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Highlights
*  The Quebec government announced significant new spending over the next 6 years to help bolster healthcare and edu-

cation, boost economic growth and support households impacted by elevated consumer prices.

* The budget anticipates the return to a small surplus by FY 2023/24, owing to the expected continuation of above-trend
economic growth over the next couple of years and the unwinding of COVID-19 support measures. Ahead of the pan-
demic, Quebec was consistently keeping its books in the black.

*  Quebec’s net debt-to-GDP is projected to drop from 39.8% in FY 2021/22 to 36.6% by FY 2026/27, returning the ratio
to its pre-pandemic level. At its peak in 2010, Quebec’s debt ratio stood at 53.0%.

Backed by expectations of healthy economic growth and increasing fiscal leeway, the Quebec government will introduce
some $22 billion in new initiatives through FY 2026/27, the largest portion of which will go towards restoring the health-

care system, stimulating the economy, and helping residents cope with rising inflation pressures.

Even with these measures, however, the government envisions balancing its budget (before contributions to the Generations
Fund) by FY 2023/24. Notably, Quebec’s books were already in a surplus position in FY 2021/22, once COVID-19 support
measures are excluded. Steadily rising GDP should also help the province make headway on its net debt burden, which is
projected to drop from 39.8% in FY 2021/22 to 36.6% by FY 2026/27.

Last Year’s Deficit Nearly Unchanged From the Fall Update

The FY 2021/22 deficit (before contributions to the Gen- Québec Economic Assumptions - Baseline Scenario

erations Fund) was slightly higher than what was projected
in the November 2021 fiscal update, coming in at $3.9 bil-
lion (or 0.8% of GDP). Both program spending and ex-
penditures related to COVID-19 were higher than what
was anticipated in November. This more-than-offset higher

own-source revenues.

Reasonable Growth Assumptions Built into the
Fiscal Outlook

The Quebec government is projecting real GDP growth to
average about 3.7% from 2021 to 2023, which is a touch

[ % change unless otherwise noted ]

2022 Budget

Calendar Year 2021 2022 2023
Real GDP 6.3 2.7 2.0
Nominal GDP 1.3 6.4 3.5
Employment Rate (%) 93.9 95.0 95.3
Unemployment Rate (%) 6.1 5.0 4.7
Population (000s) 8,604 8,687 8,763
Housing Starts (000s) 68.0 58.5 52.7
3-month T-bills (%) 0.1 0.9 1.7
10-year Bonds (%) 1.4 20 23

Source: Québec Budget 2022.
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softer than our own projection. We are in line with the gov-
ernment in terms of our nominal GDP projections in 2021
and 2022, with their forecast calling for solid growth of 9%,
on average. However, we anticipate stronger nominal GDP
growth in 2023, with the wedge between us and the govern-
ment accounted for by our higher inflation assumption.

Even with a healthy nominal GDP forecast, overall rev-
enue growth is projected to slow to 2.2% in FY 2022/23
after a 10.5% surge last fiscal year. The main weight is fed-
eral transfers, which are expected to decline for the second
straight year, continuing a partial unwind from the 21%
gain seen during the first year of the pandemic. After this
fiscal year, revenues are expected to grow at a 3.1% annual

average pace.

Province to keep Spending Growth Elevated
in the Near Term

After leaping higher by 15% in FY 2021/22, program
spending growth is set to cool, but remain relatively firm at
5% in the upcoming fiscal year. After which, it is projected
to average 3% over the next four fiscal years.

As part of its overall $22 billion commitment to new initia-
tives, the government will spend $3.8 billion to help people
cope with rapidly rising inflation. Most of this money will
be spent at the end of FY 2021/22, with the government
delivering a one-time payment of $500 to adults with in-
comes of $100k or less. The remaining money will mostly
be spent on affordable housing initiatives, including help-
ing households make their rent payments, and adding new

affordable supply to the market.

At $8.9 billion, healthcare spending makes up about 40%
of the total earmarked for new measures, with funding to
be put towards human resources, access to data, informa-
tion technology and modern infrastructure. Elsewhere,
new education spending is projected to amount to $2.8
billion through FY 2026/27. Funds will partly go towards
improving access to, and boosting graduation rates from,
higher education settings. Over the same period, some
$2.2 billion will be spent on supporting communities and
strengthening community action, including expanding ser-
vices for vulnerable families and youth, promoting gender

Chart 1: Debt-to-GDP to Fall amid Continued Economic
Growth and a Quick Return to Surplus
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equality, and supporting Indigenous peoples. The govern-
ment will also spend $350 million on environmental initia-
tives, including helping the transition to green energy and
supporting sustainable practices.

Notably, the government has earmarked $4.2 billion over
6 years towards stimulating economic growth. This money
will go towards increasing productivity and supporting re-
gional economic development. This funding will also flow
towards strengthening the integration of immigrants into
the workforce and supporting the recovery in the cultural

sector, which has been devastated by COVID-19.

