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Did Alberta’s budget deficit just vanish?

By Warren Lovely

Less than two weeks ago, Alberta presented its 2026 budget. In the lead
up to its release, the premier had warned of a “tough” budget complete
with “significant” deficits. Sure enough, the budget plan showed Alberta
on a weaker fiscal path than prior guidance. Or did it?

Take the 2026-27 fiscal year, which is set to kick off April 15t. Budget 2026
formally projected a deficit of $9.4 billion, much wider than the $2.4 billion
shortfall eyed one year earlier. Contributing to this larger deficit was
anticipated weakness in non-renewable resource (NRR) receipts—
comprised mostly of oil royalties and the single biggest source of
budgetary volatility for this energy dependent province. But hang on...

The ink on Alberta’s budget had barely dried when a fresh conflagration
ignited in the Middle East. Fears of disrupted/destroyed energy
shipments/production quickly sent crude oil prices sharply higher, with
near-term contracts re-priced violently. Setting aside broader implications

Chart 1: Alberta budget balance placed on weaker path?
Alberta budget balance outlook: Budget 2026 vs. Budget 2025
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Source: NBC, Alta | Note: Balance including contingencies (where applicable)

for the global economy (including consumer price inflation), the oil price
pop (if sustained) would see extra royalty dollars bubble up in Alberta...
likely in the billions. Enough to eliminate most (all?) of the 2026-27 deficit?
Time will tell. Ultimately, the scale of the revenue boost will be influenced
by the size, sustainability and sensitivity of the oil price shock (among
other things). It's a multivariate equation, the solution to which may not
engender maximum conviction. Still, it's worth exploring some scenarios.
Note: We deliberately held off publishing this analysis, allowing markets to digest
the initial reports out of the Middle East. Clearly, the geopolitical (and military)
situation remains fluid. This preliminary assessment, generated on 6-Mar-26
(08:00ET), gives a sense of potential multi-year budgetary impacts for Alberta—at
this point the one oil-leveraged province with a fresh budget to test. Given scope
for further price adjustments and the significance of related sensitivities, budgetary,
borrowing and credit implications can/will shift. Thus, interpret our findings with
caution. An up-to-minute fiscal assessment is available for interested parties.

Chart 2: Resource revenue one part of larger deficit story
Change in Alberta aggregate budget balance for 2025-26 to 2027-28
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Source: NBC, Alta | Note: Net change in 3 FY aggregate balance from Bud25 to Bud26

You could sense this was going to be a challenging budget season and the three provincial blueprints out so far have spilled incremental red ink. In Alberta’s case, a $9.4bIn deficit was projected for
2026-27. At the margin, Alberta’s weaker fiscal path (vs. the prior plan) captured, in part, expected softness in non-renewable resource revenue (though extra operational spending is another factor).

Chart 3: Resource revenue expectations from Budget 2026
Alberta non-renewable resource revenue, including Budget 2026 plan
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Source: NBC, Alberta

Chart 4: Oil royalties ~90% of expected resource revenue
Share of Alberta non-renewable resource revenue for 2026-27 to 2028-29
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Alberta’s budget projected $13.2bln in non-renewable resource revenue for 2026-27, a step down from recent years. NRR receipts were seen accounting for ~20% of total revenue in the fresh three-
year plan, more significant to the province than anticipated federal transfers. Since NRR revenues consist mainly of oil royalties, crude pricing dynamics are vital to watch. Which brings us to...
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Chart 5: Middle East conflict sends crude soaring Chart 6: Putting new (higher) crude pricing in context
Crude oil price (WTI) Distribution of daily WCS (C$) pricing: 1- & 5-year samples
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Source: NBC, BBG | Note: Active contract; daily through 6-Mar-26 (08:00ET) Source: NBC, BBG | Note: Crosshatching contains mean; arrow denotes chg since budget

The unfolding conflict in the Middle East has sent crude oil prices sharply higher. The situation is fluid, but as of March 6t (08:00ET) the prompt WTI contract traded around US$86/bbl. Canada’s
heavy oil benchmark (WCS) price has likewise moved quickly. Expressed in loonies, WCS (spot) has jumped up from ~C$70/bbl on Alberta’s budget day (February 26t) to almost C$90/bbl currently.

