
 

December 11, 2019 

GLOBAL ECONOMICS 

|  FISCAL PULSE 

1 Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 

Newfoundland and Labrador: 2019–20 Q2 Update  

LONG-TERM OUTLOOK LARGELY UNCHANGED; CHALLENGES REMAIN 

The Province of Newfoundland and Labrador’s mid-year update for fiscal year 

2019–20 (FY20) unveiled a worse-than-anticipated bottom line. The Province 

forecasts a surplus of $1.6 bn, but that is an artefact of a one-time, $2.5 bn booking in 

FY20 of royalty revenues expected under a new Atlantic Accord over the next several 

decades. Excluding that accounting adjustment, the Government expects to be $944 

mn (2.8% of GDP) in the red, rather than its earlier deficit projection of $575 mn (net 

of Atlantic Accord proceeds) in the April 16, 2019 budget (Budget). 

The most significant development is a downward revision to its economic 

growth in 2019 that will weigh on revenue gains this fiscal year. Real GDP is 

now expected to increase 3.1% this calendar year—1 ppt lower than anticipated 

as of Budget—largely the result of major project delays and temporary shutdowns 

at two oil fields. Consequently, total revenues are expected to come in nearly 

$400 mn lower than penciled in at budget time. Updated fiscal figures were not 

provided beyond FY20, but resumption of normal oil production and pushed-out 

project expenditures look to be behind the stronger economic growth forecast for 

2020 (chart). Presumably this will lift revenues in FY21. 

FY20 expenditure forecasts were largely unchanged. Though FY19 spending 

exceeded budget projections by just over $100 mn, the Province is on pace to beat 

its prior FY20 expense forecast by $24 mn. By all accounts, spending restraint will 

remain the touchstone of longer-run fiscal plans. Recall that Budget outlined average 

spending reductions of 1.4% per annum during FY20–23. That level of restraint will 

be made more challenging as provincial population aging continues. The update 

provides no information on potential fiscal liabilities pertaining to Muskrat Falls. 

Net debt projections were revised higher as a result of the adjusted budget 

balance. Net debt will increase modestly to $13.95 bn, some $180 mn greater 

than forecast in Budget. That figure—which includes the Atlantic Accord accrual—

should amount to 40.7% of GDP, the second-highest debt burden of any Province 

in FY20. 

Borrowing requirement forecasts remain in line with Budget at $1.2 bn.  

IMPLICATIONS 

The downward revision to the growth outlook for this year underscores the 

need for prudence in budget planning. The Province faces high volatility in 

economic growth and hence fiscal revenues given the importance of major capital 

projects to its outlook. While a full percentage markdown in growth is substantial, 

3.1% real GDP growth is still relatively strong particularly on the heels of last year’s 

contraction of -3.5%. This year’s anticipated contraction in revenue growth—that 

runs in contrast stronger-than-anticipated revenues in most other provinces—will 

compound the task ahead of balancing the budget by FY23 as set out in Budget.  

While expenditure growth is largely flat this year, owing in part to higher-than-

anticipated expenditures last year, ambitious expenditure restraint still lies 

ahead. It will be important to bank the gains from eventual revenue increases 

next year as a result of today’s revisions that shift out growth expectations into FY21, 

otherwise deeper cuts would be required to achieve budget balance by FY23.  
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Updated Fiscal Figures 

$ billions except where noted 

FY19

Final Budget Update

Total Revenue* (mn) 7,827 7,850 7,457

  % change 7.5 0.3 -4.7

Total Expenditure (mn) 8,379 8,425 8,401

  % change 2.3 0.6 0.3

Budget Balance (mn) -552 -575 -944

  % of GDP -1.7 -1.7 -2.8

Net Debt 15.4 13.8 14.0

  % of GDP 46.4 40.4 40.7

Borrowing Requirement 1.4 1.2 1.2
__________

Revenues and balances net of $2.5 bn Atlantic Accord

booking. Sources: Scotiabank Economics, NL Finance.
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