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Highlights


For fiscal 2017-18, the Third Quarter Report forecasts a summary deficit of $726 million (1.0% of GDP), an improvement of
$114 million from the $840 million budgeted last spring.



For fiscal 2018-19, Budget 2018 projects a $205-million reduction of the summary deficit to $521 million. Of this improvement, $40 million comes from excess of revenue growth over expenditure growth, $50 million from the non-repeat of a
contingency for writedown and $115 million from yet-to-be-identified revenue increases and/or expense reductions, termed
“in year adjustments/lapse.”



The summary deficit is projected to shrink over the four-year planning period to $142 million in 2021/22. While a balanced
budget is not projected in any of those four years, the government remains committed to returning the budget to balance
in its second term, that is by 2024.



As previously telegraphed, Budget 2018 introduces a carbon tax of $25 per tonne of greenhouse gas emissions effective
September 1. The tax will apply to gas, liquid, and solid fuel products intended for combustion. It is projected to generate
$248 million in revenue during its first 12 months.



The budget also announces the largest-ever enhancement of the Basic Personal Amount (BPA) in the 2019 and 2020 taxation
years. In 2019 the BPA will rise to $10,392 from $9,382. In 2020 it will rise to $11,402 from $10,392. This measure is projected
to remove more than 31,000 people from the tax rolls and reduce Manitobans’ income taxes by more than $77 million in
2019 and another $78 million in 2020, for a cumulative reduction of $156 million in full-year revenue.



The budget increases the income threshold for the small-business tax deduction to $500,000 from $450,000 effective January
1, 2019. Canadian-controlled private corporations that qualify for the small-business deduction pay no Manitoba corporation
income tax. This enhancement will save companies up to $6,000 per year. The estimated full-year cost is $7 million.



Effective midnight March 12, the tax rate for fine cut tobacco increases to 45¢ per gram from 28.5¢. The full-year revenue
increase is budgeted at $7 million. The tax rate on cigarettes, cigars and raw leaf tobacco is unchanged.



The special tax deduction that currently allows credit unions and caisses populaires to pay a lower rate of tax on a portion
of their income is to be phased out over five years beginning January 1, 2019. Credit unions will continue to have access to
the small-business deduction. The full-year increase in government revenue is estimated at $15 million upon full
implementation in 2023.



The budget assumes that Manitoba’s real GDP growth, estimated at 2.2% in 2017, will slow this year and next like that of
Canada as a whole. The Manitoba Finance Survey of Economic Forecasts projects growth of 2.0% in 2018 and 1.6% in 2019.
Nominal GDP is projected to increase 3.8% in 2018 and 3.5% in 2019. Employment growth, 1.7% in 2017, is forecast to slow
to 0.8% in 2018 and 0.5% in 2019.



Summary net debt is estimated at 34.0% of GDP at the end of the current fiscal year. This ratio is projected to grow to 34.3%
in the coming fiscal year. Borrowing requirements for fiscal 2018-19 are pegged at $6.4 billion, of which $4.2 billion for
Manitoba Hydro.
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The Third Quarter Report for 2017-18
The summary deficit for the year ending March 31 is now
estimated at $726 million (1.0% of GDP), an improvement of
$114 million from the $840 million projected in Budget 2017.
The improvement comes despite a $254-million shortfall in
income tax revenue attributable to changes in federal income
taxes announced in 2015. Stronger-than-expected revenue
from corporate and retail sales taxes and from fees, other
own-source revenue, federal transfers, net income of Government Business Enterprises, sinking funds and other earnings
have offset this storm. At the end of the day, summary total
revenue is assumed to be up $27 million from last year’s
budget, though Core Government revenue is $71 million
below budget.
Expenditures are estimated at $252 million below budget,
thanks mainly to a strong crop year now expected to result in
less payout than anticipated. The forecast in the Third
Quarter Report includes a $50-million contingency for writedown, not incorporated in last year’s budget, of assets whose
book value is expected to exceed actual value. Taking into
account the $115 million “in-year adjustment/lapse” incorporated in the budget, we arrive at a $114-million improvement
over budget in the estimated summary deficit.
The improvement in the Core Government deficit is marginal
— from $779 million to $775 million. This is because Core
Government revenue is forecast to be down $71 million from
budget, since the aforementioned decline in income taxes has
not been fully offset by revenue from other sources. Core
Government expenditure is forecast to come in $160 million
under budget, primarily in health care including lower costs
due to previously announced delays. Add to these numbers
the aforementioned $50-million contingency for writedown
and a $35-million in-year adjustment/lapse, and the Core
Government deficit is forecast to edge down $4 million.

