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SYNCHRONIZED GLOBAL 
RECOVERY
SYNCHRONIZED GLOBAL 
RECOVERY
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FINANCIAL RISKS HAVE 
ABATED 
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U.S. RECESSION HAS ENDEDU.S. RECESSION HAS ENDED
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Potential
Growth 2.0%

Real GDP, Annualized Quarter/Quarter % Change

Forecast Y/Y % Chg.
(Q4/Q4 % growth)
2009 -2.4% (0.1%)
2010F 3.1% (2.8%)
2011F 3.2% (3.5%)

Forecast
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JOB MARKET IS IMPROVING JOB MARKET IS IMPROVING 
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BUT RECOVERY WILL BE A 
LONG ROAD
BUT RECOVERY WILL BE A 
LONG ROAD

U
.S

.

90

92

94

96

98

100

102

104

0 2 4 6 8 10 12 14 16 18 20 22 24 26 28 30

2008-09

2001

1990-91

1981-82

1973-74

U.S. Employment, Indexed to start of recession

Months from start of recession

Source: Bureau of Labor Statistics

8www.td.com/economics

HOUSING MARKET MOVING 
CLOSER TO BALANCE 
HOUSING MARKET MOVING 
CLOSER TO BALANCE 
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BUT SALES BUOYED BY 
TEMPORARY TAX CREDIT
BUT SALES BUOYED BY 
TEMPORARY TAX CREDIT
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Sales after original 
plan set to expire...
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AND FORECLOSURES ARE 
STILL AN ISSUE
AND FORECLOSURES ARE 
STILL AN ISSUE
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NEST EGGS IN 
NEED OF REPAIR
NEST EGGS IN 
NEED OF REPAIR
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HOUSEHOLDS ARE
DELEVERAGING
HOUSEHOLDS ARE
DELEVERAGING
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GOVERNMENT STIMULUS NOW 
WILL BE A DRAG LATER ON
GOVERNMENT STIMULUS NOW 
WILL BE A DRAG LATER ON
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WILL COMMERCIAL REAL ESTATE 
UNHINGE RECOVERY?
WILL COMMERCIAL REAL ESTATE 
UNHINGE RECOVERY?
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OUTLOOK FRAUGHT WITH 
RISKS…
OUTLOOK FRAUGHT WITH 
RISKS…

U
.S
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Upside risks:

• U.S. consumers rebound faster than expected

• Home prices continue recent upward momentum

Downside risks:

• Regulatory uncertainty is an obstacle to credit flows

• Mortgage rates spike as Fed ends purchasing program

• Foreclosures threaten housing recovery

• U.S. dollar weakness sparks inflationary threat

• Unwinding fiscal stimulus too soon or too late

• U.S. commercial real estate market

• Will there be a new normal?
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CANADIAN ECONOMY ON 
MEND
CANADIAN ECONOMY ON 
MEND
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F: Forecast by TD Economics as at March 2010; Source: Statistics Canada/Haver Analytics

Potential 
Growth 2.0%

Forecast

Forecast Y/Y % Chg.
 (Q4/Q4 % growth)
2009   -2.6% (-1.2) 
2010F  3.1%  (3.5)
2011F  2.9%  (2.8)
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CANADA SITS ON STRONGER 
FOUNDATION
CANADA SITS ON STRONGER 
FOUNDATION
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GOV’T DEBT LESS DAUNTING 
THAN OTHERS
GOV’T DEBT LESS DAUNTING 
THAN OTHERS
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CANADIAN HOUSING MARKET 
ROARS BACK TO LIFE
CANADIAN HOUSING MARKET 
ROARS BACK TO LIFE
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CANADIAN CREDIT TO 
HOUSEHOLDS NEVER FROZE UP
CANADIAN CREDIT TO 
HOUSEHOLDS NEVER FROZE UP
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IS DEBT LOAD NOW BECOMING A 
CANADIAN CRISIS IN WAITING?
IS DEBT LOAD NOW BECOMING A 
CANADIAN CRISIS IN WAITING?
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JOBS MATTER FOR DEFAULTS 
MORE THAN INTEREST RATES
JOBS MATTER FOR DEFAULTS 
MORE THAN INTEREST RATES
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JOB MARKET ALREADY ON
MEND
JOB MARKET ALREADY ON
MEND
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BUT JOBS IN SOME SECTORS WILL 
TAKE A LONG TIME TO COME BACK
BUT JOBS IN SOME SECTORS WILL 
TAKE A LONG TIME TO COME BACK
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EXPORTS STARTING ON ROAD 
TO RECOVERY
EXPORTS STARTING ON ROAD 
TO RECOVERY
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U.S. WEAKNESS IMPLIES C$ 
STRENGTH 
U.S. WEAKNESS IMPLIES C$ 
STRENGTH 
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EXCESS CAPACITY TAKES 
TIME TO REDEPLOY 
EXCESS CAPACITY TAKES 
TIME TO REDEPLOY 
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Output Gap as % of Potential GDP
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Gaps in previous downturns 
                Depth of      Qtrs to

               gap (%)       close
1980s      6.0%           13
1990s      3.8%           17
2001        1.3%           14
Current   4.0%           14

Gaps in previous downturns 
                Depth of      Qtrs to

               gap (%)       close
1980s      6.0%           13
1990s      3.8%           17
2001        1.3%           14
Current   3.7%*         14
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WILL RESTRAIN ANY 
INFLATIONARY EPISODE 
WILL RESTRAIN ANY 
INFLATIONARY EPISODE 
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CENTRAL BANKS TO KEEP RATES 
LOW FOR SOME TIME TO COME 
CENTRAL BANKS TO KEEP RATES 
LOW FOR SOME TIME TO COME 
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PROVINCIAL OUTLOOK PROVINCIAL OUTLOOK 
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EMPLOYMENT HAS REMAINED 
STABLE DURING RECESSION 
EMPLOYMENT HAS REMAINED 
STABLE DURING RECESSION 
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STRONG GROWTH IN HOUSE 
PRICES
STRONG GROWTH IN HOUSE 
PRICES
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DEBT LEVELS HAVE RISENDEBT LEVELS HAVE RISEN
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POPULATION GROWTH 
REMAINS A CHALLENGE
POPULATION GROWTH 
REMAINS A CHALLENGE
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GENERALLY, PRODUCTIVITY 
GROWTH IN LINE WITH NATIONAL 
AVERAGE

GENERALLY, PRODUCTIVITY 
GROWTH IN LINE WITH NATIONAL 
AVERAGE
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OVERALL, ATLANTIC PROVINCES 
HAVE LOW TAX RATES ON 
CAPITAL INVESTMENT…

OVERALL, ATLANTIC PROVINCES 
HAVE LOW TAX RATES ON 
CAPITAL INVESTMENT…

A
T

L
A

N
T

IC
 C

A
N

A
D

A

0

5

10

15

20

25

30

35

40

NFL PEI NS NB QC ON MB SK AB BC CA

2009 2018

METR on capital, %

Source: Jack Mintz, University of Calgary School of Public Policy



The Economic Outlook 19 TD Economics, April 2010

37www.td.com/economics

… BUT TAX CODE SKEWED TO 
FAVOUR KEY INDUSTRIES
… BUT TAX CODE SKEWED TO 
FAVOUR KEY INDUSTRIES
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This report is provided by TD Economics for customers of TD Bank Financial 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 Financial Group and the members of TD Economics are not spokespersons for TD Bank Financial 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 Financial 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.


