration Pilot program. Among other things, this has led to popula-
tion growth of +2.7% in 2022, meaning that New Brunswick is again ranked among the
top-3 Canadian sub-sovereigns for this metric. With a median age of 45.7 years, ex-
ceeded only by Newfoundland and Labrador, New Brunswick is particularly in need of
young migrants. New Brunswick is traditionally characterised by one of the highest
unemployment rates in Canada. With unemployment of 6.6% in 2023, the province
was again above the Canadian average of 5.4%. However, unemployment has fallen
continually in recent years. At CAD 34.3bn, a total of 1.6% of Canadian GDP was gener-
ated in New Brunswick as at the reporting date, although growth was exceptionally low
at just +1.3%. Nevertheless, the province posted another improvement in its financial
situation last year. For example, New Brunswick’s debt to GDP ratio has been reduced
from 44.2% to 36.2% over the past five years, while budget surpluses have been
recorded in every year since 2017/18. Moreover, the province successfully maintained
the trend towards a reduction in net debt, which has been in evidence since the
2018/19 budget year. The dependency on governmental transfer payments, which
accounted for 29.2% of total revenues in 2022/23, is, however, somewhat striking.

Outstanding bonds issued by the province of New Brunswick

8 e
7 S
6 S
5 S
I B s
[-4
T B B
2 S
e  — T
.. m W m m - B - B
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 >2034
H CAD 577 678 678 678 1,153 34 0 407 814 610 373 7,545
usD 0 0 0 0 458 0 0 0 0 0
HEUR 0 0 0 0 0 0 0 0 0 0 0 0
Other 0 0 0 0 0 312 0 417 104 0 0 130

Foreign currencies are converted into EUR at rates as at 13 March 2024. Values in the table in EURm.
Source: Bloomberg, NORD/LB Floor Research

Trend in interest cover

25 4
20 4
15
10
5
0
™ \2) © A S ) Q N Vv >
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SN GRS U S S S S S
—Average (Provinces) I Total revenue / debt charges — Average (Provinces)

Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research


https://www2.gnb.ca/content/gnb/en/departments/finance.html
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Capital market Economy 2022/23 Key figures 2022/23

Net debt* (ranking**) Real GDP (ranking) Tax-interest coverage (ranking)

CAD 12.4bn (5th) CAD 34.3bn (8th) 15.2x (7th)

Outstanding bonds*** Real GDP per capita (ranking) Total revenue/interest paid (ranking)
EUR 15.0bn CAD 42,274 (12th) 23.3x (7th)

Of which EUR bonds Real GDP growth (ranking) Net debt/GDP (ranking)

EUR 0.0bn 1.3% (11th) 36.2% (8th)

Bloomberg ticker Unemployment (ranking) Net debt/revenue (ranking)

NBRNS 6.6% (8th) 1.0x (8th)

* Budget year 2022/23
** Current ranking of the province for the respective key figure, whereby a ranking of 1st is the best result in the sub-sovereign comparison.

*** Foreign currencies are converted into EUR at rates as at 13 March 2024.
Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research

Development of revenue in CAD per capita Development of expenditure in CAD per capita
16,000 16,000 -
14,000 - 14,000 -
. 12,000 -
|5 12,000 |
= 10,000 -
=2 -
© c
€ 8000 - £ 10,000 -
= o
3 6000 - £
e ) E 8,000
[=] -
5 4,000 - @
> 6,000 -
2,000 g a
o
0 - 4,000 -|
-2,000
2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23 2,000 -
= Operating revenue 12,182 12,589 12,729 13,178 14,411 15,334
0 |
Tax revenue 7,957 8,135 8,049 7,912 9,075 10,029 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
mmm Transfers 3,690 3,858 4,066 4,318 4,409 4,475 I Operating expense| 12,095 12,494 12,666 12,656 13,438 14,087
i Deficit/surplus 87 94 63 522 973 1,247 Debt charges 870 842 827 826 803 659
——Operating revenue —0 ti
11,572 11,926 11,871 12,163 14,224 15,002 perating expense
(Canada average) (Conada svernge) | 11849 12,086 12,438 13,429 14,001 14,809
Gross value added by economic sector Development of GDP and total debt per capita
1% 60,000 -
° B Services ex Trade, Finance
50,000 -

CAD per inhabitant

Trade 40,000
M Finance & Real Estate £ 30,000
20,000 -
M Goods ex mining
10,000
0 L T T T T T

Mining, quarrying, and oil
and gas extraction 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
EReal GDP Net debt ——GDP (Canada average)

Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research

Strengths/Chances Weaknesses/Risks

+ Improvement in budget situation — Slow economic growth

+ Proactive government approach to combat — High unemployment
stagnation

+ Surpluses generated in recent years
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St.John’;,’

Key facts

Link to the Ministry of Finance
Homepage

Number of inhabitants (2022)
525,972

Capital city
St. John’s
Ratings
Long- Outlook
term
Fitch - -
Moody’s Al stab
S&P A stab

Trend in debt sustainability
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NORD/LB

Newfoundland and Labrador

With a population of approximately 0.5m people and covering an area of 358,170 km?,
Newfoundland and Labrador is among the smallest provinces in Canada. Around one
fifth of the population lives in the capital St. John’s, which is also the oldest city in Can-
ada. The province’s economy is based to a significant extent on raw materials (48% of
Canadian iron ore is mined in Newfoundland and Labrador) and the energy sector. In
2021, the oil and gas reserves in Newfoundland and Labrador totalled 2.3bn barrels of
crude oil and 356.8bn cubic metres of natural gas — enough to last for decades in line
with current production volumes. At CAD 29.7bn, approximately 1.6% of Canadian
economic output is generated in Newfoundland and Labrador, although it was the only
province in Canada to post a decline in real GDP (-1.5%) in 2022 despite high oil prices.
This decline even resulted in GDP falling slightly below the level recorded in 2010.
Nevertheless, GDP in relation to number of inhabitants remains above the Canadian
average. However, despite declining by 1.3 percentage points, unemployment stood at
10.0% in 2023 (Canadian average: 5.4%) — once again the highest level across Canada.
Moreover, with a median age of 47.8 years, Newfoundland and Labrador is the oldest
sub-sovereign in Canada from a demographic perspective. Net debt per capita has
risen by +88.2% since 2012/13, standing at an unsurpassed value of CAD 29,848 in the
2022/23 budget year. With government transfers accounting for a share of 7.9% in
total revenues in 2022/23, Newfoundland and Labrador is the Canadian province least
dependent on transfers of this kind.