Budget 2018: The path forward
In 2018-19, revenue is budgeted to grow $659 million (+4.1%)
over the 2017-18 forecast and expenditure $619 million
(+3.7%). The fiscal framework embeds $115 million in revenue
increases and/or expenditure decreases yet to be identified.
With that item (called “in-year adjustments/lapse”) included
and assuming the $50-million contingency for writedown will
not be repeated, the summary deficit for the coming fiscal
year is budgeted at $521 million (0.7% of GDP), a $205-million
improvement over the forecast for fiscal 2017-18.
That deficit is $177 million less than was forecast in last
year’s budget (which did not take into account the one-time
contingency for writedown).
The forecast deficit for the following year, 2019-20, is
reduced by $133 million from the budgeted deficit for the

coming year, to $388 million, or $161 million less than was
projected last year.
The deficit is projected to fall gradually to $142 million in
2021-22, the last year of the forecast period. Over that
period, $115 million in yet-to-be-identified revenue increases
and/or expense decreases are projected for each year. In the
four years 2018-19 through 2021-22, revenue is projected to
grow an average 2.2% annually and expenditure an average
1.5% annually. While a balanced budget is not projected in
any of those four years, the government remains committed
to returning the budget to balance in its second term, that is
by 2024.

Tax measures
As previously telegraphed, today’s budget introduces a carbon
tax of $25 per tonne of greenhouse gas emissions effective
September 1. This tax will apply to gas, liquid, and solid fuel
products intended for combustion. It is projected to generate
$248 million in revenue during its first 12 months.
The budget announces the largest-ever enhancement of the
Basic Personal Amount (BPA) in the 2019 and 2020 taxation
years. In 2019 the BPA will rise to $10,392 from $9,382, a
$1010 increase that will translate into a $109 tax saving for
an individual. In 2020 it will rise the same amount to $11,402.
This measure is projected to remove more than 31,000 people
from the tax rolls and reduce Manitobans’ income taxes by
more than $77 million in 2019 and another $78 million in 2020,
for a cumulative reduction of $156 million in full-year
revenue.
The budget increases the taxable-income threshold for the
small-business tax deduction to $500,000 from $450,000 next
January 1. Canadian-controlled private corporations that
qualify for the small-business deduction pay no Manitoba
corporation income tax. This enhancement will save companies up to $6,000 per year in taxes. The estimated full-year
cost is $7 million.
The special tax deduction that currently allows credit unions
and caisses populaires to pay a lower rate of tax on a portion
of their income is to be phased out over five years beginning
next January 1. Credit unions will continue to have access to
the small-business deduction. The full-year increase in
government revenue is estimated at $15 million upon full
implementation in 2023.
Effective midnight March 12, the tax rate for fine cut tobacco
increases to 45¢ per gram from 28.5¢. The full-year revenue
increase is budgeted at $7 million. The tax rate on cigarettes,
cigars and raw leaf tobacco is unchanged.
These measures and others of smaller effect are projected to
increase government revenue by a net $105 million once fully
implemented.
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Fiscal responsibility
Over the 13 years before 2016-17, core expenditure budgets
were continuously overspent. If the forecast for the fiscal
year about to end is on the mark, it will be the second year
in a row of below-budget spending. The province’s credit
rating was downgraded three times in three years; demonstrating fiscal responsibility is a way to arrest that trend.
Manitoba’s Fiscal Responsibility and Taxpayer Protection Act
requires governments to show progress toward a balanced
summary budget. The government is promising amendments
to strengthen the Act by holding governments accountable for
steady reduction from a “Base Line Deficit” defined as
summary deficit less net income from Manitoba Hydro and the
Fiscal Stabilization Fund transfer. An improvement of
$100 million per year will be required every year in order for
ministers to receive all their pay. The amendments to the Act
are intended to create greater incentives for the difficult work
of restoring finances and remove disincentives to early
progress or achievement beyond $100 million per year. Measuring progress from the 2017/18 budget, the Act will also
allow for reinstatement of ministerial salaries withheld once
a surplus is achieved.

