
Alberta Budget 2025-26 
TIAA Analysis

 February 27, 2025



TOURISM INDUSTRY ASSOCIATION OF ALBERTA  PAGE    1

Table of Contents

Cover images: 
Travel Alberta 

Source: Travel Alberta

1)	 Overall Economic & Fiscal Context				   1

2)	 Tourism-Specific Budget Allocations	 	 	 2

3)	 Infrastructure & Capital Investments			   3

4)	 Workforce & Housing Considerations	 	 	 5

5)	 Business Support & Taxation Implications	 	 7

6)	 Regulatory & Policy Shifts	 	 	 	 	 7

7)	 Indirect Impacts on Tourism	 	 	 	 	 8

8)	 Tables	 	 	 	 	 	 	 	 	 11



TOURISM INDUSTRY ASSOCIATION OF ALBERTA  PAGE    1

TIAA BUDGET ANALYSIS

1.	 Overall Economic & Fiscal Context
	■ Escalating trade tensions are increasingly clouding the global economic outlook. 

In its January report, the International Monetary Fund (IMF) maintained its global 
growth projection at 3.3 per cent for 2025 and 2026. However, trade policy 
uncertainty has intensified with the U.S. threatening new tariffs on its key trading 
partners.

	■ The outlook assumes that Canada will be facing on average 15 per cent tariffs on all 
goods, with the exception of energy products, which will face a 10 per cent tariff. In 
response, Canada is expected to retaliate with tariffs on a broad range of consumer 
goods. These measures are expected to dampen Alberta’s trajectory for growth. 
After expanding an estimated three per cent last year, Alberta’s real gross domestic 
product (GDP) growth is forecast to decelerate to 1.8 per cent in 2025 and 1.7 per 
cent in 2026.
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	■ Budget 2025 includes deficits of $5.2 billion, $2.4 billion and $2 billion over the 
next three years. The government’s fiscal framework was designed to manage 
economic and revenue volatility and includes allowable exceptions for when the 
government can run a deficit, including when there is a significant drop in revenue. 
The government has three years to return to balance after a deficit is reported at 
year-end.

	■ Overall consumer inflation in Alberta will continue to moderate, although retaliatory 
tariffs and a lower Canadian dollar will temporarily drive inflation higher for some 
goods. Inflation is forecast to decline to 2.6 per cent this year down from 2.9 per 
cent in 2024 and the lowest annual rate post-COVID .

	■ Shelter costs – which have been a major contributor to inflation over the past year – 
are set to ease with lower interest rates and increased housing supply (Chart 16). 

	■ Energy inflation is also expected to remain subdued, supported by softer oil prices 
and further moderation in electricity prices. The latter will benefit from expanding 
capacity from renewable projects coming online.

	■ In contrast, a weaker Loonie and retaliatory tariffs imposed by Canada will put 
upward price pressure on goods imported from the U.S. This will lift inflation for 
durable and semi-durable goods, which are both expected to rebound after declining 
1.2 per cent in 2024. 

	■ Over the next few years, headline inflation is expected to gradually ease to around 
two per cent, aligning with the Bank of Canada’s inflation.

2.	 Tourism-Specific Budget Allocations
	■ Tourism and Sport fosters growth in tourism and sport sectors, working with 

Indigenous communities, non-profit organizations, and the private sector to drive 
expansion of the visitor economy and Alberta’s amateur sport system Total expense 
is $133 million in 2025-26, $3 million lower than in 2024-25, and decreases another 
$12 million to $121 million by 2027-28. 

	■ Capital grants increase by $5 million in 2025-26, and then drop back to $10 million 
per year Operating expense declines by $8 million in 2025-26 and a further $6 
million to $111 million by 2027-28, primarily from conclusion of temporary funding 
for tourism initiatives and one-time funding for major sport events.
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3.	 Infrastructure & Capital Investments
Budget 2025 features significant capital investments in education (K-12 and post-
secondary), affordable housing, roads and bridges, health care, municipalities, and other 
priority infrastructure Highlights include:  

	■ $2.6 billion over three years for educational (K-12) infrastructure, an increase of 
$505 million from Budget 2024. This funding will support the construction of more 
than 200,000 new and modernized student spaces over the next seven years (nearly 
90,000 within the next four years) .