To boost productivity, the government will implement its
Research and Innovation Strategy while also devoting re-
sources towards continuing the digitalization of businesses
in the province. In addition, some $224 million will be put
towards stimulating investment in new technologies, en-
trepreneurship, and exports. The big maneuver here will
be extending the higher tax credit rates, introduced in last
year’s budget through the investment and innovation tax
credit, to this year. To support regional development, the
province will undertake various measures, including invest-
ing in regional air transportation, the bio-food sector, and
preparing the tourism industry for recovery.

Debt Burden to Fall

Despite program spending growth vastly outpacing that
of revenues, the deficit is projected to shrink from about
$4 billion in FY 2021/22 to $3 billion in the upcoming
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fiscal year. This is because COVID-19 support payments
are forecast to shrink by about $7 billion in FY 2022/23.
'The government plans to fully eliminate its deficit by FY
2023/24, with the surplus expected to gradually rise to $2.2
billion in FY 2026/27.

'The government’s improved budget balance, coupled with
expectations of relatively firm economic growth, is expect-
ed to keep net debt-to-GDP on a downward path. Indeed,

the ratio is forecast to drop from 39.8% in FY 2021/22 to
38.8% in the upcoming fiscal year.

By FY 2023/24, Quebec’s debt ratio is expected to be 38.4%.
In comparison, Ontario forecasted its FY 2023/24 ratio to
be 43.6% in its fall fiscal update. Even allowing for the pos-
sibility that the Ontario’s debt burden may look somewhat
better once its budget is released in April, that’s still quite
a gap between the two provinces. And in fact, Quebec’s
debt burden has been below Ontario’s since FY 2020/21.
Note that Quebec’s net debt-to-GDP ratio is forecast to
fall even with robust capital investment expected to take
place through the Quebec Infrastructure Program. For this
year, capital spending intentions are flagging a 17% surge

in public sector construction spending.

Debt servicing charges as a share of revenues are slated
to rise slightly to 6.4% in FY 2022/23, reflecting higher
interest rates. However, this ratio is then expected to fall
back to a multi-year low of 5.6% by FY 2026/27. Borrow-
ing requirements are expected to total $27.6 billion in FY
2022/23, up from $22.9 billion in FY 2021/22.

Bottom Line

After a detour brought upon by the pandemic, the govern-
ment is expecting to be back in black ink in relatively short
order. Note that Quebec ran surpluses for 5 straight years
before the pandemic struck. Meanwhile the debt burden is
forecast to continue falling, which would extend the years-
long downtrend in this measure.

Government spending and investment have played impor-
tant roles in Quebec’s speedy recovery from the pandemic
and the budget suggests that further growth support could
be in cards for 2022. Meanwhile, the one-time payments
to households by the government (amounting to 0.6% of
GDP) will help soften the bite on incomes and spending
from sharply higher consumer prices.
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Québec Government Fiscal Position
[ Billions CAD unless otherwise noted ]

2022 Budget

Fiscal Year
21-22 22-23 23-24 24-25 25-26 26-27
Revenues 135.5 138.5 142.5 146.2 152.1 156.6
% Change 10.5 2.2 29 2.6 4.0 3.0
Own-Source 105.9 109.7 112.8 117.0 121.1 125.2
Federal Transfers 295 28.8 29.7 29.1 31.0 314
Expenditures 130.3 136.6 140.5 144.0 148.9 152.9
% Change 14.5 4.8 2.9 2.5 3.4 2.7
Program Expenditures 121.9 127.8 131.8 135.2 140.3 1441
Debt Charges 8.4 8.8 8.7 8.8 8.6 8.8
Total Consolidated Entities 5.1 1.8 2.0 2.1 3.1 3.7
COVID-19 Support and 90 24 05 00 ) )

Recovery Measures
Change in accounting
application standard respecting 0.4 1.3 1.4 - - -
transfer payments

Provision for economic risk and

- 25 1.5 1.5 1.5 1.5
other support measures
Surplus (Deficit) -3.9 -3.0 0.0 0.6 1.6 2.2
% Of GDP -0.8 -0.6 0.0 0.1 0.3 0.4
Generations Fund Deposits -3.5 -3.4 -3.9 -4.4 -4.6 -5.0
Budgetary Balance* -7.4 -6.5 -3.9 -3.8 -3.0 -2.8
% Of GDP -1.5 -1.2 -0.7 -0.7 -0.5 -0.5
Net Debt 199.0 206.7 211.5 216.1 219.9 222.6
% Of GDP 39.8 38.8 38.4 37.9 37.3 36.6
Gross Debt 2153 228.3 2349 240.8 246.6 251.0
% Of GDP 43.1 42.9 42.7 42.3 41.9 41.2
Accumulated Deficits 112.6 115.6 115.6 115.0 113.3 1111
% Of GDP 22.5 21.7 21.0 20.2 19.2 18.3

*Budgetary balance within the meaning of the Balanced Budget Act, after contributions towards the Generations Fund.
Source: Quebec 2022 budget.
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