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After nine years of Liberal government, Québec voters elected a minority Parti Québécois government 
and their first ever female Premier in Pauline Marois. With 54 seats, the PQ fell nine short of securing 
a majority in the province’s National Assembly. The incumbent Liberals secured Official Opposition 
status with 50 seats, and the upstart Coalition Action Québec (CAQ) won 19. Québec solidaire closed 
the rankings with two seats. A PQ minority government had been anticipated by most opinion polls over 
the last weeks of the campaign.

The new government will need to get down to the job of implementing its election platform within a 
challenging fiscal environment. Recall that the former Liberal government had projected a budget deficit 
in the current fiscal year. While at 0.7% the shortfall relative to the size of the economy is relatively 
low and below the Canadian provincial average of 1.4% in FY 2011-12, the debt-to-GDP ratio (51%) 
remains lofty (see chart).  

We present a summary of the new governing PQ party’s election platform in table 1. The government’s 
minority status suggests that it might need to consider policies of other parties in order to gain enough 
votes to pass legislation. For that reason, we have also included their policies in the table.

Perhaps most importantly, Ms. Marois has departed from her predecessor and from the leader of the 
CAQ by not specifically committing to achieving a balanced budget target of FY 2013-14. Instead, she 
has said that her government “doesn’t want to be in deficit and will make all possible efforts” to avoid 
that outcome.     

Compared to the status-quo budget profile, the PQ platform would modestly raise near-term deficits 
and lower medium-term surpluses.  The platform promises new annual spending commitments of $0.9 bil-
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target of FY 2013-14. The PQ platform includes modest new annual spending commitments of $0.9 
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dence from the rest of Canada remains the PQ’s ultimate goal, but a referendum during this mandate 
is unlikely given the new government’s minority status.
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lion by the end of a five-year mandate. These commitments 
include an additional 15,000 daycare spaces ($0.18 billion) 
and the cancellation of the university tuition increase ($0.15 
billion). That increase, proposed by the former government, 
triggered the student strikes/boycotts of last spring.

In order to partially fund these commitments, the PQ 
proposes new revenue measures of $0.3 billion on a net 
basis. New taxes on the table would yield $1.3 billion. 
They include the addition of two brackets to the existing 
3-bracket personal income tax system ($0.6 billion, most 
of it from high income earners), and new hybrid mining 
royalties based on production as well as on profits ($0.4 
billion). The revenue generated by the new taxes would be 
largely offset by the cancellation of the personal portion of 
the fairly recent health premium ($1.0 billion). 

In its platform, the PQ used the economic and fiscal as-
sumptions included in the Province’s March 2012 budget 
as a starting point. On the plus side, these projections still 
look reasonable.  Notably, the March budget prudently as-
sumed real economic growth of 1.5% and 1.9% in 2012 and 
2013, respectively, which is similar to our current forecast.

It is unclear at this stage where the PQ might find support 
to pass its commitments. The Québec solidaire pro-sover-
eignty party supports tax increases to fund social spending, 
but does not have enough seats to secure a majority for 
the PQ. Other key parties did not build in significant tax 
increases in their platforms. In fact, the CAQ’s package is 
tilted towards tax cuts, while its promises are funded largely 
through $2.1 billion in cost savings over five years. There is 

a strong likelihood that some of the PQ commitments will 
not see the light of day or get scaled back in order to reach 
a compromise and gain support.  

In light of today’s result, we are not inclined to change 
our near-term real economic growth forecasts for Québec. 
The proposed spending commitments and tax increases laid 
out by the PQ and the other two parties are not insignificant, 
but nor are they a near-term game changer in light of a $320 
billion economy. We don’t rule out some impact on demand 
and spending in the province due to uncertainty surrounding 
policy changes as well as the re-emergence of a sovereignist 
party in government. But despite the fact that independence 
from the rest of Canada remains the PQ’s ultimate goal, the 
new government is based on a minority, which makes it 
unlikely that a referendum will be held during this mandate. 
Opinion polls over the past few years show support for 
sovereignty at or below 40%. Perhaps more concerning to 
some observers would be the potential longer-term impacts 
on skills and investment from the proposed personal income 
tax changes (among the provinces, Québec already has the 
highest personal tax burden for income earners at the upper 
end of the range) as well as policies meant to limit foreign 
investment in Québec companies.

Lastly, no major reaction has been observed in markets 
following the election. Some of the risks attached to a new 
minority PQ government appear to have already been fac-
tored in, as evidenced by a widening spread between Québec 
and federal government bonds last week when poll results 
started showing the PQ within reach of power. But the in-
crease in differential was only modest (less than 10 basis 
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points – see chart) and the Canadian dollar has remained 
well bid. The market does not appear to be anticipating any 
major shift in the deficit and/or new funding requirements 
in the bond market. Nor is it building in a significant risk 
of a referendum over the foreseeable future. 

This report is provided by TD Economics for customers of TD Bank Group. It is for information purposes only and may not be appropriate 
for other purposes. 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. The 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 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.
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