	■ $1.1 billion over three years for family, social supports, and housing, an increase of 
$286 million from Budget 2024, to support affordable housing and social supports in 
various locations around the province.

	■ $528 million over three years, $167 million more than in Budget 2024, to support 
the modernization and expansion of post-secondary education facilities.

	■ $2.5 billion over three years to support Alberta’s network of provincially owned 
roads and bridges. This includes $264 million in new funding for highway twinning, 
widening, and expansion projects.

	■ $3.6 billion over three years for health care infrastructure, maintaining capital 
support for health near the record-high amount provided in Budget 2024.

	■ $7.5 billion over three years in municipal infrastructure support, including a $138 
million increase in funding through the Local Government Fiscal Framework or LGFF. 

	■ $25 million for the new Alberta border security initiative, supporting the purchase of 
equipment and the development of border patrol facilities.

With a total of $26.1 billion allocated over the next three years – $1.1 billion more 
than in Budget 2024 – the 2025 Capital Plan addresses current growth pressures, 
supports future economic growth and creates additional opportunities for private sector 
participation. 

	■ This Capital Plan includes $1.7 billion for repair and rehabilitation of roads and 
bridges, $486 million for health facilities, $439 million for post-secondary facilities, 
$411 million for government facilities and information technology, $389 million for 
schools, $169 million for agriculture, forestry and provincial parks, and $131 million 
for the preservation and maintenance of housing and seniors’ facilities.

Arts, Culture and Status of Women 

	■ Total expense is $226 million in 2025-26, a decrease of $25 million from the 2024-25 
third quarter forecast, with an $11 million increase in operating expense offset by a 
$36 million decrease in capital grants. 
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	■ The operating expense increase mainly comprises: a $12 million increase in federally-
funded initiatives under the National Action Plan to End Gender-based Violence; 
a $4.5 million increase for the Alberta Foundation for the Arts (AFA); a $2 million 
decrease in the Community Initiatives Program; a $2 million decrease in support to 
the Glenbow Museum which now will be funded by AFA. 

	■ Expense declines to $211 million in 2026-27, with a $4.5 million increase in 
operating expense for the AFA and a $20 million drop in capital grants, and then 
grows to $219 million by 2027-28, with capital grants $19 million higher and 
operating expense $11 million lower, due to a $16 million decrease as the National 
Action Plan to End Gender-based Violence agreement concludes, partly offset by 
another $4.5 million increase for AFA, which will receive more than $43 million by 
2027-28. 

	■ The capital grants profile reflects completion of several projects in 2024-25, ramping 
up of cash flows for several other projects in 2027-28, and a $25 million decrease 
in 2026-27 for the Community Facility Enhancement Program as the temporary $25 
million bump it received for three years ends.

Forestry and Parks

	■ Total expense in 2025-26 is $403 million, $713 million lower than 2024-25 third 
quarter primarily due to $707 million in 2024-25 in-year disaster and emergency 
expense which does not continue in 2025-26. Operating expense in 2025-26 is $362 
million, a net $4 million higher than 2024-25, with increased funding for enhanced 
wildfire preparation and mitigation partly offset by a number of reductions following 
the program review.

	■ Reductions of $26 million over three years mainly relating to innovation grants, 
education, research and extension activities are redirected to higher priorities. An 
additional $15 million is provided over three years to enhance Wildfire Mitigation 
Strategies and improve preparedness for future wildfire seasons. Operating expense 
decreases by $14 million from 2025-26, to $349 million by 2027-28.

