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Prince Edward Island budget 2026 
Prince Edward Island is now projecting a sizeable deficit for the just-ended 2025/26 fiscal year, with the shortfall expected 
to slim modestly this year. However, the $410mn deficit expected for fiscal 2026/27 is still almost 3.5% of GDP, and the 
province is launching a spending review with the aim of accelerating the narrowing of the deficit beyond the current year. 
Net financial requirements are slightly lower this year compared to fiscal 2025/26, largely due to the fact that the province 
does not have any bond maturities to refinance this year. Long term borrowing is expected to be $900mn, which is 
$100mn lower than the prior year.  

Table 1: Summary of fiscal position: (C$millions) 

Fiscal measure 
2024/25 
Actual 

2025/26 
25 Budget 

2025/26 
26 Budget 

2025/26 
Change 

2026/27 
26 Budget 

2027/28 
26 Budget 

2028/29 
26 Budget 

Revenue 3,124 3,343 3,271 -72 3,386 3,535 3,701 

Provincial sources 1,904 2,022 1,963 -59 2,030 2,115 2,210 

• % change 3.0 6.5 3.1 -3 3.4 4.2 4.5 

Federal source 1,219 1,321 1,308 -13 1,356 1,420 1,491 

Expenditures 3,287 3,527 3,720 193 3,796 3,921 4,039 

Programs 2,997 3,212 3,403 192 3,428 3,495 3,583 

• % change 9.0 7.2 13.6 6 0.7 2.0 2.5 

Public debt interest 164 170 171 1 201 248 268 

Amortization of tangible capital assets 126 146 146 1 167 179 188 

Consolidated budget balance -163.9 -183.9 -449.6 -265.7 -409.9 -386.2 -338.0 
 

Growth in PEI economy remains solid  
The PEI economy has generally performed better than most other Canadian provinces, albeit not as well as the Island's 
prior forecasts had anticipated. Real GDP is estimated to have risen by 2.4% in 2025, with the province one of the few to 
see growth in manufacturing shipments and US-bound trade. Dry weather last summer, however, negatively impacted the 
agriculture industry, and Federal government regulations saw a sharper slowing in population growth than previously 
anticipated. 

Looking forward, population growth is expected to remain slower than in prior years, but stronger than the national 
average. That should allow solid growth in employment and labour incomes, which will help consumer spending. The re-
negotiation of CUSMA is expected to bring only short-term disruptions to manufacturing and trade in the coming year, 
while Federal government spending on infrastructure and defense is expected to be a positive over the forecast horizon. 
Real GDP growth is expected to slow slightly to 2.0% this year and next, before accelerating to 2.5% in 2028 and 2029. 
Similarly, nominal GDP growth is expected to be 4.0% in the near-term, before reaccelerating to 4.5%. 

Large deficit slimming only slowly  
For the just-ended 2025/26 fiscal year, the province now estimates a deficit of $450mn (3.8% GDP), which is noticeably 
wider than the $184mn shortfall expected at the time of Budget 2025 and also a further worsening relative to the mid-year 
update. Relative to the initial budget estimates, revenues are running below plan (-$72mn) while program spending has 
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been higher than expected (+$192mn). Spending of the PEI Agricultural Insurance Corporation was higher than expected 
as a dry summer resulted in increased crop insurance payments. 

The current fiscal year is expected to see a similarly wide deficit of $410mn (almost 3.5% GDP). While program spending 
is expected to grow by a modest 0.7%, that is downwardly impacted by an estimate for agricultural spending to normalise 
again. The province expects further increased spending in priority areas such as healthcare. To help increase revenues 
and narrow the deficit, some new taxes and tax increases were announced in today's budget. A new personal income tax 
bracket will apply to income over $200K, while there are also tax increases for non-resident property owners.  

Longer-term projections show revenue growth accelerating slightly to broadly match the pace of nominal GDP growth 
expected for those years. At the same time, program spending will be kept to a 2.0-2.5% pace. That would result in a 
slimming of the deficit to $338mn by fiscal 2028/29, even with a significant build-up of interest expenses. A 
Comprehensive Expenditure Review (CERT) has been launched with the aim of slowing expense growth to better match 
up with future expected growth in revenues. It is hoped that the review will identify savings of $200mn (5% of total 
expenditures) by fiscal 2028/29. 