Economic assumptions
By our measurement, Manitoba’s economy is the most diversified of any province. For that reason its economy used to
grow at a fairly stable rate. Manitoba has attracted a record
number of skilled workers, entrepreneurs and their families,
mostly because of an immigration policy centred on the

Manitoba Provincial Nominee Program (MPNP). Its population
has accordingly grown the fastest of any province’s over the
last three years. Recent enhancements to the MPNP will make
it easier for international students with a Manitoba education
to settle and build careers in the province.
The budget assumes that Manitoba’s real GDP growth, estimated at 2.2% in 2017, will slow this year and next like that
of Canada as a whole. The Manitoba Finance Survey of Economic Forecasts projects growth of 2.0% in 2018 and 1.6% in
2019. Nominal GDP is projected to increase 3.8% in 2018 and
3.5% in 2019. Employment growth, 1.7% in 2017, is forecast
to slow to 0.8% in 2018 and 0.5% in 2019. Those are cautious
assumptions, but there are many risks in the outlook. A NAFTA
outcome significantly affecting trade, rising interest rates
and major U.S. tax changes could materially affect the
mobility of capital and labour.

Debt and borrowing
Summary net debt is estimated at 34.0% of GDP at the end of
the current fiscal year. This ratio is projected to grow to
34.3% in the coming fiscal year. Attention has been drawn to
the estimate that debt service cost will top $1 billion next
year. However, the resulting 6.2% bite out of summary
revenue is far from the worst among the provinces.
Borrowing requirements for fiscal 2018-19 are pegged at
$6.4 billion, of which $4.2 billion for Manitoba Hydro.

Marc Pinsonneault
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M anitoba
$000,000

Budget Forecast Budget
2017/18 2017/18 2018/19

SUMMARY BUDGET
Revenue
Income taxes
Other taxes
Fees and other revenues
Federal transfers
Net income (loss), government business entreprises
Sinking funds and other earnings
Expenditure
Health
Education
Family services
Community, economic and resource development
Justice and other program expenses
Debt servicing
Contingency for Writedown
In-Year Adjustments/Lapse
Summary net income
Debt servicing as a % of revenues
Summary net income as a % of GDP

16,101
4,194
4,497
2,307
4,163
705
235
17,056
6,681
4,410
2,131
1,473
1,370
991
(115)
(840)
6.2%
-1.2%

16,128
3,940
4,620
2,363
4,195
758
252
16,804
6,633
4,405
2,128
1,275
1,399
964
50
(726)
6.0%
-1.0%

16,787
4,041
4,800
2,333
4,496
842
275
17,423
6,751
4,453
2,144
1,441
1,600
1,034
(115)
(521)
6.2%
-0.7%

CORE GOVERNMENT
Revenue
Expenditure
Contingency for Writedown
Year-end Adjustments/Lapse
Transfer from Fiscal Stabilization Account
Core governemnt net income

13,016
13,820
(35)
(10)
(779)

12,945
13,660
50
(10)
(775)

13,546
14,170
(35)
(50)
(639)

45,464
2,766
(19,267)
874
5,065
24,772
35.7%

44,986
2,745
(19,249)
763
5,293
23,952
34.0%

48,480
2,924
(21,855)
739
5,225
25,063
34.3%

SUMMARY NET DEBT
Provincial Borrowings, guarantees & obligations
Net pension liability
Debt repayable by the Manitoba Hydro-Electric Board
Other debt
Less: Net financial assets
=Summary net debt
Summary net debt as a % of GDP
BORROWING REQUIREMENTS ($ million)
Refinancing
New cash requirements
Less Repayments
Total borrowing requitrements
As of Manitoba Hydro

Source: Province of Manitoba, Budget and Supplementary Financial Information.