Chart 7: How long premium lasts remains open question Chart 8: ‘High’ crude oil price scenario in near-term at least
Crude oil futures contract pricing: As of 6-Mar-26 (08:00ET) Crude oil price (WTI): Alberta budget vs. implied average of futures contracts
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Notwithstanding a dramatic re-pricing of near-term contracts, the futures strip implies oil prices could cede ground over time. As we write this, the implied average for WTI during 2026-27 (i.e., Apr-
26 to Mar-27) is roughly US$74/bbl, very much qualifying as a ‘high’ price scenario relative to Alberta’s budget planning assumption (US$60.5/bbl). WTI futures hover closer to US$65/bbl further out.

Chart 9: Official scenarios provide some guidance Chart 10: Sensitivity to oil prices has grown over time
Alberta tax & resource revenue impacts from oil price scenarios: Budget 2026 Evolution in Alberta sensitivities to oil prices & exchange rate
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What do recent oil price developments mean for Alberta’s finances? Helpfully, the province’s budget defines oil price scenarios, with the ‘high’ price scenario (increasingly relevant/likely) flagging
$6bln in extra tax and resource revenue for 2026-27. Additionally, specific sensitivities for WTI, the light-heavy differential, the loonie, interest rates, natural gas, etc. provide scope to stress-test parts
of Albera’s budget. Warning: The application (and stacking) of individual sensitivities is an imperfect science, with potential impacts for custom oil price scenarios provided for illustrative purposes.
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Chart 11: lllustration A, extending current prices into future Chart 12: lllustration B, factoring in backwardation in futures

Estimated impact on Alberta royalties, assuming current pricing persists Estimated impact on Alberta royalties, applying FY averages from futures strip
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Source: NBC, Alta, BBG | Note: lllustration only; extends 6-Mar-26 (08:00ET) levels indefinitely Source: NBC, Alta, BBG | Note: lllustration only; averages 6-Mar-26 (08:00ET) futures strip

By way of illustration, assume that current levels (i.e., US$86/bbl WTI) persisted indefinitely. While a bit of a leap, that would trigger a resource revenue bonanza for Alberta, where marginal royalties
would easily erase the deficit. A more nuanced illustration, using implied fiscal year averages (based on the prevailing futures strip), would still be a clear plus for 2026-27. Note: Since Alberta’s WTI
planning assumptions for the 2027-28 and 2028-29 fiscal years reside above corresponding futures pricing, sensitivity analysis hints at potential royalty downside in later years (ceteris paribus).

Table: Choose your own (oil price) adventure for Alberta in 2026-27
Alberta fiscal sensitivity matrix: 2026-27 royalty impact (C$min) for FY average WTI price & light-heavy differential | Note: As at 6-Mar-26 (08:00ET); prevailing C$ level
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Source: NBC, Alta | Note: lllustration only as of 6-Mar-26 (08:00ET); potential royalty impacts only for 2026-27; FY averages for WTl/differential compared to budget planning assumptions, with
differences multiplied by relevant fiscal sensitivity; indicative impacts based on prevailing level for C$, with changes in FX adding another dimension to fiscal analysis

The above table hints at the potential change in Alberta’s 2026-27 oil royalties relative to budget for a given average for WTI and the light-heavy differential. Most of the recent movement (on the
Middle East conflict) has been left to right (i.e., higher assumed WTI), though the differential remains a key consideration. Exchange rate and interest rate impacts are likewise important to monitor.

Chart 13: Extra oil royalties would ease cash requirement Chart 14: Higher oil prices a plus for Alberta bond basis
Alberta gross borrowing requirement, including Budget 2026 plan WTI price vs. Alberta 30-year basis to Ontario
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Again, we can’t overemphasize the fluid and imprecise nature of fiscal sensitivity analysis. And while we can debate the scale of the budgetary upside Alberta may enjoy, it should follow that any
prospective improvement in the budget balance could lessen cash requirements and associated borrowing needs. Notwithstanding the preliminary nature of our analysis, a prospective reduction in
the deficit and bond supply would be fundamentally and technically supportive of Alberta’s basis to key provincial peers, with current valuations (Ontario +5bps in 30s) flagging ‘cheap’ to us.
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