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New Brunswick’s 2017-18 Q1 Update

Budget Balances

FY17 Q3: -$231mn (-0.7% of GDP)

FY18 Budget: -$192mn (-0.6% of GDP) Q1: -$156mn (-0.4% of GDP)
FY19 Budget: -$117mn (-0.3% of GDP)

New Brunswick after Q1 is narrowing its forecast deficit for fiscal 2017-18
(FY18) by $36 million, reflecting an $11 million rise in projected revenues and a
$25 million drop in expenses. NB reasonably cautions that it is early in FY18, but
as it monitors its revenue and economic growth, it is committed to expenditure

management, with its Strategic Program Review progress regularly reported (p.2).

The Q1 revenue revisions are mixed. The net increase is driven by
miscellaneous receipts, notably higher Harmonized Sales Tax recoveries and
increased revenues from the Regional Health Authorities. Total tax receipts,
however, are lowered by $1% million for FY18 with the Corporate Income Tax
higher but Tobacco and Real Property Taxes reduced.

Assisting New Brunswick’s fiscal performance are the positive employment
and output gains expected in calendar 2017 and 2018 (side chart). The Province
has raised its 2017 estimate for real GDP growth from 0.6% to 0.8%. Scotiabank
Economics expects a 1.1% output gain for this year and NB reports that private-
sector forecasts average 1.2%.

The expenditure saving is split between a $10 million reduction in the debt
service due to lower-than-forecast short-term interest expense and a $15 million
decrease in program spending.

Lower FY18 program spending is driven by a smaller expense for retirement
allowances. Upward spending pressures are still noted in several areas such as
Health. In Post-Secondary Education, Training and Labour, the $6.0 million
upward revision in outlays is in anticipation of a federal funding increase.

For Net debt, as measured by NB, the FY18 increase is trimmed by 36%2 million.

As of March 2018, forecast net debt outstanding of $14.3 billion is expected to
edge lower as a share of GDP to 41.0%.

New Brunswick’s FY18 Q1 Revisions
$ millions except where noted
FY18
Budget Q1

Tax Receipts
Total Revenue 9,189 9,199

Program Spending 8,680 8,664

Debt Service 701 691
Total Expenditures 9,381 9,355
Surplus (Deficit) -192 -156
Increase in Net Debt 362 326
% change: Revenues 4.1 4.2

Program Spending 3.6 3.3

Source: New Brunswick Finance.
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An Update for New Brunswick’s Strategic Program Review

New Brunswick reports that its Strategic Program Review is on track to achieve the targeted expenditure savings of $296
million by the end of FY21. Combined with $293 million of revenue measures, the Review is still expected to total $589 million.
After Q1 FY18, the Province expects that expenditure savings of $222 million can be achieved by March 2018, 94.5% of the
specified target. One shortfall will be in Education due to the change in the student population with Syrian students. Examples of
projects for this fiscal year include standardizing budget processes, continuing to centralize common services in Service New
Brunswick, consolidation of its Lab Services and centralization of its Land Registry.

New Brunswick’s Strategic Program Review, Q1 Projections

$ millions

Achieved
To Date FY18 Target
FY18 Target Forecast FY21
Budget 2015-16 115.2 115.2 115.2 115.2
Administrative Efficiencies 40.7 79.8 72.8 102.1
Reshaping the Civil Service 10.1 17.2 18.6 25.0
Centralization of Services 9.1 221 14.9 52.1
Other 0.8 0.7 0.7 13
Total 175.9 235.0 2221 295.7

Source: New Brunswick Finance.
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This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections
contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein
have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their
accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability
whatsoever for any direct or consequential loss arising from any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of
any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or
trading strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not
constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading
Commission Regulation 23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics
and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other
transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or
be in the process of acquiring or disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as
managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors,
brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may
receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers,
directors and employees of Scotiabank and its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any
issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be
reproduced without the prior express written consent of Scotiabank.

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital
markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.;
Citadel Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited;
Scotiabank Inverlat S.A., Institucién de Banca Multiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. — all
members of the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with
limited liability and is authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is
authorised by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation
by the UK Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation
Authority are available from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the
UK Financial Conduct Authority and the UK Prudential Regulation Authority.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated
by the Mexican financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.
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