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Government Strikes an Inescapably Optimistic Tone

The occasion of the 2026/2027 National Budget finds the country and indeed the government in
an interesting place. On the one hand, recent plant shutdowns in the downstream energy sector
serve as a stark reminder of the severe challenges facing the domestic energy sector, especially as
it relates to upstream production. This is accompanied by a flagging non-energy sector, where most
of the usual barometers of activity (cement sales, new motor vehicle sales, retail sales etc.) have
thus far produced disappointing outturns for 2026. Unsurprisingly, the Review of the Economy
projects real GDP to contract by 2.2 percent in 2026. On the other hand, the prospect of new gas
output from the Coconut, Ginger and Manatee fields, starting in 2027 has generated a fair amount
of optimism regarding the potential ease these resources could provide in the areas of public
finance, foreign exchange earnings and economic growth. However, these projects are not
expected to provide meaningful momentum to the wider economy before 2028.

What this essentially means is that the management of the economy would continue to be a most
unenviable task heading into 2028. Accordingly, this latest fiscal package was seen by many as an
opportunity, in the first instance, to prepare the economy to make optimal use of rents expected
from the new gas output. Key stakeholders also called on the government to further address
longstanding impediments to an efficient and welcoming domestic business environment. This
plea has been recurring for many years and usually crescendos around budget time. On this
occasion, however, there is a pervading sense that business facilitation will be critical to leveraging
the new energy receipts in a way that would allow the country to gain meaningful momentum in
its diversification thrust. In addition to these hefty matters, the government needed to ensure that
it introduced and/or enhanced existing initiatives to enable the efficient and sustainable delivery
of its social interventions and took adequate steps to protect recent gains such as the reduction in
the murder rate. This is no mean feat.

For its part, the government struck an optimistic tone in the lead-up to the delivery of the
2026/2027 National Budget, even as it acknowledged the difficult path ahead. Prime Minister,
Kamla Persad-Bissessar, assured the nation that her administration is making tangible progress in
attracting new investment, rebuilding the economy and laying the foundation for thousands of new
sustainable jobs to be created. The confident tone was maintained by the Minister of Finance,
Davendranath Tancoo, during his delivery, as he used the opportunity to highlight the successes
of the UNC administration to date.

The latest fiscal package, which is envisaged by the minister to generate explosive growth, is based

on an oil price of US$77 per barrel and a gas price of US$5 per million British thermal units
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(MMBtu). The budgeted oil price is reasonable as it falls within the US Energy Information
Administration’s (EIA) Brent Spot price projections for 2027 (US$83.74 per barrel). Although the
budgeted gas price is above EIA’s 2027 Henry Hub projection of US$3.16 per MMBHtu, it’s worth
remembering that this country receives a blended price for its gas, which includes Henry Hub on
the low end and the comparatively high Asian and European benchmarks. For instance, Asian spot
prices are currently over US$20 per MMBtu. In any case, the government will have the opportunity
to make adjustments, if needed, during its Mid-Year Review. Government envisages total revenue
to reach $59.7 billion in fiscal 2027, compared to the estimated outturn of $54.2 billion in 2026.
Non-energy revenue is expected to register a strong 23.2 percent increase, while energy revenue
is projected to fall from $17.1 billion to $14.4 billion. Total expenditure is projected to rise by $2.1
billion, or 3.4 percent to $63.4 billion in 2027. The budget caters for an overall deficit of $3.6
billion, down from the estimated outturn of $7 billion a year earlier.

The announcement by Mr. Tancoo of increases in senior citizens, public assistance and disability
grants was no doubt welcomed by the beneficiaries of such social programmes. The increase is in
line with government’s continued efforts to look after the vulnerable citizens by increasing their
disposable income. The recipients in these three categories of social programmes would all benefit
from an increase of $250 per month, effective January 1, 2027. More than 165,000 individuals
benefit from these three initiatives, with 124,000 in receipt of senior citizens grants. In addition,
pensioners will also benefit from an increase in their personal tax allowance from $90,000 to
$102,000.