Outstanding bonds issued by the province of Newfoundland and Labrador

6 e
5 S
A e
B 3 oo e
-4
2
2 S
I N B ll ””””””””””””””””””””””””””””””
NS N B Bl = [
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 >2034
mCAD 288 780 780 1,289 1,153 814 983 610 0 814 0 5,765
usb 0 0 0 0 0 0 0 0 0 0 0 0
W EUR 0 0 0 0 0 0 0 0 0 0 0 0
Other 0 0 0 0 0 0 0 0 0 0 0 0

Foreign currencies are converted into EUR at rates as at 13 March 2024. Values in the table in EURm.
Source: Bloomberg, NORD/LB Floor Research

Trend in interest cover
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Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research


https://www.gov.nl.ca/fin/
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Capital market

Net debt* (ranking**)
CAD 15.7bn (7th)
Outstanding bonds***
EUR 13.3bn

Of which EUR bonds
EUR 0.0bn

Bloomberg ticker

NF
* Budget year 2022/23

Economy 2022/23

Real GDP*** (ranking)

CAD 29.7bn (9th)

Real GDP per capita (ranking)
CAD 56,488 (6th)

Real GDP growth (ranking)
-1.5% (13th)

Unemployment (ranking)
10.0% (10th)

NORD/LB

Key figures 2022/23

Tax-interest coverage (ranking)

8.5x (13th)

Total revenue/interest paid (ranking)
10.1x (13th)

Net debt/GDP (ranking)

52.9% (13th)

Net debt/revenue (ranking)

1.5x (12th)

** Current ranking of the province for the respective key figure, whereby a ranking of 1st is the best result in the sub-sovereign comparison.
*** Foreign currencies are converted into EUR at rates as at 13 March 2024.
Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research

Development of revenue in CAD per capita

Development of expenditure in CAD per capita

21,000 - 20,000
18,000 - 18,000 -|
16,000 -|
- 15,000 -
] 14,000
£ 12000 - £
] =
£ 12,000
€ 900 - 5
3 € 10000 -
2 6,000 5
2 o 8000 -
o 3,000 - a
S 6000 -
0l
4,000 -
-3,000
2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2,000 -
I Operating revenue 13,782 14,892 14,000 14,056 16,516 20,012 0
Tax revenue 11,540 12,643 11,461 11,040 13,851 16,731 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
= Transfers 1,395 1,427 1,465 1,498 1,533 1,589 = Operating expense| 15,506 15,944 16,850 16,917 17,039 18,520
i Deficit/surplus 1,724 -1,051 2,134 2,861 522 1,491 Debt charges 1,889 1,978 2,162 2,171 1,809 1,979
— i ——Operating expense
Operating revenue 11,849 12,086 12,438 13,429 14,001 14,809
(Canada average) 11,572 11,926 11,871 12,163 14,224 15,002 (Canada average)

Gross value added by economic sector

Source: Statistics Canada, Department of Finance Canada, NORD/LB Floor Research

Strengths/Chances

+ Above-average economic output per capita

+ Low dependency on transfers

Development of GDP and total debt per capita

60,000 -
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€
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o
B Goods ex mining
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- 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
and gas extraction
E Real GDP Net debt — GDP (Canada average)
Weaknesses/Risks

— High unemployment

— Dependency on the raw materials sector
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" Nova
Scotia

Link to the Ministry of Finance
Homepage

Number of inhabitants (2022)
1,019,725

Capital city
Halifax

Bloomberg ticker
NS

Nova Scotia

With a population of just over 1.02m inhabitants and covering an area of 55,285 km?,
Nova Scotia ranks as one of the smallest provinces in Canada. The economy of Nova
Scotia heads the list of Canadian provinces that are dominated by the service sector,
while public administration and real estate are also key pillars of the economy. In addi-
tion, the areas of healthcare and social affairs, as well as manufacturing industries and
construction, are of vital importance. In contrast, the raw materials sector is less rele-
vant to the economy of Nova Scotia. Although significant deposits of natural gas are
suspected to be located off the coast of Nova Scotia, the share of energy in GDP has
been on the slide each year and most recently stood at 1.8%. In 2022, Nova Scotia
generated real GDP of CAD 43.2bn (2.0% of total Canadian economic output), although
the growth rate of +3.0% year on year and +15.3% since 2013 is below average com-
pared with other provinces. One positive factor to highlight is that just a single deficit
(in 2020/21) has been recorded over the past seven budget years, which is due, among
other factors, to constantly low per capita expenditure. However, it should also be
mentioned that revenue per capita is only lower in Ontario as well. Moreover, Nova
Scotia is highly dependent on central government transfers, which account for 29.2%
of the province’s total revenues. In 2023, unemployment had fallen by 0.2 percentage
points but, at 6.3% overall, remains in excess of the Canadian average (5.4%).

General information Ratings
Outstanding bond volume (EURbn)* Fitch Moody’s S&P
EUR 11.1bn Long-term Outlook Long-term Outlook Long-term Outlook
Of which EUR bonds
- - Aa2 stab AA- stab
EUR 0.0bn
* Foreign currencies are converted into EUR at rates as at 13 March 2024. Source: Bloomberg, NORD/LB Floor Research
Development of revenue in CAD per capita Development of expenditure in CAD per capita
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S Q6000 -
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2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23 g
I Operating revenue 11,136 10,957 11,329 11,246 12,789 13,810 0
Tax revenue 7,363 7,147 7,344 6,676 7,908 9,142 2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23
= Transfers 3,305 3,367 3,540 3,768 3,912 4,026 mm Operating expense| 11,368 11,328 11,806 12,152 12,962 14,270
= Deficit/surplus 238 128 2 -348 342 114 Debt charges 869 893 843 738 640 658
—Operatingrevenue| ), o, 11,926 11,871 12,163 14,224 15,002 —Operating expense| ) o/q 12,086 12,438 13,429 14,001 14,809
(Canada average) (Canada average)
Gross value added by economic sector Development of GDP and total debt per capita
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CAD per inhabitant

Source: Department of Finance Canada, Statistics Canada, NORD/LB Floor Research


https://beta.novascotia.ca/government/finance-and-treasury-board
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Charlottetown

Link to the Ministry of Finance

Homepage

Number of inhabitants (2022)

170,688
Capital city
Charlottetown
Bloomberg ticker
PRINCE

General information
Outstanding bond volume (EURbn)*

EUR 1.8bn
Of which EUR bonds
EUR 0.0bn

Prince Edward Island

Prince Edward Island (PEI) is the smallest Canadian province in terms of area, covering
just 5,681 km?. Having become part of Canada in 1873, PEl is one of the three maritime
provinces in the country. French settlers began to develop agriculture as early as 1720,
while the agri sector today accounts for 5.7% of the province’s economic output. Aside
from this, the economy is shaped by a high degree of diversification. Mining raw mate-
rials is less important for the economy in PEl than in any other Canadian sub-sovereign.
However, the existence of gas deposits beneath the province has been verified, alt-
hough it remains to be seen how extensive these are. The development of public infra-
structure, educational institutes and healthcare facilities, in addition to renewable
energies, is being promoted in particular, with the aim of safeguarding the future via-
bility of the economy of PEI. In 2022, just 0.3% of Canadian economic output originat-
ed from the province, where real a GDP of CAD 7.1bn was generated. PEIl has always
had the lowest economic output in per capita terms. In addition, the unemployment
rate is traditionally one of the highest in Canada, although this did recently decline to
7.3% (Canadian average: 5.4%). After recording a surplus in the previous year, the
2022/23 budget year saw the return of a deficit (CAD -66m). Moreover, PEl is highly
dependent on payments from the financial equalization system (27.1% of revenues).
The population growth of 13.5% in the last five years is also worth mentioning.

