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 Summary of projected changes to the index due to May 31 rebalancing 
effects and June 1 coupon effects 
Duration of the S&P/TSX Canadian Bond Index is projected to extend by 0.15 in total following the May 
31 and the June 1 coupon effects (Figure 1): 

• The broad composite index will experience a net decrease of more than $ 6.1 bn in face value due 
to rebalancing, which will cause the index to extend duration by 0.10 on May 31. The net decrease 
is due to over $11.3 bn in face value dropping out of the index and more then $5.2 bn in new 
bonds entering the index as a result of new additions and re-openings. The broad composite index 
will extend a further 0.05 on June 1 due to coupon outflows, estimated at $5.4 bn, for a total 
duration impact from both effects of +0.15. 

• On average over the last eight years, a broad market composite index of the Canadian bond 
market has extended by 0.18 in total given the May month-end rebalancing and June 1 coupon 
effects, fluctuating within a range of +0.11 to +0.23. 

• The weight of the short index will increase by 1.37%, due primarily to the deletions of over $10.9 
bn in face value being offset by rolls of over $13 bn from the mid to the short index. In contrast, the 
mid and long indexes will see decreases in weight of 0.63 and 0.74 respectively. 

• Figures 2 to 5 below illustrate the impact of the May 31 rebalancing and June 1 coupon effects on 
the broad, short, mid and long indices at the sectoral level. 

• See Figure 6 on page 4 for details of projected changes to the index on a bond-by-bond basis. 

• See Figure 7 on page 5 for details of projected June 1 index rolls on a bond-by-bond basis. 

• See Figure 8 on page 5 for expected upcoming cash flows in the S&P/TSX Canadian Bond Index. 
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 Figure 1:  Projected changes in index characteristics for June 1, 2007 

31-May 1-Jun
Sector 14-May 1-Jun Change Time1 Rebalance2 Coupon3

BROAD COMPOSITE 100.00 100.00 0 0 0 0

SHORT TERM 44.34 45.71 1.37 -0.01 1.29 0.08

MID TERM 24.48 23.86 -0.63 0.01 -0.61 -0.02
LONG TERM 31.18 30.44 -0.74 0.00 -0.68 -0.06

31-May 1-Jun
Sector 14-May 1-Jun Change Time1 Rebalance2 Coupon3

BROAD COMPOSITE 6.39 6.50 0.11 -0.04 0.10 0.05
SHORT TERM 2.56 2.69 0.13 -0.04 0.16 0.01
MID TERM 5.84 6.09 0.25 -0.04 0.24 0.05
LONG TERM 12.27 12.53 0.26 -0.03 0.17 0.12

S&P/TSX CANADIAN BOND INDEX: Projected changes in weights (%)

1. "Time" is the projected change, prior to rebalancing, of the passage of time from May 14 to May 31 given yields of May 14.
2. "Rebalance" is the change due to projected rebalancing effects on May 31.

S&P/TSX CANADIAN BOND INDEX: Projected changes in modified duration

1. "Time" is the projected change, prior to rebalancing, of the passage of time from May 14 to May 31 given yields of May 14.
2. "Rebalance" is the change due to projected rebalancing effects on May 31.

Projected

Projected

3. "Coupon" is the change due to projected coupon cash flows on June 1. 

3. "Coupon" is the change due to projected coupon cash flows on June 1.  
Source for all the data in this report CIBC 
World Markets and S&P/TSX Canadian 
Bond Index 
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Within the broad 
composite, there will 
be a 0.62% shift in 
weight from the All 
Government to the All 
Corporate sector. 
Notably, the 
Canada/Agencies 
weight will fall 1.17%, 
but its impact on All 
Governments is 
muted by an increase 
in Provincial weight of 
0.51%. 
The May 31 
rebalancing plus June 
1 coupon effects will 
cause the All 
Governments sector 
to extend duration by 
0.21 (i.e. 0.14 + 0.07) 
and the 
Canada/Agencies 
sector by 0.25 (i.e. 
0.17 + 0.08). 

