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PROLONGED GLOBAL RECESSION TO TEMPER
COMMODITY RECOVERY IN 2010

In December, we lowered our commodity price fore-
cast in order to reflect TD Economics' more pessimistic
global economic outlook. This edition of the Quarterly
Commodity Report comes with a sense of d§avu, asthe
ongoing deterioration of the global economy hasled usto
once again reduce our forecasts.

Indeed, with economic weakness becoming more pro-
nounced acrossthe globe, we have downgraded our world
real GDP forecast to a contraction of 1.6% in 2009, com-
pared to a0.5% gain projected in December. Thiswould
mark thefirst contraction on post-war record. What'smore,
with several uncertainties still surrounding the global fi-
nancia system, therecovery will likely belater than origi-
nally thought, and much shallower. We now project the
economy to bottom in the third quarter of the year (previ-
ously the second quarter), and to grow by only 2.2% in
2010, a full percentage point below our December call.
Hence, economic activity will remainin recessionary terri-
tory of below 3.0% throughout the forecast period. In
contrast, most forecasters are still betting on a global re-
bound of 3% or more next year.
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HIGHLIGHTS

e Reflecting TD Economics’ gloomier outlook for
global economic growth, our TDCI forecast has
been revised down.

e The start of the recovery in commodity prices
has been pushed out to the third quarter and
the rebound through 2010 has been trimmed
back to 25%

e Energy and base metals will be hit hardest this
year, but to lead the recovery; precious metals
to outshinein 2009, but to lose ground in 2010

e Supply overhang to limit rally in commodity mar-
kets throughout the forecast period

Slow recovery in commodity prices in 2010

Mirroring these globa economic trends, commodity
markets are in for a more prolonged period of weakness.
While we have also delayed the start of the recovery to
the third quarter, the subsequent bounce back in the TD
Commodity Price Index (TDCI) through the end of 2010
has been scaled back to 25% from the 55% rebound that
wasbuiltinto our last price outlook. Excluding energy, the
index will advance by amore muted 8% (previously 22%)
next year.

Commaodity bullshave been pointing to the recent resil-
iencein crude oil and some metals as auguring the start of
a renewed rally. Indeed, March represented the first
monthly gain in the overall TDCI since July 2008. Their
optimism has been grounded on some better-than-expected
data releases out of the U.S,, significant stimulus meas-
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ures, hefty supply cutsand thelikelihood that central bank
actions to increase the money supply in countries such as
the U.S,, the U.K. and Japan will not only be inflationary,
but also negativeto the U.S. dollar. Whilewewould con-
cur that the U.S. dollar isprobably likely to recedefromits
current levels, the major near-term impediment for the
market — and a key reason why we believe the overall
TDCI will shed afurther 7% in the second and third quar-
ters — is the likelihood that the news out on the world
economy falls short of current expectations. As already
noted, TD’s economic projections are on the pessimistic
side of consensus for 2009-10.

Whileit isthe case that production has been curbed in
recent months, these curtailments have not prevented in-
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ventories from growing dramatically. Our bet is that ex-
cessive stockpiles will continue to weigh on the market
through 2010. Further downward adjustmentsto economic
expectations should also help to ease inflation concerns
related to the current actions of central banks, asan anemic
pace of global recovery will buy the banks time to drain
excess liquidity from the financial system before prices
are able to gain much upward momentum.

Lastly, investment demand can’'t be counted onto bea
key driver of prices over the next 12-18 months. Equity
markets, in particular, will be an attractivelurefor investor
flows once the global economy begins to recover. They
have a major advantage in that they pay an income
stream.

The accompanying chart highlights relative perform-
ances among the 18 commodities from their expected Q3
trough to the end of 2010. Undoubtedly, the energy and
non-precious metals sectors are feeling the brunt of the
recession, as demand for these commodities has deterio-
rated significantly intandem with economic activity. Asa
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result, these sub-indiceswill experience the steepest peak-
to-trough declines, falling 66% and 56%, respectively.
However, these two sectors will also enjoy the largest re-
bound between the trough in 2009 and the fourth quarter
of 2010, led by a 38% and 35% rebound in crude oil and
zinc prices. Natural gas and lumber prices will also be
among the top performers, with prices bouncing back by
34% and 31%, respectively. But even with thisimprove-
ment, priceswill remain well below their 2007-08 levels.
Bucking thetrend of all other commoditiesincludedin
the TDCI, precious metal s priceshave held up surprisingly
well, largely due to demand for safe haven assets amid a
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great deal of financial and economic uncertainty and in-
creased fears of inflation. And given that several issues
regarding theglobal financia system are till abig question
mark, demand for these assetsisunlikely to abate anytime
soon. Asaresult, the precious metal s sub-index will out-
perform this year, being the sole sector to post a gain.
However, as the global economy begins to regain a solid
footingin 2010, investorswill bewillingto hold riskier as-
sets, thereby reducing safe haven — and precious metals —
demand. Accordingly, the precious metals sub-index will
remain an outcast next year, thistime on the downside, as
it declines by 7%.

Dina Cover, Economist
416-982-2555
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ENERGY

Crude oil prices to move sideways in 2009-10

After awild ride in 2008, crude ail prices have since
settled down, trading in the US$35-50 per barrel range for
most of this year. The recent push above the US$50 per
barrel mark was driven by some optimism for aglobal re-
covery and actions by the U.S. Federal Reserve in an at-
tempt to stabilize financial markets. However, webelieve
that thisis nothing more than a bear market rally and will
prove to be temporary.

To start with, theworld iscurrently awash with oil. The
contraction in OECD demand has spread throughout the
rest of theworld, driving globa demand down 3.5% in Janu-
ary and February. Meanwhile, producers have been slow
to respond, with world output only sliding 1.7% during the
same period, after far outpacing demand in 2008. As a
result, global inventories have climbed to 93 days supply,
up from the 5-year average of 85 days.

L ooking ahead we expect the supply overhang to grow,
driven largely by ongoing weaknessin demand. With the
global economy expected to remain in recessionary terri-
tory in both 2009 and 2010, lower prices will do little to
revive demand. Moreover, stimulus measures by various
governmentswill only help to mitigatethe downside, rather
than give the economy amajor boost.

