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About This Document

The Department of Finance prepares the Fiscal and Economic Indicators using the latest data available at the time of writing, a few
weeks ahead of the official release of the GN Budget. Some information may change during the intervening period. If you have
questions about the data we use, please contact us at info@gov.nu.ca.



Key Fiscal Indicators

The following describe the fiscal situation of the Government of
Nunavut (GN). Figures are generally expressed in millions (S M) and
billions (S B) of dollars, and include calculations of year-over-year
change measured in percent (%) or percentage points (p.p.). Totals
are subject to rounding. Unless otherwise noted, we measure
change against last year’s Revised Estimates rather than Main Esti-
mates. Similarly, this document presents only figures from core or
‘non-consolidated’ government operations, unless otherwise de-
scribed.

Revenues
Total Revenues $2,348.0
2020-21; Non-consolidated +2.4%

Total revenues are the sum of all financial resources the GN
raises and receives to fund its operations, investments, and
other expenses. The GN expects to generate $2.35 B in 2020-21
through federal transfers, revenues from third-party agree-
ments, taxes, and other own-source revenues, including revolv-
ing funds and prior-year recoveries. This marks a 2% or $55.2 M
increase from the $2.29 B we currently forecast for 2019-20.
We expect revenues to grow largely from stronger transfers
and healthy tax revenue growth, as well as surpluses in the
revolving funds.

Federal Transfers $1,837.0
2020-21; GN Finance +4.8%

The GN receives fiscal transfers from the Government of Cana-
da through various funding agreements and legislated arrange-
ments. The largest of these, Territorial Formula Financing (TFF),
will provide $1,712.5 M in 2020-21, up 4.3% from last year. The

Revenues From Third-Party Agreements $262.2
2020-21; GN Finance -12.8%

The GN receives revenues from the federal government
(~98%) and other organizations (~2%) through agreements
that set out specific requirements about how the GN must
spend the money. These 'strings attached' revenues are differ-
ent from revenues over which we have full control and can
spend freely (e.g. transfers, taxes, etc.). The GN is budgeting to
receive roughly $262 M from third-party sources in 2020-21.
The Main Estimates and Capital Estimates include appendices
that list the latest agreements. Third-party revenues tend to
be difficult to predict, as they are based on the funding choic-
es, budgets, and timelines of external funding organizations.
Additional agreements may be signed later in the year.

Taxes $144.9
2020-21; GN Finance +3.3%

The GN expects to raise almost $145 M in taxes in 2020-21, or
$4.6 M more than what we currently expect in 2019-20. Person-
al income ($31 M, a total slowed by tax relief for low— and mid-
dle-income Nunavummiut introduced in November 2019) and
payroll (536 M) taxes will be the largest contributors, both of
which depend on the quantity and quality of jobs and wages in
the territory. Fuel tax (522 M) will likely continue its strong
growth, thanks to Nunavut’s growing economy. Taxes on tobac-
co ($24 M) and property ($9 M) should remain near their 2019-
20 values. So too should corporate income taxes (521 M), which
depend on the profits of locally-based firms. Together, taxes are
expected to make up 6.2% of the GN’s total revenues, essentially
the same figure as last year (6.3%). According to DBRS, tax reve-
nue across provinces and territories grew by 2% in 2019-20.

TFF is an annual unconditional 'no strings attached' payment 2020-21  2019-20(r)  2019-20  2018-19
that recognizes territories, with our small economies and nar- Personal 30.8 30.7 34.7 37.8
row tax bases, are not able to raise enough revenue on our Income Tax
own to provide public services comparable to elsewhere in Corporate 20.9 205 20.0 28.0
Canada. Other federal transfers include the Canada Health Income Tax
Transfer ($43.5 M), Canada Social Transfer ($15.6 M), carbon Payroll Tax 35.5 34.1 31.8 32.3
levy (520.6 M), and a number of other arrangements through Tobacco Tax 238 232 253 226
Health, Justice, and Family Services. Together, TFF and other Fuel Tax 293 20.8 14.9 18.0
federal transfers make up 80% of total GN revenues (for com-
parison, in New Brunswick this number is 36% and BC 16%). Property Tax 8.8 8.4 7.0 8
Insurance Tax 2.8 2.6 2.2 2.4
Total 144.9 140.3 135.9 148.8
Main Estimates Revised Estimates Main Estimates Actual
Revenues 2020-21 2019-20 2019-20 2018-19
TFF and Other Federal Transfers 1,837.0 1,752.9 1,737.5 1,676.4
Revenues From Third-Party Agreements 262.2 300.6 200.6 203.6
Taxes 1449 140.3 135.9 148.8
Revolving Funds 42.2 37.8 30.5 35.3
Other Own-Source Revenues 48.7 48.2 44.6 57.2
Prior-Year Recoveries 13.0 13.0 13.0 12.6
Total Revenues 2,348.0 2,292.8 2,162.1 2,134.0
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3.2%
-0.4 p.p.

Territorial Tax-to-GDP Ratio
2020-21; GN Finance

One way to measure both the sophistication of an economy
and the relative burden of a tax regime is the government’s tax
take as a share of total gross domestic product (GDP). In Nu-
navut we forecast the 2020-21 share will drop to just over 3%,
a low figure (Ontario’s ratio is about 10%, while PEl is roughly
15% and Alberta 7%; federally the ratio is 10%) that reflects
the territory’s small tax base and the high level of federal
transfers that sustain government operations.

Cannabis: We expect cannabis revenues—collected on Nu-
navut’s behalf by the Canada Revenue Agency (CRA)—to
remain modest, at roughly 580,000 per year. Like the rest of
Canada, Nunavut continues to face steep competition from
the illegal market—including sophisticated online sales—
whose established distribution networks and price competi-
tiveness have proven difficult to undermine. Cannabis can be
legally purchased in Nunavut through agents licensed by the
Nunavut Liquor and Cannabis Commission (NULC). A list of
these can be found at www.nulc.ca.