Ratings
Fitch Moody’s S&P
Long-term Outlook Long-term Outlook Long-term Outlook

- Aa2 stab A pos

* Foreign currencies are converted into EUR at rates as at 13 March 2024. Source: Bloomberg, NORD/LB Floor Research

Development of revenue in CAD per capita
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Source: Department of Finance Canada, Statistics Canada, NORD/LB Floor Research


https://www.princeedwardisland.ca/en/topic/finance
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Northwest
Territories

Vellowknife ji§

Key facts

Link to the Ministry of Finance
Homepage

Number of inhabitants (2022)
45,605

Capital city
Yellowknife

Bloomberg ticker

Northwest Territories

Covering an area of 1,127,712 km?, the Northwest Territories (NWT) constitute the
third-largest sub-sovereign in Canada. The history of the NWT is dominated by a num-
ber of carve-outs (e.g. Yukon in 1898 and Nunavut in 1999). In 2022, the population
stood at 45,605 inhabitants (0.1% of Canada’s total population). The economic output
of the NWT is characterised by the region’s dependency on local mineral deposits and
raw materials and their respective market prices. More than 21% of economic output
was generated in this sector as per the most recent data. Canada’s status as the
world’s third-largest producer of diamonds is primarily down to the deposits found in
the NWT. In the recent past, the energy sector has started to become more important
again: while in 2017 it constituted less than 2% of GDP, by 2022 this had grown to
more than 4%. Nevertheless, NWT does harbour further potential with regard to the
oil and gas sector. In 2022, the economy generated real GDP of CAD 4.3bn. Although
this was the largest economic output of the three territories, it represents just 0.2% of
total Canadian GDP. However, for the NWT, economic output measured in per capita
terms has always been higher than in any other Canadian sub-sovereign. Real GDP per
capita amounted to CAD 93,257 in 2022. The budget of the NWT is heavily dependent
on transfer payments from the central government. In the 2022/23 budget year, the

GNWT
Canadian state accounted for around 66% of the territories revenues.
General information Ratings
Outstanding bond volume (EURbn)* Fitch Moody’s S&P
EUR0.1bn Long-term Outlook Long-term Outlook Long-term Outlook
Of which EUR bonds
AA- stab Aa2 stab - -
EUR 0.0bn
* Foreign currencies are converted into EUR at rates as at 13 March 2024. Source: Bloomberg, NORD/LB Floor Research
Development of revenue in CAD per capita Development of expenditure in CAD per capita
55,000 - 60,000 -
50,000 -
45,000 - 50,000 -
] 40,000 -
% 35,000 &
© Il 40,000 -
_E 30,000 - g
T 25,000 - s
[ c
Q20,000 - - 30,000 -
[=] 7]
5 15,000 | na.
10,000 7 S 20000 -
5,000 -
0 -
-5,000 10,000 -
' 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
mm Operating revenue| 40,973 39,350 41,025 47,245 49,613 52,951 o
Tax revenue 9,383 7,603 7,677 9,030 9,797 10,052 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
B Transfers 28,848 29,368 30,508 32,660 33,993 34,887 B Operating expense 38,141 39,928 42,578 45,759 48,545 51,313
s Deficit/surplus 2,832 -556 -1,575 1,486 1,068 870 Debt charges 385 467 488 360 582 554
——Operating revenue ——Operating expense
(Canada average) 11,572 11,926 11,871 12,163 14,224 15,002 (Canada average) 11,849 12,086 12,438 13,429 14,001 14,809
Gross value added by economic sector Development of GDP and total debt per capita
120,000 -
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& Real Estate 100,000 -
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£
£
‘€ 60,000 -
M Finance & Real Estate 5
o
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and gas extraction I Real GDP Net debt —GDP (Canada average)

Source: Department of Finance Canada, Statistics Canada, NORD/LB Floor Research
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" igaluit /

“.Nunavut

Key facts
Link to the Ministry of Finance

Homepage

Number of inhabitants (2022)
40,526

Capital city
Igaluit

Nunavut

In order to provide the Inuit population with relative autonomy, the territory of Nu-
navut was carved out of the Northwest Territories in 1999. At 1,836,994 km? (roughly
21% of the total area of Canada) it is the largest sub-sovereign in Canada as measured
by area. In 2022, only 40,526 inhabitants were registered as living in Nunavut. The
economy is dominated by the territory's access to primary raw materials (e.g. iron,
silver and gold). At 43.9% of economic output, the territory is the Canadian sub-
sovereign with the most dependency on the extraction of raw materials. As is the case
in the other territories, public administration is also a vital pillar of the economy in
Nunavut (17.1%). Over the past five years, the importance of the construction sector
has declined by five percentage points and in 2022 accounted for just 5.6% of econom-
ic output in Nunavut. Although Inuit art is a rather insignificant sector of the economy
relative to GDP, it represents an important source of income for many local people.
Overall, just 0.2% of Canadian economic output is generated in Nunavut. However, no
other region of Canada is growing more rapidly: between the years of 2012 and 2022,
the economic output increased by more than 62%, which can be attributed to the high
growth levels recorded during 2013-2017 in particular, leading to Nunavut taking sec-
ond place in the GDP per capita rankings. Since 2009/10, Nunavut has recorded con-
stant budget surpluses, which is predominantly the result of the high volume of trans-
fer payments received by the territory (2022/23 budget year: 63.3% of revenues).

General information Ratings
Outstanding bond volume (EURbn)* Fitch Moody’s S&P
EUR 0.0bn Long-term Outlook Long-term Outlook Long-term Outlook
Of which EUR bonds
EUR 0.0bn
* Foreign currencies are converted into EUR at rates as at 13 March 2024. Source: Bloomberg, NORD/LB Floor Research
Development of revenue in CAD per capita Development of expenditure in CAD per capita
80,000 - 80,000 -
70,000 | 70,000 -
. 60,000 -
s . 60,000 -
£ 50,000 - 5
2 5 50,000 -
£ 40,000 - <
3 = 40,000 -
a 30,000 - g
g a
“ 20,000 | S 30,000 |
10,000 - 20,000 -
o1 - L il 10,000 |
2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23 ,
B Operating revenue| 55,921 55,946 56,397 61,497 64,084 75,006 o
Tax revenue 6,776 6,697 6,309 5,882 6,704 7,043 2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23
== Transfers 42,135 42,813 43,999 45,228 46,410 47,851 mmOperating expense| 52,656 54,507 55,371 58,829 59,477 72,845
s Deficit/surplus 3,265 1,439 1,026 2,668 4,607 1,668 Debt charges 0 0 0 0 0 0
——Operatingrevenue |, ., 11,926 11,871 12,163 14,224 15,002 —Operating expense| ) g9 12,086 12,438 13,429 14,001 14,809
(Canada average) (Canada average)
Gross value added by economic sector Development of GDP and total debt per capita
100,000 -
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Real Estate 80,000
-
c
Trade £ 60,000
S
©
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€ 40,000
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N , , -20,000
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and gas extraction I Real GDP Net debt — GDP (Canada average)

