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Ontario: 2022–23 Mid-Year Update 

FISCAL OUTLOOK IMPROVED AMID DARKENING ECONOMIC CLOUDS 

• Budget balance forecasts: -$12.9 bn (-1.2% of nominal GDP) in FY23, -$8.1 bn (-0.7%) 

in FY24, -$0.7 bn (-0.1%) in FY25 and return to surplus territory before reserve—

respective reductions of $7.0 bn, $4.2 bn and $6.9 bn versus Budget 2022 

projections (chart 1). 

• Net debt: expected to decline further to 38.4% of nominal GDP in FY23 from 39.2% 

in FY22, then stabilize near 38.5% of GDP in each of the next three years—2–3 ppts 

lower than the trajectory defined in Budget 2022 (chart 2). 

• GDP growth forecast: real growth assumptions nudged down across the forecast 

horizon from 2022 to 2025—+2.6% in 2022 before slowing rapidly to +0.5% in 2023 

and +1.6% in 2024; faster nominal growth in 2022 (+9.2%) in light of higher GDP 

inflation outlook, yet slower nominal growth assumptions in 2023 (+3.5%) and 

2024 (+3.8%) . 

• Borrowing program: long-term public borrowing of $32.2 bn in FY23, $38.4 bn in 

FY24, and $32.3 bn in FY25—$26.1 bn lower versus Budget 2022 over the three-

year outlook—largely reflects reduced funding requirements in FY22 and 

improved budget balance projections. 

• While sizable windfalls put the province on a much better fiscal trajectory, the 

Update maintains prudent planning and prepares Ontario well for an economic 

slowdown. We see some near-term upside given the conservative assumptions 

underpinning forecast but expect heightened uncertainty in the medium-term. 

The government seems to be holding the line on spending with new policies 

addressing key priorities largely targeted and should have limited fiscal impact.  
 

OUR TAKE 

Ontario’s fall update projects general improvements in the province’s bottom-line 

across the three-year forecast horizon despite downward revisions to the medium-

term economic outlook. Driven by the strong hand-off of the $2.1 bn surplus in FY22, 

balance projections continue to improve substantially in the near-term, with shortfalls 

reduced by a total of $18 bn versus the 2022 Budget for FY23–25. Debt levels are 

projected to edge down from a much lower starting point as a share of output than 

anticipated in Budget 2022, before stabilizing around the lowest levels in close to 10 years. 

Debt servicing costs remain largely unchanged despite higher interest rate outlook than 

assumed in the Budget given lower funding needs. 

The tighter fiscal trajectory benefits from an improved starting point and is anchored 

by near-term own-source revenue gains. FY23 own-source revenue is tracking $7 bn 

higher than initially estimated in the Budget in light of higher-than-expected nominal 

growth. Compared to the 2022 Budget, the update is less optimistic about the economic 

prospects of 2023 and 2024, yet with higher inflation masking the impact of an economic 

slowdown on revenues, the balance projections still improved relative to the path outlined 

in Budget 2022 even with a deterioration of real growth outlook.  

Continued prudence is largely warranted as the economic clouds darken. The update 

maintained a level of fiscal buffer similar to the budget—reflecting still-elevated 

uncertainty in the economic outlook. Nominal GDP is projected to grow 9.2% this year, 

well below Scotiabank’s forecast of 10.4% (chart 3), with next year’s nominal growth 

assumption (3.5%) slightly higher than our forecast (3.2%), but still under the private-

sector average by a hair. Following the $1 bn reserve in FY23, FY24–FY25 maintain a 
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reserve of $1.5 bn each year. The Contingency Fund has increased slightly to $7.5 bn in FY23, with $3.5 bn 

remained unallocated—leaving room for more upside. Under slower growth assumptions, deficit could 

widen to -$14.6 bn in FY23 before narrowing to -$8.5 bn in FY25, and a more optimistic scenario could 

see a nearly balanced book in FY24.  