Carbon Pricing: The CRA began collecting the federal carbon
levy in Nunavut on July 1, 2019. Carbon revenues were first
remitted to the GN this past December. This money is distrib-
uted to Nunavummiut through the at-the-pump Nunavut
Carbon Rebate (NCR; currently worth 50% of the tax im-
posed on consumers) and a series of personal tax credit en-
hancements (increasing the Basic Personal Amount to
516,000 and the Cost of Living Tax Credit to $1,500) and a
reduction in the small-business tax corporate income tax
rate from 4% to 3%. In April 2020 the levy will increase from

520 per tonne to $30.
Revolving & Other Own-Source Revenues $90.9
2020-21; GN Finance +5.7%

The GN generates revenue in a number of ways aside from tax-
es. In 2020-21, for example, we expect to collect $20.7 M in
rent from GN employees in staff housing, and expect to collect
another $28.0 M from a wide variety of miscellaneous reve-
nues. Examples of revenues in this ‘other’ category include
money collected from licensing and service fees, penalties and
fines, insurance proceeds, and interest revenues.

The GN also raises revenue through its revolving funds, in par-
ticular the Petroleum Products Division ($31.5 M, net cost of
goods sold worth $171.5 M) and Liquor Commission ($10.7 M
net cost of goods sold worth $9.4 M). Revolving funds operate
outside the GN'’s core operations and—within certain limits set
in law—keep the revenues they earn in one year to fund their
own operations the next year. The GN includes these revenues
in the Main Estimates and reports them annually in our year-
end financial statements.

Prior-Year Recoveries $13.0
2020-21; GN Finance —

The GN expects to report roughly $13 M in prior-year recoveries
in 2020-21. These revenues are earned when the GN recovers
money after spending it; for example, when the GN is provided
a refund for the purchase of goods subsequently returned. All
recoveries are recorded in the Public Accounts.

Expenditures
Departmental Expenditures $1,959.7
2020-21; GN Finance -5.0%

The GN is budgeting $1.96 B worth of departmental spending in
2020-21. This is the total amount the GN seeks to appropriate
through the Capital Estimates and Main Estimates. Of this,
$1,816.7 M will go to operations and maintenance (O&M) and
$143.0 M to new capital projects.

Operations wise, the GN is appropriating $77.1 M more for
O&M than the $1,739.6 M included in the 2019-20 Revised Esti-
mates (+4.4%). Over half of this year’s increase will go to the
Department of Health, which will see its funding rise by $37.9 M
to a total of $469.0 M, year-over-year growth of 8.8%
(nationally, health has been growing at 3.5% and education at
2.6%). Although a smaller dollar value, the largest increase in
percentage terms is the $10.0 M in new money destined for the
Department of Finance (+11%), in part to fund the new Nunavut
Carbon Rebate. Education (+$9.4 M), Family Services (+$8.4 M),
and the GN’s contribution to the Nunavut Housing Corporation
(NHC, +56.5 M) will receive similar increases, though in percent-
age terms the growth is more modest. For all non-Health and
Education spending, we expect total O&M growth of 2.7%.

O&M Spending
500 ‘19 Revised vs ‘20 ME; SM
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In terms of capital, we forecast $143 M in new spending in 2020-
21 (down 19% from what was appropriated in 2019-20). While
this figure appears to be a sharp decline from the $323.0 M ulti-
mately appropriated in 2019-20 (Revised Estimates, -56%), capi-
tal carryovers—capital spending that is pushed to future years,
largely due to construction delays associated with the difficulty of
building in the Arctic—mean these two numbers are not perfect-
ly comparable. The revised 2019-20 figure, for example, includes
not only the $177.5 M appropriated for new capital in the 2019-
20 Main Estimates, but also $142.7 M ‘carried over’ from uncom-
pleted 2018-19 projects. The remaining $2.8 M went to supple-
mentary capital projects. We expect a similar amount for capi-
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Main Estimates Revised Estimates Main Estimates Actual

Expenditures 2020-21 2019-20 2019-20 2018-19
O&M Expenditures 1,816.7 1,739.6 1,735.5 1,712.9
Capital Expenditures 143.0 323.0 177.5 191.7
Departmental Expenditures 1,959.7 2,062.6 1,913.0 1,904.6
Net Change in Capital Assets* 61.3 (81.1) 12.3 (17.1)
Expenses Related To Revolving Funds* 45.2 445 40.2 341
Expenses Under Third-Party Agreements 262.2 300.6 200.6 157.5
Operations Expenses 2,328.5 2,326.6 2,166.1 2,079.1
Supplementary Requirements 50.0 225 30.0 0.0
Total Projected Expenses 2,378.5 2,349.1 2,196.1 2,079.1

*Projected values for net change in capital assets and expenses related to revolving funds are not published elsewhere. We publish final figures each
year as part of Schedules B.1 and B.3 of the GN’s non-consolidated financial statements. Net Change in Capital Assets is equal to capital spending

minus current-year carryovers minus net transfers to capital assets plus amortization.

-tal carryovers in 2020-21, which will ultimately push this year’s
total capital appropriations higher (and be reflected in the 2020-21
Revised Estimates).
Capital Spending
‘19 ME vs 20 ME; S M
50
40

30

20
10 I
_ oL i

OLA EIA FIN HR JUS CH EDU HEA ENV CGS EDT FS NHC NAC

2019-20 = 2020-21

Carryovers are authorized through supplementary appropriations,
generally early in the new fiscal year.

Capital Carryovers
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Operations Expenses $2,328.5
2020-21; Non-consolidated +0.1%

Operations expenses build on the core departmental expendi-
tures for O&M and capital by adding other expenses not part
of the GN’s appropriations to departments. These include ex-
penses related to operating the liquor, petroleum, student,

and public stores revolving funds ($45.2 M), as well as spending
incurred under third-party agreements ($262.2 M). As we spend
this money on behalf of external organizations, we do not appro-
priate it in precisely the same way as departmental spending.

Operations expenses also include the net change in capital as-
sets, an adjustment related to how the GN accounts for the ac-
quisition and consumption of capital assets, repayments on capi-
tal leases, and amortization. This adjustment fluctuates depend-
ing on capital appropriation plans and how quickly projects are
completed. As the GN often carries over capital appropriations
from one fiscal year to the next (recognizing that approval for
multi-year capital projects extends until the project is complete,
even if we do not spend money in a year as planned), this adjust-
ment is finalized only when we prepare year-end financial state-
ments.

On this basis, the GN expects (assuming no additional third party
agreements) operations expenses to total $2.33 B in 2020-21, a
year-over-year increase of just 0.1%. By comparison, DBRS esti-
mates total provincial spending went up 3.2% in 2019-20, though
in recent years the rate has varied from 1.7% to 6.4%.