Oil producerswill try to close the gap by reducing pro-
duction. But with output in non-OPEC countries expected
to be flat this year — with gains in Brazil, the U.S. and
Azerbaijan largely offset by declinesin Mexico, the North
Sea and Russia — it will be up to OPEC countries to cut

GLOBAL CONSUMPTION GROWTH VS
PRODUCTION GROWTH
Y/Y % change

[ Demand

Production L 4

00 01 02 03 04 05 06 07 08 O09F 10F

Source: Energy Intelligence Group
Forecast by TD Economics as at March 2009

Quarterly Commodity Price Report

ENERGY PRICES:
RECENT PERFORMANCE AND FORECAST
Price Unit Month/| Year/ Forecast
Level* Month | Year Level
Mar-09 % Chg | % Chg | Dec-09| Dec-10
Crude oil| 47.87 |US$/barrel 27.0 -49.1] 40.00] 55.00
Natural
gas 3.97 |US$/MMBtyY -5.7 -57.7 4.20 5.15
Thermal
Coal 61.37 |US$/mt -6.0 -48.6] 55.00] 65.00
GLOBAL OIL INVENTORIES: DAYS SUPPLY
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production in order to stabilize the market. OPEC has
stepped up to the plate, reducing production quotas by 4.2
million barrels per day since September, however compli-
ance is only at about 80% and the cartel indicated that it
intendsto boost compliance ratesrather than making addi-
tional cutsto quotas. We are skeptical that higher compli-
ance rates will be met, as member countries are heavily
reliant on oil revenues.

As such, the fundamental picture will be slow to im-
prove over the next 12-18 months, suggesting that a sus-
tained rally in prices remains a distant possibility. With
OPEC dashing production, spare capacity —which was of
great concern less than ayear ago — will rise. And with a
significant amount of capacity expansions underway in
several OPEC countries, most notably in Saudi Arabia, this
excess capacity is estimated to hit over 4 million barrels
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per day in 2009-10, up from the 1997-2007 average of 2.8
million barrels per day. Assuch, any risk premium associ-
ated with supply shortageswill remain muted.

Furthermore, while there is some chatter that specula-
tors will once again drive the price of oil up on expecta-
tions of a significant rebound in demand, we don’t give
much credenceto thisargument. For one, speculatorsand
hedge funds will be very cautious about reentering the
market given the events of the past year. Moreover, in-
vestorswill have avariety of asset classesto choose from
by next year such as equities, which unlike commaodities,
pay an income stream.

Whilethereissomerisk that inflation could return asa
result of recent central bank actions, driving up demand
for oil asahedge, we don’t expect inflation to be an issue
until the economy findsasolid footing in 2011. And even
then, thetepid pace of therecovery will give central banks
time to remove stimulus before price pressures get out of
hand. As such, we expect oil prices to move sideway in
2009 before beginning a very shallow recovery in 2010.
For a more detailed analysis, see a recent report entitled
“When Wi We See A Sustained Recovery in Qil Prices?”
available on our website.

Industrial demand to drive natural gas prices in 2009

Thenatural gas market has been unableto halt therapid
declinein pricesthat beganin mid-2008. Priceshavefallen
by over 70% since peaking last year, breaking below the
US$4 mark on a sustained basis for the first time since
2002. While the slump in the crude oil market has defi-
nitely had an impact, natural gas prices have been prima-
rily influenced by the deterioration in supply and demand

fundamentals.

Typically, natural gas demand is very seasonal, with
consumption at its highest during the winter heating sea-
son. However, the story wasquite different thisyear. While
residential consumption growth wasslightly positive com-
pared to last year’s heating season, weakening economic
conditionsled to asubstantia declineinindustrial demand,
which more than offset this growth. As such, the with-
drawal from storage has been much slower throughout the
seasonthanin past years. Indeed, in March, inventoriesin
the U.S. were 15% ahead of the five-year average, and
25% above year-ago levels. Similarly, in Canada, storage
levels were over 20% higher than the 5-year average. At
thisrate, we will enter the April-October injection season
with storage levels nearly 20% above average.

Thebuildininventorieshaslargely been ademand-side
story, as low prices have indeed prompted a reduction in
North American rigs counts. Since October of last year,
rig counts have been on a steady downtrend, and thisis
likely to continue given that thereisusually a3-6 month lag
beforerig countsrespond to price changes, and priceshave
continued to trend lower. Still, an increase in horizontal
drillingintheU.S. will offset some of these declines, yield-
ing aflat production performance in the country in 20009.
Lower production is expected in 2010 due to a weaker
handoff from this year.

Also weighing on prices lately has been expectations
of higher North American LNG imports this year. With
LNG capacity rising, notably in Qatar, Indonesiaand Yemen,
and waning demand intraditional importing countries, LNG
shipments will likely be diverted to the U.S. and Canada,
where there is surplus storage capacity. However, there
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U.S. NATURAL GAS IN STORAGE: PER CENT
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isarisk that delaysin this new capacity and stronger-than-
expected demand could prevent thissurgein LNG imports
from taking place.

Aswasthe casethis past winter, industrial demand will
likely be the dominant driver for most of this year, as the
globa economy sinks deeper into a recession. As well,
lack of upward pressure from other energy commodities—
given a sideways performance of crude oil prices — will
help keep natural gas prices depressed. Accordingly, we
expect prices to dlide further this year, averaging below
US$4 in the second and third quarter. Prices should begin
to rise ahead of the winter heating season, and continue a
modest recovery throughout the remainder of the forecast
period. Obviously, thereis some upside risk to thisfore-
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cast should the U.S. experience an active hurricane sea
son, however these events are impossible to predict.

Coal prices slide on excess supply

In line with the rest of the energy complex, thermal
coal prices continued to slump in the first quarter, falling
16% to a 21-month low. As heavy industrial production
slowed amid the global economic slowdown, demand for
coal has also weakened considerably — particularly in Ja
pan and Taiwan, where consumers are trying to postpone
shipments. Assuch, theworld'slargest export terminal at
Newcastle, Australialooks very different now than it did
during thefirst half of last year, asit went from struggling
with bottlenecking issuesto under-utilization. Indeed ship-
ping queues are now sitting at their lowest level in over
two years, with suppliersfinding it difficult to fulfill their
export quotas.

Meanwhile, supply has continued to flood the market
as producers have been slow to respond to the sagging
demand. Moreover, since the thermal coal market has
held up better than the coking-coal market, producershave
been shipping lower-grade coking coal to power stations,
increasing supply of theformer commodity even more. As
aresult, prices will likely remain under pressure for the
remainder of this year, not improving until industrial de-
mand beginsto pick-up, probably in 2010. Chinaremains
one bright spot, as coa accounts for nearly 80% of its
electricity generation. Furthermore, initsfiscal stimulus
plan, the Chinese government approved the construction
of new power plants, whichwill give demand aboost down
the road. So while borderline now, Chinawill likely be-
come a permanent coal importer within afew years.
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FORESTRY PRODUCTS

Downside for lumber prices appears limited

The North American lumber market continues to be
pounded as the U.S. housing sector remains in the dol-
drums and the Canadian homebuilding ratchets down sub-
stantially. Lumber prices are now below the levels seen
during the housing correction of the early 1990s, and only
dlightly above 1985 levels. Inflation adjusted, prices are
the lowest on record going back to 1985.