Indigenous

	■ In 2024, the Alberta Indigenous Opportunities Corporation expanded the range of 
projects eligible for loan guarantees to include Indigenous-led tourism initiatives. 
Expense is increasing $0.5 million in 2025-26, to $9 million. To date, the Corporation 
has provided more than $720 million in loan guarantees for projects valued at more 
than $3.4 billion.



TOURISM INDUSTRY ASSOCIATION OF ALBERTA  PAGE    5

TIAA BUDGET ANALYSIS

4.	 Workforce & Housing Considerations
	■ Funding for skilled trades programs, targeting labour shortages, is $135 million in 2025-

26, essentially the same as in 2024-25, with another $271 million allocated over the 
following two years. Programs include apprenticeship delivery, apprenticeship grants and 
adult learning initiatives.

	■ Over the three years 2025-26 to 2027-28, funding for the Film and Television Tax Credit is 
$235 million, for skills and training programs is $193 million, and for the Investment and 
Growth Fund is $45 million.

	■ Budget 2025 delivers on government’s promise to implement a new eight per cent 
personal income tax bracket for income up to $60,000, with full implementation two 
years ahead of the schedule announced in Budget 2024. This will provide Albertans timely 
support to help meet the challenge of the higher cost of living and the potential impacts 
of cross-border trade issues.

Population

	■ Alberta’s population growth is set to slow over the next few years on the back of the 
2025-2027 Federal Immigration Levels Plan. The federal plan targets large net outflows 
of non-permanent residents (NPRs) and slowing immigration, at the national level. As 
a result, Alberta’s net international migration in the 2025 census year is expected to be 
about half of the preceding year’s level. This is due to an unprecedented drop in net NPR 
inflows, from over 90,000 in 2024 to 10,000 in 2025.

	■ Headline population growth is set to pull back to 2.5 per cent in the 2025 census yea 
While this marks a significant slowdown compared with the past two years, the growth 
rate remains robust by historical patterns (Chart 13) Population growth is set to slow 
further in the 2026 and 2027 census years as the full impact of the federal Levels Plan is 
felt, with over 50,000 temporary residents expected to leave the province. This will be 
offset by net inflows of interprovincial migrants (58,500 over two years) and gains from 
immigration and natural increase. Alberta’s population is forecast to grow by 1.4 per cent 
i both 2026 and 2027, followed by 1.6 per cent growth in 2028 as inflows of net NPRs 
become positive once again.

Labour market

	■ Momentum in Alberta’s labour market is slowing following last year’s exceptionally strong 
gains. The province added nearly 63,000 jobs in the fourth quarter, providing a strong 
hand-off for employment in 2025. 

	■ However, fewer job vacancies, heightened uncertainty, and weaker business activity 
are anticipated to hold back hiring among businesses this year. This will weigh on 
employment growth, which is forecast to decelerate from 3.1 per cent in 2024 to 1.9 per 
cent in 2025. 
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	■ Sluggish business investment and weaker exports will hold back employment in 

goods-producing industries such as construction and manufacturing. In contrast, 
service sector employment will benefit from a growing population and easing 
interest rates. Next year, employment growth is forecast to decline to 1.6 per cent.

	■ Slower population growth will help gradually rebalance the labour market in the 
coming years. However, with job gains lagging behind the increase in the working-
age population and labour force, the unemployment rate will stay elevated in the 
near term. It is forecast to peak at 7.4 per cent in 202 before dipping slightly to 7.2 
per cent in 2026. High unemployment is likely t discourage some people from joining 
the workforce. This, along with an ageing population, will keep the labour force 
participation rate muted at around 69 per cent in 2025 and 2026.

Housing

	■ Residential construction activity will be a bright spot this year as supply continues 
to catch up with the rapid increase in population over the last few years. Alberta’s 
housing starts surged to an annual pace of almost 48,000 units in 2024, exceeding all 
other provinces on a per capita basis amid declines in starts. 

	■ Residential building permits are hovering around an eight-year high, an indication 
that homebuilders continue to be optimistic about activity in the short term against 
a backdrop of solid population growth and falling borrowing costs (Chart 14). 