 
Table 2: Economic forecasts 

 2026 2027 2028 2029 

Real GDP 2.0 2.0 2.5 2.5 

Nominal GDP 4.0 4.0 4.5 4.5 

Employment 1.1 1.2 1.8 1.7 

Personal income 4.0 4.0 4.5 4.5 

Retail sales 3.0 3.0 3.5 3.5 

 

Long-term borrowing forecasted to drop by $100mn 
For the fiscal year that just ended, the province accessed the domestic debt market four times borrowing a total of $1.0bn 
in long-term funding (2 x $300mn and 2 x $200mn). At the same time, the province accessed short-funding/liquidity 
reserves/working capital for $53mn bringing total funding completed to $1.05bn. That compares to the budget estimate 
which forecasted $800mn and $73.0mn, respectively, totalling $873mn. Despite the lower requirements for borrowing on 
behalf of Crown Corporations and slightly lower capital spending completed, the larger deficit was the reason for the 
higher cash requirements throughout the year.  

As for the new fiscal year, the province’s total cash requirements are dropping by $134mn from the outgoing year to 
$918mn. That is mainly due to the province not having any bonds maturing this year, as opposed to $125mn in 2025/26. 
The province is electing to fund that through both short- and long-term funding again. The former will be decreasing to 
$18mn, while the latter will also be decreasing by $100mn to $900mn.        

Although the province does not provide future years’ borrowing estimates, the deficit of $386mn, two bonds maturing 
totalling $225mn that will need to be refinanced, capital spending of $374mn, and borrowing on behalf of Crown 
Corporations around $100mn would place 2027/28’s borrowing requirements at approximately $1.1bn. 

 
Table 3: Borrowing requirements (C$millions) 

Borrowing requirements  
2025/26 
Forecast 

2025/26 
Estimate 

2026/27 
Forecast 

Consolidated (surplus)/deficit 184 450 410 

Capital adjustments 338 297 320 

Sinking funds earnings/provisions 21 21 26 

Pension transfers/accruals 57 57 57 

Borrowing On Behalf of Crown Corp 145 100 105 

Net financial requirement 745 925 918 

Maturities & calls 128 128 0 

Total  873 1053 918 
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Table 4: Sources of funding (C$millions) 

Sources of funding 2025/26F 2025/26E 2026/27F 

Short-term paper 73 53 18 

Bonds and MTNs 800 1000 900 

Total 873 1053 918 
 

Capital plan, net debt, and debt ratio all increasing   
Tabled in November, the 2026/27 capital plan includes a record investment of $487mn with a five-year total of $1.6bn. 
That is almost unchanged from last year’s plan of $483mn and a  five-year total of $1.7bn. The overall spending plan 
reflects the province’s population growth and the pressures that growth places on public services.  

Key areas of focus highlighted in the budget address are healthcare, education, and infrastructure. The largest area of 
spending this year is in healthcare with Health PEI and Wellness combining for a total spend of $197mn, up from an 
estimated $169mn completed in 25/26. Meanwhile, the second largest line item is in education and early years with a total 
of $116mn earmarked, up from an estimated $84mn completed in 25/26. That amount spent this past year is down from 
the planned total of $113mn in last year’s budget. Rounding out the large spending areas is Transportation and 
Infrastructure at $87mn planned, down from $105mn spent in 25/26. Those three areas combined account for over 80% of 
the entire planned spending this upcoming year.        

As a result of the higher deficit and slightly lower capital spending, net debt is forecasted to increase by $747mn to $3.8bn 
in 2025/26. That would place the net debt-to-GDP ratio at 33.2%, higher than the estimate of 32.6% a year ago. As for the 
upcoming year, the deficit and capital spending are estimated to add another $730mn to net debt, projected to be $4.5bn 
by the end of 2026/27. Overall, that planned increase is larger than the expected growth in GDP which is projected to 
place that ratio at 38.1%, an increase of 3.1% from the prior estimate. Over the following two years, that ratio is increasing 
again with projections of 39.8% and 39.9%, respectively, by the end of the forecast horizon in 2028/29, while net debt is 
expected to reach $5.1bn. Last year’s budget had that ratio peaking at 35.9% in 2027/28, with net debt reaching $4.2bn. 
The main reason for the increase over the horizon is the larger deficits, which are cumulatively $591mn higher than the 
latest estimates.    
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