Source: Department of Finance Canada, Statistics Canada, NORD/LB Floor Research
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Yukon

With an area of 472,345 km?, Yukon is the smallest of the three Canadian territories.
With a population of around 43,789 people, just 0.1% of Canada's total population live
in Yukon. Due to the population growth during the Klondike gold rush (from 1886 on-
wards), Yukon was separated from the NWT in 1898. The territory's economy is domi-
nated by the service sector. In this context, the tourism industry is of great importance.
However, mining (especially lead, zinc, silver, gold and copper) has made a bit of a
comeback in recent years and now accounts for a significant chunk of 14% of GDP
(as opposed to just 6% in 2019). Public administration makes a great contribution to
economic output. With a share of around 23% in GDP, it represents the largest across
all other Canadian sub-sovereigns. Moreover, real estate and the construction sector
are key pillars of the economy, with shares of GDP amounting to 13.6% and 12.1%
respectively. In 2022 a real GDP of CAD 3.3bn was generated, which represents just

Key facts 0.2% of Canadian economic output. In per capita terms, Yukon is ranked in fourth place
Link to the Ministry of Finance for this metric. It should also be mentioned that a net deficit was recorded in the
Homepage 2019/20 budget year for the first time since 1992/93. Nevertheless, as at the 2022/23

Number of inhabitants (2022) budget year, Yukon boasts the second lowest debt level (both in absolute and per capi-

43,789 . . . . . e
Capital city ta terms) after Nunavut of all Canadian sub-sovereigns, which is largely due to signifi-
. . o
Whitehorse cant equalization payments from the central government totalling 67.5% of revenues.
General information Ratings
Outstanding bond volume (EURbn)* Fitch Moody’s S&P
EUR 0.0bn Long-term Outlook Long-term Outlook Long-term Outlook
Of which EUR bonds
- - - - AA stab
EUR 0.0bn
* Foreign currencies are converted into EUR at rates as at 13 March 2024. Source: Bloomberg, NORD/LB Floor Research
Development of revenue in CAD per capita Development of expenditure in CAD per capita
44,000 45,000 -
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-1,000 ]
2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 5,000
I Operating revenue 32,579 33,705 34,957 38,175 39,583 42,052 0
Tax revenue 4,822 5,779 5,436 5,231 5,632 6,003 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
mm Transfers 24,615 24,877 25,579 26,516 27,376 28,386 I Operating expense 32,126 33,868 35,065 37,744 39,462 41,049
i Deficit/surplus 472 -144 -72 457 206 1,003 Debt charges 0 0 0 0 0 0
——Operating revenue| , ., 11,926 11,871 12,163 14,224 15,002 ——Operating expense| |, oo 12,086 12,438 13,429 14,001 14,809
(Canada average) (Canada average)
Gross value added by economic sector Development of GDP and total debt per capita
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Source: Department of Finance Canada, Statistics Canada, NORD/LB Floor Research
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Appendix Ratings overview
Issuer Moody’s
(Bloomberg ticker) Outlook Rating Outlook Outlook

Ontario (ONT) AA- stab Aa3 pos A+ pos
Quebec (Q) AA- stab Aa2 stab AA- stab
British Columbia (BRCOL) AA+u stab Aaa stab AA neg
Alberta (ALTA) AA- pos Aa2 stab AA- stab
Manitoba (MP) - - Aa2 stab A+ stab
New Brunswick (NBRNS) - - Aa2 pos A+ pos
Nova Scotia (NS) - - Aa2 stab AA- stab
Saskatchewan (SCDA) AAu stab Aal stab AA stab
Newfoundland & Labrador (NF) - - Al stab A stab
Prince Edward Island (PRINCE) - - Aa2 stab A pos
Northwest Territories (GNWT) AA- stab Aa2 stab - -
Nunavut - - - - - -
Yukon - - - - AA stab
Canada (CANADA) AA+u stab Aaa stab AAA stab
Source: Bloomberg, NORD/LB Floor Research
Appendix Overview of budget and economic metrics
Trend in real GDP (CADbn)

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Ontario 682.0 691.7 708.8 727.6 744.0 764.5 789.5 807.3 770.0 809.7 839.5
Quebec 355.8 360.3 366.1 369.7 375.7 386.4 398.9 410.7 391.0 416.7 428.3
Alberta 294.0 311.0 329.2 317.7 306.2 319.2 325.8 326.2 300.8 314.9 331.5
British Columbia 224.7 230.1 238.3 243.8 251.0 260.2 270.1 277.8 269.2 288.2 299.3
New Brunswick 31.2 311 31.2 31.4 31.7 325 32.9 33.3 321 33.9 34.3
Newfoundland and Labrador 29.3 30.8 30.5 30.1 30.6 31.0 30.1 31.3 29.8 30.1 29.7
Nova Scotia 37.4 37.3 37.7 38.0 38.5 39.3 40.0 41.4 39.5 41.9 43.2
Manitoba 59.3 60.9 62.1 62.9 63.9 66.0 67.4 68.1 65.3 66.3 68.5
Prince Edward Island 5.6 5.7 5.7 5.8 5.9 6.2 6.3 6.6 6.4 6.9 7.1
Saskatchewan 68.6 73.1 74.4 73.9 73.6 75.3 76.6 76.0 72.8 72.3 76.7
Northwest Territories 4.3 4.0 4.1 4.3 4.3 4.5 4.5 4.3 4.0 4.1 4.3
Nunavut 3.0 31 33 34 3.7 3.7
Yukon 2.7 2.7 2.8 2.5 2.7
Trend in real GDP in CAD per capita

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Ontario 50,933 51,195 52,050 53,083 53,618 54,332 55,178 55,503 52,284 54,672 55,561
Quebec 44,144 44,432 44,918 45226 45672 46,543 47,473 48303 45594 48,435 49249
Alberta 75,890 78,118 80,615 76,664 72,967 75,266 75,806 74,775 68,106 70,852 72,965
British Columbia 49,212 49,705 50,627 51,052 51,661 52,790 53,908 54,536 52,214 55,388 56,257
New Brunswick 41,204 41,052 41,062 41,403 41,538 42,336 42,711 42,911 41,040 42,858 42,274
Newfoundland and Labrador 55,745 58,467 57,716 57,095 57,834 58,688 57,326 59,810 57,250 57,888 56,448
Nova Scotia 39,680 39,706 40,207 40,602 40,881 41,394 41,758 42,674 40,262 42,290 42,353
Manitoba 47,447 48155 48535 48,704 48,608 49,451 49,801 49,699 47,329 47,612 48,596
Prince Edward Island
Saskatchewan 63,342 66,436 66,869 65,895 64,813 65,461 65,856 64,793 61,768 61,223 64,171
Northwest Territories 97,368 91,679 94,043 97,724 96,732 99,708 100,954 96,450 87,505 90,686 93,257
Nunavut 66,307 71,625 69,500 68,242 70,940 79,076 81,404 86,702 87,264 94,029 92,311
Yukon 74350 74,861 74,104 67,471 70,745 70,210 70,510 68,299 68,188 72,092 75,316

