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Fiscal inference (what Alberta & BC budgets tell us about broader provincial sector) 
By Warren Lovely & Ethan Currie 

Not all provinces are created equal, in terms of economic make-up, exposures, demographics, fiscal performance, debt, etc. Still, many of the 
high-level themes emanating from the first two budgets of the 2023 season—from Alberta and British Columbia—are likely to be replayed (time 
and again). For reference, we’ve identified a host of stylized budget facts, show what each means in Alberta and British Columbia, and highlight 
the extent to which a narrative might apply elsewhere. Think of this as a budgetary crib sheet as we wait for the next fiscal blueprint to drop. 

Stylized fact or narrative BC experience/outlook Alberta experience/outlook Applicability to others 
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Two years of extraordinary growth… Real GDP growth (‘21,‘22): 6.1%, 2.8% Real GDP growth (‘21,‘22): 4.8%, 4.8% Notwithstanding underlying economic 
differences, expect the broad ‘economic 

narrative’ presented at left to play out in most 
other provinces. Nationally, real growth is near 

stall speed, while nominal GDP growth is 
coming down sharply. (Alberta likely won’t be 

the only province where nominal GDP recedes 
in 2023, as lower commodity prices dent the 
terms of trade in resource-intensive regions.) 
The good news? Labour markets have proven 
exceptionally resilient, with hearty population 

gains (an immigration story) limiting the extent 
of the correction in housing. Best of all, inflation 

will come down (perhaps even faster than 
some think) allowing the BoC to breathe easier. 

… giving way to 2023 slowdown Real GDP growth (‘23,‘24): 0.4%, 1.5% 
Real growth near stall in ‘23 

Real GDP growth (‘23,‘24): 2.8%, 3.0% 
Slowdown in real growth less profound 

Nominal GDP sees bigger come down 2.8% nominal growth in ‘23 
after annual avg of 12½% in prior 2 yrs 

-2.2% nominal growth in ‘23 (contraction) 
after annual avg of ~25% growth in prior 2 yrs 

Corporate profitability hurt Net operating surplus -14.5% in ‘23 Net operating surplus -13.9% in ‘23 

Housing markets correcting Starts down 22% over 3 yrs (‘21 to ‘24) 
Resales down 44% over 2 yrs (‘21 to ‘23) 

Starts up in both ‘22 & ‘23 
Renovation spending & resales ‘muted’ 

Labour markets surprisingly resilient 
3.2% emp growth & 4.6% u-rate in ’22; 

Hiring to slow in ‘23, u-rate avg 5.7% before 
reverting to downward trend (5.1% by ‘27) 

5.2% emp growth & 5.8% u-rate in ‘22 
Still solid hiring in ‘23, u-rate avg 6.4% before 

reverting to downward trend (5.7% by ‘26) 

Population growth/migration strong Population growth (‘22,‘23): 2.2%, 2.4% 
Net migration (‘22,‘23): 150K, 109K 

Population growth (‘22,‘23): 2.2%, 2.9% 
Net migration (‘22,‘23): 82K, 112K 

Inflation will be reined in CPI (‘22,‘23,‘24): 6.9%, 3.9%, 2.5% CPI (‘22,‘23,‘24): 6.4%, 3.3%, 2.2% 

Fi
sc

al
: 2

02
2-

23
 (l

at
es

t e
st

) 

2022-23 blew away budget plan… Net budget beat of $9.1B in ‘22/23: 
$3.6B surplus (est) vs $5.5B deficit (‘22 plan) 

Net budget beat of $9.9B in ‘22/23: 
$10.4B surplus (est) vs $0.5B surplus (‘22 plan) 

It’s hard to overstate how much fiscal progress 
the provinces have secured in the past two 

fiscal years. Consider: One year ago, via 2022 
budgets, the provinces telegraphed an 

aggregate deficit of $33B for 2022-23. Based 
on the latest info in hand (including the freshest 

estimates from Alta/BC) the combined 
provincial budget balance has morphed into a 

$4B surplus. (More tweaks will come and public 
accounts are still a ways off.) Remember, that’s 
on top of the $85B net enhancement to 2021-

22. This is historical fiscal repair where the 
majority of ‘windfall’ revenue has been 

allocated to the bottom line. Give ‘em credit…  

… 2nd year of major outperformance Net budget beat of $11.0B in ‘21/22: 
$1.3B surplus (act) vs $9.7B deficit (‘21 plan) 

Net budget beat of $22.2B in ‘21/22: 
$3.9B surplus (act) vs $18.2B deficit (‘21 plan) 

Bonus revenue was largely ‘saved’ Budgetary improvement equivalent to 64% 
of ‘22/23 surprise/unplanned revenue 

Budgetary improvement equivalent to 74% 
of ‘22/23 surprise/unplanned revenue 

Debt burden notably lighter than plan Tax-supported debt ratio ends ‘22/23 at 16.4% 
vs 20.0% plan 

Net debt ratio ends ‘22/23 at 10.2% 
vs 16.7% plan 

Extra cash reduced borrowing New borrowing of $8.7B in ‘22/23 (of which 
$4.4B bonds) vs $19.0B plan 

New LT debt of $2.4B only a bit below plan but 
more financial assets accumulated 

Fiscal traction supported ratings 
No change to LT ratings since Budget ‘22: 