While the U.S. housing market has yet to turn around,
improvementsin credit conditions—in particular, U.S. 30-
year mortgage rates have fallen to an all time low — and
significant declines in home prices have led to increased
housing affordability. However, the new home market re-
mains under considerable pressure, as housing starts in
February were at their lowest level on record (1959) and
inventories remain in record territory at over 12 months
supply. TD Economics forecasts housing startsto remain
at record lows throughout the forecast period, averaging
about 440,000 unitsin 2009 and 530,000 unitsin 2010. With
home construction accounting for almost half of all U.S.
consumption, lumber demand Stateside will remain quite
weak for some time.

In Canada, after proving to be quite resilient through
most of 2008, at more than 200,000 units, housing starts
have since plunged, reaching an 8% year low of 134,000
unitsin February. Unfortunately, we expect thisfigureto
deteriorate even further as we move through the forecast
period, averaging only 125,000-130,000 units. Asaresult,
lumber producers in Canada are no longer able to look to
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FOREST PRODUCT PRICES:
RECENT PERFORMANCE AND FORECAST

Price Unit Month/| Year/ Forecast
Level* Month | Year Level
Mar-09 % Chg | % Chg| Dec-09| Dec-10
Lumber 195 |US$/thous. -3.5| -19.3 200 255
board feet
Pulp 667 |US$/mt -3.0] -25.0 640 700
Newsprint | 705 |US$/mt -4.1 10.2 600 650

strength in their home market to prop up sales.

The ongoing deterioration in lumber demand hastrig-
gered some supply-side response, as North American pro-
duction plummeted 18.5% in 2008, marking the steepest
declinein over 40 years, and the lowest output level since
1984. Still, excess supply remains in the market, as the
plunge in demand has been even greater. Assuch, further
mill downtime or closures will be necessary in order to
restore balance in the market.

For some Canadian producers, these tough times are
about to get even worse, with the ruling on the Softwood
Lumber Agreement (SLA) discrepancy. An international
arbitrator ruled that sawmills in Quebec, Manitoba, On-
tario and Saskatchewan were in violation of the SLA and
arerequired to pay an extra 10% export tax (in addition to
the 5% already in place) on lumber sold to the U.S. until
C$68.26 million hasbeen paid.

With current prices aready below the cost of produc-
tion, the downside for lumber appearslimited. We expect
pricesto remain in their current range of US$190-200 for
the remainder of the year, before embarking upon a very
gradual recovery in 2010. Ontheupside, Chinawill likely
step up purchases of North American lumber once the
Russian log export tax isimplemented later this year, pro-
viding some much needed additional demand.

Newsprint prices succumb to recessionary pressures

After being the only commadity in the TDCI to record
again in the fourth quarter of last year, newsprint prices
finally succumbed to the pressures of a global economic
recession. till, at 7.8%, the magnitude of the price de-
clinefromitspeak in November palesin comparisontothe
double digit losses experienced throughout the rest of the
commodity complex. Nonetheless, priceswill only retreat
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further as producers struggle to match supply with shrink-
ing demand.

Despite the preceding run-up in prices, newsprint con-
sumptionintheU.S. hasbeen on asteady downtrend, with
demand in February diding by 33% from year-ago levels—
theworst single monthly year-over-year decline on record.
In the midst of a precipitous drop in advertising income,
publishers are being forced to reduce production costs by
eliminating entire sectionsor publishing days. What'smore,
foreign demand, which had been keeping North American
newsprint demand propped up, has also begun to weaken,
due in part to the appreciation of the U.S. dollar and a
significant pricedifferential compared to European prices.
As aresult, exports outside North America plunged 31%
in February.

Producershave responded by increasing mill downtime;
however, the drop in output has not been enough to offset
plummeting demand, resulting in ajump in inventoriesto
50 days supply in February, compared to 40 days a year
ago. While producers are determined to curb output fur-
ther in order to balance the market, we suspect that this
process will take time and that the large inventory over-
hang will drive prices down even morethroughout the rest
of 2009. Moreover, many publisherswill likely delay new
purchasesin the coming months asthey wait for additional
price cuts, and instead work down their inventories. By
early 2010, the market will likely be more balanced, allow-
ing pricesto stabilize and begin aslow recovery alongside
the economy.

Price competition to dent NA pulp demand
Despite several North American mill closures, particu-
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larly in Canada, pul p production continuesto outpace wan-
ing demand, resulting in mounting inventories. Indeed, at
47 days supply in February, producer inventories were 13
days higher than year-ago levels, and only slightly down
from the record high of 50, seen in November and Janu-
ary. Hence, it comes as no surprise that pulp prices have
now fallen for seven consecutive months.

Demand from China has been akey source of strength
for North American pul p producers, with shipmentsto the
country in the first two months of the year up 51% from
year-agolevels. But the paper industry in Chinahas shown
signsof slowing, which will ultimately result inlower pulp
consumption. Infact, whilethe year-over-year riseisim-
pressive, exports to China were down 30% in February,
compared to December’s record high, suggesting that in-
ventoriesin the country are building. Furthermore, North
American pricesarestill higher than some other producing
regions—notably Latin Americawhere cost structures are
lower —eroding competitivenessin foreign markets.

Nonetheless, the Chinese market still provides some
optimismfor pulp producers, asdemand, although showing
signsof weakness, isstill quite healthy relativeto historical
norms. However, fierce price competition and the bleak
outlook for the paper industry in Europe and the U.S. will
continue to take atoll on North American pulp demand,
likely leading to an even bigger build in inventoriesin the
coming months. Assuch, pulp producersstill havealot of
work to do in order to bring the market into balance. We
expect prices to continue to trend down in 2009, before
staging a modest recovery in 2010 as production curtail-
mentskick in and demand beginsto improve.
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Mounting inventories to cap recovery in metals prices

Like energy prices, non-precious metals and minerals
prices have been hit extremely hard by the global eco-
nomic downturn, as demand has fallen off acliff. Inthe
first quarter, the sub-index sank 14% on average, follow-
ing a50% slide during the second half of 2008. Aluminum
and copper prices accounted for the lion's share of the
first quarter decline, as the downtrend in nickel and zinc
prices decelerated given their already very depressed lev-
els.

Still, some metals prices — notably copper and zinc —
did see some upside in March, as evidence of asurge in
Chinese importsinstilled increased optimism in the mar-
kets. But thissuddeninflow of metalslargely reflects stock
building by China's State Reserve Bureau (SRB). While
the SRB buying could help to support the domestic indus-
try, it could ultimately have some negativeimplicationsfor
the metals market in the short term. Onerisk isthat Chi-
nese producers step up production in view of these pur-
chases. Aswell, should the SRB stop buying up the over-
hang in the market, prices could quickly reverse course.
Lastly, given that underlying demand for metalsin Chinais
not increasing, the accumulation of the SRB isessentially
reallocating global excesses, which in effect could keep
global metals prices under pressure.

