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Toronto, May 11, 2026 -- Moody's Ratings (Moody's) today affirmed the al baseline credit assessment 
(BCA) and Aa2 long-term senior unsecured debt ratings of the Province of Prince Edward Island (PEI) and 
changed the outlook to negative from stable. 

RATINGS RATIONALE 

RATIONALE FOR THE NEGATIVE OUTLOOK 

The change in outlook to negative from stable reflects the downward risk facing PEl's fiscal and debt burden 
trajectories given budgetary challenges including household affordability concerns and global 
macroeconomic pressures including the ongoing trade uncertainty with the US. 

The province's 2026 budget and fiscal plan, which forecasts sizeable deficits through to 2028-29 and implies 
a rise in interest expense, highlights some of the challenges the province is facing. We see further 
downside risks to the fiscal outlook as the province's plans assume an annual 5% reduction in total 
expenditures starting in fiscal 2027-28 which is likely to be difficult to achieve. 

Large and persistent deficits also reduce shock absorption capacity should the economic environment prove 
less favourable than currently assumed. 

The negative outlook also reflects the deteriorating track record of declining budgetary outcomes following 
strong upward surprises in 2021-22. Should this trend continue, it may lead to our re-assessment of the 
province's fiscal management which would add further negative pressure to the rating. 

RATIONALE FOR AFFIRMATION OF BCA AND RATINGS 

The affirmation of the al BCA and Aa2 long-term debt ratings reflects our base line scenario that the 
province will limit the period of weak operating margins, and as consolidated deficits narrow and capital 
spending declines, upward pressure on the debt burden will ease. The affirmation also reflects the 
institutional framework which provides considerable budget flexibility for Canadian provinces and strong 
debt management. 

As with all Canadian provinces, PEI enjoys unfettered access to adjust revenue and spending measures to 
meet budget targets. This institutional strength helps provinces manage economic downturns effectively. 
This budget flexibility will support the province's efforts to align its spending needs, particularly its efforts 
under the Comprehensive Expenditure Review Target to achieve 5% reductions starting in 2027-28, to 
long-term revenue growth prospects. 

Prince Edward Island benefits significantly from federal fiscal transfers designed to reduce disparities 
nationwide and to help ensure key services are comparable across all provinces. These transfers make up 
about 40% of PEl 's revenues, helping to compensate for its limited tax base. The reliability of these 
transfers minimizes the impact own-source revenue volatility may have and therefore supports PEl's budget 
planning. 

The affirmation also captures our forecast that the province will record a material deficit in 2026-27 (12.1 % 



of revenue) and continued deficits until at least 2029-30. Our forecasted path of fiscal deficits incorporates 
the assumption that PEI will implement some savings, but not achieve the full 5% saving target. To finance 
these deficits, we forecast that the province's borrowing requirements will raise PEl's debt burden, 
measured by net direct and indirect debt relative to revenue, to approximately 180% by March 2029. 
Interest expense will also rise but should remain below the province's policy limit of 7.5% of revenue. 

PEl's economy has shown sustained strength in recent years relative to historical levels which will ·help with 
revenue generation and the province's efforts at narrowing the deficits. The province expects its real GDP 
growth to be among the strongest in Canada in 2026, which will support tax revenue. PEI is sheltered 
relative to other Canadian provinces from the ongoing US trade uncertainty which also supports economic 
prospects. Nonetheless, household wealth metrics are lower than the national average which constrains 
PEl's revenue generation capacity and the economy has material concentration in agriculture, food 
manufacturing, fishing and tourism, which leaves the economy vulnerable to weather-related events. 

The Aa2 ratings of the province incorporate the al BCA and our assumption of a high likelihood that the 
Government of Canada (Aaa stable) would intervene in a timely manner to prevent a default. 

ENVIRONMENTAL, SOCIAL AND GOVERANCE CONSIDERATIONS 

The Province of Prince Edward Island's CIS-2 Credit Impact Score reflects that despite some exposure to 
environmental risks, ESG considerations do not materially impact the province's rating. 

PEl's E-3 environmental issuer profile score (IPS) reflects the risk facing the province from physical climate 
and natural capital factors. As a low-lying island in the Gulf of the St. Lawrence, PEI faces risks stemming 
from rising sea levels and changes to sea temperature which could impact the stocks of its fishery sector. 
PEI also faces risk over its management of its fertile land which supports an important agricultural sector. 