S&P: AA+  |  Moody’s: Aaa 
DBRS: AA (High)  |  Fitch: AA+ 

2 U/G & 1 ‘positive’ outlook since Budget ‘22: 
S&P: A+ (from A)  |  Moody’s: Aa2 (from Aa3) 

DBRS: AA (Low), +ve outlook  |  Fitch: AA- 
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Slowdown will crimp 2023-24 revenue Total revenue down $5.0B or -6.1% Total revenue down $5.4B or -7.1% … because things get tougher (less ebullient) 
in 2023-24. Consistent with a downshift in 

nominal GDP growth, own-source revenue will 
be pressured, in many cases tipping negative 

after a couple of heady years. Spending 
pressures are apparent, citizens clamouring for 

affordability protection (which might be 
counterproductive from the BoC’s vantage 
point). Health care needs are ever-present, 

although the feds are thankfully stepping up. 
Labour negotiations bear watching as unions 

press for cost-of-living adjustments. The result, 
as demonstrated out West, is budgetary 

deterioration on a year-over-year basis and vs. 
more recent guidance. Thus, the broader 

provincial sector is due to slip back into the red, 
stalling (or even temporarily reversing) what 
had been rapid progress on debt burdens. It 

implies a larger underlying borrowing 
requirement. Give Ontario (for one) credit for 
getting a jump start on 2023-24 issuance via 

material pre-funding. In all, it’s not the cheeriest 
environment, nor one particularly conducive to 
credit ratings uplift. And oh yeah, there’s the 

BoC’s liquidity draining QT programme 
operating/stepping up in the background. 

Key commodity prices will be lower 

FY assumptions (‘22/23 to ‘23/24): 
Lumber/stumpage (C$/m3): 36.2 to 18.1 

Natural gas (C$/GJ): 3.81 to 3.04 
Coal (US$/tonne): 318 to 252 

FY assumptions (‘22/23 to ‘23/24): 
WTI (US$/bbl): 90.5 to 79.0 

Light-heavy oil diff (US$/bbl): 20.0 to 19.5 
Natural gas (C$/GJ): 5.10 to 4.10 

Revenue can be quite ‘sensitive’ 
Nom GDP: 1%-pt = $200-300M 

Lumber: US$50/K bd ft = $100-150M 
Natural gas: C$0.25/GJ = $130-150M 

WTI: US$1/bbl = $630M 
Light-heavy oil diff: US$1/bbl = $600M 

Natural gas: C$0.10/GJ = $15M 
Spending will rise, incl. ‘affordability’ Total expense up $2.1B or 2.7% Total expense up $2.6B or 4.0% 

Weaker budget balance vs. prior FY… Swing from $3.6B surplus to $4.2B deficit Surplus shrinks from $10.4B to $2.4B 
… and vs. most recent guidance Net erosion of $4.3B over 3 yrs to ‘24/25 Net erosion of $8.4B over 3 yrs to ‘24/25 

Non-trivial prudence built in 
Forecast allowance of $700M 

Various contingencies of $5.5B 
Sub-consensus growth forecast (-0.1%-pt) 

Contingency (incl disaster/emerg) of $1.5B 
Some key fcsts more cautious than consensus, 

incl WTI, C$, int rate, nom GDP, u-rate 

Progress on debt burden will slow Tax-supported debt ratio to 18.9% in ‘23/24, 
rising further to 23.0% by ‘25/26 

Net debt ratio unch’d at 10.2% in ‘23/24 before 
resuming downward trend (9.1% by ‘24/25) 

Underlying borrowing costs are up… 3M GoC T-bill (‘22,‘23): 2.30%, 4.16% 
10Y GoC bond (‘22,‘23): 2.77%, 3.01% 

3M GoC T-bill (‘22/23,‘23/24): 3.2%, 4.2% 
10Y GoC bond (‘22/23,‘23/24): 3.1%, 3.6% 

… but debt burden remains affordable Tax-supported ‘interest bite’ 2.9% of revenue Tax-supported ‘interest bite’ 3.0% of revenue 

Gross borrowing needs are rising New borrowing fcst at $18.2B in ‘23/24 
(incl prudence, not necessarily all bonds) 

New LT borrowing fcst at $6.6B in ‘23/24 
(~80% of total borrowing tax-supported) 

Refinancing needs pop in 2025-26 Refinancing requirement (‘23/24 to ‘25/26): 
$3.6B, $4.0B, $6.2B 

LT maturities (‘23/24 to ‘25/26): 
$7.5B, $6.0B, $13.2B 
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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.  

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 70 St. Mary Axe, London, EC3A 8BE.  

NBF is not authorised by the Prudential Regulation Authority and the Financial Conduct Authority to accept deposits in the United Kingdom. 

US Residents 

With respect to the distribution of this report in the United States of America, National Bank of Canada Financial Inc. (“NBCFI”) which is regulated by the Financial 
Industry Regulatory Authority (FINRA) and a member of the Securities Investor Protection Corporation (SIPC), an affiliate of NBF, accepts responsibility for its 
contents, subject to any terms set out above. To make further inquiry related to this report, or to effect any transaction, United States residents should contact 
their NBCFI registered representative.  

This report is not a research report and is intended for Major US Institutional Investors only.   

This report is not subject to US independence and disclosure standards applicable to research reports. 

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. 
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