 Figure 2:  Projected changes in broad index characteristics for June 1, 2007 

31-M ay 1-Jun
Sector 14-M ay 1-Jun Change Tim e1 Rebalance2 Coupon3

BR O AD  M AR KET 100.00 100.00 0.00 0 0 0
  ALL G O VER N M EN TS 72.32 71.70 -0.62 0.02 -0.46 -0.18
    C AN AD A/AG EN C IES 45.13 43.96 -1.17 0.04 -0.95 -0.25
    ALL PR O VIN C IALS 25.14 25.66 0.51 -0.01 0.46 0.06
    M U N IC IPALS 2.05 2.09 0.04 0.00 0.03 0.01
  ALL C O R PO R ATES 27.68 28.30 0.62 -0.02 0.46 0.18
    C O R PO R ATE AAA 3.89 3.99 0.09 -0.01 0.08 0.03
    C O R PO R ATE AA 6.76 6.91 0.15 0.00 0.11 0.04
    C O R PO R ATE A 11.48 11.82 0.34 -0.01 0.28 0.08
    C O R PO R ATE BBB 5.55 5.58 0.03 0.00 0.00 0.04

31-M ay 1-Jun
Sector 14-M ay 1-Jun Change Tim e1 Rebalance2 Coupon3

BR O AD  M AR KET 6.39 6.50 0.11 -0.04 0.10 0.05
  ALL G O VER N M EN TS 6.69 6.86 0.17 -0.04 0.14 0.07
    C AN AD A/AG EN C IES 5.74 5.94 0.20 -0.05 0.17 0.08
    ALL PR O VIN C IALS 8.33 8.38 0.05 -0.03 0.04 0.04
    M U N IC IPALS 7.49 7.50 0.01 -0.02 0.00 0.03
  ALL C O R PO R ATES 5.60 5.57 -0.03 -0.03 0.00 0.01
    C O R PO R ATE AAA 3.27 3.30 0.03 -0.03 0.06 0.00
    C O R PO R ATE AA 4.33 4.29 -0.04 -0.04 0.00 0.01
    C O R PO R ATE A 6.84 6.79 -0.05 -0.03 -0.03 0.01
    C O R PO R ATE BBB 6.23 6.22 -0.02 -0.04 0.01 0.01

S& P/TSX C AN AD IAN  B O N D  IN D EX: Pro jected changes in  duration in  broad index

1. "T im e" is  the pro jected change, prior to  rebalancing, of the passage of tim e from  M ay 14 to M ay 31 given yie lds of M ay 14.
2. "Rebalance" is  the change due to projected rebalancing effects  on M ay 31.
3. "Coupon" is  the change due to projected coupon cash flows on June 1. 

Projected

Projected

1. "T im e" is  the pro jected change, prior to  rebalancing, of the passage of tim e from  M ay 14 to M ay 31 given yie lds of M ay 14.
2. "Rebalance" is  the change due to projected rebalancing effects  on M ay 31.
3. "Coupon" is  the change due to projected coupon cash flows on June 1. 

S& P/TSX CAN AD IAN  B O N D  IN D EX: Pro jected changes in  w eight in  broad index

 

 
In the short index, the 
Canada/Agencies 
sector will see the 
biggest increase in 
weight at 0.33%. The 
re-opening of the 
Canada 3.75% June 
12 bond and the roll of 
the two Canada 
issues, whose par 
value is over $14.8 bn, 
are the main causes.  
 
Within the All 
Governments sector, 
duration will extend by 
0.23 given 
rebalancing and June 
1 coupons, mostly due 
to government bonds 
exiting the index, with 
the Canada/Agencies 
sector extending by 
0.29.  

 Figure 3:  Projected changes in short index characteristics for June 1, 2007 

31-May 1-Jun
Sector 14-May 1-Jun Change Time1 Rebalance2 Coupon3

SHORT TERM 100.00 100.00 0.00 0 0 0
  ALL GOVERNMENTS 69.01 69.11 0.10 0.01 0.23 -0.14
    CANADA/AGENCIES 53.54 53.87 0.33 0.06 0.37 -0.09
    ALL PROVINCIALS 14.46 14.26 -0.20 -0.04 -0.12 -0.04
    MUNICIPALS 1.00 0.97 -0.02 0.00 -0.02 0.00
  ALL CORPORATES 30.99 30.89 -0.10 -0.01 -0.23 0.14
    CORPORATE AAA 6.74 6.53 -0.21 -0.03 -0.22 0.04
    CORPORATE AA 8.98 9.05 0.07 0.00 0.03 0.04
    CORPORATE A 9.89 10.05 0.16 0.00 0.11 0.04
    CORPORATE BBB 5.39 5.26 -0.12 0.01 -0.15 0.02