NB: Lowest values in orange, highest values in blue.
Source: Statistics Canada, NORD/LB Floor Research
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Trend in budget balances (CADbn)
2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23

Ontario -5.35 -2.44 -3.67 -8.67 -16.40 2.03

Quebec -2.52 -1.70 0.14 3.64 4.15 3.01 7.89 2.08 -4.23 2.85 -1.67
Alberta -3.10 -0.30 1.12 -6.71 3.92 11.64
British Columbia -1.15 0.31 1.66 0.81 2.77 0.31 1.54 -0.36 -5.51 1.27 0.70
New Brunswick -0.53 -0.60 -0.36 -0.26 -0.12 0.07 0.07 0.05 0.41 0.77 1.01
Newfoundland and Labrador -0.20 -0.39 -1.01 -2.21 -1.15 -0.91 -0.55 1.12 -1.49 -0.27 0.78
Nova Scotia -0.30 -0.68 -0.14 -0.01 0.15 0.23 0.12 0.00 -0.34 0.34 0.12
Manitoba -0.56 -0.60 -0.54 -0.93 -0.79 -0.69 -0.15 0.01 -2.12 -0.70 -0.38
Prince Edward Island -0.08 -0.05 -0.02 -0.01 0.00 0.07 0.06 0.02 -0.01 0.08 -0.07
Saskatchewan 0.04 0.59 0.06 -1.52 -1.22 -0.30 -0.27 -0.32 -1.13 1.58
Northwest Territories 0.16 0.09 0.10 0.11 0.16 0.13 0.03 -0.07 0.07 0.05 0.04
Nunavut 0.12 0.15 0.11 0.10 0.06 0.12 0.05 0.04 0.10 0.18 0.07
Yukon 0.10 0.06 0.07 0.01 -0.01 0.02 -0.01 0.00 0.02 0.01 0.04

Trend in budget balances in CAD per capita
2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23

Ontario -796 -828 -390 -176 -261 -520 -596 -1,114 137
Quebec -312 -210 17 446 504 363 939 245 -493 331 -192
Alberta -76 273 -1,554 881 2,562
British Columbia -251 68 353 170 569 64 298 71 -1,068 243 132

New Brunswick -702 -791 -476 -343 -153 87 9% 63 522 973 1,247
Newfoundland and Labrador -371 -737 2,168 -1,724  -1,051 2,134 -2,861 -522 1,491
Nova Scotia -322 -720 -153 -14 160 238 128 2 -348 342 114

Manitoba -448 -474 -421 721 -600 -520 -110 4 -1,539 -506 -268
Prince Edward Island -552 -318 -141 -91 9 496 365 140 -35 509 -388
Saskatchewan 35 536 56 -1,356  -1,072 -263 -231 -272 -956 1,323
Northwest Territories 3,734 2,146 2,175 2,479 3,483 2,832 -556 -1,575 1,486 1,068 870

Nunavut 3,521 4,208 3,027 2,677 1,563 3,265 1,439 1,026 2,668 4,607 1,668
Yukon 2,874 1,585 1,844 364 -141 472 -144 -72 457 206 1,003

Trend in net debt (CADbn)
2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23

Ontario 259.9 276.2 294.6 306.4 314.1 323.8 338.5 353.3 373.6 382.8 400.5
Quebec 180.0 183.4 185.7 185.0 191.4 188.1 184.5 183.8 190.2 192.2 206.8
Alberta 8.9 19.3 27.5 40.1 59.8 59.0 45.6
British Columbia 37.9 38.7 38.6 39.6 37.9 42.0 423 46.9 54.8 57.5 60.7
New Brunswick 11.0 11.7 13.1 13.7 13.8 13.9 14.0 14.3 13.9 12.8 12.4
Newfoundland and Labrador 83 9.1 10.3 12,5 13.6 14.7 15.4 14.4 16.0 16.4 15.7
Nova Scotia 13.9 14.8 15.0 15.1 15.0 15.0 15.0 15.2 16.4 17.2 17.8
Manitoba 15.8 17.6 19.9 21.9 233 24.5 25.1 25.4 27.7 28.5 29.4
Prince Edward Island 2.0 2.1 2.1 2.2 2.2 2.1 2.1 2.2 2.3 2.3 2.5
Saskatchewan 5.1 4.6 5.6 7.9 10.2 11.3 11.8 12.3 13.7 15.5 14.6
Northwest Territories 0.5 0.5 0.6 0.7 0.7 0.8 0.9 11 11 11 11
Nunavut -0.2 -0.3 -0.3 -0.3

Yukon -0.2 -0.2 -0.2 -0.2 -0.1 0.0 0.0 0.0 0.0 0.1 0.3

Comments: Lowest values in orange, highest values in blue.
Source: Statistics Canada, NORD/LB Floor Research
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Trend in net debt in CAD per capita
2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23

Ontario 19,413 20,441 21,631 22,350 22,636 23,016 23,657 24,293 25,368 25,852 26,506
Quebec 22,334 22,614 22,783 22,632 23,273 22,661 21,964 21,617 22,182 22,344 23,787
Alberta -3,731 -3,274 -3,197 -946 2,121 4,561 6,393 9,202 13,548 13,275 10,040
British Columbia 8,306 8,358 8,200 8,286 7,806 8,519 8,750 9,205 10,631 11,046 11,407
New Brunswick 14,548 15,368 17,272 17,990 18,105 18,166 18,664 18,454 17,717 16,174 15,300
Newfoundland and Labrador 15,860 17,235 19,558 23,677 25,684 27,778 29,260 27,578 30,720 31,457 29,848
Nova Scotia 14,775 15,697 15,990 16,093 15,876 15,752 15,644 15,710 16,707 17,330 17,427
Manitoba 12,657 13,916 15,561 16,975 17,712 18,333 18,550 18,571 20,039 20,442 20,873
Prince Edward Island 14,112 14,567 14,791 15,009 14,798 14,150 13,843 14,007 14,254 14,013 14,737
Saskatchewan 4,715 4,197 4,988 7,047 8,972 9,813 10,182 10,481 11,611 13,109 12,218
Northwest Territories 11,258 11,688 13,053 15,066 16,633 17,343 20,475 23,696 23,822 24,284 24,280
Nunavut

Yukon -4,207 -5,330 -6,007 -4,069 -2,288 -940 10 1,145 1,129 2,355 6,817

Trend in net debt/revenue (excluding transfer payments)
2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23