Operations Expenses
2020-21, by type

H Compensation &
Benefits

® Grants & Contributions

M Other Expenses

M Third-Party Agreements

Capital

Amortization

Supplementary Requirements $50.0
2020-21; GN Finance +66.7%

The GN is setting aside $50 M for contingencies and unallocat-
ed funding in 2020-21. This funding is used to help cover
spending overruns by departments, and to add some fiscal
cushion in case of revenue shortfalls, unforeseen events, and

2020-21 Fiscal and Economic Indicators | 3



Operating Surplus (Deficit)

Summary of Operations

Main Estimates Revised Estimates Main Estimates

2020-21 2019-20 2019-20
Total Revenues 2,348.0 2,292.8 2,162.1
subtract. Operations Expenses (2,328.5) (2,326.6) (2,166.1)
subtract: Supplementary Requirements (50.0) (22.5) (30.0)
Projected Operating Surplus/(Deficit) (30.5) (56.3) (34.0)
emergencies. Negative numbers indicate funding was lapsed by ~ Consolidated Results new

departments and therefore went unspent. Assuming the GN
spends all $50 M in contingencies, we are projecting total ex-
penses will come to $2,378.5 M in 2020-21, up 1.3% from the
revised figure of $2,349.1 M in 2019-20.

Total Spending per Capita $60,055
2020-21; GN Finance -0.9%

Climate, geographic remoteness, and a small, monopolistic
commercial market make the provision of public services in
Nunavut more costly than in the rest of Canada. Even so, we
track spending carefully, to ensure the GN does not spend be-
yond its means. One measure is to divide total spending by the
territory’s population. We expect this per capita figure to shrink
by 1% in the upcoming fiscal year, to $60,100 (in comparison,
the figure in a typical province like Manitoba is $13,000). Also
worth measuring is public spending as a percentage of GDP. We
expect its share of the total economy will hit 52% in 2020-21
(against 24% in Manitoba, according to DBRS).

Financial Performance

($30.5)
+525.8

Operating Deficit
2020-21; GN Finance

The GN currently projects an operating deficit of $31 M in
2020-21, equal to 1.3% of revenues. This is the total amount
the GN expects to spend over its projected revenues. The final
figure will depend on how much of the contingency fund re-
mains unused at the end of March 2021, how much money
departments have left to lapse or capital to carry over at the
end of the year, and the final accounting charge related to
capital assets. This number will be made available in the 2021
Public Accounts.

Projected Deficit-to-GDP Ratio
2020-21; Non-consolidated

-0.7%
+2.1 p.p.

We compare the size of the GN’s projected operating surplus
to the size of the economy (measured by nominal GDP) to help
understand the government’s fiscal health. A positive number
indicates the government is in surplus, while a negative num-
ber indicates the government is spending more than its reve-
nues. Assuming the GN fully spends its $50 M contingency and
revenues grow as forecast, we expect the GN’s non-
consolidated deficit-to-GDP ratio will be just under 1% in 2020-
21, 1 percentage point better than the results expected for
2019-20. Federally, the Parliamentary Budget Officer projects
a 2020-21 deficit equal to —1.0% of GDP.

2020-21; GN Finance —

The Main Estimates present figures on a non-consolidated ba-
sis, as some public operations—such as those of QEC, the Nu-
navut Business Credit Corporation, and the District Education
Authorities—are not voted on by the Assembly and therefore
remain outside the appropriations process used by core gov-
ernment departments and funds. Even so, these activities are
reported at the end of the year in the consolidated Public Ac-
counts, which include adjustments to eliminate double-
counting from budget transactions across government entities.

In addition to the Main Estimates, this year the GN will submit
a Consolidated Budget during the winter legislative session.
This document will provide a comprehensive financial look at
all government and government-controlled entities, and will
more accurately forecast the numbers ultimately presented in
the end-of-year Public Accounts.

Our early forecast is for the following consolidated totals:

Revenues $2,621 M Net Assets $2,826 M
Expenses $2,604 M Net Fin Assets S172 M
Surplus S17 M Amortization  $140 M
Net Financial Assets $168.0
2020-21; Non-consolidated -3.4%

Net financial assets (or debt, when negative) measures the
difference between how much the GN owes (our liabilities) and
how much in liquid assets we have on hand to pay off these
debts (our financial assets). This is why the measure is often
called a government’s ‘future revenue requirements’ (any debt
will need at least an equal amount of revenue if it is to be paid
off in the future).

Changes in net financial assets are tracked in the Main Esti-
mates. This statement records write-downs and net gains from
the sale of capital assets. It also backs out accounting alloca-
tions, so the total reflects a cash rather than accrual position.

On top of the GN's operating deficit of -$30.5 M, we expect to
report an upward change to tangible capital assets worth $24.5
M, based on accounting adjustments for capital acquisition (-
$62.7 M), write-downs ($0), and amortization ($87.1 M). As a
result of these and a few other smaller adjustments, the GN
expects to decrease our net financial asset position by $6.0 M.
This will leave us with net assets at the end of the year worth
$168 M, equal to 3.7% of GDP.
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Change in Net Financial Assets
PA & 2020-21 ME; $M
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Net Assets (‘Accumulated Surplus’) $1,711.0
2020-21; Non-consolidated -1.7%

Net assets is the total value of the GN’s recognized economic
resources. This figure considers the worth of all GN assets, both
financial (like cash) and tangible non-financial (such as build-
ings, equipment, and vehicles), then subtracts the GN’s total
liabilities. The total reflects all past operating surpluses and
deficits, as well as any adjustments due to re-measurement.
We forecast the GN’s net assets to decrease by $30.5 M in 2020
-21, in line with our operating deficit. We currently expect to
end 2019-20 with net assets of $1,741 M, and so project a de-
crease to $1,711 M in total assets by the end of 2020-21. Most
of this net value comes from the GN’s tangible non-financial
assets like health centres, schools, and tank farms, which
means that while these assets make the GN's delivery of ser-
vices possible, it would be difficult to realize this value through
sale on an open market.

