
 

  
 

    

 

   
 

   
    

 
 

 

 

   
  

   
   
    
     

 
   

  
    

Canadian election quick take: Let’s get fiscal 
April 29, 2025 

By Eric Morin, Director, Global Macro & Strategy 

What happened? 

• Carney’s Liberal Party won the Canadian elections but failed to secure a majority; they currently have four seats 
fewer than the 172 needed for a majority. 

o Votes are still being counted, and the results are not final. 
o The Conservatives gained 144 seats and received 41% of the popular vote, its highest percentage in 35 

years. 
o Given the trade and political tensions with the US, Canadians rallied towards the main political parties: 

the Liberals and Conservatives received nearly 85% of votes. 

Let’s get fiscal: Support for growth and development 

• Carney’s Liberal party election platform indicates a willingness to use fiscal policy to support growth and 
economic development. The election outcome—in the context of political tensions and long-term uncertainty 
with the US—reinforces our view that Canada is entering a multi-year pro-growth fiscal policy regime, targeting: 

o Housing financing of about 1% of GDP for innovative prefabricated and low-cost homes. 
o Infrastructure, to boost chronically weak Canadian productivity. 
o Trade diversification to help Canadian businesses diversify their markets and reduce dependency upon 

the US. 
• The program is compatible with annual fiscal deficits increasing by almost 1% of GDP  over the next few years— 

and averaging about 2% of GDP per annum. Deficits will, however, remain far smaller than those expected in the 
US (6-7% of GDP), as will the stock of government debt as a % of GDP. 



        
 

  
     

   
    

    
    

 

 

     
      

  
   

   
     

   

 

              
                

           
                

           
              

              
               

  

              
                 

                
             

              
               

               
                

            
             
             

  

• Risks: 
o Domestic politics: Carney’s platform does not include measures supporting the development of fossil 

fuels energy, which could create domestic political tensions with Alberta. 
o Low political leverage with the US: The absence of a majority government—coupled with the 

underperformance of the Liberals in commodity-producing provinces—could weaken Carney’s political 
leverage in negotiations with the US, given Trump’s known preference for political strength. 

o Federal Government under-delivery: The Federal Government may underdeliver due to red tape and a 
lack of expertise. 

Investment implications 

• With a new government, we expect trade negotiations with the US to accelerate. 
• We maintain our call that a deal will be reached in the next 3-5 months, with a 2/3 probability. Economic and 

geopolitical self-interest on both sides motivates this view. 
• Pro-growth fiscal policy reinforces our existing negative view on Canadian 10-year government bonds and a 

positive bias for Canadian equities, including versus US equities, and the Canadian dollar versus the US dollar. 
• That said, the primary macro driver of the performance of Canadian assets will remain the trade relationship 

with the US—deal or no deal. 

The views expressed in this material are the views of CIBC Asset Management Inc., as of April 2025 unless otherwise indicated, and 
are subject to change at any time. CIBC Asset Management Inc. does not undertake any obligation or responsibility to update such 
opinions. This material is provided for general informational purposes only and does not constitute financial, investment, tax, legal or 
accounting advice, it should not be relied upon in that regard or be considered predictive of any future market performance, nor does it 
constitute an offer or solicitation to buy or sell any securities referred to. Individual circumstances and current events are critical to 
sound investment planning; anyone wishing to act on this material should consult with their advisor. The material and/or its contents 
may not be reproduced without the express written consent of CIBC Asset Management Inc. Past performance may not be repeated 
and is not indicative of future results. ® The CIBC logo and "CIBC Asset Management" are registered trademarks of CIBC, used under 
license. 

Forward-looking statements include statements that are predictive in nature, that depend upon or refer to future events or conditions, or 
that include words such as "expects", "anticipates", "intends", "plans", "believes", "estimates", or other similar wording. In addition, any 
statements that may be made concerning future performance, strategies, or prospects and possible future actions taken by the fund, 
are also forward-looking statements. Forward-looking statements are not guarantees of future performance. These statements involve 
known and unknown risks, uncertainties, and other factors that may cause the actual results and achievements of the fund to differ 
materially from those expressed or implied by such statements. Such factors include, but are not limited to: general economic, market, 
and business conditions; fluctuations in securities prices, interest rates, and foreign currency exchange rates; changes in government 
regulations; and catastrophic events. The above list of important factors that may affect future results is not exhaustive. Before making 
any investment decisions, we encourage you to consider these and other factors carefully. CIBC Asset Management Inc. does not 
undertake, and specifically disclaims, any obligation to update or revise any forward-looking statements, whether as a result of new 
information, future developments, or otherwise prior to the release of the next management report of fund performance. 
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