
 

 
Economics and Strategy Website  1 

Market View 
Economics and Strategy 

 

 October 22, 2026 – (Vol. X, No. 113)

Alberta: Big diff! 
By Warren Lovely & Ethan Currie, with perspective provided by NBC Commodities Strategy

For a resource-rich nation like Canada, the economic and fiscal impacts 

of elevated commodity prices are legitimately striking. All else equal, 

stronger oil prices bolster nominal growth and throw off bonus 

government revenue. But a non-trivial weakening in the heavy-light oil 

price differential (‘diff’ for short) has generated questions. What’s behind 

the deeper discount on heavies, how long might it persist, and just how 

much does this dent the revenue fortunes of oil-intensive jurisdictions like 

Alberta? We aim to offer some perspective on these very good questions. 

On causation, our colleagues in NBC Commodities Strategy point to a 

host of global/macro factors plus a few localized impacts. Venezuela 

production (much of it recently destined for the U.S. Gulf Coast) has been 

recovering. So too has Mideast output and related exports to Asia. 

Russian exports of heavy crude have likewise increased, as refining 

capability remains challenged. Freight costs remain elevated. Canadian 

oil sands production is also on the up and growing. Add in limited storage 

availability in Alberta, downstream pipeline outages and concerns on 

egress constraints, and wide(r) diffs result. There may not be much near-

term relief, but futures pricing would see the diff gradually easing in 2027. 

But all is not lost. Critically, we’re discounting Canadian heavy blends (like 

Western Canada Select) from genuinely lofty levels for WTI. FX 

translation effects are also important, with today’s 1.40 level for CAD 

meaning the proceeds from the sale of a barrel come back in more 

loonies. Consider: Despite the wider diff, a barrel of WCS currently sells 

for ~C$93/bbl—comfortably above the upwardly revised planning 

assumption from Alberta’s Q1 update (C$81.3/bbl) (Chart 1). 

From an Alberta royalty perspective, what WTI gives the diff is not able to 

fully take away. While illustrative, Alberta might ultimately have ~$9 billion 

in royalty upside for 2026-27 relative to the latest available plan (Chart 2), 

a rough estimate applying official sensitivities to average expected prices. 

Even under a prudent/cautious forecast, there would be material scope 

for Alberta to revise its resource revenue outlook higher (for 2026-27, and 

likely beyond). That would be on top of already significant positive fiscal 

adjustments locked in for 2025-26 (via public accounts) and 2026-27 (via 

the Q1 update) (Chart 3). Alberta remains the only province in the black 

and notwithstanding a wider differential, we find this province’s relative 

fiscal edge hard to overstate (Chart 4).

Chart 1: Despite diff, WCS above Alberta’s Q1 assumption… 
WCS price, including 2026-27 FYTD average & Alberta planning assumptions 

 
Source: NBC, BBG | Note: Converts US$/bbl WCS level to CAD using daily FX rate; WCS has 
averaged ~C$96/bbl since start of 2026-27 (as of 22-Oct-26)

Chart 2: … creating even more royalty upside potential 
NBC illustration: Potential Alberta oil royalty impacts based on futures pricing 

 
Source: NBC, Alta, BBG | Note: 2026-27 uses blend of actual/futures prices as of 22-Oct-26; 
applies Alberta official sensitivities from Bud26; illustration only, not a forecast 
 

Chart 3: Alberta has already shown $17bln 2Y budget boost 
Two-year change in Alberta finances vs. Bud26 estimates: 2025-26 & 2026-27 

 
Source: NBC, Alta | Note: Cumulative change over two FYs relative to Bud26 estimates; 2025-
26 based on public accounts; 2026-27 based on Q1 update; excludes contingencies

Chart 4: Balanced Alberta pressing its budgetary advantage 

Alberta budget balance vs. all other provinces, including latest official estimates 

 
Source: NBC, prov gov’ts | Note: 2025-26 are actuals (from public accounts); 2026-27 is based 
on latest official estimates, which in Alberta’s case is from Q1 report 
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