Ontario 2.64 2.75 2.83 2,71 2.70 2.58 2.63 2.70 2.85 2.48 2.48
Quebec 2.55 2.45 2.40 2.28 2.19 2.05 1.88 2.00 2.07 1.75 1.79
Alberta -0.39 -0.31 -0.30 -0.11 0.25 0.56 0.69 0.97 1.61 1.81 0.80
British Columbia 1.08 1.07 0.99 0.99 0.87 0.97 0.88 0.95 111 0.95 0.88
New Brunswick 2.30 2.38 241 2,51 2.39 2.28 2.23 2.29 2.24 1.78 1.53
Newfoundland and Labrador 1.28 1.40 1.75 2.54 2.25 241 231 2.41 2.78 2.27 1.78
Nova Scotia 2.43 2.66 2.45 2.41 231 2.14 2.19 2.14 2.50 2.19 1.91
Manitoba 1.60 1.67 1.80 1.97 2.02 2.04 2.01 1.99 2.33 2.22 2.05
Prince Edward Island 2.04 2.02 2.02 1.95 1.90 1.68 1.63 1.65 1.65 1.43 143
Saskatchewan 0.43 0.37 0.47 0.69 0.96 0.97 0.99 1.00 1.20 1.06 0.85
Northwest Territories 1.14 1.35 1.41 1.64 1.65 1.85 2.45 2.64 3.62 2.48 2.42
Nunavut

Yukon -0.46 -0.60 -0.71 -0.53 -0.44 -0.20 0.00 0.22 0.22 0.42 1.14

Trend in revenue (excluding transfer payments)/interest expenditure
2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22  2022/23

Ontario 9.04 9.00 9.29 9.75 9.91 10.55 10.37 10.44 10.64 12.28 13.05
Quebec 7.17 7.05 7.54 8.12 8.80 9.32 10.51 11.95 11.95 12.69 11.53
Alberta 70.76 70.51 60.25 45.72 33.71 27.95 21.09 16.62 13.12 21.48 22.89
British Columbia 14.65 14.59 15.54 14.34 16.73 16.38 17.91 18.01 18.10 22.03 25.38
New Brunswick 7.26 7.41 8.03 8.03 8.57 9.15 9.67 9.73 9.58 11.30 15.23
Newfoundland and Labrador 8.35 7.60 7.69

Nova Scotia 7.31 7.84 8.48 8.01 8.71 9.04 12.36 13.89
Manitoba 11.75 12.81 13.13 13.03 12.36 12.55 12.50 12.31 12.22 13.28 12.87
Prince Edward Island 8.62 8.94 8.11 8.58 9.10 10.11 10.36 10.64 11.52 13.38 12.29
Saskatchewan 18.68 21.37 22.59 22.79 19.63 20.70 18.54 18.22 15.80 20.44 21.12
Northwest Territories 95.91 50.48 46.49 43.07 28.28 24.36 16.29 15.73 25.05 16.82 18.15
Nunavut _* % % _* _* _* ¥ ¥ ¥ * *
Yukon _* * * _* _* _* * * * * *

Comments: Lowest values in orange, highest values in blue. * No reported interest charges.
Source: Statistics Canada, NORD/LB Floor Research

With thanks to Tristan Hinrichs

We would like to take the opportunity to thank Tristan Hinrichs for his valuable contribu-
tions to this study. His commitment to this project and the ideas that he brought to the
table have enabled us to present a highly differentiated picture of the Canadian market for
EUR-denominated issuances.
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Appendix
Contacts at NORD/LB

Floor Research

Dr Frederik Kunze

Covered Bonds/Banks

+49 172 354 8977
frederik.kunze@nordlb.de

Lukas Kiihne

Covered Bonds/Banks

+49 176 152 90932
lukas.kuehne@nordlb.de

Sales

Institutional Sales +49 511 9818-9440

Sales Sparkassen & Regionalbanken +49 511 9818-9400

Institutional Sales MM/FX +49 511 9818-9460

Fixed Income Relationship

Management Europe ¥352452211-515

Origination & Syndicate

Origination FI +49 511 9818-6600

Origination Corporates +49 511 361-2911

NORD/LB

Dr Norman Rudschuck, CIIA
SSA/Public Issuers

+49 152 090 24094
norman.rudschuck@nordlb.de

Christian lichmann
SSA/Public Issuers

+49 157 851 64976
christian.ilchmann@nordlb.de

Lukas-Finn Frese
SSA/Public Issuers

+49 176 152 89759
lukas-finn.frese@nordlb.de

Trading

Covereds/SSA +49 511 9818-8040
Financials +49 511 9818-9490
Governments +49 511 9818-9660

Lander/Regionen

Frequent Issuers

+49 511 9818-9660

+49 511 9818-9640

Sales Wholesale Customers

Firmenkunden

Asset Finance
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Disclaimer

The present report (hereinafter referred to as “information”) was drawn up by NORDDEUTSCHE LANDESBANK GIROZENTRALE (NORD/LB). The supervisory
authorities responsible for NORD/LB are the European Central Bank (ECB), SonnemannstraRe 20, D-60314 Frankfurt am Main, and the Federal Financial
Supervisory Authority in Germany (Bundesanstalt fiir Finanzdienstleitungsaufsicht; BaFin), Graurheindorfer Str. 108, D-53117 Bonn and Marie-Curie-Str. 24-
28, D-60439 Frankfurt am Main. The present report and the products and services described herein have not been reviewed or approved by the relevant
supervisory authority.

The present information is addressed exclusively to Recipients in Austria, Belgium, Canada, Cyprus, the Czech Republic, Denmark, Estonia, Finland, France,
Germany, Greece, Indonesia, Ireland, Italy, Japan, Korea, Luxembourg, the Netherlands, New Zealand, Poland, Portugal, Singapore, Portugal, Spain, Sweden,
Switzerland, the Republic of China (Taiwan), Thailand, the United Kingdom and Vietnam (hereinafter referred to as “Relevant Persons” or “Recipients”). The
contents of the information are disclosed to the Recipients on a strictly confidential basis and, by accepting such information, the Recipients shall agree that
they will not forward it to third parties, copy and/or reproduce this information without the prior written consent of NORD/LB. The present information is
addressed solely to the Relevant Persons and any parties other than the Relevant Persons shall not rely on the information contained herein. In particular,
neither this information nor any copy thereof shall be forwarded or transmitted to the United States of America or its territories or possessions, or distributed
to any employees or affiliates of Recipients resident in these jurisdictions.

The present information does not constitute financial analysis within the meaning of Art. 36 (1) of the Delegate Regulation (EU) 2017/565, but rather repre-
sents a marketing communication for your general information within the meaning of Art. 36 (2) of this Regulation. Against this background, NORD/LB ex-
pressly points out that this information has not been prepared in accordance with legal provisions promoting the independence of investment research and
is not subject to any prohibition of trading following the dissemination of investment research. Likewise, this information does not constitute an investment
recommendation or investment strategy recommendation within the meaning of the Market Abuse Regulation (EU) No. 596/2014.

This report and the information contained herein have been compiled and are provided exclusively for information purposes. The present information is not
intended as an investment incentive. It is provided for the Recipient’s personal information, subject to the express understanding, which shall be acknowledged
by the Recipient, that it does not constitute any direct or indirect offer, recommendation, solicitation to purchase, hold or sell or to subscribe for or acquire any
securities or other financial instruments nor any measure by which financial instruments might be offered or sold.