The disclosure by the minister that government was only able to execute $3 billion of its budgeted
$5 billion capital investment programme in the 2026 fiscal year, is reflective of the country’s long
history of implementation challenges. This is concerning because construction plays a
considerable role in helping to drive non-energy sector activity and is a major employer. In
essence, the $2 billion unspent capital represents forgone stimulus to the domestic economy that
would have generated considerably more activity through the multiplier effect. With procurement
identified as one of the major impediments to the successful execution of the Public Sector
Investment Programme, government passed amendments to the Public Procurement and Disposal
of Public Property Act in September 2026, to aid the completion of infrastructure projects. In news
of other public sector projects, key stakeholders were and remain eager for updates on
government’s signature development programme, the Revitalisation Blueprint, which was
launched in November 2025, and caters for 120 projects and 72,000 new jobs. However, true to
his modus operandi throughout the budget presentation, the finance minister indicated that the line
minister would share more regarding progress and plans as the budget debate unfolds.
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Domestic producers and businesses in the entertainment sector, particularly SMEs, likely breathed
a collective sigh of relief when the 25 percent reduction in excise duty on alcohol was announced.
Businesses in the entertainment sector, including restaurants, reported a notable fall in sales after
government increased taxes on alcoholic beverages a year ago. The reduction suggests that their
concerns clearly caught the attention of the minister. The reduction in rates will also extend to
imported alcoholic beverages, as the country moves to a more consistent excise treatment between
locally produced and imported products. The excise duty structure will also be changed to an ad
valorem system where rates will vary based on value.

Plans by government to increase the participation of the average citizen in the domestic capital
market are to be applauded. This will help to increase financial literacy, options for savings and
add further dynamism to the market, a quality that it sorely lacks. The launch of the government
savings bond and retail government security programmes would allow the average citizen to invest
in government securities and thereby participate in a realm traditionally occupied by institutional
investors and financial institutions. Citizens should be comforted by the fact that government
securities are among the safest investments.

It remains to be seen whether the 2026/2027 fiscal package delivers the explosive growth
government anticipates. However, the optimism the government sought to transmit during its
delivery is inescapable. The projected robust increase in non-energy revenue is perhaps the clearest
manifestation of that confidence and suggests an expected acceleration in that part of the economy.
At this juncture we will have to wait until the various line ministers reveal and explain key plans
and projects to make a more informed preliminary assessment of the Budget.

Garvin Joefield
Economist
Republic Bank
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TOTAL REVENUE TOTAL EXPENDITURE OVERALL BALANCE

$59.7bn $63.4bn

+9.9% vs FY2026 ($54.3bn) +3.4% vs FY2026 ($61.3bn) 2.1% of GDP

Real GDP GROWTH Public Debt to GDP ENERGY PRICE ASSUMPTIONS
-2.2% 83.3% oil

2026 estimate FY2026 estimate US$77.00 per barrel
FY2026: US$73.25 per barrel

HSF NAV Reserves
Natural Gas

US$6.5bn US$5.3bn US$5.00 per MMBtu

6.1 months of imports
August 2026

FY2026: US$4.25 per MMBtu

September 2026

Major Fiscal Allocations (TT$bn) Revenue Composition

Health 8.061 Oit Capital

revenue - revenue

Education & 24.0%
Training 8.033

0.5%

National Security 7.321

Public Utilities 4.087

Rural

Development &... 2.323

Infrastructure 2.081

\_ Non-oil

revenue
75.4%

Transport 1.712

For further information kindly contact The Economic Intelligence Unit, Republic Bank Limited, 9-17 Park Street,
Port of Spain, Trinidad and Tobago. Email: eiu-staff@rfhl.com




REPUBLIC BANK LIMITED

Budget FY2026/27 Fiscal Summary

Proposed Fiscal Measures

Business, Taxation and Revenue Mobilisation

1. Cap on Carried-Forward Losses

From January 1, 2027, businesses will be allowed to
offset up to 75 percent of annual chargeable profits using
losses carried forward from previous years. Expected to
generate $430 million in revenue.

3. Adjustment of Non-Resident Withholding Taxes

Withholding tax on distributions to non-resident
individuals and companies will rise from 8 percentto 10
percent, the
companies will increase from 3 percent to 5 percent.

Projected additional revenue is $25.1 million.

while rate for non-resident parent

5. Excise Relief and Ad Valorem Restructuring on
Alcohol
Excise duty rates on alcoholic beverages to reduce by 25

percent for both locally produced and imported
beverages. A value-based customs duty to be
introduced.

7. VAT on Remote and Digital Services

VAT to be applied to digital services supplied by non-
resident providers to persons in Trinidad and Tobago
from March 1, 2027, with projected revenue of $18
million.

2. Increase in the Petroleum Unemployment
Levy

The Unemployment Levy on the taxable profits of
petroleum companies willincrease from 5 percent
to 8 percent, effective January 1, 2027. The
measure is expected to raise an estimated $155
million.