NEW SPENDING ADDED TO SUPPORT BUSINESS INVESTMENT AND AFFORDABILITY 

Program spending remains virtually unchanged as new policy measures are incremental and covered 

by the contingency fund, and mainly target affordability and business investment. Key affordability 

measures include the pre-announced extension of the gas tax and fuel tax cuts by another year, as well as 

doubling the Guaranteed Annual Income System (GAINS) payments for seniors in 2023. The fiscal impact 

of these affordability measures should be limited (under 0.1% of nominal GDP in FY23–FY24). The 

government also raised the Ontario Disability Support Program (ODSP) monthly exemption to address 

the labour shortage—identified as a constraint on economic growth in the province. 

Various tax measures were announced with an attempt to boost business investment incentives as the province enters a downturn. The 

bulk of the program is to temporarily allow immediate expense up to $1.5 mn per year for certain capital investments. Other measures 

include supporting small businesses by extending the phase-out range for their corporate tax rate from $10 mn to $50 mn of taxable 

capital. Impact of these tax measures are incremental (in the order of $400 mn in FY23) and unwinds quickly over time. These time-limited 

and targeted measures are welcomed as policymakers face increasing challenges to maintain the balance between affordability support 

and the risk of fueling inflation. 

DEBT & BORROWING  

Much narrower deficits projections underpin material 

improvements in the updated debt trajectory. Net debt as a 

share of GDP is projected to be 3 ppts lower than the 2022 

Budget forecast in FY23, and remains lower than the Budget 

estimates over the medium-term. As the recession risk looms, 

the debt path could change as a result of weaker revenues 

and heightened spending pressures. Under the alternative 

economic scenarios, Ontario’s net debt-to-GDP ratio could go 

up to 40.8% by FY25 following a slower growth trajectory, a 

historical high other than the COVID-19 spike yet still below 

the 42% target.  

Borrowing program has scaled down for FY23, FY24 and 

FY25 to $32.2 bn, $38.4 bn and $32.3 bn, respectively. The 

province’s FY23 borrowing program is $9.3 bn lower than 

estimated in the Budget, reflecting a smaller deficit with some 

offset from the $3 bn pre-borrowing planned for FY24. 

Projected borrowing rate has been revised higher by 80 bps in 

FY23, 90 bps in FY24 and 50 bps in FY25, yet debt servicing 

costs are expected to be lower as a share of total revenues. With average debt maturity among the lowest across provinces, Ontario 

improved its average term of debt in FY23 to 11.3 years, and aims to maintain it at levels trending since 2014. 

 

 
Apr. '22 Final Apr. '22 Nov. '22 Apr. '22 Nov. '22 Apr. '22 Nov. '22

Total Revenue 173.6 185.1 179.8 186.8 188.2 192.9 196.9 204.1

  Own-Source 143.9 151.2 148.8 155.8 156.4 160.9 163.5 170.4

  Fed. Transfers 29.7 33.9 31.0 31.0 31.8 32.0 33.4 33.7

Total Expenditure 187.1 183.0 198.6 198.8 199.1 199.5 203.0 203.2

  Programs 174.1 170.5 185.2 185.2 184.8 185.0 188.1 188.3

     Health 71.0 75.7 75.2 75.2 77.6 77.8 78.3 78.3

     Education 29.5 29.9 32.4 32.4 34.2 34.2 35.1 35.1

     Other 61.6 64.9 70.7 70.1 73.0 73.0 74.7 74.9

  COVID-19 Funding 12.0 6.9 7.5 - - - -

  Debt Service 13.0 12.6 13.5 13.6 14.3 14.5 14.9 14.9

Reserve - 1.0 1.0 1.5 1.5 1.5 1.5

Balance -13.5 2.1 -19.9 -12.9 -12.3 -8.1 -7.6 -0.7

  % of GDP -1.4 0.2 -1.9 -1.2 -1.1 -0.7 -0.7 -0.1

Net Debt 394.9 380.4 428.7 407.2 450.6 424.3 468.4 435.9

  % of GDP 40.7 39.2 41.4 38.4 41.4 38.7 41.3 38.3

Debt Service

  % of Revenue 7.5 6.8 7.5 7.3 7.6 7.5 7.6 7.3___________

Sources: Scotiabank Economics, Ontario Finance.
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