2,285
4,794
661
6,418
4,188

2019/20

Projection
2020/21

2021/22

17,095

17,243

17,593

17,598

17,638

17,850

(115)
(388)

(115)
(280)

(115)
(142)

-0.5%

13,898
14,306
(35)
(50)
(423)

13,989
14,306
(35)
(50)
(332)

14,302
14,478
(35)
(50)
(191)
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General
This Report was prepared by National Bank Financial, Inc. (NBF), (a Canadian investment dealer, member of IIROC), an indirect wholly owned subsidiary of National Bank of Canada.
National Bank of Canada is a public company listed on the Toronto Stock Exchange.
The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete and may be subject to change without
notice. The information is current as of the date of this document. Neither the author nor NBF assumes any obligation to update the information or advise on further developments relating
to the topics or securities discussed. The opinions expressed are based upon the author(s) analysis and interpretation of these particulars and are not to be construed as a solicitation or
offer to buy or sell the securities mentioned herein, and nothing in this Report constitutes a representation that any investment strategy or recommendation contained herein is suitable or
appropriate to a recipient’s individual circumstances. In all cases, investors should conduct their own investigation and analysis of such information before taking or omitting to take any
action in relation to securities or markets that are analyzed in this Report. The Report alone is not intended to form the basis for an investment decision, or to replace any due diligence or
analytical work required by you in making an investment decision.
This Report is for distribution only under such circumstances as may be permitted by applicable law. This Report is not directed at you if NBF or any affiliate distributing this Report is
prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it that NBF is permitted to provide this
Report to you under relevant legislation and regulations.
National Bank of Canada Financial Markets is a trade name used by National Bank Financial and National Bank of Canada Financial Inc.
National Bank Financial Inc. or an affiliate thereof, owns or controls an equity interest in TMX Group Limited (“TMX Group”) and has a nominee director serving on the TMX
Group’s board of directors. As such, each such investment dealer may be considered to have an economic interest in the listing of securities on any exchange owned or
operated by TMX Group, including the Toronto Stock Exchange, the TSX Venture Exchange and the Alpha Exchange. No person or company is required to obtain products or
services from TMX Group or its affiliates as a condition of any such dealer supplying or continuing to supply a product or service.
Canadian Residents
NBF or its affiliates may engage in any trading strategies described herein for their own account or on a discretionary basis on behalf of certain clients and as market conditions change, may
amend or change investment strategy including full and complete divestment. The trading interests of NBF and its affiliates may also be contrary to any opinions expressed in this Report.
NBF or its affiliates often act as financial advisor, agent or underwriter for certain issuers mentioned herein and may receive remuneration for its services. As well NBF and its affiliates
and/or their officers, directors, representatives, associates, may have a position in the securities mentioned herein and may make purchases and/or sales of these securities from time to
time in the open market or otherwise. NBF and its affiliates may make a market in securities mentioned in this Report. This Report may not be independent of the proprietary interests of
NBF and its affiliates.
This Report is not considered a research product under Canadian law and regulation, and consequently is not governed by Canadian rules applicable to the publication and distribution of
research Reports, including relevant restrictions or disclosures required to be included in research Reports.
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UK Residents
This Report is a marketing document. This Report has not been prepared in accordance with EU legal requirements designed to promote the independence of investment research and it
is not subject to any prohibition on dealing ahead of the dissemination of investment research. In respect of the distribution of this Report to UK residents, NBF has approved the contents
(including, where necessary, for the purposes of Section 21(1) of the Financial Services and Markets Act 2000). This Report is for information purposes only and does not constitute a
personal recommendation, or investment, legal or tax advice. NBF and/or its parent and/or any companies within or affiliates of the National Bank of Canada group and/or any of their
directors, officers and employees may have or may have had interests or long or short positions in, and may at any time make purchases and/or sales as principal or agent, or may act or
may have acted as market maker in the relevant investments or related investments discussed in this Report, or may act or have acted as investment and/or commercial banker with respect
hereto. The value of investments, and the income derived from them, can go down as well as up and you may not get back the amount invested. Past performance is not a guide to future
performance. If an investment is denominated in a foreign currency, rates of exchange may have an adverse effect on the value of the investment. Investments which are illiquid may be
difficult to sell or realise; it may also be difficult to obtain reliable information about their value or the extent of the risks to which they are exposed. Certain transactions, including those
involving futures, swaps, and other derivatives, give rise to substantial risk and are not suitable for all investors. The investments contained in this Report are not available to retail customers
