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Provinces at Crossroads Ahead of the Budget Season 

TAKING STOCK OF CANADA’S PROVINCIAL FINANCES 

• Canadian provinces find themselves on strong financial footings as the 2023 budget 

season kicks off. In this round-up piece, we take stock of where the provinces stand in 

the ongoing fiscal year (FY23) and what they expect for the next fiscal year (FY24). 

• Robust commodity prices and higher-than-anticipated nominal growth inflated 

government revenues across the country, improving the projected FY23 budget 

balances by a combined $41.5 bn (1.5% of nominal GDP) as of provinces’ latest 

updates. Half of the provinces (BC, AB, SK, NB and NL) are on track to record large 

surpluses this fiscal year. 

• Provinces signalled fiscal discipline by keeping new spending initiatives within the 

bounds of revenue windfalls. Commodity-producing provinces dedicate most FY23 

revenue gains to deficit and debt reductions while the others plan to spend larger 

shares of the windfalls to meet new spending needs. The bulk of new expenses 

include affordability measures (totalling $9 bn), health care improvements and the 

recovery from Hurricane Fiona.  

• The economic assumptions underpinning the largely improved FY23 budget 

balances remain reasonable, but slightly more optimistic than forecasted by 

private-sector economists. The $11 bn set aside in contingencies and allowances 

should provide a sufficient buffer for the limited downside in FY23 budget balances 

and leave room for upside as the fiscal year closes.  

• Provinces’ combined debt burden is improved owing to better bottom lines in 

FY23, with expected net debt to run at 28% of GDP (versus earlier-projected 33%)

—the lowest level in over a decade. 

• Provinces’ borrowing requirements are also expected to come in much lower than 

previous estimates in 2022 budgets, totalling $65 bn for the three largest provinces 

(ON, QC and BC), with Alberta eliminating both capital and fiscal borrowing 

planned for this fiscal year and next thanks to abundant surplus cash. 

• Provinces should see revenue windfalls to unwind in FY24 and could expect some 

deterioration in fiscal balances despite a strong handoff from FY23, with 

heightened uncertainty around the outlook. The four largest provinces (ON, QC, AB 

and BC) currently project a combined deficit of -$8.6 bn (-0.3% of GDP) in FY24, 

including $9.9 bn in contingencies and forecast allowances in anticipation of 

economic uncertainty and additional spending pressures.  

• In an environment of persistently high inflation and slowing growth, it is 

paramount for the provinces to maintain fiscal discipline against stronger fiscal 

trajectories and some new-found surpluses to avoid complicating the Bank of 

Canada’s job to keep inflation under control, and save the fiscal room to support 

households and businesses in case of a deeper recession. 

STRONG NOMINAL GROWTH INFLATED PROVINCIAL COFFERS 

Provinces saw substantial improvements in their finances through 2022 (chart 1). 

Collectively, the provinces reduced their FY23 deficit estimates by a total of $41.5 bn (1.5% 

of nominal GDP) in the latest fiscal updates and are projecting an aggregate surplus of 

$8.3 bn (0.3% of GDP). This marks the second year in the black for the provincial 

governments, following the $4.8 bn (0.2% of GDP) aggregate surplus recorded in FY22. 

Half of the provinces (BC, AB, SK, NB and NL) are on track to record large surpluses in 

FY23, and the others see significant reductions in projected deficits to less than 1% of 

nominal GDP, with PEI being the only exception (chart 2).  
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All provinces anticipate improved bottom lines in light of higher-than-expected inflation and stronger commodity prices than 

previously assumed. Provinces across the country saw windfalls through the fiscal year in an environment of rising inflation, despite slowing 

real growth due to the monetary policy efforts to tamp it down. As of mid-year, commodity exporters saw the largest windfalls owing to 

much higher commodity prices than those assumed in the previous budgets, which were made before the full impact of the Russia-Ukraine 

war materialized.  