Canadian Fiscal Conditions: Provincial and territorial
fiscal conditions generally improved in 2019-20, with the
economic powerhouses of Ontario and Quebec leading
the way. An improved national economy, rebounding
export performance, stronger population growth (driven
in large part by generationally-high immigration levels),
increased federal transfers, and a renewed focus on bal-
anced budgets have generally improved fiscal conditions
for all levels of government. Even Alberta, Newfound-
land, and Saskatchewan—provinces hit hard by the
sharp decline in oil prices—have begun to turn the cor-
ner. Federally, the October 2019 election returned a mi-
nority Liberal government. We await their first budget,
but in the meantime expect further deficit-financed
spending (though federal revenues may continue to
grow at a faster rate than has been budgeted) and a
heavy emphasis on public investment. The Liberal win
also likely signifies the entrenchment of carbon pricing,
at least at the national level.

Net Assets

$2,000 non-consolidated; SM
$1,500
31,000 - 1,567 1,543
$500 -
so — IRV 168 [
2019-20(r) 2020-21
B Net Financial Assets Total Non-Financial Assets

Ransomware Attack: On November 2, 2019 the GN’s computer
servers were frozen by malicious software originating from an

unknown outside source. This forced the GN to replace all of its
servers and restore the government’s files to a backed-up ver-
sion. No data was accessed or stolen through this breech, but

the event did cause several weeks of significant disruption to GN
operations. We expect to submit a total cost to the Assembly

this spring.

GN Surplus/Deficit

190 non-consolidated; $M

146 149

1
40 122 123

-60 56

GN Financial Statements—Waterfall
non-consolidated; SM

2020-21(f) 2019-20(r)
TFF | 1,713 1,642
Third-Party | 262 301
Other Transfers | 125 111
Taxes | 145 140
Other Revenues ] 91 86
Recoveries : 2,348 13 2,203 13
Revenues |——— |
Compensation & Benefits | -608 =375
Grants & Contributions | -514 -493
Other Expenses | -733 -709
Third-Party Expenses* ] -262 -301
Capital | -124 -168
Amortization | -87 -21
Supplementary..._ -50 -23
Operating Surplus (Deficit) | -30 1-56
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0.5%
-0.3 p.p.

Interest-to-Revenue Ratio (%)
2020-21, Non-consolidated; GN Finance

The interest-to-revenue ratio, also known as the debt service
cost ratio or ‘interest bite’, measures how much of GN reve-
nues are taken up by servicing the government’s non-
consolidated debt (including the Nunavut Energy Savings Pro-
gram). The combination of legislated debt restrictions, a history
of low borrowing levels, a relatively high level of tied or third-
party funding, and still-low interest rates will keep Nunavut’s
ratio under 1% (based on $10.7 M in spending on financing ac-
tivities), a 0.3 p.p. improvement from 2018-19. Nationally, the
latest figure is 7%—though this varies from 3% in BC to 12% in
Newfoundland.

Total Government Borrowing $452.0
Dec 31, 2019; GN Finance +1.5%

The Government of Canada limits how much debt the three
territories can take on, including both actual borrowing and
contingent liabilities. The GN’s current borrowing limit is legis-
lated at $650 M. As of December 31, 2019, total government
borrowing was $452 M (equal to 9.9% of GDP), leaving $198 M
in available borrowing room. The GN uses most of its borrowing
room to guarantee loans and credit facilities extended to the
Qullig Energy Corporation (QEC, $199.7 M), the lgaluit airport
project ($154.0 M), and the Nunavut Housing Corporation
(510.0 M). The rest is made up of GN obligations related to capi-
tal leases ($61.1 M) and mortgages ($0.4 M), and the Nunavut
Energy Management Program (NEMP, $26.6 M). Total borrow-
ing increased slightly from March 31, 2019 (+1.5%), up $6.8 M.

GN Authorized Borrowing
Dec 31, 2019; $M

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

== == Authorized Borrowing Total Government Borrowing

The growth in debt was driven by a slight increase in QEC bor-
rowing and the NEMP, though some of this was offset by a de-
cline in capital lease and airport debt. Going forward, the GN
expects to spend $7.9 M on principal and interest repayments
for capital leases and make no payments for mortgages in 2020-
21. Another $1.8 M will be made in payments for the Igaluit air-
port and $1.0 M for the NEMP. For comparison, federal debt is
equal to roughly 31% of Canadian GDP (nationally, combined
provincial and territorial debt has risen from $417 B to nearly

810 B since 2008, increasing the debt-to-GDP ratio from 37% to
25%, though trend has now stabilized).

Gross Consolidated Debt-to-GDP

25% - Issued debt; nominal GDP

20%

15% -

10% -

5% -

o A S O Q N " > g \2) o A > o D Q
S N N S "y ne ne A% e he > e N Y N W
Q& Qéa QQ/\ 00% Q@ Q\’Q Q\’\, Q'O/ Q\”)’ Q\’b‘ D’é’) 0'\’% Q<’\ Q\(’b %'0 Q:‘v.\
v Vv v v v v v v Vv v v v v v ’»Q'\/ ,LQ'\/
Credit Rating AA low
Dec 2019; DBRS no change

A government’s credit rating is an evaluation of its credit risk, or
how likely it will be able to pay back its debt in the future. DBRS
Canada provides a yearly credit rating for the GN (as well as
other governments within and outside of Canada). In December
2018 the GN was issued a AA low (stable trend) credit rating by
DBRS. This high score reflects the GN’s low risk of default. As-
suming credit conditions do not change, the GN should expect
to keep this rating as long as we maintain fiscal discipline. Nu-
navut’s first credit rating was issued in August 2012 by Moody’s;
the rating they issued was Aal.

Province/Territory DBRS Credit Rating

BC AA high
Saskatchewan AA
Alberta AA
Nunavut AA low
NWT* AA low
Ontario AA low
Quebec A high
Manitoba A high
New Brunswick A high
Nova Scotia A high
PEI A
Newfoundland Alow
Yukon* A low

*|ssued by other rating agencies, but converted to DBRS-
type scoring. *or " indicate change (including outlook) since
previous FEI.
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Key Economic Indicators

The following indicators provide insight into the current state of Nu-
navut’s economy and illustrate how it has evolved over time. We
look to these trends to evaluate policy and to forecast future eco-
nomic developments. Careful interpretation of the figures is re-
quired, however, as each indicator is accompanied by both
strengths and weaknesses. All figures are subject to frequent revi-
sion by Statistics Canada (StatsCan) and other agencies.