All actual details, information and statements contained herein were derived from sources considered reliable by NORD/LB. For the preparation of this infor-
mation, NORD/LB uses issuer-specific financial data providers, own estimates, company information and public media. However, since these sources are not
verified independently, NORD/LB cannot give any assurance as to or assume responsibility for the accuracy and completeness of the information contained
herein. The opinions and prognoses given herein on the basis of these sources constitute a non-binding evaluation of the employees of the Floor Research
division of NORD/ LB. Any changes in the underlying premises may have a material impact on the developments described herein. Neither NORD/LB nor its
governing bodies or employees can give any assurances as to or assume any responsibility or liability for the accuracy, appropriateness and completeness of this
information or for any loss of return, any indirect, consequential or other damage which may be suffered by persons relying on the information or any state-
ments or opinions set forth in the present Report (irrespective of whether such losses are incurred due to any negligence on the part of these persons or oth-
erwise).

Past performance is not a reliable indicator of future performance. Exchange rates, price fluctuations of the financial instruments and similar factors may have a
negative impact on the value and price of and return on the financial instruments referred to herein or any instruments linked thereto. Fees and commissions
apply in relation to securities (purchase, sell, custody), which reduce the return on investment. An evaluation made on the basis of the historical performance of
any security does not necessarily provide an indication of its future performance.

The present information neither constitutes any investment, legal, accounting or tax advice nor any assurance that an investment or strategy is suitable or
appropriate in the light of the Recipient’s individual circumstances, and nothing in this information constitutes a personal recommendation to the Recipient
thereof. The securities or other financial instruments referred to herein may not be suitable for the Recipient’s personal investment strategies and objectives,
financial situation or individual needs.

Moreover, the present report in whole or in part is not a sales or other prospectus. Accordingly, the information contained herein merely constitutes an over-
view and does not form the basis for any potential decision to buy or sell on the part of an investor. A full description of the details relating to the financial
instruments or transactions which may relate to the subject matter of this report is given in the relevant (financing) documentation. To the extent that the
financial instruments described herein are NORD/LB’s own issues and subject to the requirement to publish a prospectus, the conditions of issue applicable to
any individual financial instrument and the relevant prospectus published with respect thereto as well NORD/LB'’s relevant registration form, all of which are
available for download at www.nordlb.de and may be obtained free of charge from NORD/LB, Georgsplatz 1, 30159 Hanover, shall be solely binding. Further-
more, any potential investment decision should be made exclusively on the basis of such (financing) documentation. The present information cannot replace
personal advice. Before making an investment decision, each Recipient should consult an independent investment adviser for individual investment advice with
respect to the appropriateness of an investment in financial instruments or investment strategies subject to this information as well as for other and more
recent information on certain investment opportunities.

Each of the financial instruments referred to herein may involve substantial risks, including capital, interest, index, currency and credit risks in addition to politi-
cal, fair value, commodity and market risks. The financial instruments could experience a sudden and substantial deterioration in value, including a total loss of
the capital invested. Each transaction should only be entered into on the basis of the relevant investor’s assessment of his or her individual financial situation as
well as of the suitability and risks of the investment.
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NORD/LB and its affiliated companies may participate in transactions involving the financial instruments described in the present information or their underly-
ing basis values for their own account or for the account of third parties, may issue other financial instruments with the same or similar features as those of the
financial instruments presented in this information and may conduct hedging transactions to hedge positions. These measures may affect the price of the
financial instruments described in the present information.

If the financial instruments presented in this information are derivatives, they may, depending on their structure, have an initial negative market value from the
customer's perspective at the time the transaction is concluded. NORD/LB further reserves the right to transfer its economic risk from a derivative concluded
with it to a third party on the market by means of a mirror-image counter transaction.

More detailed information on any commission payments which may be included in the selling price can be found in the “Customer Information on Securities
Business" brochure, which is available to download at www.nordlb.de.

The information contained in the present report replaces all previous versions of corresponding information and refers exclusively to the time of preparation of
the information. Future versions of this information will replace this version. NORD/LB is under no obligation to update and/or regularly review the data con-
tained in such information. No guarantee can therefore be given that the information is up-to-date and continues to be correct.

By making use of this information, the Recipient shall accept the terms and conditions outlined above.

NORD/LB is a member of the protection scheme of Deutsche Sparkassen-Finanzgruppe. Further information for the Recipient is indicated in clause 28 of the
General Terms and Conditions of NORD/LB or at www.dsgv.de/sicherungssystem.

Additional information for Recipients in Australia:

NORD/LB IS NOT A BANK OR DEPOSIT TAKING INSTITUTION AUTHORISED UNDER THE 1959 BANKING ACT OF AUSTRALIA. IT IS NOT SUPERVISED BY THE AUS-
TRALIAN PRUDENTIAL REGULATION AUTHORITY. NORD/LB does not provide personal advice with this information and does not take into account the objec-
tives, financial situation or needs of the Recipient (other than for the purpose of combating money laundering).

Additional information for Recipients in Austria:

None of the information contained herein constitutes a solicitation or offer by NORD/LB or its affiliates to buy or sell any securities, futures, options or other
financial instruments or to participate in any other strategy. Only the published prospectus pursuant to the Austrian Capital Market Act should be the basis for
any investment decision of the Recipient. For regulatory reasons, products mentioned herein may not be on offer in Austria and therefore not available to
investors in Austria. Therefore, NORD/LB may not be able to sell or issue these products, nor shall it accept any request to sell or issue these products to inves-
tors located in Austria or to intermediaries acting on behalf of any such investors.

Additional information for Recipients in Belgium:
Evaluations of individual financial instruments on the basis of past performance are not necessarily indicative of future results. It should be noted that the
reported figures relate to past years.

Additional information for Recipients in Canada:

This report has been prepared solely for information purposes in connection with the products it describes and should not, under any circumstances, be con-
strued as a public offer or any other offer (direct or indirect) to buy or sell securities in any province or territory of Canada. No financial market authority or
similar regulatory body in Canada has made any assessment of these securities or reviewed this information and any statement to the contrary constitutes an
offence. Potential selling restrictions may be included in the prospectus or other documentation relating to the relevant product.

Additional information for Recipients in Cyprus:

This information constitutes an analysis within the meaning of the section on definitions of the Cyprus Directive D1444-2007-01 (No. 426/07). Furthermore, this
information is provided for information and promotional purposes only and does not constitute an individual invitation or offer to sell, buy or subscribe to any
investment product.

Additional information for Recipients in the Czech Republic:
There is no guarantee that the invested amount will be recouped. Past returns are no guarantee of future results. The value of the investments may rise or fall.
The information contained herein is provided on a non-binding basis only and the author does not guarantee the accuracy of the content.

Additional information for Recipients in Denmark:

This Information does not constitute a prospectus under Danish securities law and consequently is not required to be, nor has been filed with or approved by
the Danish Financial Supervisory Authority, as this Information either (i) has not been prepared in the context of a public offering of securities in Denmark or the
admission of securities to trading on a regulated market within the meaning of the Danish Securities Trading Act or any executive orders issued pursuant there-
to, or (ii) has been prepared in the context of a public offering of securities in Denmark or the admission of securities to trading on a regulated market in reli-
ance on one or more of the exemptions from the requirement to prepare and publish a prospectus in the Danish Securities Trading Act or any executive orders
issued pursuant thereto.