Faced with heightened spending pressures from rising costs of living, health care improvements and the impact of Hurricane Fiona, 

provinces managed to keep new spending initiatives within the bounds of increased revenues (chart 3). Provinces with larger windfalls—

mainly commodity producers—dedicated most revenue gains to deficit and debt reductions. Collectively, provinces plan to spend around 

30% of the $57 bn estimated windfalls to meet new spending needs, including a combined $9 bn in affordability measures announced over 

the course of FY23. Nova Scotia and PEI saw the largest increases in new spending as they pencilled in expenses related to recoveries from 

the impact of Hurricane Fiona. 

Almost all provinces project smaller and declining debt burdens in FY23 as a share of nominal output (chart 4). The aggregate provincial 

net debt is expected to run at 28.7% of GDP instead of the 33% projected in 2022 budgets, the lowest level in over a decade. Other than the 

commodity-producing provinces that project large reductions in debt as a share of output, New Brunswick is showing great efforts by 

slashing its debt burden rapidly by over 10% of nominal GDP in the past two fiscal years, supported by its sizable budget surpluses. 

Provinces with high debt burdens such as Quebec and Manitoba are also projecting steady reductions in debt as a share of output. Nova 

Scotia did not update its net debt projection, but should see some improvements given a smaller deficit forecast and decreased capital 

spending. 

SIZABLE CONTINGENCIES PROVIDE A SUFFICIENT BUFFER FOR UNCERTAINTY IN THE OUTLOOK 

Economic slowdowns that started in the second half of 2022 continued well into 2023, and despite the recent resilience in labour 

markets, heightened uncertainty brings downside risks to the current projections and clouds the outlook. Provinces revised up nominal 

growth assumptions for calendar year 2022 in their mid-year updates to incorporate a higher inflation outlook, and brought down forecasts 

for 2023 as real growth slows and inflation moderates. Overall, the economic assumptions underpinning the current outlook are in line with 

private-sector forecasts (chart 5), but risks are tilted to the downside with some provinces assuming higher growth than estimated by 

private-sector economists.  

Oil price assumptions used in mid-year updates seemed conservative at the time, but didn’t provide much buffer for near-term 

volatility. Alberta’s WTI price projections were very close to levels suggested by the pricing of WTI futures, averaging US$91.5/bbl in FY23 

before dropping to US$78.5/bbl in FY24. Saskatchewan expects WTI prices to average US$91.0/bbl in FY23. These assumptions are still 

slightly below the current WTI price average so far in the fiscal year (about US$92/bbl), and even with continued downward pressure in 
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commodity prices, the impact on FY23 deficits should be marginal compared to the 

substantial windfalls forecasted in the oil-producing provinces. 

Provinces maintained sufficient buffer to absorb uncertainty in economic forecasts, 

which leaves plenty of room for upside as the fiscal year closes. Half of the provinces set 

aside sizable contingencies and forecast allowances in their 2022 budgets, and about $11 bn 

were left for FY23 as of mid-year. Since the downside of economic uncertainty should be 

relatively contained, a large fraction of this fiscal buffer could be used to further improve the 

bottom lines in FY23 (chart 6).  

HOWEVER, SURPLUSES ARE (PROBABLY) NOT HERE TO STAY 

A strong handoff from FY23 should put provinces on better fiscal trajectories, but as 

revenue windfalls wind down in FY24, provinces will need to strengthen their effort in 

consolidation. Ontario is forecasting an -$8.1 bn (-0.8% of nominal GDP) deficit for FY24 in 

its fall update, which should see some improvement in the upcoming budget since the third-

quarter update raised FY23 revenue by $9.6 bn versus the fall update, bringing FY24 to a 

better starting point. In its mid-year update, Quebec plans to reduce its post-Generation 

Fund deficit from -$5.3 bn (-0.9% of GDP) in FY23 to -$2.3 bn in FY24 (-0.4%) by keeping 

expenses flat. Alberta projects another sizable yet much narrower surplus of $5.6 bn (1.2% of 

GDP) with its non-renewable resource revenue declining by 32% ($9 bn) in FY24. In its first 

quarterly report released in September 2022, BC expects a return of deficit in FY24 at  

-$3.8 bn (-0.9% of GDP), driven by the drawdown of its revenue windfalls. Tallying up the 

current FY24 deficit projections, provinces’ aggregate surplus is unlikely to sustain.  

