
   

 

 

 

 

Budget Commentary 
British Columbia’s Budget 2025: Mounting Debt, With Election 
Promises Overshadowed by Tariffs 

On March 4, 2025, the Province of British Columbia (BC or the Province; rated AA (high) with a Stable 

trend) released its 2025–26 budget (Budget 2025). Trade uncertainties loom over the budget as the re-

elected NDP government seeks to balance spending on priority areas of healthcare and education while 

postponing some of its key campaign promises like the one-time rebate and ongoing middle-income tax 

credit. The budget anticipates ongoing deficits and a significantly larger borrowing program while 

prioritizing targeted public investments. We note that BC entered this period of uncertainty with 

somewhat reduced flexibility given its consistent deficits and rising debt in recent years. Although the 

Province has incorporated ample prudence in Budget 2025 through conservative economic assumptions 

and large contingencies, we believe the flexibility needed to withstand the anticipated deterioration in 

debt metrics is constrained within the current credit ratings. Nevertheless, BC's strong balance sheet, 

prudent fiscal approach and past track record of outperformance continue to lend support to its credit 

profile. 

 

At our last review in May 2024, we noted that a negative credit rating action could result from a 

sustained deterioration in operating results and marked increased in the debt-to-GDP ratio beyond our 

expectations. At that time, we had contemplated a debt-to-GDP ratio approaching 27.0%. The latest 

budget points to a deterioration in debt-to-GDP ratio beyond our previous expectations that will erode 

flexibility within the current credit ratings.  

 

The key priorities of Budget 2025 include: 

• Strengthening public services with a focus on healthcare, education, and affordability; 

• Building economic resilience amid trade uncertainties by diversifying trade, accelerating critical resource 

projects, and supporting jobs creation; and 

• Increasing housing supply and affordability.  

 

Budget Overview  

Budget 2025 forecasts a deficit of $10.9 billion in 2025–26 compared with the $9.1 billion deficit now 

anticipated in 2024–25. On a Morningstar DBRS-adjusted basis, this equates to a shortfall of $20.8 

billion, or 4.7% of GDP. We made several adjustments to BC's reported results/budget projections to 

improve comparability among the provinces. We adjusted reported results to recognize capital spending 

as incurred rather than as amortized, assumed a modest amount of capital underspending, and excluded 

the change in regulatory accounts from British Columbia Hydro and Power Authority's (rated AA (high) 

with a Stable trend) net income to arrive at the adjusted deficit.  
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Key Highlights 

• The Province has incorporated ample 

prudence in Budget 2025 through 

conservative economic assumptions and 

large contingencies. 

• Nonetheless, Budget 2025 points to a 

deterioration in debt-to-GDP beyond our 

previous expectations that will erode 

flexibility within the current credit ratings. 

On a Morningstar DBRS-adjusted basis, 

debt-to-GDP will increase to 25.2% in 

2025–26 and is expected to continue to 

trend upward to 32.8% of GDP by 2027–

28. 

• However, the Province's strong balance 

sheet, historically prudent fiscal approach 

and past track record of outperformance 

continue to lend support to its credit 

profile. 
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Consistent with past prudent budget practice, the budget includes contingencies totalling $4.0 billion in 

each of the three years through 2027–28 to offset unexpected financial pressures resulting from the 

current tariff-related economic headwinds, collective bargaining, and other emerging priorities, which, if 

unused, would contribute to improvements in the bottom line and debt outlook. Program spending is 

modest at +3.2% year over year (YOY) compared with last year's significant growth of 8.7% YOY, with 

expenditure management targets through administrative and operational efficiencies set at $1.5 billion 

over the plan period. While base-case revenue projections assume a limited impact of tariffs, the budget 

presents a scenario analysis that estimates potential annual revenue losses between $1.7 billion and 

$3.4 billion over the next three years that are reasonably offset by contingencies.  

 

The Province will focus a targeted capital spending program on the critical priorities of healthcare, 

transportation, and education—sectors that will help support economic activity. The three-year, 

taxpayer-supported capital plan is projected to be $45.9 billion, up $2.6 billion from the previous plan. 

For 2025–26, a total capital investment of $20.2 billion is planned. However, we note that actual capital 

investment tends to be below budget projections, and we have assumed a modest amount of capital 

underspending in our debt projections.  