Nunavut’s Economy

Nominal GDP $4,570
2020 estimate; S M (CBoC) +15.7%

Nominal gross domestic product (GDP) measures the total
market value of all goods and services produced in a region. It
is the broadest measure of economic activity. In January, the
Conference Board of Canada (CBoC) projected Nunavut’s nom-
inal GDP may reach $4.6 B in 2020, $621 M (a bullish +16%)
higher than their latest forecast for 2019. This remarkable
growth continues to be primarily driven by the mining sector.
Gold mines at Meadowbank and Hope Bay produced a com-
bined 408,000 ounces of gold in 2018, while an estimated 5.1
M tonnes of iron ore were shipped out of Mary River. We ex-
pect the 2019 figures will be even higher. By 2022, gold pro-
duction is expected to reach more than 1 million ounces, with
new facilities at Meliadine, Meadowbank’s satellite deposit at
Amaruq, and Sabina’s Back River project being fully brought
online. Baffinland, owner of Mary River, has announced plans
to build a railway to Milne Inlet and dramatically increase an-
nual production —though this plan faces significant local oppo-
sition and has not yet received regulatory approval.

Real GDP $3,784
2020 estimate; S 2012 (CBoC) +12.9%

Real GDP adjusts for inflation by reducing nominal GDP growth
by the rate at which prices for goods and services grow from
one year to the next, leaving prices constant. Taking price
changes out of GDP estimates provides a more accurate pic-
ture of how a territory’s actual production or ‘real income’
evolves over time. The CBoC estimates that Nunavut’s real
GDP will grow by 13% (or $433 M) in 2020, coming in at rough-

Nunavut GDP

StatsCan, CBoC; f = forecast

Real GDP: 0% 5% 12% 8% 13% 13%
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-ly $3.8 B. Nunavut’s long-term economic prospects remain
tied to both the territory’s vast mineral potential—and its de-
pendence on global commodity prices—and workforce educa-
tion and skill development.

Real GDP Per Capita $95,549
2020 estimate; S 2012 (CBoC, GN ) +10.6%

Real GDP per capita is calculated by dividing price-adjusted
output by total population. We track output per person be-
cause average wealth is a useful guide to overall living stand-
ards (though it does not speak to how wealth is distributed
amongst the population). It is also a strong indication of wheth-
er economic growth is keeping pace with Nunavut's rapid pop-
ulation growth. Under current population and GDP forecasts,
we expect real GDP per capita to rise by over 11% in 2020.

Government Share of GDP 25.1%
2020 estimate; % share (CBoC) -0.8 p.p.

Government share of GDP is the total economic activity of a
government (incorporating the public administration, educa-
tion, health care, and social assistance GDP sub-sectors) divid-
ed by the real GDP of the area it governs. The public sector
plays a large role in Nunavut’s economy: the CBoC expects it to
account for more than 25% of all goods and services produced
in 2020. This figure is slightly lower than the estimate for 2019
and Nunavut remains above the national trend. The economic
activity of the federal government, for example, generally con-
stitutes less than 20% of the national economy. Nunavut’s
share is large not only because of the high cost of providing
public services in the far north, but also because the territory’s
private sector is so small.

The Canadian Economy in 2020: The International
Monetary Fund (IMF) forecasts Canadian real GDP
growth of 1.8% in 2020, up from 1.5% the year be-
fore (globally, the expectation is for 2.9% in 2020).
While somewhat improved commodity prices, gener-
ational unemployment lows, and improving industri-
al capacity utilization give reason to think the Cana-
dian economy is headed for further growth, strong

headwinds persist. An increasingly protectionist...

GDP by Sector
% of total; StatsCan 36-10-0400-01
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...America poses a serious geopolitical trade risk.
Meanwhile, relations with China, a key importer of
Canadian food, mineral, and wood products, have

deteriorated dramatically over the past five months.
Perhaps most worrisome is the recent outbreak of
the 2019-nCoV coronavirus, a respiratory infection
that has made tens of thousands sick and threatens
to disrupt global trade.

Business Investment in Capital $1,447.0
2018 (S 2012); StatsCan 36-10-0222-01 +20.9%

Business investment in capital refers to the total amount of
private-sector capital investment in a given year. Firms invest-
ed $1.5 B in Nunavut in 2018 (the latest year with available
data). Most of this went to large investments in non-residential
structures (up 18%, to $831 M), machinery and equipment (up
44%, to $403 M), and intellectual property (down 19%, to $146
M), all driven in large part by the natural resources sector.
AEM, for example, invested heavily in its Meliadine and Ama-
ruq sites, aiming to bring both into production by 2019. Invest-
ment in residential structures declined slightly (down another
9% from 2017, to $45 M), worsening the territory's already
tight housing supply. On top of this business investment, sever-
al important public projects were furthered in 2018 —including
Iqaluit’s port and small-craft harbour project, which is ex-
pected to cost $84.9 M and be completed by late 2020.

Share of Business Investment in Nunavut, 2018
StatsCan 36-10-0222-01

Intellectual
property

rights,

10.2%

Residential

structures,
3.2%

Non-
residential
structures,

58.3%

Labour and Income

Population (July 1) 38,780
2019; StatsCan 17-10-0005-01 +1.7%

We measure total population as of July 1 in a given year. Nu-
navut’s population grew by an estimated 641 people between
2018 and 2019, due largely to high birth rates (Nunavummiut
women have on average three children over their lifetime, the
highest rate in Canada and almost double the national aver-
age). Early estimates have inter-provincial migration at -117.
Nunavut remains Canada’s youngest region, with about half of
residents under 26 (the national median age is 41) and almost
a third—or 12,348 Nunavummiut—under 15. Looking ahead,
we expect total population to reach 39,605 by July 2020, and
for most of this growth to take place in Igaluit, Arviat, and Ran-
kin Inlet.