	■ Mortgage rule changes, particularly longer amortizations for first-time home buyers, 
will support demand. Construction of purpose built rental units is also expected 
to stay strong as rental vacancy rates are still historically low levels, even with the 
improvement last year Homebuilding activity will stay robust, averaging around 
43,000 units in 2025. 

	■ An elevated number of dwelling units under construction will also provide an 
additional boost to real residential investment, which is forecast to rise by about 
six per cent this year. Renovation spending is set to turn a corner following a sharp 
decline in 2024. 

	■ Rising costs for building materials, however, will likely dampen growth Housing starts 
are forecast to moderate further, averaging about 41,000 units in 2026 before easing 
to 37,800 by 2028. This will support real residential investment growth of around 
two per cent annually over the medium term. 

	■ With the increase in supply, the level of housing stock relative to household 
formation is expected to move closer to its historical average in the coming years 
Growth in building permits led by the residential segment. 
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The 2025 Capital Plan allocates $1.1 billion over three years to enhance affordable 
housing and social supports across the province. Combined with related CMR funding, 
nearly $1.2 billion is being allocated to housing and seniors’ facilities .

	■ Key initiatives in Budget 2025 include the following investments (each over three 
years): 

	■ $655 million for the Affordable Housing Partnership Program, an increase of $250 
million from Budget 2024, to support the goal of creating 13,000 affordable housing 
units. 

	■ $150 million, including $50 million in new funding, for the Seniors Lodge 
Modernization Program. 

	■ $113 million, including $21 million in new funding, for the Affordable Housing 
Strategy. This strategy funds the maintenance of government owned social housing 
building. 

	■ $92 million, including $25 million in new funding, for the Indigenous Housing Capital 
Program to Indigenous communities to construct, purchase, or redevelop housing 
for Indigenous peoples.

5.	 Business Support & Taxation Implications
Cannabis and vaping tax revenue is expected to be $248 million in 2025-26 as the federal 
tax on vaping products takes effect. Total other tax revenue increases over the forecast 
period to $3.6 billion in 2027-28 and includes revenue growth from fuel taxes, insurance 
taxes, cannabis taxes, and tourism levies, mainly driven by economic activity and 
population growth.

6.	 Regulatory & Policy Shifts
	■ Budget 2025 includes $7.5 billion over three years, or 29 per cent of the total Capital 

Plan, to support various projects and initiatives in Alberta’s municipalities.

	■ Over $3.7 billion of this amount supports municipal community infrastructure 
projects and programs. 

	■ The largest portion is allocated through the Local Government Fiscal Framework 
(LGFF), which provides funding to municipalities to help them advance their local 
priorities. 

	■ Budget 2025 allocates $2.5 billion to the LGFF, an increase of $138 million compared 
to Budget 2024. In addition, $106 million is allocated over the next three years for 
downtown revitalization in the City of Edmonton.
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	■ Another $3.3 billion is allocated for municipal transportation projects and programs. 
About $2.9 billion (including both federal and provincial contributions) is allocated to 
light rail transit (LRT) projects in Edmonton and Calgary. 

	■ The allocation for the Strategic Transportation Infrastructure Program (STIP) is $127 
million over three years. STIP supports small and medium-sized municipalities to 
build or repair transportation infrastructure, to extend its useful life, to enhance 
safety, and to improve the efficiency of transportation infrastructure. 

	■ In addition, $13 million over three years is being allocated to improve traffic safety at 
key locations across the province.

7.	 Indirect Impacts on Tourism
Consumer spending

	■ The impact of tariffs and other retaliatory measures are expected to be felt by 
Alberta consumers. Softer labour market conditions, sluggish business investment, 
and heightened uncertainty will weigh on sentiment and hold back consumer 
spending. After expanding by an estimated 3.2 per cent in 2024 growth in real 
consumer spending is forecast to decelerate sharply to 1.9 per cent this year, 
reflecting a more cautious approach among households.