Going forward, the deep global recessionwill continue
to dampen actual demand for base metals, and supply sur-
plusesand swollen inventorieswill limit any upward price
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METAL AND MINERAL PRICES:
RECENT PERFORMANCE AND FORECAST

Price Unit Month/| Year/ Forecast
Level* Month| Year Level
Mar-09 % Chg| % Chg | Dec-09| Dec-10

Aluminum| 60.45 |US cents/Ib| 8.0l -52.3] 57.00] 65.00

Copper 161.07 |US cents/lb]  19.6] -52.6] 140.00] 160.00
Nickel 4.41 |US$/Ib -0.6] -67.8 4.80 5.50
Zinc 54.84 |US cents/Ib] 15.7] -45.3] 50.00] 65.00
Uranium 43.06 |US$/Ib -5.6] -41.8] 47.00] 54.00
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momentum over the 2009-10 period. Copper prices, which
arestill very closetothemarginal cost of production, likely
have the most room to fall, while the rest of the base met-
aspricesareaready well below marginal costs. Thezinc
market |ooks poised for the best performance, as supply
side responses in that market were much quicker to take
place. Overall, we expect the sub-index to fall by a fur-
ther 5-10% this year, before recording a modest rebound
of 11%in 2010.

Copper surplus to grow significantly in 2009

While copper isthe most susceptible of all base metals
to the adverse impacts of the global economic recession,
prices have managed to eke out some gains over the past
month. The strength was duein part to the increased buy-
ing by the Chinese government, although higher demand
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for primary copper asaresult of low scrap metal availabil-
ity also gave prices aboost. But even with renewed price
strength, prices are still down 35% this year, and are over
50% below year ago levels. Looking ahead, we see little
scope for an improvement in consumption trends, given
thelikelihood of continued depressed spendingintheU.S.
and European construction sectorsinto 2010. There does
however remain some optimism about the Chinese mar-
ket, asthefiscal stimulusplanimplemented by the govern-
ment put alot of focus on construction projects. Nonethe-
less, officials have stated that underlying copper demand
is quite sluggish in the country. And in the event that the
stimulus plan failsto go ahead as planned, consumptionin
Chinacould fal even further.

On the supply side, while there have been severa an-
nouncements of mine closures, supplier responseto lower
demand and prices has not been sufficient. LME invento-
ries have risen 50% since the start of the year, and are
more than triple year-ago levels. And with arecovery in
global demand not likely to occur before early 2010, the
surplus in the copper market is on track to grow signifi-
cantly thisyear. Moreover, given that mine capacity isstill
expected to expand throughout the next four years, sup-
ply-side management is going to be key to lifting prices.
We expect that this supply overhang in the market will
morethan offset any optimism regarding Chinese demand,
driving copper prices down 10% through the third quarter
of 2009. In 2010, a very tepid pick-up in demand and a
dlight narrowing of the surpluswill lift prices by amodest
5%.

Zinc prices poised for best performance in 2010

Aluminum prices underperformed during thefirst three
months of the year, as they continued to play catch up to
the large reductions recorded in the nickel and zinc mar-
kets beginning in the second quarter of 2008. With supply
adjustments inadequate to offset the drop-off in demand,
LME inventories of all three metals have surged.

Indeed, aluminum stockpiles are sitting at the highest
level on record, with enough supply to cover seven weeks
worth of worldwide consumption. While production cuts
have begun to take place outside of China, with output in
February down 6% from the recent peak in October, an
increase in Chinese production more than offset that de-
cline. Asaresult global productionisup dightly, suggest-
ing that more curtailmentswill berequired to put adent in
inventories—especially since demand conditions have be-

come quite dire duein large part to the massive plungein
auto manufacturing, akey aluminum consumer.

Similarly, the ongoing contraction in the stainless steel
sector — which saw production slide 40% in December —
has dlashed nickel demand, driving inventories of the metal
up past the psychological 100,000 tonne mark to levelsnot
seen since 1995. What's more, while some producers have
curbed output, much of the news now emanating from the
supply side is for increased future production, with new
projects — including Goro, Onca Puma and Ravensthorpe
— set to come on stream between 2009 and 2011.

What separates zinc from the rest of the base metalsis
the fact that demand was slowing down throughout all of
2008, rather than just the second half, as galvanized steel
producers — zinc's key consumer —were quick to cut out-
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ZINC PRICES AND LME INVENTORIES
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put. Assuch, the supply responsefrom zinc producers has
been quicker than that of other base metals. Nonetheless,
inventories have continued to mount, though they are still
onthelow siderelativeto historical levels.

Going forward, zinc appears to be in a better position
for a sustained recovery than any other metal. First off,
given that demand has been diding for over a year, the
extent of afurther sizable contraction in consumption ap-
pears relatively limited. Aswell, the prompt supply side
adjustmentsin the galvanized steel industry haslikely pre-
vented amassive build ininventories, allowing production
in that sector — and hence zinc consumption — to pick up
alongside demand. Thisisin contrast to some other end-
use sectors, which are currently awash with metal supply,
and will need time to work down inventories before nor-
mal consumption levels are restored. Moreover, several
production cutsin the zinc market are permanent, and other
plants that were idled are unlikely to come back on line
until priceshave stabilized at higher levels. Thus, zinc prices
won't face the same pressures as the other metals prices,
whose gains will be limited by ongoing capacity expan-
sions. Look for zinc pricesto bottom in the second quarter
of this year, before bouncing back by about 38% by the
end of 2010. Nickel and aluminum priceswill alsoturnthe
corner in 2010, however their recovery will be much more
gradual, as sky-high inventories prevent astrong rally.

Quarterly Commodity Price Report

Sluggish demand weighs on uranium prices

After staging their third short-lived rally late last year,
uranium prices have since reversed course, falling 20% to
levels not seen since April 2006. Much of the declines
stemmed from a lack of demand, as utilities have suffi-
cientinventoriesand thefinancia crisishaslimited the ability
of some buyersto purchase fuel on the spot market. With
spot demand still highly discretionary, suppliershave been
chasing prices down in order to secure deals. While in-
vestment demand played akey rolein the uranium market
last year, the bulk of the sales made this year have been to
utilities, asthey look to lock in these bargain prices.