Nunavut Population
40,000

July 1 total & annual growth; NBS 2.1%
39,000 1.7%
1.5%
38,000 16%
1.3%

37,000 1.4%

1.8%
36,000
35,000 I
34,000

2014 2015 2016 2017 2018 2019 2020(f)

Employment 13,900

2019; NBS & StatsCan 14-10-0090-01 (LFS) +2.9%

Employment refers to the annual average of people holding a
steady job. In 2019 there was an average of 13,900 people em-
ployed in Nunavut, 400 more than last year—a rate of growth
noticeably stronger than the national trend (+2.1%). Despite this
good news, Nunavut’s employment rate (the share of population
aged 15 and over who found at least some employment during
the year) declined slightly, from 54.0% to 53.5% (nationally the
rate is 62.0%). That said, the Nunavut Bureau of Statistics (NBS)
found the largest proportion of net employment gains went to
Inuit workers (+300, against +100 for non-Inuit workers), a posi-
tive development in comparison to previous years. Even so, the
gap between Inuit (45%) and non-Inuit (89%) employment rates
remains wide. While strong economic growth brings important
benefits, we must remember it is only a partial solution to Nu-
navut’s labour market participation problems.

Unemployment Rate
2019; StatsCan 14-10-0090-01 (LFS)

13.4%
-0.7 p.p.
The unemployment rate is the percentage of the labour force
that is unemployed but still actively seeking employment. In
2019 Nunavut’s unemployment rate was 13.4%, down 0.7 p.p.
from 2018. While good news, Nunavut’s labour force participa-
tion rate (the share of Nunavummiut aged 15 and over actively
seeking employment) also fell by 1.1 p.p. in 2019 to 61.8%. This
suggests a growing portion of the Nunavut labour force exists
outside the wage economy.

Average Weekly Earnings $1,429
2019 (Jan-Nov) Industrial Agg; 14-10-0203 +3.5%

According to the latest figures, average weekly earnings in Nu-
navut increased by roughly $48 (+4%) in 2019. Average wages in
goods-producing industries like construction grew strongly
(51,983/week, up 5.1% since 2018), widening the gap with
workers in the services sector ($1,315/week, up 2.1%). This
strong wage growth was partially offset by higher inflation,
meaning real earnings typically increased by only 0.8%. Wages
in Nunavut remain well above the Canadian average of $1,026
per week. This +28.2% differential (down a surprisingly sharp 9.9
p.p. from 2018) is the result of a growing economy, a shortage
of skilled labour, and the high cost of living in the north.

2020-21 Fiscal and Economic Indicators | 8
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Average Earnings

Total Personal Income (tax filers)
2018 T1 Preliminary; GN Finance

== Employment
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$1,088.1 M
+7.2%

Total income comprises all income that tax filers in Nunavut
report, including employment, social assistance, pensions, in-
vestments, and the profits of sole proprietorships and business
partnerships. Tracking total income gives us a sense of how
much money is flowing to Nunavummiut. Total income has
been growing strongly in recent years—over 7% in 2018 alone,
according to the latest preliminary figures. As of July 2019, the
CRA had processed 21,380 tax returns (+4.7% compared to the
same period in 2018) from Nunavummiut, who together report
total income of about $1.1 B for 2018. We expect this repre-
sents roughly 93% of all tax returns for 2018 and that once all
late returns are filed total income will exceed $1.17 B (roughly
85% of which coming from employment).

Median Income (tax filers) $28,196
2017 T1 Prelim; NBS & GN Finance +7.4%

Median total income is the dollar amount that divides Nunavut
taxpayers in two: half of all Nunavummiut reported earning less
than this amount and half reported earning more. It shows how
much a typical resident makes in a year and—unlike an average
calculation—is not influenced by extremely high or low earnings.
According to early tax data, median total income in Nunavut rose
in 2017, to $28,200 (up 7% from the same period in 2016). With
total income growing at roughly the same rate as the median, we
can infer that income gains in 2017 were divided relatively evenly
between high-income and low-income earners.

Median Taxfiler Income
(all sources, nominal $, by region; NBS)
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Share of Total Income By Highest 10%
2018 T1 Preliminary; GN Finance

33.7%
+0.5p.p.

In 2018, the top 10% of income earners in Nunavut reported
earning in excess of $124,999 each (up slightly from 2017), ac-
cording to our July 2019 results. Together, these individuals
reported earning roughly $366.5 M, which is one third of all
income reported in the territory. This data shows that income in
Nunavut is distributed highly unequally—a situation not entirely
uncommon elsewhere in Canada. However, there are some im-
portant equalizers. First, Nunavut’s progressive tax system
means higher income earners pay more taxes: the top 10% of
income earners paid an estimated 51% of Nunavut’s total as-
sessed personal income taxes in 2018. Also, these figures do not
include the substantial non-income benefits for low earners,
such as subsidized public housing.

Low Income Families 3,630
2017, all types; NBS & StatsCan 11-10-0020-01 +0.8%

The Low Income Measure (LIM) is a relative measure of low
income, set at 50% of median after-tax household income
(518,410 in 2017). The measure is categorized according to
the number of persons present in the household: couple fami-
lies (1,080), lone-parent (1,430) families, and non-family per-
sons (1,130). NBS publishes this measure at the community
level. The most recent data is from 2017, which shows a mod-
est 1% increase in the number of families living below the
threshold. Nunavut’s total number of households is roughly
12,000.

Income Assistance Recipients 14,488
2018; NBS & GN Family Services -3.1%

Income assistance consists of a variety of benefit programs
(including social assistance, the senior citizens supplementary
benefit and fuel subsidy, daycare subsidy, and the Nunavut
Child Benefit) that provide various levels of financial assistance
to people aged 18 or over and their dependents. In 2018, the
latest year available, almost 15,000 Nunavummiut in 6,299
households (roughly 40% of the territory’s population) re-
ceived a payment through this means-tested program. Total
payments equaled $50.4 M (up from $42.3 M in 2017), with an
average payment per family of $7,800.
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Despite lower fuel prices—making the transport of goods to the

Prices and Financial Markets

high arctic more affordable—and federal subsidies, the cost of

Bank of Canada’s Overnight Rate 1.75% basic necessities in Nunavut rose in 2018 by almost 2%. While
Jan 2019; Bank of Canada no change this growth is comparable with in the rest of Canada, the price

gap remains high: as an example, Nunavummiut pay roughly
The Bank of Canada’s overnight or ‘policy’ interest rate is the

rate at which it lends to large banks and other key financial
institutions. Updated eight times per year, this rate affects

twice the Canadian average for apples and oranges, and three
times the Canadian average for carrots and flour.

the interest rates for mortgages, lines of credit, and business Nunavut’s Food Prices

loans. While the Bank—concerned about overleveraged Ca- s - March 2018/19* Retail Prices ($); NBS & Statistics Canada

nadian borrowers—contends it would like to see interest | iy

rates higher than their current level, worries about the health | o o Tt

of the Canadian economy halted further rate hikes in October : .