	■ U.S. tariffs a modest drag on Alberta oil prices. The discount between WTI and the 
Western Canadian Select (WCS) oil price is expected to widen as Alberta producers 
absorb some of the costs associated with U.S. tariffs on Canadian energy products. 
However, the impact will mitigated by a lack of readily available substitutes for 
Alberta’s heavy oil in key U.S. markets. 

	■ The light heavy differential is forecast to widen to an average of US$17.10/bbl in 
2025-26, up from US$13.20/bbl in 2024-25. Infrastructure improvement at the 
Westridge terminal in Burnaby, B.C. will increase loading capacity which should 
provide support to prices later this year. Meanwhile, Trans Mountain is exploring 
options to boost throughput capacity through the use of drag-reducing agents and 
by adding pumps. Enbridge is also planning a 150,000 bpd Mainline expansion by 
early 2027 through optimizations. These enhancements are expected to narrow the 
differential to US$16.50/bbl in 2026-27 and US$15.60/bbl in 2027-28. 

	■ A weaker Canadian dollar will help cushion the blow from the U.S. tariffs, supporting 
WCS prices above C$70.00/bbl over the medium term. Since Alberta oil is priced 
in U.S. dollar a depreciating Loonie increases the value of oil revenues in Canadian 
dollar terms.
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	■ Alberta oil and gas producers are in a good position to manage the challenging 
investment climate, underpinned by healthy balance sheets, resilient demand, and 
additional export capacity. Over the past decade, oil sands producers have achieved 
significant economies of scale and major cost reductions, lowering their break-even 
prices. Even in the face of looming U.S. tariffs, drilling activity in the province surged 
at the start of the year and increased more than six per cent from a year ago. 

	■ Oil production also reached a record high and the value of energy exports jumped 
14 per cent year-over-year in December, buoyed by higher prices and volumes. U.S. 
refineries have begun stockpiling crude oil anticipation of tariffs taking effect.

	■ With demand for Alberta’s heavy crude oil expected to hold up, oil production is 
forecast to exceed four million bpd in 2025, up 2.4 per cent from 2024. Over the 
medium term, oil production is forecast to expand at a modest pace of about two 
per cent annually. This will boost oil exports which will be a key driver of growth in 
Alberta’s overall exports in 2025. 

	■ Higher production, along with rising costs, will lift nominal investment in the oil and 
gas extraction sector by 6.6 per cent in 2025, roughly the same pace as in 202 In 
real terms, however, growth will be largely driven by activity in the oil sands sector, 
where demand will be more insulated from the impact of U.S. tariffs. 

	■ In contrast, conventional investment is forecast to see muted growth this year. While 
drilling activity for natural gas and natural gas liquids (NGLs) will benefit from a 
recovery in prices, tariffs are likely to weigh on U.S. demand for conventional oil, as 
this is more likely to be displaced by rising U.S. domestic production.

Business investment

	■ Business investment in the province will face headwinds from rising input costs, 
heightened uncertainty, and weaker export demand in the U.S. While ongoing 
projects will support investment, some companies are expected to postpone or 
cancel projects that are still in the planning stages. Nominal investment in industries 
outside oil and gas extraction is forecast to grow about four per cent in 2025 
following declines over the last two years, but real (inflation-adjusted) investment is 
forecast to stay roughly flat this year.

	■ Lower commodity prices and business output will translate to weaker corporate 
profits. Tariff levies imposed by the U.S., along with rising costs, are also expect to 
squeeze margins across industries. 

TIAA BUDGET ANALYSIS
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	■ Net corporate operating surplus – a measure of corporate profits and driver of 
corporate income tax revenues – is forecast to fall nine per cent to just over $100 
billion in 2025. This will weigh on Alberta’s nominal GDP, a broad measure of 
income. Meanwhile, growth in primary household income is forecast to ease from 
an estimated 7.1 per cent in 2024 to 4.8 per cent in 2025, in line with slower gains in 
employment and wage.
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