31-May 1-Jun
Sector 14-May 1-Jun Change Time1 Rebalance2 Coupon3

SHORT TERM 2.56 2.69 0.13 -0.04 0.16 0.01
  ALL GOVERNMENTS 2.55 2.74 0.19 -0.04 0.21 0.02
    CANADA/AGENCIES 2.56 2.80 0.24 -0.05 0.27 0.02
    ALL PROVINCIALS 2.50 2.51 0.01 -0.04 0.02 0.02
    MUNICIPALS 2.84 2.83 -0.01 -0.04 0.00 0.03
  ALL CORPORATES 2.58 2.57 0.00 -0.04 0.04 0.00
    CORPORATE AAA 2.52 2.51 -0.01 -0.03 0.02 0.00
    CORPORATE AA 2.50 2.50 0.00 -0.04 0.04 0.00
    CORPORATE A 2.71 2.72 0.01 -0.04 0.05 0.00
    CORPORATE BBB 2.55 2.52 -0.03 -0.04 0.01 0.00

S&P/TSX CANADIAN BOND INDEX: Projected changes in weight in short index

1. "Time" is the projected change, prior to rebalancing, of the passage of time from May 14 to May 31 given yields of May 14.

1. "Time" is the projected change, prior to rebalancing, of the passage of time from May 14 to May 31 given yields of May 14.

Projected

Projected

2. "Rebalance" is the change due to projected rebalancing effects on May 31.

S&P/TSX CANADIAN BOND INDEX: Projected changes in duration in short index
3. "Coupon" is the change due to projected coupon cash flows on June 1. 

2. "Rebalance" is the change due to projected rebalancing effects on May 31.
3. "Coupon" is the change due to projected coupon cash flows on June 1.  

5/16/2007 CIBC World Markets    ♦   Index Rebalancing Forecast 2 



In the mid index, the 
All Governments 
sector will see a 
decrease in weight of 
1.85%, with 
Canadas/Agencies 
decreasing by 2.76% 
while All Provincials 
will increase by 
0.73%.  
 
Duration for the All 
Government sector 
will extend by 0.41 
due to the May 31 and 
June 1 effects, with 
the largest increase 
coming in the 
Canada/Agencies (i.e. 
0.70). This is mostly 
due to the roll of the  
$9.6 bn 5.25% 
Canada 06/01/12 
issue from the mid to 
the short index.  
 

 Figure 4:  Projected changes in mid index characteristics for June 1, 2007 

31-May 1-Jun
Sector 14-May 1-Jun Change Time1 Rebalance2 Coupon3

MID TERM 100.00 100.00 0.00 0.00 0.00 0.00
  ALL GOVERNMENTS 69.14 67.29 -1.85 0.03 -1.66 -0.22
    CANADA/AGENCIES 39.45 36.69 -2.76 0.02 -2.43 -0.35
    ALL PROVINCIALS 26.75 27.48 0.73 0.01 0.61 0.11
    MUNICIPALS 2.94 3.11 0.18 0.00 0.16 0.02
  ALL CORPORATES 30.86 32.71 1.85 -0.03 1.66 0.22
    CORPORATE AAA 3.69 4.20 0.51 0.00 0.49 0.02
    CORPORATE AA 9.01 9.20 0.19 0.00 0.13 0.07
    CORPORATE A 12.12 13.02 0.90 -0.02 0.82 0.09
    CORPORATE BBB 6.05 6.30 0.25 -0.01 0.21 0.04

31-May 1-Jun
Sector 14-May 1-Jun Change Time1 Rebalance2 Coupon3

MID TERM 5.84 6.09 0.25 -0.04 0.24 0.05
  ALL GOVERNMENTS 5.80 6.17 0.37 -0.04 0.34 0.07
    CANADA/AGENCIES 5.64 6.30 0.66 -0.04 0.59 0.11
    ALL PROVINCIALS 5.97 5.97 0.00 -0.05 0.02 0.03
    MUNICIPALS 6.28 6.29 0.01 -0.03 0.03 0.02
  ALL CORPORATES 5.95 5.95 -0.01 -0.04 0.02 0.01
    CORPORATE AAA 5.76 5.65 -0.10 -0.03 -0.09 0.02
    CORPORATE AA 5.83 5.83 0.00 -0.04 0.03 0.01
    CORPORATE A 5.93 5.97 0.04 -0.03 0.06 0.01
    CORPORATE BBB 6.31 6.29 -0.03 -0.03 0.00 0.01

Projected

1. "Time" is the projected change, prior to rebalancing, of the passage of time from May 14 to May 31 given yields of May 14.