 

Over the medium term, the Province projects deficits of $10.2 billion and $9.8 billion for 2026–27 and 

2027–28, respectively. On a Morningstar DBRS-adjusted basis, these equate to deficits of 4.4% and 3.9% 

of GDP, respectively. Budget 2025 emphasizes that achieving a balanced budget will be a multi-year 

effort, continuing on the path of modest YOY declining deficits with no plan for a return to balance over 

the plan period. 

 

Exhibit 1  Fiscal Outlook Exhibit 2  Debt Outlook Exhibit 3  Real GDP Growth (%) 

   
Sources: British Columbia and Morningstar DBRS. 

 

The debt burden is expected to continue increasing as spending on priority capital investments ramps 

up. The Province projects net debt-to-GDP to reach 26.7% in 2025–26 and anticipates that this will 

increase to 34.4% by 2027–28. On a Morningstar DBRS-adjusted basis, debt-to-GDP will increase to 
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25.2% in 2025–26 and is expected to continue to trend upward to 32.8% of GDP by 2027–28. Gross 

borrowing requirements are estimated to be $31.1 billion in 2025–26 and to increase to $34.7 billion in 

2027–28. Given the substantial deficit projections with no plan to return to balance, we expect debt to 

remain high over the medium term.  

 

BC's economy is estimated to have grown by 1.2% in 2024, amid ongoing global economic uncertainty, 

high interest rates, and inflationary pressures. Budget 2025 assumes real GDP growth of 1.8% in 2025 

and 1.9% in 2026, reflecting the effects of slower population growth as a result of federal immigration 

policies and trade uncertainty. In an alternative scenario that incorporates the impact of U.S. tariffs, 

including a 10% tariff on Canadian energy and a 25% tariff on all other goods along with retaliatory 

measures from Canada, GDP is projected to slow significantly to a 0.3% increase in 2025 and 0.8% in 

2026. The downside scenario assumptions are considered reasonable and comparable with private-

sector consensus. However, the overall impact remains uncertain, depending on the extent of additional 

U.S. tariffs on softwood lumber and how long the tariffs remain in place. While key industries like 

forestry and energy remain susceptible to tariffs and export restrictions, we note that the Province has 

some resilience to U.S. trade shocks because of its diversified economy, strong technology and clean 

energy sectors, and relatively diversified trading relationships. Ongoing capital investments, moderate 

housing activity driven by rate cuts, and contingency funds will lend some support to the economy, 

which has the potential for outperformance if trade relations improve. 

 

 
Note:  

All figures are in Canadian dollars unless otherwise noted.   
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About Morningstar DBRS 
Morningstar DBRS is a full-service global credit ratings business with approximately 700 employees around the world. We’re a market leader in 

Canada, and in multiple asset classes across the U.S. and Europe.  

 

We rate more than 4,000 issuers and nearly 60,000 securities worldwide, providing independent credit ratings for financial institutions, corporate and 

sovereign entities, and structured finance products and instruments. Market innovators choose to work with us because of our agility, transparency, 

and tech-forward approach. 

 

Morningstar DBRS is empowering investor success as the go-to source for independent credit ratings. And we are bringing transparency, 

responsiveness, and leading-edge technology to the industry.  

 

That’s why Morningstar DBRS is the next generation of credit ratings.  

 

Learn more at dbrs.morningstar.com. 

 

The Morningstar DBRS group of companies consists of DBRS, Inc. (Delaware, U.S.)(NRSRO, DRO affiliate); DBRS Limited (Ontario,  Canada)(DRO, 

NRSRO affiliate); DBRS Ratings GMBH (Frankfurt, Germany) (EU CRA, NRSRO affiliate, DRO affiliate); and DBRS Ratings Limited (England and 

Wales)(UK CRA, NRSRO affiliate, DRO affiliate). Morningstar DBRS does not hold an Australian financial services license. Morningstar DBRS credit 

ratings, and other types of credit opinions and reports, are not intended for Australian residents or entities. Morningstar DBRS does not authorize 

their distribution to Australian resident individuals or entities, and accepts no responsibility or liability whatsoever for the actions of third parties in 

this respect. For more information on regulatory registrations, recognitions and approvals of the Morningstar DBRS group of companies please see: 

https://dbrs.morningstar.com/research/highlights.pdf.  