Additional information for Recipients in Estonia:
It is advisable to closely examine all the terms and conditions of the services provided by NORD/LB. If necessary, Recipients of this information should consult an
expert.

Additional information for Recipients in Finland:

The financial products described herein may not be offered or sold, directly or indirectly, to any resident of the Republic of Finland or in the Republic of Finland,
except pursuant to applicable Finnish laws and regulations. Specifically, in the case of shares, such shares may not be offered or sold, directly or indirectly, to
the public in the Republic of Finland as defined in the Finnish Securities Market Act (746/2012, as amended). The value of investments may go up or down.
There is no guarantee of recouping the amount invested. Past performance is no guarantee of future results.


http://www.nordlb.de/
http://www.dsgv.de/sicherungssystem

68 / NORD/LB Issuer Guide 2024 // Canadian Provinces & Territories NORD/I-B

Additional information for Recipients in France:

NORDY/LB is partially regulated by the “Autorité des Marchés Financiers” for the conduct of French business. Details concerning the extent of our regulation by
the respective authorities are available from us on request. The present information does not constitute an analysis within the meaning of Article 24 (1) Di-
rective 2006/73/EC, Article L.544-1 and R.621-30-1 of the French Monetary and Financial Code, but does represent a marketing communication and does quali-
fy as a recommendation pursuant to Directive 2003/6/EC and Directive 2003/125/EC.

Additional information for Recipients in Greece:

The information contained herein gives the view of the author at the time of publication and may not be used by its Recipient without first having confirmed
that it remains accurate and up to date at the time of its use. Past performance, simulations or forecasts are therefore not a reliable indicator of future results.
Investment funds have no guaranteed performance and past returns do not guarantee future performance.

Additional information for Recipients in Indonesia:
This report contains generic information and has not been tailored to the circumstances of any individual or specific Recipient. This information is part of
NORD/LB’s marketing material.

Additional information for Recipients in the Republic of Ireland:

This information has not been prepared in accordance with Directive (EU) 2017/1129 (as amended) on prospectuses (the “Prospectus Directive”) or any
measures made under the Prospectus Directive or the laws of any Member State or EEA treaty adherent state that implement the Prospectus Directive or such
measures and therefore may not contain all the information required for a document prepared in accordance with the Prospectus Directive or the laws.

Additional information for Recipients in Japan:

This information is provided to you for information purposes only and does not constitute an offer or solicitation of an offer to enter into securities transactions
or commodity futures transactions. Although the actual data and information contained herein has been obtained from sources which we believe to be reliable
and trustworthy, we are unable to vouch for the accuracy and completeness of this actual data and information.

Additional information for Recipients in South Korea:

This information has been provided to you free of charge for information purposes only. The information contained herein is factual and does not reflect any
opinion or judgement of NORD/LB. The information contained herein should not be construed as an offer, marketing, solicitation to submit an offer or invest-
ment advice with respect to the financial investment products described herein.

Additional information for Recipients in Luxembourg:
Under no circumstances shall the present information constitute an offer to purchase or issue or the solicitation to submit an offer to buy or subscribe for
financial instruments and financial services in Luxembourg.

Additional information for Recipients in New Zealand:
NORD/LB is not a bank registered in New Zealand. This information is for general information only. It does not take into account the Recipient's financial situa-
tion or objectives and is not a personalised financial advisory service under the 2008 Financial Advisers Act.

Additional information for Recipients in the Netherlands:
The value of your investment may fluctuate. Past performance is no guarantee for the future.

Additional information for Recipients in Poland:
This information does not constitute a recommendation within the meaning of the Regulation of the Polish Minister of Finance Regarding Information Consti-
tuting Recommendations Concerning Financial Instruments or Issuers thereof dated 19 October 2005.

Additional information for Recipients in Portugal:

This information is intended only for institutional clients and may not be (i) used by, (ii) copied by any means or (iii) distributed to any other kind of investor, in
particular not to retail clients. The present information does not constitute or form part of an offer to buy or sell any of the securities covered by the report, nor
should it be understood as a request to buy or sell securities where that practice may be deemed unlawful. The information contained herein is based on infor-
mation obtained from sources which we believe to be reliable, but is not guaranteed as to accuracy or completeness. Unless otherwise stated, all views con-
tained herein relate solely to our research and analysis and are subject to change without notice.

Additional information for Recipients in Sweden:

This information does not constitute (or form part of) a prospectus, offering memorandum, any other offer or solicitation to acquire, sell, subscribe for or
otherwise trade in shares, subscription rights or other securities, nor shall it or any part of it form the basis of or be relied on in connection with any contract or
commitment whatsoever. The present information has not been approved by any regulatory authority. Any offer of securities will only be made pursuant to an
applicable prospectus exemption under the EC Prospectus Directive (Directive (EU) 2017/1129), and no offer of securities is being directed to any person or
investor in any jurisdiction where such action is wholly or partially subject to legal restrictions or where such action would require additional prospectuses,
other offer documentation, registrations or other actions.

Additional information for Recipients in Switzerland:

This information has not been approved by the Federal Banking Commission (merged into the Swiss Financial Market Supervisory Authority (FINMA) on 1 Janu-
ary 2009). NORD/LB will comply with the Directives of the Swiss Bankers Association on the Independence of Financial Research (as amended). The present
information does not constitute an issuing prospectus pursuant to article 652a or article 1156 of the Swiss Code of Obligations. The information is published
solely for the purpose of information on the products mentioned herein. The products do not qualify as units of a collective investment scheme pursuant to the
Federal Act on Collective Investment Schemes (CISA) and are therefore not subject to supervision by FINMA.
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Additional information for Recipients in the Republic of China (Taiwan):

This information is provided for general information only and does not take into account the individual interests or requirements, financial status and invest-
ment objectives of any specific investor. Nothing herein should be construed as a recommendation or advice for you to subscribe to a particular investment
product. You should not rely solely on the information provided herein when making your investment decisions. When considering any investment, you should
endeavour to make your own independent assessment and determination on whether the investment is suitable for your needs and seek your own professional
financial and legal advice. NORD/LB has taken all reasonable care in producing this report and trusts that the information is reliable and suitable for your situa-
tion at the date of publication or delivery. However, no guarantee of accuracy or completeness is given. To the extent that NORD/LB has exercised the due care
of a good administrator, we accept no responsibility for any errors, omissions, or misstatements in the information given. NORD/LB does not guarantee any
investment results and does not guarantee that the strategies employed will improve investment performance or achieve your investment objectives.

Information for Recipients in the United Kingdom:

NORDY/LB is subject to partial regulation by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority (PRA). Details of the scope of regula-
tion by the FCA and the PRA are available from NORD/LB on request. The present information is "financial promotion". Recipients in the United Kingdom should
contact the London office of NORD/LB, Investment Banking Department, telephone: 0044 / 2079725400, in the event of any queries. An investment in financial
instruments referred to herein may expose the investor to a significant risk of losing all the capital invested.

Time of going to press: 13 March 2024 (16:17h)
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