3. "Coupon" is the change due to projected coupon cash flows on June 1. 

3. "Coupon" is the change due to projected coupon cash flows on June 1. 

S&P/TSX CANADIAN BOND INDEX: Projected changes in duration in mid index

1. "Time" is the projected change, prior to rebalancing, of the passage of time from May 14 to May 31 given yields of May 14.
2. "Rebalance" is the change due to projected rebalancing effects on May 31.

Projected

S&P/TSX CANADIAN BOND INDEX: Projected changes in weight in mid index

2. "Rebalance" is the change due to projected rebalancing effects on May 31.

 

In the long index, the 
All Corporates sector 
will see an increase in 
weight of 0.43%, 
attributable mostly to 
an increase in weight 
in the Corporate A 
sector of 0.46% and a 
decrease in 
Canadas/Agencies 
sector of 2.84%  
The May 31 and June 
1 effects will cause 
duration for the All 
Government index to 
extend by 0.39, with 
duration for the 
Canada/Agencies 
extending by 0.82. 
This is mostly due to 
the roll of the $7.6 bn 
4.0% Canada 
06/01/17 issue from 
the long to the mid 
index.  
 

 Figure 5:  Projected changes in long index characteristics for June 1, 2007 

31-May 1-Jun
Sector 11-May 1-Jun Change Time1 Rebalance2 Coupon3

LONG TERM 100.00 100.00 0.00 0 0 0
  ALL GOVERNMENTS 79.04 78.62 -0.43 0.04 -0.25 -0.21
    CANADA/AGENCIES 38.82 35.98 -2.84 0.03 -2.37 -0.50
    ALL PROVINCIALS 37.13 39.42 2.29 0.02 2.00 0.27
    MUNICIPALS 3.09 3.22 0.13 -0.01 0.12 0.03
  ALL CORPORATES 20.96 21.38 0.43 -0.04 0.25 0.21
    CORPORATE AA 2.25 1.98 -0.27 0.00 -0.29 0.01
    CORPORATE A 13.78 14.24 0.46 -0.04 0.35 0.14
    CORPORATE BBB 4.92 5.16 0.24 0.00 0.19 0.06

31-May 1-Jun
Sector 11-May 1-Jun Change Time1 Rebalance2 Coupon3

LONG TERM 12.03 12.30 0.28 -0.04 0.19 0.13
  ALL GOVERNMENTS 12.21 12.54 0.33 -0.05 0.22 0.17
    CANADA/AGENCIES 12.26 13.02 0.76 -0.06 0.50 0.32
    ALL PROVINCIALS 12.30 12.27 -0.03 -0.05 -0.02 0.05
    MUNICIPALS 10.50 10.51 0.01 -0.01 0.00 0.03
  ALL CORPORATES 11.34 11.43 0.09 -0.02 0.10 0.01
    CORPORATE AA 10.93 11.53 0.60 -0.04 0.60 0.04
    CORPORATE A 11.67 11.72 0.05 -0.01 0.06 0.00
    CORPORATE BBB 10.64 10.60 -0.03 -0.03 0.00 0.00

2. "Rebalance" is the change due to projected rebalancing effects on May 31.

S&P/TSX CANADIAN BOND INDEX: Projected changes in duration in long index
3. "Coupon" is the change due to projected coupon cash flows on June 1. 

Projected

3. "Coupon" is the change due to projected coupon cash flows on June 1. 
2. "Rebalance" is the change due to projected rebalancing effects on May 31.
1. "Time" is the projected change, prior to rebalancing, of the passage of time from May 11 to May 31 given yields of May 11.