 

The Morningstar DBRS Group of companies are wholly-owned subsidiaries of Morningstar, Inc. 

 

© 2025 Morningstar DBRS. All Rights Reserved. The information upon which Morningstar DBRS credit ratings and other types of credit opinions and 

reports are based is obtained by Morningstar DBRS from sources Morningstar DBRS believes to be reliable. Morningstar DBRS does not audit the 

information it receives in connection with the analytical process, and it does not and cannot independently verify that information in every instance. 

The extent of any factual investigation or independent verification depends on facts and circumstances. Morningstar DBRS credit ratings, other types 

of credit opinions, reports and any other information provided by Morningstar DBRS are provided “as is” and without representation or warranty of 

any kind and Morningstar DBRS assumes no obligation to update any such credit ratings, opinions, reports or other information. Morningstar DBRS 

hereby disclaims any representation or warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability, fitness for any 

particular purpose or non-infringement of any of such information. In no event shall Morningstar DBRS or its directors, officers, employees, 

independent contractors, agents, affiliates and representatives (collectively, Morningstar DBRS Representatives) be liable (1) for any inaccuracy, 

delay, loss of data, interruption in service, error or omission or for any damages resulting therefrom, or (2) for any direct, indirect, incidental, special, 

compensatory or consequential damages arising from any use of credit ratings, other types of credit opinions and reports or arising from any error 

(negligent or otherwise) or other circumstance or contingency within or outside the control of Morningstar DBRS or any Morningstar DBRS 

Representative, in connection with or related to obtaining, collecting, compiling, analyzing, interpreting, communicating, publishing or delivering any 

such information. IN ANY EVENT, TO THE EXTENT PERMITTED BY LAW, THE AGGREGATE LIABILITY OF MORNINGSTAR DBRS AND THE 

MORNINGSTAR DBRS REPRESENTATIVES FOR ANY REASON WHATSOEVER SHALL NOT EXCEED THE GREATER OF (A) THE TOTAL AMOUNT PAID BY 

THE USER FOR SERVICES PROVIDED BY MORNINGSTAR DBRS DURING THE TWELVE (12) MONTHS IMMEDIATELY PRECEDING THE EVENT GIVING 

RISE TO LIABILITY, AND (B) U.S. $100. Morningstar DBRS does not act as a fiduciary or an investment advisor. Morningstar DBRS does not provide 

investment, financial or other advice. Credit ratings, other types of credit opinions and other analysis and research issued by Morningstar DBRS (a) 

are, and must be construed solely as, statements of opinion and not statements of fact as to credit worthiness, investment, financial or other advice 

or recommendations to purchase, sell or hold any securities; (b) do not take into account your personal objectives, financial situations or needs; (c) 

should be weighed, if at all, solely as one factor in any investment or credit decision; (d) are not intended for use by retail investors; and (e) address 

only credit risk and do not address other investment risks, such as liquidity risk or market volatility risk. Accordingly, credit ratings, other types of 

credit opinions and other analysis and research issued by Morningstar DBRS are not a substitute for due care and the study and evaluation of each 

investment decision, security or credit that one may consider making, purchasing, holding, selling, or providing, as applicable. A report with respect 

to a Morningstar DBRS credit rating or other credit opinion is neither a prospectus nor a substitute for the information assembled, verified and 

presented to investors by the issuer and its agents in connection with the sale of the securities. Morningstar DBRS may receive compensation for its 

credit ratings and other credit opinions from, among others, issuers, insurers, guarantors and/or underwriters of debt securities. This publication may 

not be reproduced, retransmitted or distributed in any form without the prior written consent of Morningstar DBRS. ALL MORNINGSTAR DBRS 

CREDIT RATINGS AND OTHER TYPES OF CREDIT OPINIONS ARE SUBJECT TO DEFINITIONS, LIMITATIONS, POLICIES AND METHODOLOGIES THAT 

ARE AVAILABLE ON HTTPS://DBRS.MORNINGSTAR.COM. Users may, through hypertext or other computer links, gain access to or from websites 

operated by persons other than Morningstar DBRS. Such hyperlinks or other computer links are provided for convenience only. Morningstar DBRS 

does not endorse the content, the operator or operations of third party websites. Morningstar DBRS is not responsible for the content or operation of 

such third party websites and Morningstar DBRS shall have no liability to you or any other person or entity for the use of third party websites.  
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