and this Report is not for distribution to retail clients (within the meaning of the rules of the Financial Conduct Authority). Persons who are retail clients should not act or rely upon the
information in this Report. This Report does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for the securities described herein
nor shall it or any part of it form the basis of or be relied on in connection with any contract or commitment whatsoever.
This information is only for distribution to Eligible Counterparties and Professional Clients in the United Kingdom within the meaning of the rules of the Financial Conduct Authority. NBF is
authorised and regulated by the Financial Conduct Authority and has its registered office at 71 Fenchurch Street, London, EC3M 4HD.
NBF is not authorised by the Prudential Regulation Authority and the Financial Conduct Authority to accept deposits in the United Kingdom.
U.S. Residents
National Bank of Canada Financial Inc. (NBCFI), a broker-dealer registered with the U.S. Securities and Exchange Commission and a member of the Financial Industry Regulatory Authority
(FINRA), and a member of the Securities Investor Protection Corporation (SIPC), is distributing this Report in the United States. NBCFI operates pursuant to a 15 a-6 Agreement with its
Canadian affiliate, NBF Inc.
This Report has been prepared in whole or in part by personnel employed by non-US affiliates of NBCFI that are not registered as broker/dealers in the US. These non-US personnel are
not registered as associated persons of NBCFI and are not licensed or qualified as research analysts with FINRA or any other US regulatory authority and, accordingly, may not be subject
(among other things) to FINRA restrictions regarding communications by a research analyst with the subject company, public appearances by research analysts and trading securities held
in a research analyst account.
The author(s) who prepared these Reports certify that this Report accurately reflects his or her personal opinions and views about the subject company or companies and its or their securities,
and that no part of his/her compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this Report as to the securities or companies.
NBF compensates the authors of this Report from a variety of sources, and such compensation is funded by the business activities of NBF including, Institutional Equity and Fixed Income
Sales and Trading, Retail Sales, the correspondent clearing business and Corporate and Investment Banking.
Because the views of its personnel may differ, members of the National Bank Financial Group may have or may in the future issue Reports that are inconsistent with this Report, or that
reach conclusions different from those in this Report. To make further inquiry related to this Report, United States residents should contact their NBCFI registered representative.
This document is intended for institutional investors and is not subject to all of the independence and disclosure standards under FINRA rules applicable to debt research
Reports prepared for retail investors. This Report may not be independent of the proprietary interests of NBF, NBCFI, or their affiliates. NBF, NBCFI, or their affiliates may
trade the securities covered in this Report for their own account and on a discretionary basis on behalf of certain clients. Such trading interests may be contrary to the
recommendation(s) offered in this Report.
HK Residents
With respect to the distribution of this report in Hong Kong by NBC Financial Markets Asia Limited (“NBCFMA”)which is licensed by the Securities and Futures Commission (“SFC”) to
conduct Type 1 (dealing in securities) and Type 3 (leveraged foreign exchange trading) regulated activities, the contents of this report are solely for informational purposes. It has not been
approved by, reviewed by, verified by or filed with any regulator in Hong Kong. Nothing herein is a recommendation, advice, offer or solicitation to buy or sell a product or service, nor an
official confirmation of any transaction. None of the products issuers, NBCFMA or its affiliates or other persons or entities named herein are obliged to notify you of changes to any information
and none of the foregoing assume any loss suffered by you in reliance of such information.
The content of this report may contain information about investment products which are not authorized by SFC for offering to the public in Hong Kong and such information will only be
available to, those persons who are Professional Investors (as defined in the Securities and Futures Ordinance of Hong Kong (“SFO”)). If you are in any doubt as to your status you should
consult a financial adviser or contact us. This material is not meant to be marketing materials and is not intended for public distribution. Please note that neither this material nor the product
referred to is authorized for sale by SFC. Please refer to product prospectus for full details.
There may be conflicts of interest relating to NBCFMA or its affiliates’ businesses. These activities and interests include potential multiple advisory, transactional and financial and other
interests in securities and instruments that may be purchased or sold by NBCFMA or its affiliates, or in other investment vehicles which are managed by NBCFMA or its affiliates that may
purchase or sell such securities and instruments.
No other entity within the National Bank of Canada group, including National Bank of Canada and National Bank Financial Inc, is licensed or registered with the SFC. Accordingly, such
entities and their employees are not permitted and do not intend to: (i) carry on a business in any regulated activity in Hong Kong; (ii) hold themselves out as carrying on a business in any
regulated activity in Hong Kong; or (iii) actively market their services to the Hong Kong public.
Copyright
This Report may not be reproduced in whole or in part, or further distributed or published or referred to in any manner whatsoever, nor may the information, opinions or conclusions contained
in it be referred to without in each case the prior express written consent of NBF.

