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Newfoundland and Labrador: 2018–19 Mid-Year Update 

REVENUE BOOST NARROWS DEFICIT PROJECTION 

SUMMARY 

 The Province of Newfoundland and Labrador’s annual Fall Fiscal and 

Economic Update forecasts a smaller than previously anticipated 

budget deficit for fiscal 2018–19 (FY19). The $547.0 mn1 shortfall 

compares favourably to the April 2018 budget (Budget) estimate of $682.9 

mn. The government continues to forecast a return to black ink by FY23. 

 Expectations of higher revenues underlie the deficit revision. The 

Province expects receipts to total $7.8 bn—$130 mn higher than forecast in 

Budget—while total revenues tracked previous projections. The government 

noted the rise in oil prices since April. Brent crude is now expected to average 

US$74/bbl in FY19; the prior estimate was US$63/bbl. 

 With a smaller budget deficit, borrowing requirements and net debt 

were lowered (top table). The Province expects to borrow just $1.25 bn to 

finance spending in FY19 versus $1.45 bn forecast in Budget. Net debt 

projections were reduced by $157 mn to $15.37 bn. 

 On the back of anticipated weakness in exports, the Province lowered its 

forecast real GDP decline for calendar year 2018 to 2.8% (bottom table). 

Instead of the 2.8% real export rise projected in April, the government now 

expects a 1% decrease as a two-month labour stoppage resulted in reduced 

iron ore output (chart). Oil production, lifted in the first full year of operation at the 

Hebron offshore platform, will likely provide a partial offset but the government 

now foresees a 5.1% increase rather than the 6.4% gain forecast in April. 

 Forecasts for other sectors appear more conducive to revenue growth 

this year. The Province foresees steady total employment this year—better 

than the 1% decline forecast in Budget—with household income also edged 

higher. It further cites a y/y decline in employment insurance beneficiaries to 

date this year as evidence of improving labour market conditions, though 

retail sales are expected to fall. A less precipitous contraction was forecast for 

business investment. 

 The government continues to emphasize its progress on longer-term 

cost control and economic diversification initiatives. With respect to public 

sector modernization, it notes receipt of severance claims by 4,100 

employees. The Province’s investment in a St. John’s contact centre, foray 

into deepwater oil production, targeted infrastructure outlays, and support for a 

major aquaculture venture highlighted its efforts to broaden its industrial base. 

IMPLICATIONS 

 Newfoundland and Labrador’s economic and fiscal position has largely 

evolved in line with our assessment of the balance of risks. Absent more 
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Budget Update

Real GDP -0.8 -2.8

Nominal GDP 1.3 3.6

Consumer Price Index 2.0 2.1

Population -0.6 -0.6

Employment -1.0 0.0

Participation Rate, % 57.8 59.0

Unemployment Rate, % 14.8 14.5

Employee Compensation -1.1 -0.9

Household Income 0.7 0.9

Retail Sales 0.7 -0.9

Housing Starts -10.1 0.1

Capital Investment -9.3 -8.2
___________________

Source: Newfoundland and Labrador Finance.
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FY18

Final Budget Update

Total Revenue (mn) 7,280.1 7,673.4 7,803.6

Total Expenditure (mn) 8,190.9 8,356.3 8,350.6

Deficit (mn) -910.8 -682.9 -547.0

   % of GDP -2.8 -2.0 -1.6

Net Debt 14.7 15.5 15.4

Borrowing Requirement 1.175 1.45 1.25
___________________

Sources: Newfoundland and Labrador Finance; nominal GDP

forecast: Scotiabank Economics.

FY19

Fiscal Update 
$ billions except where noted 

Economic Assumptions 
annual % change except where noted 
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detail, rising oil prices and an improving labour market—both of which we previously identified as offering upside potential for 

revenues—appear to have bolstered the government’s coffers. 

 The return to balance remains challenging despite progress on deficit reduction. Newfoundland and Labrador’s current 

fiscal plan relies heavily on expenditure restraint. Assuming no change to prior revenue forecasts beyond FY19, total spending 

will still have to contract by an annual average of 1.4% to achieve the government’s FY23 surplus target. 

 The Muskrat Falls hydroelectricity facility looms over the Province’s outlook. An inquiry into the project’s significant cost 

overruns is proceeding in full public view and associated debt continues to be perceived by bond rating agencies as leaving 

the province’s fiscal position vulnerable to adverse economic shocks. Waning construction activity on the project—which is still 

expected to finish next year—is also a key contributor to our forecast of falling private sector capital outlays this year, though 

the government now anticipates that other projects will propel a rebound in business investment approaching 7% in 2019. 



3 

November 13, 2018 

Visit our web site at scotiabank.com/economics or contact us by email at scotia.economics@scotiabank.com 

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank.  Opinions, estimates and projections 

contained herein are our own as of the date hereof and are subject to change without notice.  The information and opinions contained herein 

have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their 

accuracy or completeness.  Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability 

whatsoever for any direct or consequential loss arising from any use of this report or its contents. 

These reports are provided to you for informational purposes only.  This report is not, and is not constructed as, an offer to sell or solicitation of 

any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or 

trading strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not 

constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading 

Commission Regulation 23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics 

and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other 

transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or 

be in the process of acquiring or disposing of positions, referred to in this report. 

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as 

managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors, 

brokers or commercial and/or investment bankers in relation to securities or related derivatives.  As a result of these actions, Scotiabank may 

receive remuneration.  All Scotiabank products and services are subject to the terms of applicable agreements and local regulations.  Officers, 

directors and employees of Scotiabank and its affiliates may serve as directors of corporations. 

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any 

issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment. 

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be 

reproduced without the prior express written consent of Scotiabank. 

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.  

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital 

markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; 

Citadel Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; 

Scotiabank Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. – all 

members of the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with 

limited liability and is authorised and regulated by the Office of the Superintendent of Financial Institutions Canada.  The Bank of Nova Scotia is 

authorised by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and l imited regulation 

by the UK Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation 

Authority are available from us on request.  Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the 

UK Financial Conduct Authority and the UK Prudential Regulation Authority.  

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated 

by the Mexican financial authorities.   

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law. 

GLOBAL ECONOMICS 

|  FISCAL PULSE 