2018. How quickly business confidence rebounds in 2020 will 8 1204 1003 =

go a long way towards determining how quickly the Bank  *° 713 vos . I o

returns to raising interest rates. $s 1 : - I 281 . - 335 -
50

Consumer Price Index, lqaluit 131.3 IR T o, T g

2019 (2002 = 100), annual avg,- 18_010_0004_01 +1_6% *Nunavut release delayed by NBS due to November 2019 ransomware attack.

The consumer price index (CPI) measures inflation, the Average Monthly Rent, Iqaluit $2,610

change in price of a standard ‘basket’ of consumer goods and 2018, Social housing excluded; CMHC +0.2%

services over time. Price growth slowed in 2019, increasing by
just 1.6%—compared to the Canadian average of 1.9% (for
reference, the Bank of Canada’s inflation target is 2%). Since
2003, annual all-item CPI growth in Igaluit has averaged 1.6%
(against 1.8% nationally). As CPI data exists only for Iqgaluit,
we do not know how quickly prices are changing in other
communities. Also note that CPl does not measure price lev-
els, just how quickly they change. Prices for many goods are
already extremely high in Nunavut relative to the rest of the
country, given the territory’s steep energy and transportation
costs, as well as limited market competition.

Consumer Price Index
Igaluit; 2002 = 100
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——Igaluit Canada

The Canada Mortgage Housing Corporation (CMHC) found
that monthly average rent in Igaluit—the only community in
Nunavut with available data—rose just 0.2% in 2018 to $2,610
(social housing excluded; CMHC estimates 23% of units are
rented by the NHC for social housing, 39% by the GN and Can-
ada for staff housing, and 25% by private companies for the
same). Broken down by unit size, average rent was $2,296 for
a one-bedroom, $2,678 for a two-bedroom, $3,054 for a three
-bedroom, and $3,592 for a four-plus bedroom apartment.
The total universe of rented units fell slightly, to 2,126 (down
2.0%). On the ownership side, lgaluit’s median residential sale
price increased to $522,500 (up 3.8%), likely due to a land
shortage that limited construction activity. Total residential
building permits declined from 61 in 2017 to 51 in 2018, while
residential sales fell slightly, from 36 to 33 (of which 23 were
single-detached and 13 row homes). Statistics Canada esti-
mates 36.5% of Nunavummiut live in ‘core housing need’, a
rate more than double anywhere else in Canada.

CAD-USD Exchange Rate $0.75
2019; Bank of Canada (annual average) -2¢

The CAD-USD exchange rate is the amount in American dollars

(USD) that a person can buy with one Canadian dollar (CAD).

Nunavut Food Price Basket 174.1 Exch . flect trad 4 iust as i cantl i
2018/19,’ NBS, StatsCan 326-0012 +1.8% XChange rates rertlec rade ana, Just as importantly, volatile

The Nunavut food price basket, developed by the Nunavut Bu-
reau of Statistics (NBS), measures the price of 24 select food
items across the territory. While CPl is a useful measure of how
prices change over time, it does not measure the cost differ-
ence between goods sold in Nunavut and those in southern
Canada. With the Nunavut food price basket, the prices of key
goods in the territory can be compared with other jurisdictions.

capital flows that seek out the best return from one country to

the next. The CAD has in recent years closely tracked the price

of oil, and as crude prices have stabilized, so too has the Cana-
dian dollar. Higher interest rates should also prop up the dol-
lar’s value. Overall, the CAD averaged $0.75 USD in 2019, two
cents lower than in 2018. A weaker Canadian dollar makes im-
ports more expensive—reducing the international buying pow-
er of Nunavut consumers and producers—though it does make
exports more attractive to foreign buyers.
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Social Measures

48.5%
+5.5 p.p.

High School Graduation Rate
2017, Gross figure; NBS

The high school graduation rate is calculated by dividing the
number of high school graduates in a given year by the num-
ber of all students eligible to graduate. Low high school reten-
tion is one of the biggest challenges faced by the Nunavut
economy. In the latest data available (2017), the share of 17-
18 year-old Nunavummiut graduating from high school in-
creased by almost 6 p.p. This improvement reflects a roughly
equal cohort of graduation-aged students, but a jump from
260 to 297 total graduates. Despite this progress, much work
remains to be done. For comparison, the national high school
completion rate is 88%.

Public School Enrollment

12,000 FT & PT students as of Sept 30; NBS o83
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Registered Apprentices 168
2018, Major trades; StatsCan 37-10-0023 +9.8%

Registered apprenticeships are jobs with training that help
workers gain recognized qualifications and skills while earn-
ing a living. With Nunavut’s economy facing a shortage of
skilled tradespeople, the GN—through Nunavut Arctic Col-
lege and the Department of Family Services—is working hard
to increase the number of registered apprentices. In 2018,
the latest year with available data, the total reached 168, up
10% from the year before. Electricians (33 apprentices), car-
penters (24), heavy duty mechanics (24), plumbers (18), and
automotive services (8) led the way as the most popular
trade categories. Despite the recent growth in apprentice-
ships, it is important to note the current total is well below
the 2010 peak of 255—and Nunavut lags the other two terri-
tories considerably (606 in Yukon and 504 in NWT).

Education Composition
% of population 25-64, 2018
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Health Centre Visits Per Capita 5.9
2016; NBS & GN Department of Health -11.3%

On average each Nunavummiut made roughly six trips to a
community health centre or (in the case of lqaluit) hospital in
2016 (-11%), the latest year with data available. This number
varies considerably by community, ranging from 1.0 visits per
capita in Igaluit and 16.1 in Qikigtarjuag. Combined, this
equaled 217,168 visits, a 11% decrease year-over-year. Gen-
eral checkups, counselling, and laboratory visits made up 39%
of visits, respiratory infections 13%, and injuries 7%, while
pregnancy and child birth just 3%.

