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Federal stimulus grows to $52 billion
March 25, 2020
Just one week ago the Government proposed a $27 billion stimulus package including two income support benefits, as well as $55
billion in tax deferral for individuals and businesses. Today, Finance Minister Morneau outlined a new merged benefit for workers
who lose their incomes due to the health and economic effects of the virus.
With new spending of $25 billion, the total deficit this year will likely be close to $110 billion, rather than the $28 billion the Government projected in the fall. The new Canada Emergency Response Benefit, merges the previously announced emergency benefits
and expands eligibility to furloughed workers who remain employed but are unable to work, in addition to those who lose their jobs
altogether and the previously announced 10% wage subsidy for those who keep going to work at small businesses. Together, the
measures approved by Parliament this morning total 2.3% of GDP, up from 1.2% earlier.
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closer to those announced by other governments worldwide, who continue to announce new measures as well.
Still, support for workers does little to help businesses pay non-labour expenses. Short-term tax deferrals will help smooth out near
-term cash flow issues, but will not keep rent, leases, and interest on existing debt from sinking businesses without any income. If
physical distancing measures drag on, cash flow problems may quickly become solvency problems and layoffs could go from temporary to permanent. If their employer has failed when they’re ready to go back to work, temporary income support from the Government will be little comfort to unemployed workers.
The Government should continue to look at credit support for medium and large firms, and consider lending with loan forgiveness
for smaller firms that meet certain conditions (e.g., those that continue employing or paying employees through the disruption). The
Prime Minister suggested more help for businesses was on the way, and we hope it comes soon.

Colin Guldimann |Economist | 416-313-2781 | robert.hogue@rbc.com

rbc.com/economics

The material contained in this report is the property of Royal Bank of Canada and may not be reproduced in any way, in whole or in part, without express authorization of the
copyright holder in writing. The statements and statistics contained herein have been prepared by RBC Economics Research based on information from sources considered
to be reliable. We make no representation or warranty, express or implied, as to its accuracy or completeness. This publication is for the information of investors and business
persons and does not constitute an offer to sell or a solicitation to buy securities.
®Registered trademark of Royal Bank of Canada.
©Royal Bank of Canada.