How far pricesslidewill depend on how low sellersare
willingtogo. Itisclear that discretionary demandisprice
sensitive, so aspricesfall, demand will pick up. But simi-
lar to the past few rallies, increased demand at these low
levels will force prices to bottom, leading to another re-
bound. With prices already extremely depressed, we ex-
pect a trough to be reached in the second quarter of this
year. Asweheadinto 2010, priceswill Slowly begintorise
as utility inventories are worked down and the onset of a
global economic recovery triggersincreased power demand.
Investment demand will likely remain onthesidelines, with
other asset classes viewed as more attractive options.
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PRECIOUS METALS

Safe haven demand to buoy gold prices in 2009

Precious metals have definitely been living up to their
name as a safe haven asset, as the sub-index was alonein
posting again in thefirst quarter —and adouble digit gain
toboot. Gold prices have remained above US$900 through
most of February and March as uncertainty surrounding
the global economy and the financial sector continued to
dominate the markets. Aswell, heightened fears regard-
ing the impact of quantitative easing on inflation and the
value of the USD have aso given the metal aboost. His-
torically, gold has moved in the opposite direction to the
USD (vsthe euro). But in January, this negative relation-
ship began to break down, with both prices moving in the
same direction, asthe USD also benefited from investors
flight to safety.

But evenwithinvestorsincreasingly looking tothe USD
asasafe store of value, investment demand for goldisstill
ontherise. Whiletraderswere unwinding paper holdings
during the fourth quarter of last year, this trend has since
reversed course, with non-commercial net long positions
on the COMEX rising by over 30% this year. Investor
demandfor physical bullion, which never redlly logt itsluster,
has continued to soar thisyear, with Exchange Traded Fund
(ETF) holdings (backed by physica bullion) reaching record
levels of over 1,300 tonnesthisyear.

Going forward, a further deterioration in global eco-
nomic conditionswill likely trigger morerisk aversion, and
hence investor interest in the yellow metal. Aswell, we
suspect that the greenback will succumb to the pressures
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PRECIOUS METAL PRICES:
RECENT PERFORMANCE AND FORECAST

Price Unit Month/ | Year/ Forecast

Level* Month | Year Level

Mar-09 % Chg | % Chg | Dec-09] Dec-10
Gold 924.48 |US$/ounce -3.6 -0.6] 935.00 800.00
Silver 13.14 |US$/ounce -1.0 -23.7 13.00 12.50

of weak domestic growth, near-zero short-term interest
rates and a massive budget deficit, falling to about 65-70
US cents against the euro by the end of this year. And
while we have seen some disconnect in the traditional re-
lationship between gold and the USD, we expect that the
negative correlation will be restored as the greenback be-
comes a less attractive investment tool. As such, there
existssome upsidefor gold prices, though thetrading range
will remain quitetight. Further outin 2010, gold priceswill
be pressured down as economic conditions improve, the
USD reverses course, and other assets such as equities
are in recovery mode. Inflation will remain a concern.
However, arelatively weak economic recovery will afford
central bankssometimeto pull liquidity out of thefinancial
system prior to these price pressures breaking out.

Silver to outshine gold in 2010

Whilesilver’sindustrial nature dominated price move-
ments during the fourth quarter of 2008, its safe haven,
precious metal characteristics took the reigns in January.
Indeed, worsening economic conditionsand arally ingold
prices drove silver prices to outshine its yellow counter-
part, surging 22% during the first quarter. Asaresult, the
gold:silver priceratiofell to the (still elevated) 70:1 mark,
from a 13-year high of 85:1in November.

Similar to gold, while demand for paper holdings began
to recover gradually from its steep drop during the second
half of 2008, ETF holdings were quite resilient during the
final quarter of the year, suggesting that the physical mar-
ket remains quite healthy.

Silver prices will continue to benefit from safe haven
asset buying thisyear, but like gold, will come under pres-
sure next year asarecovery in the global economy begins
to take shape. However, a pick-up in industrial demand
towardstheend of 2010 will help to mitigatethe downside,
bringing thegold:silver priceratio downto the 60-65:1 range.
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AGRICULTURAL PRODUCTS

Agricultural sector holding up well

During arecession, agricultural pricestendtoholdupa
little bit better than some other commodities, given that
people still need to eat. Hence, after an improvement in
the fundamental picture sent prices on adownward spiral
during the second half of last year, agricultural priceshave
since held up quitewell compared to al other commodities
— with the exception of precious metals — with the sub-
index falling by a meager 2.2% in thefirst quarter.

Crop pricesgot alittle boost in January from the severe
drought in Argentina, which led to uncertainty surrounding
global supplies— particularly corn and soybeans. A lower
corn supply would result in increased feed demand — and
prices—for barley and wheat, while reduced soybean pro-
duction would support canola prices. Heavy rainfal in
February eased these concerns, allowing crop prices to
succumb to the downward pressures of bumper crops
across the board and weakening demand.

Livestock prices are a little bit more sensitive to eco-
nomic conditionsgiven that high-quality meat ishighly cor-
related with income. Still, prices held firm in January, be-
fore evidence of waning demand — both domestically and
abroad —offset thedeclineininventories. Thetypica ‘grill-
ing seasonrally’ which normally beginsin March-April will
likely be delayed thisyear asthe deterioration in the global
economy weighs on demand. But with the Country of
Origin Labelling (COOL) legislation expected to result in
lower U.S. meat supply, livestock prices are likely to out-
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AGRICULTURAL PRODUCT PRICES:

RECENT PERFORMANCE AND FORECAST

Price Unit Month/| Year/ Forecast

Level* Month| Year Level

Mar-09 % Chg| % Chg| Dec-09 | Dec-10
Wheat 307.55 |US$/tonne -0.4| -47.5| 300.00] 325.00
Barley 128.05 |US$/tonne 29| -37.6] 120.00] 135.00
Canola 354.19 |US$/tonne 0.4] -42.1| 325.00| 360.00
Cattle 84.33 |US cents/lb 1.0 -5.6] 90.00] 98.00
Hog 61.54 |US cents/lb -18.0 6.5 65.00] 75.00

perform crop prices this year, as they begin to risein the
second quarter. Overall, we expect the agricultural sub-
index to slide by afurther 5% during the second and third
quarters of this year, before rebounding by about 10%
through the end of 2010.

Balanced crop markets to limit recovery

Following ayear of record production levels, crop mar-
kets are now in amore balanced position. Indeed, global
wheat ending stocks are on track to reach their highest
level in 6 yearsin the 2008-09 crop year, whileworld bar-
ley ending stocks are on pace to reach a 10-year high. In
Canada, canola carry-out stocks are on track to double
this year as both area harvested and yields broke records.
This, coupled with the fact that prices havefallen off their
2008 peaks, has tempered the battle for acreage that was
so prevalent ayear ago. Still, whileinput prices have a'so
come off the boil, some—notably fertilizer prices—remain
quite highrelativeto historical standards.

As such, farmers will be more inclined to plant less
input-intensive crops such as soybeans and canola. In-
deed, early estimates have wheat acreage in both Canada
and the U.S. falling in 2009-10, while soybean/canolaand
barley acreageincreases. Nonetheless, yieldsare expected
toreturnto (lower) trend rates, resulting in lower total out-
put across the board.

