Nova Scotia: 2026-27 Budget

FISCAL OUTLOOK DETERIORATES ON WEAKER GROWTH, HIGHER SPENDING, AND
ACCOUNTING CHANGE
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e Bottom line: A weaker near-term economic outlook and higher spending growth
means that the deficit is not expected to shrink nearly as quickly as previously
FISCAL PULSE projected, despite new cuts to public sector jobs and some tax increases. Given the

higher deficit path and the impacts of an accounting change, the province’s debt
burden is now expected to climb to 45% by the end of the forecast horizon—
though the province has reiterated its commitment to a fiscal planning guardrail of
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e Borrowing requirements: for FY26 is complete at $3.0 bn, increasing to $3.4 bn in
Chart 1 FY27 and $4.7 bn in FY28, before declining to $3.9 bn in FY29 and $3.2 bn in FY30
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Nova Scotia’s Budget 2026-27 sees a deterioration in the budget balance over the

forecast horizon amid higher spending and a weaker economic outlook that weighs on
revenue growth. The Budget forecasts a deficit of $1.25 bn (1.8% of nominal GDP) for the
current fiscal year 2025-26 (FY26), up from $0.9 bn (1.4%) planned at the beginning of the
fiscal year but smaller than the deficit of $1.5 bn (2.1%), after contingency, expected in
December. The Budget now shows planned deficits greater than $1 bn each year through
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The province raised overall spending across the outlook amid higher cost pressures.
Total expenditure for fiscal year 2025-26 (FY26) is projected to be $18.17 bn, a 5.2%
Chart 2 increase from the previous fiscal year and up from the $17.6 bn planned in last year’s
Nova Scotia's Projected budget. Budget 2026-27 adds $2.46 bn of spending to the outlook spread over the next
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FY29 and FY30.

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


https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
mailto:john.fanjoy@scotiabank.com

Scotiabank. FISCAL PULSE

February 23, 2026

The outlook for economic activity was marginally revised downwards, as growth is expected to slow but remain positive over the
outlook. Real GDP is projected to grow 1.5% in 2026 and 2027, down from the estimated 1.8% in 2025, as tariffs weigh on trade and the
federal government’s reduced immigration targets weigh on population growth. Meanwhile, nominal GDP growth is expected to ease from
an estimated 5% in 2025 down to 3.4% in 2026 and 3.7% in 2027. The economic outlook included in the Budget reflects developments up
to January 21°* and includes the planned reduction in China’s tariffs on certain Canadian goods which is expected to take effect March 1.
The Budget also assumes that Canadian goods exports which are CUSMA compliant will continue to be exempt from certain US tariffs.

Budget 2026-27 revised higher the province’s net debt projections for each year of the outlook relative to expectations a year ago amid
a deterioration in the budget balance outlook and an accounting change. Estimates of net debt for FY26 were revised up to $24 bn (35%
of nominal GDP) from $22.6 bn (34.6%) in last year’s budget, marginally increasing net debt as a share of GDP as higher deficit and net
capital spending are partially offset by the fall upward revision to GDP levels. Net debt levels are projected to increase 16.5% year-over-year
in FY27 and 12.2% in FY28 before slowing to 8.6% in FY29 and 5.9% in FY30. As a result, the province’s debt burden as a share of GDP is
projected to increase 10 percentage points by the end of the outlook, rising to 45.7% in FY30. Most of this increase is being driven by an
accounting changed that has put long-term care homes onto the province’s balance sheet. Without the long-term care accounting
adjustment, net debt is projected to rise to 41.7% of nominal GDP by FY30. The province has established a planning guardrail to keep net
debt-to-GDP less than 40% and reiterated a commitment to fiscal prudence.

Borrowing for the current fiscal year 2025-26 (FY26) is complete at $3.03 bn. Borrowing requirements before contingencies are expected
to increase over the next two years to $3.39 bn in FY27 and $4.71 bn in FY28, then declining to $3.93 bn in FY29 and $3.25 bn in FY30.
Should the full contingencies be used, this adds an additional $50 mn in borrowing requirements to each year of the outlook.

Updated Fiscal Forecast
$ millions except where noted

FY26 FY27 FY28 FY29 FY30
Bud.25 Bud.'26 Bud.'25 Bud.26 Bud.'25 | Bud.'26 Bud.'25 Bud.'26 Bud.'26
Total Revenue 16,506 16,594 17,265 | 17,354 17,934 17,669 18,369 18,352 19,076
Total Expenses 17,569 = 18,170 18,148 18,932 18,395 = 19,103 18,713 19,683 20,210
Contingency 200 0 200 50 200 50 200 50 50
Budget Balance (898)  (1,249) (723) (1,241) (308)  (1,097) (191) (1,000) (810)
% of GDP (1.4) (1.8) (1.1 (1.7) (0.4) (1.5) (0.3) (1.3) (1.0)
Net Debt 22,620 = 24,030 25,381 = 27,995 27,765 = 31,406 29,817 « 34,097 36,111
% of GDP 34.6 35.0 37.2 395 39.3 42.7 40.9 44.8 45.7
Sources: Scotiabank Economics, Nova Scotia Finance.

Global Economics 2



Scotiabank. FISCAL PULSE

February 23, 2026

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
oract 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; Scotiabank Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institucion de Banca Multiple, Grupo
Financiero Scotiabank Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, 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 authorized by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited 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
authorized 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, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat 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.
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