The S-2 social IPS reflects the immaterial exposure to most social considerations, with the exception of 
slightly more exposure related to labour and income which tend to be weaker than the national average and 
therefore reduce PEl's revenue generating capacity. 

The G-2 governance IPS reflects the absence of material risk stemming from governance considerations. 

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS 

Given the negative outlook an upgrade of Prince Edward Island's rating is unlikely. The outlook could be 
stabilized if the province demonstrates a capacity to limit the size of deficits and presents a clear, credible 
plan that identifies achievable savings from the Comprehensive Expenditure Review Target which will lead 
to a lower debt burden than currently forecasted. 

Downward rating pressure could arise if the province fails to execute spending restraint plans to align with 
its revenue capacity or presents a lengthy timeframe to return to balance. An inability to maintain a debt 
burden below 200% of revenue would also add to downward pressure. In addition to amplifying the intrinsic 
credit challenges facing the province, these outcomes could lead to our reassessment of the governance 
strength of the province. 

The principal methodology used in these ratings was Regional and Local Governments published in May 
2024 and available at https://ratings.moodys.com/rmc-documents/421891. Alternatively, please see the 
Rating Methodologies page on https://ratings.moodys.com for a copy of this methodology. 

The net effect of any adjustments applied to rating factor scores or scorecard outputs under the primary 
methodology(ies), if any, was not material to the ratings addressed in this announcement. 

REGULATORY DISCLOSURES 

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections 
Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols 
and Definitions can be found on https://ratings.moodys.com/rating-definitions. 



For any affected securities or rated entities receiving direct credit suppo1i/credit substitution from another 
entity or entities subject to a credit rating action (the supporting entity), and whose ratings may change as a 
result of a credit rating action as to the supporting entity, the associated regulatory disclosures will relate to 
the supporting entity. Exceptions to this approach may be applicable in certain jurisdictions. 

For ratings issued on a program, series, category/class of debt or security, certain regulatory disclosures 
applicable to each rating of a subsequently issued bond or note of the same series, category/class of debt, 
or security, or pursuant to a program for which the ratings are derived exclusively from existing ratings, in 
accordance with Moody's rating practices, can be found in the most recent Credit Rating Announcement 
related to the same class of Credit Rating. 

For provisional ratings, the Credit Rating Announcement provides certain regulatory disclosures in relation 
to the provisional rating assigned, and in relation to a definitive rating that may be assigned subsequent to 
the final issuance of the debt, in each case where the transaction structure and terms have not changed 
prior to the assignment of the definitive rating in a manner that would have affected the rating. 

Moody's does not always publish a separate Credit Rating Announcement for each Credit Rating assigned 
in the Anticipated Ratings Process or Subsequent Ratings Process. 

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit 
Ratings available on its website https://ratings.moodys,com. 

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the 
related rating outlook or rating review. 

At least one ESG consideration was material to the credit rating action(s) announced and described above. 
Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit 
analysis can be found at https:1/ratings.moodys.com/documents/PBC 1462204. 

The Global Scale Credit Rating(s) discussed in this Credit Rating Announcement was(were) issued by one 
of Moody's affiliates outside the EU and UK and is(are) endorsed for use in the EU and UK in accordance 
with the EU and UK CRA Regulation. 

Please see https://ratings.moodys.com for any updates on changes to the lead rating analyst and to the 
Moody's legal entity that has issued the rating. 