Meanwhile, consumption will likely experience some
growth this year, particularly from emerging markets de-
spitethesdowdown intheir economies. Lower freight costs
have given Canada easier access to more markets, while
the depreciation of the loonie to about 80 US cents, has
made Canadian exports much more attractive. In fact,
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CROP PRICES
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Canadian canola exports are on pace for a record year,
with China accounting for a significant portion of the in-
crease in sales, while wheat exports — through the Cana-
dian Wheat Board (CWB) — have exceeded the 10-year
average for the past 5 months despite a large global crop
and intense competition from Russia and the Ukraine.

But growth in human consumption will be offset by
declines in other demand areas, such as feed use. De-
mand for feed barley rose by nearly 7% in 2008, asit was
a cheaper alternative to wheat and U.S. corn once ex-
change rates are taken into account. With livestock herd
sizes in both Canada and the U.S. only expected to con-
tract further, demand for feed barley — and wheat to a
lesser extent —will take a hit this year.

Moreover, the plungein oil pricesand drop off in gaso-
line consumption has put the ethanol and biodiesel industry
under significant financial pressure. However, biofuel man-
datesintheU.S. arelikely to remainin place, thereby keep-
ing asignificant amount of demand for cropsintact.

Putting it al together, the large 2008-09 crop has moved
marketsinto amore balanced position, with ending stocks
returning to near-historical levels. Next year, consumption
levelswill likely beinlinewith current levels, while output
is expected to contract. However, the large carry over of
stockswill allow ending stocksto remain healthy. Accord-
ingly, priceswill likely decline further thisyear asthe glo-
bal recession unwinds, and edge up only slightly in 2010.
Still, priceswill remain above their 5-year averages.

Shrinking herd sizes to lift livestock prices
The livestock industry has been challenged by the on-

going deterioration in the global economy, as both domes-
tic and global demand for cattle and hogs hasweakened in
recent months. Canadian exportsdeclined dramatically in
January, despite the relatively low value of the loonie.
Prices, however, managed to remain within atight range,
as declining herd sizes of both cattle and hogs have pro-
vided some offset to the drop-off in demand.

Inthe U.S,, cattleinventory as of January 1% was 94.5
million head, thelowest level on record going back to 1989.
Furthermore, cattle on feed was down 6% Y/Y in Febru-
ary — marking the 10" consecutive monthly drop — sug-
gesting that slaughter rates will be down in the first quar-
ter, and likely the second aswell. Similarly, Canadian cat-
tleinventorieskicked off theyear at 13.2 million head, down
5.5% from year-ago levels.

While the cattle market has been tight for some time,
U.S. hog supplieshave been quite plentiful, making it diffi-
cult for hog producersto turn a profit. But, as of Decem-
ber 1%, total hog inventories showed their first Y/Y quar-
terly decline since 2003, falling by 2%. In Canada, inven-
tories have been on the decline since 2006, and are now
down 10% fromyear-ago levels. Furthermore, the number
of Canadian hog farms was down by nearly 14% Y/Y in
January, and is now 28% below than January 2006 levels.
These lower inventories, coupled with an 80 cent loonie
and lower feed costs, could push producers out of the red
by the second half of this year.

Therestill remainsagreat deal of uncertainty surround-
ing the impacts of the COOL legislation, of which the ‘fi-
nal rule’ kicked in on March 15", Of even greater uncer-
tainty is the fact that American packers have been asked
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CATTLE AND HOG PRICES
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to take on additional voluntary measuresregarding foreign
meat, which could result in severe adverse effects for
Canadian producers. Canada has withdrawn its WTO
challenge that wasinitiated last year, but it remains on the
sidelines should the federal government decideto reviveit
oncethe actual impacts of the new legidlation are assessed.

Inlight of these final COOL regulations, U.S. imports
of Canadian livestock declined nearly 50% during thefirst
9 weeks of the year, and now account for only 5-6% of
U.S. hogs daughtered compared to 8.5% ayear ago. Going
forward, we expect this trend to continue. Assuch, U.S.
supply will shrink, thereby providing aboost to pricesdur-
ing the second half of thisyear. Still, North American prices

have become very reliant on global demand, hence price
gainswill be limited. 2010 should see amodest uptick in
worldwide consumption alongsidetheglobal economy. And
combined with lower supply, cattleand hog priceswill reap
the rewards.

With the U.S. demand for Canadian animals shrinking,
the gap between prices in the two countries could widen.
However, one bonus for Canadian cattle producersis that
Saudi Arabia has agreed to re-open the beef market to
Canada after closing it in 2003 during the BSE outbreak.
Prior to the ban, Saudi Arabia was Canada’'s 6™ largest
export market. Thus, this access could help sustain ex-
portsamid falling global demand.

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.
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COMMODITY PRICES: AVERAGE LEVELS (1)