S&P/TSX CANADIAN BOND INDEX: Projected changes in weight in long index

Projected

1. "Time" is the projected change, prior to rebalancing, of the passage of time from May 11 to May 31 given yields of May 11.
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  Figure 6 shows CIBC World Markets forecasted additions, deletions, net re-openings and other 

changes in the index on May 31, 2007 due to rebalancing. 
$11.4 bn in par will be deleted from the index, while $5.3 bn will be added.  This is, for the most 
part, due to the removal of two Government of Canada bonds, the $5.4 bn Canada 6.0 06/01/08 
and the $4.4 bn Canada 3.75 06/01/08. 

   
  Figure 6:  Projected changes in the composition of the index on May 31, 2007 

 

Issue Coupon (%) Maturity Par value ($000's)
Market value 

weight

ROYAL BANK 4.53 7-May-12 950,000                  0.14% SHORT FINANCIALS A
ALGONQUIN CREDIT CARDS TR 4.56 15-Jun-12 397,500                  0.06% MID ASSET BACKED SECURITIES AAA
CITIGROUP FIN CDA 4.54 16-May-13 200,000                  0.03% MID FINANCIALS AAA
OTTAWA MACDONALD-CARTIER 4.73 2-May-17 200,000                  0.03% MID INDUSTRIALS A
MONTREAL QUEBEC 4.60 1-Jun-17 100,000                  0.01% MID MUNICIPALS
NEWFOUNDLAND 4.65 17-Oct-40 350,000                  0.05% LONG ALL PROVINCIALS
TOTAL ADDITIONS 2,197,500               

ROYAL BANK 4.39 15-May-08 (200,000)                0.03% SHORT FINANCIALS AA
GLOUCESTER CREDIT CARD TR 4.72 15-May-08 (295,750)                0.04% SHORT ASSET BACKED SECURITIES AAA
CANADA 10.00 1-Jun-08 (587,186)                0.09% SHORT CANADA/FEDERAL AGENCIES
CANADA 6.00 1-Jun-08 (5,465,759)             0.83% SHORT CANADA/FEDERAL AGENCIES
CANADA 3.75 1-Jun-08 (4,449,326)             0.65% SHORT CANADA/FEDERAL AGENCIES
DOFASCO 7.55 1-Oct-08 (125,000)                0.02% SHORT MATERIALS BBB
DOFASCO 4.96 15-Jun-17 (250,000)                0.04% LONG MATERIALS BBB
TOTAL DELETIONS (11,373,021)           

CANADA 5.50 01-Jun-10 (249,000)                -0.04% SHORT CANADA/FEDERAL AGENCIES
CIBC 4.95 02-Sep-10 500,000                  0.07% SHORT FINANCIALS AA
CANADA 6.00 01-Jun-11 (151,000)                -0.02% SHORT CANADA/FEDERAL AGENCIES
CANADA 3.75 01-Jun-12 2,000,000               0.29% SHORT CANADA/FEDERAL AGENCIES
QUEBEC 4.50 01-Dec-17 500,000                  0.07% LONG ALL PROVINCIALS
BRITISH COLUMBIA 4.70 18-Jun-37 500,000                  0.08% LONG ALL PROVINCIALS
NET RE-OPENINGS 3,100,000

ONTARIO 5.60 02-Jun-35 243,500                  0.04% LONG ALL PROVINCIALS
ONTARIO 7.60 02-Jun-27 123,500                  0.03% LONG ALL PROVINCIALS
CANADA 3.75 01-Jun-12 100,000                  0.01% SHORT CANADA/FEDERAL AGENCIES
CANADA 3.75 01-Jun-09 68,720                    0.01% SHORT CANADA/FEDERAL AGENCIES
CANADA 5.25 01-Jun-12 (279,204)                -0.04% SHORT CANADA/FEDERAL AGENCIES
ONTARIO 4.70 02-Jun-37 (242,000)                -0.04% LONG ALL PROVINCIALS
QUEBEC HYDRO 5.00 15-Feb-45 (145,500)                -0.02% LONG ALL PROVINCIALS
CANADA 5.50 01-Jun-09 (69,000)                  -0.01% SHORT CANADA/FEDERAL AGENCIES
All Other 111,396                  0.02%
NET STRIPS AND RECONS (88,588)                  
TOTAL (6,164,109)             

STRIPPING AND RECONSTITUTION

Sector
ADDITIONS

DELETIONS

RE-OPENINGS/REPURCHASES
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  Figure 7 shows projected rolls between the long, mid and short indices as of May 31, 2007. 