Provincial aggregate net debt should continue to moderate as a share of output in 

FY24—mostly due to the sizable surplus projected in Alberta while other provinces could 

face increased debt burdens (chart 7). Ontario and Quebec expect continued growth in net 

debt and remain elevated as a share of their respective nominal GDP in the next two fiscal 

years. BC projects a steady upward trend in net debt in FY24 and FY25, albeit from low 

levels. 

PLENTY OF UNCERTAINTY AHEAD 

The economic assumptions underpinning the deficit and debt outlook of the four largest 

provinces seem reasonably conservative for now, but there are still plenty of downside 

risks to the revenue outlook. Recession is still a material risk in some provinces this year, 

particularly in Quebec, Ontario and BC where real growth has been slowing sharply, which is 

not accounted for in their baseline projections. Quebec provided an alternative recession 

scenario in its mid-year update with its economy contracting by -1% in real terms in 2023, 

which has a fiscal impact of -$1.8 bn in FY24. Ontario’s slower growth scenario pencils in a  

-0.9% real contraction in 2023, adding -$5.8 bn more deficits to the province’s FY24 budget 

balance. The four provinces set aside a combined $9.9 bn in contingencies and forecast 

allowances in FY24 in anticipation of economic uncertainty and additional spending 

pressures.  

With significant downside risks in the revenue outlook, provinces need to show more 

consolidation effort in the upcoming budgets and hold the line on spending. Despite 

subsiding spending pressures from pandemic control and cost-of-living support, provinces 

still plan to keep program expenses elevated and well above pre-pandemic levels in per 

capita terms (chart 8). BC and Quebec have been raising program spending aggressively 

since 2020 and plan to keep it at peak levels in FY24. Alberta brought down program 

spending per capita to levels in line with BC and the national average but slightly eased 

expenditure restraint with some of its newfound windfalls. Ontario has the lowest program 
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spending per capita and will likely face more pressure to increase expenditures to serve its growing population. All provinces will see 

increasing costs next fiscal year in an environment of high price and wage inflation, making it increasingly challenging to hold the line on 

spending. The $46.2 bn new health funding over 10 years recently announced by the federal government should alleviate some spending 

pressure in health care, including an immediate $2 bn top-up and a guaranteed 5% growth top-up payment to the Canada Health Transfer 

(chart 9). 

BORROWING AND DEBT MANAGEMENT 

Provincial borrowing requirements in FY23 were revised significantly lower than anticipated in previous budgets. The four largest 

provinces are projected to borrow a total of $65 bn in FY23—$25 bn lower than anticipated in 2022 budgets. Alberta eliminated both 

capital and fiscal borrowing planned for this fiscal year thanks to abundant surplus cash, and instead dedicated $13.4 bn to pay down debt, 

while planning to pause borrowing again in FY24. Ontario and Quebec both expect higher funding requirements in FY24 with increased 

refinancing needs, currently forecasting $38.4 bn and $32 bn in long-term borrowings, respectively. The actual borrowings could eventually 

be lower considering the size of contingencies and provisions built into the fiscal plans. 

Provinces will spend more to service debt amid elevated interest rates, but only marginally higher as a share of total revenue. Debt 

servicing costs were revised down in FY23 in most provinces as lower-than-anticipated debt burden offset rising interest rates on 

outstanding borrowings. Debt servicing costs are set to increase in FY24 (except for Quebec due to the one-time loss of the Sinking Fund 

recorded in FY23), but only incrementally as a share of revenue and still stand at very low levels historically (chart 10). The provinces 

proactively manage interest rate risks by maintaining relatively long average maturities (chart 11). Ontario also set a new target aiming to 

keep debt maturity to net debt ratio below 10% (which stood at less than 8% as of mid-year).  
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