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Pandemic-related Spending Drives Up The Deficit in FY 2020/21
•  The FES includes three main fiscal and economic scenarios, reflecting the high degree of uncertainty around a second 

wave. The first is the baseline scenario which assumes no extended or expanded restrictions other than what has been 
already imposed. The other two are more adverse scenarios which assume either that restrictions are extended into 
2021 or are expanded, both of which weaken the economic recovery, reduce government revenues, while increasing 
expenditure on fiscal support programs.

•  Underlying this year’s higher tally relative to July is a $40 billion improvement in fiscal fortunes, partly owing to 
stronger growth rebound earlier this year.  Still, this impact was dominated by substantial spending commitments 
made since the July update.  Today’s FES alone adds as much as $125 billion over the next three years to reflect both 
newly unveiled commitments and a further $70-$100 bil-
lion set aside for “additional stimulus” (Table 1). The precise 
stimulus amount will be scaled depending on the strength of 
the job market over the next few years.  The government will 
be tracking the evolution of labour market indicators such as 
the employment rate, unemployment level and total hours 
worked to judge when to wean off fiscal stimulus.  

•  This new support is expected to drive this year’s deficit as 
high as $400 billion this year (Chart 1).  As some of the 
emergency supports expire and the economy expands, pro-
jected shortfalls are projected to fall back, but new commit-
ments will sustain it to around $120-$140 billion range next 
year and $50-$60 billion in 2022 (Chart 2).  
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Chart 1: Fiscal Deficit Projected to Decline Over 
the Next Several Years

July Update

Fall Economic Statement -
Baseline Scenario
Debt to GDP Ratio (RHS)

Note: These figures do not include planned economic stimulus not yet allocated.
Source: Government of Canada, TD Economics.
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Highlights
• In its Fall Economic Statement (FES), the federal government revised up its projected deficit to nearly $400 billion, 

up from $343 billion in its July estimate.  As a share of GDP, the deficit is projected to hit 17.5% this year.  

• Budget shortfalls are projected to remain elevated at around $100 billion over the next couple of years, while the debt-
to-GDP ratio stabilizes at just under 60% of GDP.  

• The government’s plan incorporates around $50 billion in support to Canadian households and businesses through 
the pandemic.  In addition, it also imbeds $70-$100 billion (or 3-4% of GDP) in its fiscal plan as a placeholder. The 
exact amount of this “unallocated” stimulus would be determined by future labour market developments.  

• The government largely stayed its hand on tax measures.  It did announce that GST/HST will be applied to digital 
platform-based short-term rentals (including Airbnb) as well capping employee stock options. 
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Chart 2: More Spending Will Be Required If 
Restrictions Are Extended or Escalated

Baseline

Extended Restrictions Scenario

Escalated Restrictions Scenario

Source: Government of Canada, TD Economics.
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Deficit Expected to Drop Next Year, But New 
Structural Spending In the Cards
•  This future stimulus will be dedicated to making good 

on key medium-term priorities, including support for 
green infrastructure.  As a stepping stone, the gov-
ernment announced green measures today, including 
grants for improving energy efficiency in homes as 
investments for zero-emissions vehicles. 

• The government announced that it would creating a 
task force that will advise the government on how to 
support female employment in the recovery period. A 
pillar of any plan would include the introduction of a 
national child-care system.  Affordable and accessible 
childcare has been identified as a potential longer-
term structural issue weighing on the Canadian econ-
omy. High costs of daycare have contributed to lower 
female engagement in the labour market relative to 
men and a nationally subsidized childcare program 
can go a long way in removing this barrier. 

 º Quebec has already shown that an affordable 
childcare program can make it more feasible for 
core-age (25 to 54) women to participate in the 
labour market. If the rest of Canada were to suc-
ceed in achieving engagement similar to that of 
Quebec, Canada’s entire labour force could in-
crease by 1.1%.  That’s equivalent to two hundred 
thousand people in the workforce who might 
otherwise have been forced to opt out.

•  There is little today around other Throne Speech 
commitments, including a new pharmacare program.    