Health Spending
% of public & private, by category; NBS & CIHI

100
90
80
» .
60
50
40
30
20
10

2013 2014 2015 2016f 2017f
B Administration M Capital W Drugs
W Hospitals M Other Health Spending M Other Institutions
Other Professionals Physicians Public Health
Crime Severity Index 319.9
2018, per 100,000 residents; StatsCan 252-0052 +6.0%

The Crime Severity Index (CSI) is a measurement of the seri-
ousness of police-reported crime. The index is weighted by the
seriousness of the crime (as measured by average incarcera-
tion time) and is expressed as a rate per 100,000 residents to
facilitate comparison across jurisdictions. In 2018, Nunavut’s
CSI value increased almost 6%, to roughly 320—the second
highest rate in Canada. Nationally, the figure is 75. Two other
crime tracking statistics also worsened in 2018. The number of
police-reported crimes in Nunavut grew 8%, to 38,119 per
100,000 residents (nationally the rate is 5,488), while the terri-
tory’s homicide rate was up 30% (from 6 incidents to 8). This is
equal to 20.8 homicides per 100,000 residents, a figure well
above the national rate of just 1.8 (down 4% from the year
before).

Mining
Commodity Price Index: Metals & Minerals 570.3
2019; Bank of Canada +1.7%

The Bank of Canada tracks the USD spot or transaction prices of
commodities produced in Canada and sold on world markets.
The value of the Bank's Metals and Minerals Index increased...
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almost 2% in 2019, suggesting gains in precious metals out-
weighed base metal price declines. This continues an upward
trend that started in 2017. However, at the same time energy
prices declined by 2%, as supply growth in the United States
and elsewhere continued to outpace demand. Solar and other
renewable energy sources also enjoyed dramatic increases in
production. We therefore expect to see more emphasis on
consolidation in the Canadian natural resources sector, rather
than production expansion.

Commoadity Prices: Weak global demand and rising trade
tensions meant most commodity prices declined in 2019.
At $61 per barrel, crude oil came in 510 below the World
Bank’s forecast—and is expected to average just S58 in
2020. Base metals declined 5% as well, adding further
weight to Nunavut’s sluggish mineral exploration activi-
ty: preliminary 2019 figures show spending in Nunavut
fell by a modest 4%, to 5144.3 M. Data for 2018 tells a
similar story, with claims and leases both down signifi-
cantly (from 3,699 to 2,855 and 487 to 470, respectively),
though the number of prospecting permits rose from 78
to 147 (+88%). One bright spot, however, was continued
strong demand for precious metals. A high price for gold
has done much to drive Nunavut’s record production.
Looking ahead, the World Bank expects energy and met-
als prices will continue to fall in 2020—though gold could
do the opposite and climb even further. Agricultural pric-
es, which fell 5% in 2019, are expected to stabilize. Note
that these forecasts were released before the latest out-
break of coronavirus—an epidemic that has already
effectively shut down large parts of the Chinese economy

for a prolonged period.
Total Mineral Production $1.16 B
2018 preliminary (S B); Natural Resources Canada +5.8%

Total mineral production is the value generated by all minerals
extracted in Nunavut in a given year. The 2018 preliminary
value was $1.2 B, up almost 6% from 2017. Of this, $595 M
came from gold production (11,359 kilograms produced, down
8%) and $564 M from iron (4,947 tonnes produced, up 24%).
Across Canada total mineral production grew significantly as
well, up 3.7% in value to $47 B (giving Nunavut a 2.5% national
share, up 0.6 p.p.). The higher mineral value reflects the in-
creased production at Baffinland’s Mary River iron mine, as
well as higher gold prices and the ramp-up at TMAC’s new
Hope Bay facility offsetting production declines at AEM’s aging
Meadowbank site.

Average Spot Price
USD; gold per toz, iron per dry tonne

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

——Gold Iron

Gold Price
2019; USD/troy oz (World Bank)

$1,393 USD
+9.7%

The price of gold averaged almost $1,400 US per troy ounce in
2019, up 9% from 2018. Recent months have seen gold trade
even higher, at $1,511. High prices and looming production
declines led to $33 B worth of industry mergers in 2019. The
precious metal is currently mined in Nunavut at AEM’s Mead-
owbank (including the Amaruq satellite deposit) and Melia-
dine sites, the latter two of which first achieved commercial
production in 2019. TMAC’s Hope Bay is producing as well,
and Sabina’s Back River project is expected to see drilling com-
mence in March 2020.

Iron Ore Price $94 USD
2019; USD/dry ton (World Bank) +34.6%

Iron ore averaged almost $100 per dry ton in 2019, an increase
of more than a third from 2018. This increase reflects the nega-
tive supply shock caused by a catastrophic dam failure at a
Brazilian iron mine owned by Vale. However, prices will likely
fall in 2020 as supply recovers, alongside tariffs and continued
overcapacity in the steel industry amid soft global demand. A
prolonged coronavirus-induced shutdown of Chinese im-
ports—which now appears likely—will only worsen this trend.
In Nunavut, considerable controversy surrounds Baffinland’s
Mary River expansion plans. The recent high prices encouraged
the company to apply to the Nunavut Impact Review Board
(NIRB) to increase production from 6 M to 12 M tonnes per
year and to construct a 110 km railway to Milne Inlet. Howev-
er, the Qikigtani Inuit Association (QIA), who manages most of
the land occupied by the mine, refuses to support the compa-
ny’s proposal, citing caribou migration and other hunting con-
cerns.

Uranium Price $26 USD
2019; USD/pound (Cameco) +4.3%

Uranium prices continued their modest gains in 2019, up al-
most 5% from the previous year. However, despite more fa-
vourable price conditions, deposits in Nunavut remains stuck
at the exploratory stage. In 2015 the mining firm Areva (now
known as Orano) stated that prices for the commodity were so
low that it could be up to two decades before its Kiggavik
property in the Kivalliq region becomes viable.

Diamond Price
2019; FRED Export Price (Dec 2013 = 100)

101.5

no change

Diamond prices were unchanged in 2019, according to the US
Federal Reserve's index of export prices. Argyle, Australia’s
largest diamond mine, is set to close in 2020. Production at
NWT’s Ekati and Diavik mines are slowing as well, further
tightening global supply. In addition, synthetic diamonds have
emerged as a realistic alternative and this may displace some
demand. In September 2018, De Beers Group bought Pere-
grine Diamonds for $107 M, suggesting interest in developing
the junior firm’s high-quality Chidliak project near Iqaluit.
Chidliak holds an estimated 17.96 M carats.
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