Nearly 45% of the value of the overall rolls can be attributed to a single bond, the $9.6 bn 
Government of Canada 5.25 06/01/12 issue.  

   
  Figure 7:  Projected index rolls on May 31, 2007 

Issue Coupon (%) Maturity Par value ($000's)

Mid to Short
ALTA MUNIC FIN 5.85 1-Jun-12 498,500                   
CANADA 3.75 1-Jun-12 3,202,900                
CANADA 5.25 1-Jun-12 9,670,266                
CAPITAL DESJARDINS INC 6.32 1-Jun-12 283,400                   
CMHC 5.50 1-Jun-12 257,000                   
TOTAL 13,912,066              
Long to Mid
CANADA 4.00 1-Jun-17 7,606,850                
GREATER TORONTO AIRPORT 4.85 1-Jun-17 450,000                   
TOTAL 8,056,850                

TOTAL 21,968,916              

CANADA/FEDERAL AGENCIES

Sector

ALL PROVINCIALS
CANADA/FEDERAL AGENCIES

CANADA/FEDERAL AGENCIES

Rolls

INDUSTRIALS A

CANADA/FEDERAL AGENCIES
FINANCIALS AA

 

Figure 8 shows projected cash flows for June 2007.  
The table includes the following information: 

• There are 137 bonds in the index that have coupon payments on June 1 or June 2, for a 
total of $6.46 bn. 

• There are 33 Canada/Agencies bonds that pay coupons on these two days, of which 27 
are Government of Canada bonds.     

• There are 56 Provincial bonds that pay coupons on these two days, led by Ontario and 
Quebec, with 15 and 11 bonds respectively.    

 
Figure 8:  Upcoming cash flows in the S&P/TSX Canadian Bond Market Index 

D a te In te re s t P r in c ip a l A m o r t iz a t io n T o ta l
0 1 - J u n -0 7 5 ,4 1 1 ,4 9 8 4 ,8 7 5 5 ,4 1 6 ,3 7 3
0 4 - J u n -0 7 1 ,0 4 8 ,6 8 6 3 ,5 4 2 1 ,0 5 2 ,2 2 8
0 5 - J u n -0 7 1 7 ,9 4 0 0 1 7 ,9 4 0
0 6 - J u n -0 7 4 8 ,2 4 8 0 4 8 ,2 4 8
0 7 - J u n -0 7 1 3 ,6 8 8 0 1 3 ,6 8 8
0 8 - J u n -0 7 2 1 ,1 8 3 5 ,1 4 5 2 6 ,3 2 8
1 1 - J u n -0 7 1 1 4 ,0 0 7 2 ,3 4 6 1 1 6 ,3 5 3
1 2 - J u n -0 7 3 4 ,1 7 5 0 3 4 ,1 7 5
1 3 - J u n -0 7 1 9 ,0 0 0 0 1 9 ,0 0 0
1 4 - J u n -0 7 7 1 ,1 1 9 0 7 1 ,1 1 9
1 5 - J u n -0 7 5 9 6 ,5 0 3 0 5 9 6 ,5 0 3
1 8 - J u n -0 7 2 2 4 ,4 4 2 2 ,6 3 7 2 2 7 ,0 7 9
1 9 - J u n -0 7 2 4 ,4 4 1 0 2 4 ,4 4 1
2 0 - J u n -0 7 2 0 ,5 4 6 0 2 0 ,5 4 6
2 1 - J u n -0 7 7 ,5 4 1 0 7 ,5 4 1
2 2 - J u n -0 7 1 2 8 ,4 0 9 0 1 2 8 ,4 0 9
2 5 - J u n -0 7 3 2 ,5 1 0 0 3 2 ,5 1 0
2 7 - J u n -0 7 3 5 ,9 0 7 0 3 5 ,9 0 7
2 8 - J u n -0 7 4 8 ,7 6 0 0 4 8 ,7 6 0
2 9 - J u n -0 7 2 9 ,1 1 3 0 2 9 ,1 1 3

P r o je c te d  C a s h f lo w s  fo r  th e  B ro a d  M a rk e t  C o m p o s ite  ($ 0 0 0 's )
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