FOREST PRODUCTS ENERGY PRECIOUS METALS
LUMBER PULP NEWSPRINT OIL NAT GAS COAL GOLD SILVER
RLLE:D::ZTQ NBSK’ . Ix\::rs;-elz-ceji);at:, Henry Hub, LA,| Austr. Thermal Lo.ndon GOIC.’ Handy & H'erman
Composite, delivered in | New York, $/mt Cushing $/mmbtu $/mt Bullion, PM Fix, Base Price,
$/1000 Bd Ft east U.S., $/mt $/Barrel $/Troy oz $/Troy oz
2003 309.09 554.62 504.81 31.16 5.51 28.13 365.38 4.95
2004 405.08 642.12 552.02 41.69 5.88 55.19 409.41 6.71
2005 387.35 646.27 611.86 56.85 8.92 48.91 445.46 7.36
2006 327.02 721.83 666.83 66.12 6.74 50.29 604.03 11.58
2007 284.18 820.34 593.27 72.27 6.97 65.18 696.30 13.40
2008F] 252.14 862.83 698.15 99.58 8.86 127.05 872.11 15.00
2009F] 195.67 645.18 666.67 41.98 4.13 60.76 930.98 12.96
2010F] 231.25 672.50 625.00 48.00 4.75 61.25 856.25 12.64
Dec-06 281.67 770.00 660.00 62.01 6.71 49.82 629.26 13.26
Dec-07| 267.81 858.85 585.00 91.88 713 89.16 806.69 14.37
Dec-08 208.67 757.20 765.00 40.64 5.80 78.18 824 .47 10.37
Dec-09F]| 200.00 630.00 600.00 40.00 4.20 55.00 935.00 13.00
Dec-10F]| 255.00 700.00 650.00 55.00 5.15 65.00 800.00 12.55
2007 - Q1 289.02 790.00 631.42 58.10 7.16 52.65 649.62 13.29
2007 - Q2 290.91 807.82 598.33 64.93 7.53 56.36 667.27 13.36
2007 - Q3 292.40 831.14 571.67 75.19 6.17 68.48 679.88 12.70
2007 - Q4 264.38 852.42 571.67 90.87 7.01 83.23 788.43 14.25
2008 - Q1 245.87 877.23 620.00 97.98 8.65 115.39 924.74 17.59
2008 - Q2 265.47 880.00 680.00 124.03 11.37 142.71 896.05 17.21
2008 - Q3 273.36 883.76 735.00 118.27 9.03 163.41 870.31 14.95
2008 - Q4 223.88 810.34 757.59 58.06 6.40 86.70 797.34 10.24
2009 - Q1 197.69 690.72 731.67 42.91 4.56 73.03 908.92 12.65
2009 - Q2F 190.00 640.00 685.00 45.00 3.95 60.00 925.00 13.00
2009 - Q3F 195.00 625.00 650.00 40.00 3.85 55.00 950.00 13.20
2009 - Q4F 200.00 625.00 600.00 40.00 4.15 55.00 940.00 13.00
2010 - Q1F 210.00 640.00 600.00 42.00 4.50 58.00 900.00 12.85
2010 - Q2F 220.00 665.00 615.00 45.00 4.60 60.00 875.00 12.65
2010 - Q3F 240.00 685.00 645.00 50.00 4.75 62.00 850.00 12.50
2010 - Q4F 255.00 700.00 640.00 55.00 5.15 65.00 800.00 12.55
Apr-08 247.41 880.00 660.00 112.57 10.13 126.45 909.70 17.51
May-08 277.00 880.00 680.00 125.61 11.28 138.31 888.96 17.07
Jun-08 272.00 880.00 700.00 133.93 12.69 163.38 889.49 17.04
Jul-08 264.91 885.94 720.00 133.87 11.15 184.51 939.65 18.06
Aug-08 278.81 887.87 735.00 116.61 8.25 160.90 838.38 14.56
Sep-08 276.36 877.46 750.00 104.31 7.69 144.82 832.89 12.23
Oct-08 240.22 854.07 765.00 76.65 6.73 106.92 806.62 10.50
Nov-08 222.75 819.75 742.78 56.88 6.67 75.00 760.94 9.86
Dec-08 208.67 757.20 765.00 40.64 5.80 78.18 824 .47 10.37
Jan-09 200.82 717.44 755.00 41.72 5.23 82.69 859.34 11.37
Feb-09 197.15 687.96 735.00 39.01 4.51 75.03 943.16 13.46
Mar-09 195.09 666.77 705.00 47.98 3.94 61.37 924.27 13.13
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COMMODITY PRICES: AVERAGE LEVELS (2)

NON-PRECIOUS METALS & MINERALS

AGRICULTURAL PRODUCTS

ALUM | COPPER | NICKEL | ZINC |URANIUM|| WHEAT | BARLEY | CANOLA CATTLE HOGS
. . . . Instore Live, 1st Live/lean, 1st
Gasn Price. | Gash Prce. | Gash Prie. | ash Price| %% U308 || s, | Levor. Grade] Vancouver: Gradel  exoiing | exping

Cents/lb Cents/lb $/b Cents/Ib 13.5%, C$/mt| 1CW C$/mt i Conts /ug Conts m‘:

fanwvonriave 1T ¢ ]

2003 65.16 81.53 4.47 37.81 11.71 177.34 104.35 272.34 82.87 55.72
2004 78.13 130.92 6.25 47.74 18.80 186.84 98.89 282.81 81.45 53.26
2005 86.22 167.60 6.69 62.90 29.06 197.76 91.41 238.41 87.24 68.41
2006]  116.49 305.10 11.01 148.56 47.77 216.58 108.71 268.54 86.19 64.19
2007 119.71 323.24 16.90 147.52 99.07 300.26 174.99 394.08 93.92 65.69
2008F 116.70 315.75 9.62 85.07 63.85 450.96 202.94 533.24 93.73 66.09
2009F 57.18 142.58 4.65 49.53 46.00 301.67 124.04 338.68 86.68 61.54
2010F 61.25 148.75 5.14 60.50 52.25 310.00 130.50 347.50 95.00 70.25
Dec-06|  127.49 301.37 15.67 | 198.73 61.13 237.64 145.03 332.18 86.74 62.00
Dec-07 107.91 299.56 11.83 106.86 91.25 470.96 199.51 494 .93 93.03 57.33
Dec-08 67.54 138.27 4.39 49.90 51.20 329.98 133.90 329.92 84.94 59.86
Dec-09F 57.00 140.00 4.80 50.00 47.00 300.00 120.00 325.00 90.00 65.00
Dec-10F 65.00 160.00 5.50 65.00 54.00 325.00 135.00 360.00 98.00 75.00

Apr-08
May-08
Jun-08

Jul-08
Aug-08
Sep-08
Oct-08
Nov-08
Dec-08
Jan-09
Feb-09
Mar-09

134.21
132.98
134.15
139.29
125.28
114.55
96.20
84.01
67.54
64.21
60.32
60.58

393.90
387.33
374.67
381.62
346.45
317.05
223.39
168.57
138.27
145.59
150.32
170.04

13.04
12.34
10.22
9.14
8.62
8.07
5.50
4.85
4.39
5.14
4.72
4.40

102.66
100.70
85.91
84.00
78.24
78.70
59.04
52.26
49.90
53.81
50.43
55.17

68.75
61.60
58.25
61.88
64.50
62.25
47.40
49.18
53.75
51.20
46.75
43.06

532.67
483.90
426.32
397.12
401.26
367.23
317.93
322.13
329.98
340.30
317.36
307.33

229.54
241.07
240.30
247.05
212.53
189.54
154.61
150.38
133.90
137.03
128.00
128.46

623.58
608.73
636.00
626.63
525.29
465.39
358.00
353.42
329.92
365.67
359.23
354.26

89.40
94.09
95.80
100.19
101.43
102.23
92.05
89.76
84.94
84.02
82.87
84.26

2007 - Q1 127.00 269.63 18.74 157.52 81.03 233.54 149.06 334.09 94.34 64.35
2007 - Q2 125.28 346.27 21.86 166.27 122.28 243.84 170.96 359.23 93.23 73.25
2007 - Q3 115.73 349.76 13.71 146.83 106.67 307.41 180.81 409.81 93.51 69.23
2007 - Q4 110.81 327.31 13.29 119.45 86.28 416.26 199.12 473.19 94.60 55.94
2008 - Q1 124.07 352.57 13.08 109.81 79.28 611.01 212.13 623.97 91.62 58.04
2008 - Q2 133.78 385.30 11.87 96.42 62.87 480.96 236.97 622.77 93.10 72.74
2008 - Q3 126.37 348.37 8.61 80.31 62.88 388.53 216.37 539.10 101.28 74.42
2008 - Q4 82.58 176.74 4.92 53.73 50.38 323.34 146.29 34711 88.92 59.14
2009 - Q1 61.70 155.32 4.75 53.14 47.00 321.66 131.16 359.72 83.71 60.14
2009 - Q2F 55.00 140.00 4.50 47.00 45.00 300.00 125.00 345.00 85.00 60.00
2009 - Q3F 55.00 135.00 4.60 48.00 45.00 290.00 120.00 330.00 88.00 62.00
2009 - Q4F 57.00 140.00 4.75 50.00 47.00 295.00 120.00 320.00 90.00 64.00
2010 - Q1F 58.00 145.00 4.90 55.00 50.00 300.00 125.00 330.00 92.00 66.00
2010 - Q2F 60.00 145.00 5.00 60.00 52.00 310.00 130.00 345.00 94.00 68.00
2010 - Q3F 62.00 150.00 5.20 62.00 53.00 310.00 132.00 355.00 96.00 72.00
2010 - Q4F 65.00 155.00 5.45 65.00 54.00 320.00 135.00 360.00 98.00 75.00

