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Highlights

*  Budget 2026 revealed that the deficit and debt pressures faced by Nova Scotia are intensifying. The
Province is projecting its highest deficit since FY 2013/14 at 1.7% of GDP (about $1.2B) in FY 2026/27.
Net debt, meanwhile, is expected to rise from 35% in FY 2025/26 to 39.4% of GDP this year and is fore-
cast to breach 40% in the outer years.

* The plan largely builds on previously announced measures, focusing on healthcare, capital infra-
structure, existing tax changes, and a new Fiscal Stability Plan aimed at slowing expense growth and
improving public sector efficiency.

* Real GDP growth is expected to remain decent in Nova Scotia, while revenues rise a firm 5% this year;
however, higher capital spending, climbing interest costs, and demographic pressures leave the prov-
ince more exposed to fiscal and interest rate risks over the medium term.

As a share of GDP, Nova Scotia is projecting its highest deficit since FY 2013/14 in the upcoming fiscal year (1.7%). In
dollar terms, the FY 2026/27 shortfall is pegged at $1.2 billion, matching the FY 2025/26 deficit. Amid this backdrop
(and a recent credit rating downgrade) The Nova Scotia government is implementing a “Fiscal Stability Plan” aimed
at slowing expense growth over the medium term and making headway on the deficit. Revenue growth is expected
to be firm at 5% this year, aiding this effort. Net debt, meanwhile, is expected to reach 39.4% in FY 2026/27, up
from 35.0% in FY 2025/26. It is forecast to climb thereafter,

breaching 40% in the outer years of the forecast. Chart 1: Deficits to Linger, Debt Burden to Soar
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ing 1.5%. This is a touch stronger than our own projections.

*Before contingency. Source: Nova Scotia Budget 2026, TD Economics.
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Meanwhile, nominal GDP gains are expected to aver-
age about 3.6% in 2026 and 2027, consistent with our
view. Yearly variations in the government’s economic
growth projections relate to changes in major projects
and investment activity.

The Province is expecting a perky 5% growth rate for
revenues in FY 2026/27, driven by a combination of
personal income tax growth, a higher HST intake, and
rising federal transfers, particularly the Canada Health
Transfer. Personal income tax revenues benefit from
continued wage increases, though this is partially off-
set by the ongoing impact of indexation and enhanced
basic personal amounts. HST revenues are supported
by solid consumer spending and residential construc-
tion, even as population growth slows. Nova Scotia will
be implementing a 2 ppt increase in the Financial Insti-
tutions Capital Tax, effective November 1st, 2026. This
change is expected to bring in $40 million when fully
implemented in FY 2027/28.

Expense Growth to Slow Markedly After This
Fiscal Year

In FY 2026/27, total expenses are seen as increasing
by 4%, as core services like healthcare and education
see hefty gains. For the 3 years after, spending growth
averages 2%, as the Province more fully implements its
“Fiscal Stability Plan” spending reductions. The Plan
focuses on stabilizing expense growth, reducing the
size of the Public Service and improving productivity
and efficiency government wide. The Plan is expected
to bring in a cumulative $2.6 billion in savings from FY
2026/27 - FY 2029/30.

The Plan will also address the impact of the Long-Term
Care Accounting Adjustment. Nova Scotia has revised
how it accounts for financing of long-term care facili-
ties, with funds provided by the government to service
providers that were previously treated as loans now
considered capital assets. The upshot of this change
is that deficits and net debt are mechanically raised.
The FY 2026/27 impact of the accounting change is
to reduce interest revenue by $71 million (0.4% of total
revenues), and bump up net debt by $898 million (3.2%
of the overall stock).

Debt Burden to Surge

Net debt-to-GDP is forecast to jump from last year’s
estimated 35.0% to 39.4% the upcoming fiscal year
(excluding the boost to the ratio from the contingency

fund). This would place the Province on the higher end
of provincial debt loads. Thereafter, the debt burden
is projected to climb well over the 40% level that the
provincial government uses as a planning guardrail. In
fairness, part of the increase in the debt burden can
be explained by the new accounting rules governing
long-term care facilities. However, even absent this im-
pact, the debt burden is still expected to rise above
40% by FY 2028/29.

Nova Scotia’s FY 2026/27 borrowing program totals
roughly $3.4 billion, reflecting not only operating defi-
cits but also a very large capital plan. For the latter, a
historic $3.5 billion capital plan is revealed in the bud-
get, up from $2.4 billion the year prior.

Debt servicing costs rise to just over $1.0 billion this fis-
cal year, consuming about 5.9% of revenues, and this
so-called “interest bite” is forecast to climb to 7.6% by
FY 2029/30.

Bottom Line

Budget 2026 represents a step towards reining in the
province’s operating budget shortfall. While main-
taining an investment in core services, the plan leans
on slim program spending gains over several years,
which could be challenged by Nova Scotia’s relatively
old population and the potential for weaker-than-ex-
pected revenue growth amid an uncertain economic
backdrop. The spending plan could also slow overall
economic growth in the near-term.

The Province’s capital spending plan is robust, possibly
offering some offset to its operating plan (while also po-
tentially raising longer-term productivity). However, it
should also add to fiscal pressures. Note that, over the
projection horizon, the government’s net debt-to-GDP
ratio is slated to reach its highest level since FY 2000/01.

Accordingly, interest costs as a share of revenues are
forecast to climb over the medium term. Although
they are expected to remain well shy of the threat-
ening levels observed in early 90s to early 2000s,
it leaves Nova Scotia more exposed to interest rate
shocks than in the past and raises the risk of a crowd-
ing out in other spending.
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Exhibits

Nova Scotia Economic Assumptions
[ Percent Change Unless Otherwise Noted ]

Budget 2026
Calendar Year 2025 2026 2027 2028 2029

Nominal GDP 5.0 3.4 3.7 3.4 3.8
Real GDP 1.8 1.5 1.5 1.4 2.0
Employment 0.4 0.3 0.3

Labour Force 0.5 0.3 0.3

Unemployment Rate (%) 6.6 6.6 6.6

CPI 2.1 2.0 2.0

Source: Nova Scotia Budget 2026, TD Economics.

Nova Scotia Government Fiscal Position
[ Millions of C$ Unless Otherwise Noted ]

Fiscal Year 2025-26 | 2026-27 | 2027-28 | 2028-29 2029-30
Estimate | Estimate | Estimate

Revenues 16,594 17,354 17,669 18,352 19,076
% Change -3.4 4.6 1.8 3.9 3.9
Expenses 18,170 18,932 19,103 19,683 20,210
% Change 5.2 4.2 0.9 3.0 2.7
Consolidation/Accounting Adjustments 327 387 387 380 375

Surplus (+) / Deficit (-)

Provincial Surplus (Deficit) - Before Contingency -1,249 -1,191 -1,047 -950 -760
Contingency -50 -50 -50 -50

Provincial Surplus (Deficit) - After Contingency 82 1,241 -1,097 -1,000 -810

Net Debt

Net Debt - Before Contingency 24,030 27,945 31,306 33,947 35,911
% of GDP 35% 39% 43% 45% 45%

Net Debt - After Contingency 24,030 27,995 31,406 34,097 36,111
% of GDP 35% 40% 43% 45% 46%

Source: Nova Scotia Budget 2026, TD Economics.
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