Please see the issuer/deal page on https://ratinqs moodys,com for additional regulatory disclosures for each 
credit rating. 
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CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT 
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR 
DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND INFORMATION 
PUBLISHED OR OTHERWISE MADE AVAILABLE BY MOODY'S (COLLECTIVELY, "MATERIALS") MAY 
INCLUDE SUCH CURRENT OPINIONS. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN 
ENTITY MAY NOT MEET ITS CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND 
ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMENT. SEE APPLICABLE 
MOODY'S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES 
OF CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY MOODY'S CREDIT RATINGS. CREDIT 
RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, 
MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS, NON-CREDIT ASSESSMENTS 
("ASSESSMENTS"), AND OTHER OPINIONS INCLUDED IN MOODY'S MATERIALS ARE NOT 
STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S MATERIALS MAY ALSO INCLUDE 
QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR 
COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY'S 
CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND MATERIALS DO NOT CONSTITUTE OR 
PROVIDE LEGAL, COMPLIANCE, INVESTMENT, FINANCIAL OR OTHER PROFESSIONAL ADVICE, 
AND MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND MATERIALS ARE NOT 
AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR 
SECURITIES. MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND MATERIALS DO 
NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. 
MOODY'S ISSUES ITS CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS AND PUBLISHES 
OR OTHERWISE MAKES AVAILABLE ITS MATERIALS WITH THE EXPECTATION AND 
UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND 
EVALUATION OF EAc;:H SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, 
OR SALE. 

MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND MATERIALS ARE NOT 
INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE 
FOR RETAIL INVESTORS TO USE MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS 
OR MATERIALS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT 
YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED 
TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE 
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, 
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN 
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY 
PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. FOR CLARITY, NO INFORMATION 
CONTAINED HEREIN MAY BE USED TO DEVELOP, IMPROVE, TRAIN OR RETRAIN ANY SOFTWARE 
PROGRAM OR DATABASE, INCLUDING, BUT NOT LIMITED TO, FOR ANY ARTIFICIAL 
INTELLIGENCE, MACHINE LEARNING OR NATURAL LANGUAGE PROCESSING SOFTWARE, 
ALGORITHM, METHODOLOGY AND/OR MODEL. 

MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND MATERIALS ARE NOT 
INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED FOR 
REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM 
BEING CONSIDERED A BENCHMARK. 



All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and 
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all 
information contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all 
necessary measures so that the information it uses in assigning a credit rating or assessment is of sufficient 
quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third­
party sources. However, MOODY'S is not an auditor and cannot in every instance independently verify or 
validate information received in the credit rating or assessment process or in preparing its Materials. 

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, 
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or 
incidental losses or damages whatsoever arising from or in connection with the information contained 
herein or the use of or inability to use any such information, even if MOODY'S or any of its directors, 
officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility 
of such losses or damages, including but not limited to: (a) any loss of present or prospective profits or (b) 
any loss or damage arising where the relevant financial instrument is not the subject of a particular credit 
rating or assessment assigned by MOODY'S. 

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, 
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any 
person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or 
any other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any 
contingency within or beyond the control of, MOODY'S or any of its directors, officers, employees, agents, 
representatives, licensors or suppliers, arising from or in connection with the information contained herein 
or the use of or inability to use any such information. 

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, 
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT RATING, 
ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM 
OR MANNER WHATSOEVER. 

Moody's Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody's Corporation 
("MCO"), hereby discloses that most issuers of debt securities (including corporate and municipal bonds, 
debentures, notes and commercial paper) and preferred stock rated by Moody's Investors Service, Inc. 
have, prior to assignment of any credit rating, agreed to pay Moody's Investors Service, Inc. for credit 
ratings opinions and services rendered by it. MCO and all MCO entities that issue ratings under the 
"Moody's Ratings" brand name ("Moody's Ratings"), also maintain policies and procedures to address the 
independence of Moody's Ratings' credit ratings and credit rating processes. Information regarding certain 
affiliations that may exist between directors of MCO and rated entities, and between entities who hold credit 
ratings from Moody's Investors Service, Inc. and have also publicly reported to the SEC an ownership 
interest in MCO of more than 5%, is posted annually at www.ir.moodys.com under the heading "Investor 
Relations - Corporate Governance - Charter and Governance Documents - Director and Shareholder 
Affiliation Policy." 
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Clasificadora de Riesgo S.A., Moody's Local PA Calificadora de Riesgo S.A., Moody's Local CR 



Calificadora de Riesgo S.A., Moody's Local ES S.A. de CV Clasificadora de Riesgo, Moody's Local RD 
Sociedad Calificadora de Riesgo S.R.L. and Moody's Local GT S.A.(collectively, the "Moody's Non-NRSRO 
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NRSRO CRAs is a Nationally Recognized Statistical Rating Organization. 

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the 
Australian Financial Services License of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 
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