Canada Still in Reasonable Fiscal Position De-
spite Increased Spending
•  Although today’s fiscal update introduced additional 

spending and sent Canada’s debt levels even higher 
from their already elevated levels, the country is still 
in a reasonable fiscal position at a debt to GDP ratio 
of around 50%. 

• Canada entered the COVID-19 crisis in strong fiscal 
shape, which allowed for a significant increase in bor-
rowing to support the economy. With interest costs 
at extraordinarily low levels, debt-financed spending 
remains affordable.

•  But the government shouldn’t get too carried away. 
If the debt burden continues to rise quickly, it could 
spell trouble for Canada’s economy, while potentially 
leading to a downgrade in its AAA standing. 

• The government is aware of this. In today’s statement, 
the government reassured Canadians that it “will re-
sume a prudent and responsible fiscal path, based on 
a long-term fiscal anchor we will outline when the 
economy is more stable.”
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Disclaimer
This report is provided by TD Economics.  It is for informational and educational purposes only as of the date of writing, and may not be appropriate for other 
purposes.  The views and opinions expressed may change at any time based on market or other conditions and may not come to pass. This material is not intended 
to be relied upon as investment advice or recommendations, does not constitute a solicitation to buy or sell securities and should not be considered specific legal, 
investment or tax advice.  The report does not provide material information about the business and affairs of TD Bank Group and the members of TD Economics 
are not spokespersons for TD Bank Group with respect to its business and affairs.  The information contained in this report has been drawn from sources believed 
to be reliable, but is not guaranteed to be accurate or complete.  This report contains economic analysis and views, including about future economic and financial 
markets performance.  These are based on certain assumptions and other factors, and are subject to inherent risks and uncertainties.  The actual outcome may be 
materially different.  The Toronto-Dominion Bank and its affiliates and related entities that comprise the TD Bank Group are not liable for any errors or omissions in 
the information, analysis or views contained in this report, or for any loss or damage suffered.

FFiissccaall  YYeeaarr 2200--2211 2211--2222 2222--2233 2233--2244 2244--2255 2255--2266
BBuuddggeettaarryy  RReevveennuueess 227755..44 333355..99 335577..88 337777..33 339988..55 441177..33
  Program Expenses 621.4 421.2 373.9 384.4 392.9 404.0
  Public Debt Charges 20.2 20.3 22.4 25.7 30.5 34.3
TToottaall  EExxppeennddiittuurreess 664411..66 444411..55 339966..44 441100..11 442233..44 443388..44

BBuuddggeettaarryy  BBaallaannccee  BBeeffoorree  NNeett  AAccttuuaarriiaall  LLoosssseess  
AAnndd  SSttiimmuulluuss

-366.2 -105.6 -38.6 -32.8 -24.9 -21.0

BBuuddggeettaarryy  BBaallaannccee  BBeeffoorree  SSttiimmuulluuss --338811..66 --112211..22 --5500..77 --4433..33 --3300..99 --2244..99

PPllaannnneedd  SSttiimmuulluuss

FFeeddeerraall  DDeebbtt  BBeeffoorree  SSttiimmuulluuss 11,,110077..44 11,,222288..55 11,,227799..33 11,,332222..66 11,,335533..44 11,,337788..33

PPeerr  cceenntt  ooff  GGDDPP  BBeeffoorree  PPllaannnneedd  SSttiimmuulluuss

Budgetary Revenues 12.6 14.4 14.6 14.7 14.9 15.0
Program Expenses 28.5 18.1 15.2 15.0 14.7 14.5
Public Debt Charges 0.9 0.9 0.9 1.0 1.1 1.2
Budgetary Balance -17.5 -5.2 -2.1 -1.7 -1.2 -0.9
Federal Debt 50.7 52.6 52.1 51.6 50.6 49.6

TTaabbllee  11::  NNoovveemmbbeerr  22002200  FFeeddeerraall  FFiissccaall  UUppddaattee  SSuummmmaarryy
[ C$ billion, unless otherwise specified ]

$70-$100 billion over 3 years

Source: Department of Finance Canada, TD Economics.                                      
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