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Canadian Fiscal Federalism 
Canada's transfer architecture was designed for modest fiscal balancing — not to permanently 
underwrite the debt accumulation of half the federation. 

The equalization program will transfer $26B to seven provinces in 2025–26 — a figure that has grown in lockstep 
with nominal GDP since 2009. The same provinces receiving the largest transfers carry debt-to-GDP ratios ~2x 
higher those that receive the least, and the formula is constitutionally locked until 2029. Canada appears to be 
creating fiscal dependency with no off-ramp. 
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Equalization Payments ($B), 2014-25 
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P ROV I N C I A L  D E BT  D I V E RG E N C E 

Provincial Gross Debt-to-GDP, 2024 (%) Equalization as % of Provincial Revenue 

The same provinces absorbing the most equalization — Manitoba & Quebec — tend to carry the highest 
debt-to-GDP ratios. With the formula constitutionally locked until 2029 and provincial deficits widening, the 
architecture is self-reinforcing as transfers appear to subsidize spending. For investors this translates to credit 
rating divergence, fiscal drag on eastern Canada, and a deepening east-west fault line. 

Sources: Statistics Canada, Consolidated Government Finance Statistics (Nov 2024); Dept. of Finance Canada, Major Federal Transfers 2024-25 & 
2025-26; Library of Parliament, Canada's Equalization Formula (Sep 2024); Fraser Institute, Growing Debt Burden for Canadians 2025 Ed.; TD 
Economics, 2025 Provincial Budget Season Recap. 
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DISCLAIMER 
Our reports, including this paper, express our opinions which have been based, in part, upon generally available public information and 
research as well as upon inferences and deductions made through our due diligence, research and analytical process. The information 
contained in this paper includes information from, or data derived from, public third-party sources including industry publications, reports 
and research papers. Although this third-party information and data is believed to be reliable, neither Omnigence Asset Management nor its 
agents (collectively "Omnigence") have independently verified the accuracy, currency or completeness of any of the information and data 
contained in this paper which is derived from such third party sources and, therefore, there is no assurance or guarantee as to the accuracy 
or completeness of such included information and data. Omnigence and its agents hereby disclaim any liability whatsoever in respect of any 
third-party information or data, and the results derived from our utilization of that data in our analysis. While we have a good-faith belief in 
the accuracy of what we write, all such information is presented "as is," without warranty of any kind, whether express or implied. The use 
made of the information and conclusions set forth in this paper is solely at the risk of the user of this information. This paper is intended only 
as general information presented for the convenience of the reader and should not in any way be construed as investment or other advice 
whatsoever. Omnigence is not registered as an investment dealer or advisor in any jurisdiction and this report does not represent investment 
advice of any kind. The reader should seek the advice of relevant professionals (including a registered investment professional) before 
making any investment decisions. The opinions and views expressed in this paper are subject to change or modification without notice, and 
Omnigence does not undertake to update or supplement this or any other of its reports or papers as a result of a change in opinion stated 
herein or otherwise. 