4. Amendment to the Definition of “Payments”
under the Income Tax Act

Government will clarify the withholding-tax
treatment of payments to non-residents for
management, technical and other prescribed
services. The measure is expected to generate

approximately $300 million.

6. Deductions Related to Exempt Income

From January 1, 2027, deductions for expenses
incurred in earning exempt income will be
disallowed. Government expects the measure to

generate approximately $75 million.

8. Conversion of Selected Zero-Rated Items to
VAT-Exempt Status

Selected goods to be reclassified from zero-rated
to VAT-exempt status while maintaining no VAT at
the point of sale. The measure is intended to
simplify VAT administration and reduce pressures
associated with VAT refunds.

For further information kindly contact The Economic Intelligence Unit, Republic Bank Limited, 9-17 Park Street,
Port of Spain, Trinidad and Tobago. Email: eiu-staff@rfhl.com




REPUBLIC BANK LIMITED

Budget FY2026/27 Fiscal Summary

Households and Social Protection

10.
Pensioners

9. Increased Social Assistance Grants Increased Personal Allowance for

The Senior Citizens’ Grant, Public Assistance Grant and
Disability Assistance Grant will each increase by $250
per month from January 1, 2027. The additional cost to

The annual personal allowance for pensioners will
increase from $90,000 to $102,000, effective

Government is estimated at $555 million. January 1, 2027, granting $11 million in tax relief.

11. Residential Electricity Surcharge

A surcharge of 5 cents per kWh will be applied to
residential electricity consumption above 3,000 kWh per
billing period. The measure is expected to raise $17.8
million.

Human Capital and Agriculture

12. Expansion of Technical and Vocational Education 13. Formalisation and Development of

Government will provide $16.3 million to expand
technical and vocational education across secondary
schools, including workshop upgrades and equipmentin
22 priority schools and practical learning materials
across 56 schools.

14. READY Internship Programme

Government will allocate TT$2 million to provide
approximately 1,300 secondary-school students aged 16
and over with four-week internships during July-August
2027. Each participant will receive a TT$1,500 stipend.

Agricultural Enterprises

A Farm Business Formalisation Programme will
provide registered farmers with support in land
tenure, business registration, record-keeping,
financial management and access to finance. The
Agricultural
expand from 30 to 100 interns.

Internship Programme will also
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Investment and Capital-Market Measures

15. Foreign Investment Act Modernisation 16. Retail Investment and Capital Market

Government will simplify rules governing foreign Development

acquisition of land and shares, including transactions up Government will introduce Savings Bonds and
to US$100,000, exempt CARICOM nationals from the Retail Government Securities in smaller
consideration rule and strengthen beneficial-ownership denominations to widen the access of ordinary
disclosure. citizens to investment opportunities.

Table 1: Revenue Collected from Selected FY2026 Fiscal Measures

Fiscal Measures Revenue collected
(TT$ million)

Asset Levy on Banks and Insurance Companies $397.0

Landlord Registration Fees $48.4

Landlord Business Surcharge $85.6

Electricity Surcharge on Industrial and Commercial $89.4

Consumers

Club Gaming Tax Adjustment $65.2

Increased Customs and Excise Duties on Alcohol $1,230.0

and Cigarettes

Increased Fees, Charges and Licences $2.0

Taxes and Duties on Luxury Electric Vehicles $15.5

Single-Use Plastic Tax $14.1

Total $1,947.2

Source: Budget Statement 2026/2027
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Table 2: Fiscal Summary TT$ Mn (Fiscal Years)

Fiscal item 2025a
1. Total revenues & grants 46,594.2
2. Recurrent revenue (3+4) 45,139.9
3. Tax Revenue 36,561.9
4. Non-Tax Revenue 8,578.0
5. Capital receipts & grants 1,454.3
6. Total expenditure 58,803.6
7. Recurrent expenditure 57,216.7
8. Capital expenditure 1,586.9

9. Current account balance (2-7) -12,076.8

10. Overall budget balance (1-6) -12,209.4

Source: Draft Estimates of Revenue and Expenditure 2027
a: Actual

r: Revised estimate

b: Budgeted

2026r

52,346.0
51,795.1
40,960.2
10,834.9
550.9
61,535.0
59,538.9
1,966.1
-7,743.8

-9,189.0

2027b

57,789.5
57,477.9
41,643.8
15,834.1
311.6
63,243.7
60,704.8
2,538.9
-3,226.9
-5,454.2

table above and the Budget Speech.

Please Note: This table is based on the Draft Estimates of Revenue and Expenditure 2027 and not
the figures presented in the Budget Speech. Accordingly, some differences exist between the
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