66.23
77.18
74.82
75.53
79.36
68.38
61.59
55.97
59.86
60.40
58.59
61.44
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COMMODITY PRICES:

www.td.com/economics

% CHANGE (1)

FOREST PRODUCTS ENERGY PRECIOUS METALS

LUMBER PULP NEWSPRINT OIL NAT GAS COAL GOLD SILVER
2003 3.7 13.2 8.8 18.5 62.1 4.1 17.5 7.0
2004 31.1 15.8 9.4 33.8 6.7 96.2 121 35.5
2005 -4.4 0.6 10.8 36.4 51.9 -11.4 8.8 9.8
2006 -15.6 1.7 9.0 16.3 -24.5 2.8 35.6 57.3
2007 -13.1 13.6 -11.0 9.3 34 29.6 15.3 15.7
2008F -11.3 5.2 17.7 37.8 27.2 94.9 25.2 11.9
2009F -22.4 -25.2 -4.5 -57.8 -53.4 -52.2 6.8 -13.6
2010F 18.2 4.2 -6.3 14.4 15.1 0.8 -8.0 -2.5
Dec-06] -22.1 20.3 2.3 4.4 -48.2 36.5 23.3 52.6
Dec-07| -4.9 11.5 -11.4 48.2 6.3 79.0 28.2 8.4
Dec-08F -22.1 -11.8 30.8 -55.8 -18.7 -12.3 2.2 -27.9
Dec-09F -4.2 -16.8 -21.6 -1.6 -27.5 -29.6 13.4 25.4
Dec-10F 27.5 111 8.3 37.5 22.6 18.2 -14.4 -3.5

2007 - Q1 4.0 2.6 -5.0 -3.3 7.6 12.7 5.8 5.3
2007 - Q2 0.7 2.3 -5.2 11.8 5.1 7.1 2.7 0.5
2007 - Q3 0.5 29 -4.5 15.8 -18.0 215 1.9 -4.9
2007 - Q4 -9.6 2.6 0.0 20.8 13.7 21.5 16.0 12.2
2008 - Q1 -7.0 29 8.5 7.8 233 38.6 17.3 235
2008 - Q2 8.0 0.3 9.7 26.6 31.4 23.7 -3.1 -2.2
2008 - Q3 3.0 0.4 8.1 -4.7 -20.6 14.5 -2.9 -13.1
2008 - Q4 -18.1 -8.3 3.1 -50.9 -29.2 -46.9 -8.4 -31.5
2009 - Q1 -11.7 -14.8 -3.4 -26.1 -28.7 -15.8 14.0 235
2009 - Q2F -3.9 -7.3 -6.4 4.9 -13.4 -17.8 1.8 2.7
2009 - Q3F 2.6 -2.3 -5.1 -11.1 -2.5 -8.3 27 1.5
2009 - Q4F 2.6 0.0 -1.7 0.0 7.8 0.0 -1.1 -1.5
2010 - Q1F 5.0 24 0.0 5.0 8.4 55 -4.3 -1.2
2010 - Q2F 4.8 3.9 25 7.1 2.2 3.4 -2.8 -1.6
2010 - Q3F 9.1 3.0 4.9 1.1 3.3 3.3 -2.9 -1.2
2010 - Q4F 6.3 2.2 -0.8 10.0 8.4 4.8 -5.9 0.4

Apr-08
May-08
Jun-08

Jul-08
Aug-08
Sep-08
Oct-08
Nov-08
Dec-08
Jan-09
Feb-09
Mar-09

3.1
12.0
-1.8
-2.6

52
-0.9

-13.1
-7.3
-6.3
-3.8
-1.8
-1.0

3.1
3.0
29
29
2.1
2.0
2.0
-2.9
3.0
-1.3
-2.6
-4.1

6.8
11.6
6.6
0.0
-12.9
-10.5
-26.5
-25.8
-28.5
27
-6.5
23.0

7.7
11.3
12.5

-12.2
-26.0
-6.7
-12.5
-1.0
-13.0
-9.8
-13.7
-12.7

0.7
9.4
18.1
12.9
-12.8
-10.0
-26.2
-29.9
4.2
5.8
-9.3
-18.2

-5.7
-2.3
0.1
5.6
-10.8
-0.7
-3.2
5.7
8.3
4.2
9.8
-2.0

-8.4
-2.5
-0.2
6.0
-19.3
-16.0
-14.2
-6.0
5.1
9.6
18.4
-2.5
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COMMODITY PRICES:

% CHANGE (2)

NON-PRECIOUS METALS & MINERALS

AGRICULTURAL PRODUCTS

ALUM COPPER | NICKEL ZINC URANIUM || WHEAT | BARLEY | CANOLA | CATTLE HOGS

2003 6.4 15.2 45.1 7.2 18.6 0.4 -4.4 7.0 20.6 15.4
2004 19.9 60.6 39.8 26.3 60.5 54 -5.2 3.8 -1.7 -4.4
2005 10.3 28.0 7.1 31.8 54.6 5.8 -7.6 -15.7 7.1 28.4
2006 35.1 82.0 64.5 136.2 64.3 9.5 18.9 12.6 -1.2 -6.2
2007 2.8 5.9 53.5 -0.7 107.4 38.6 61.0 46.7 9.0 2.3
2008F -2.5 -2.3 -43.1 -42.3 -35.5 50.2 16.0 35.3 -0.2 0.6
2009F -51.0 -54.8 -51.7 -41.8 -28.0 -33.1 -38.9 -36.5 -7.5 -6.9
2010F 71 4.3 10.5 221 13.6 2.8 52 2.6 9.6 14.2
Dec-06 25.0 45.1 157.3 139.8 67.5 13.6 49.3 52.7 -7.8 -3.0
Dec-07 -15.4 -0.6 -24.5 -46.2 49.3 98.2 37.6 49.0 7.3 -7.5
Dec-08F -37.4 -53.8 -62.9 -53.3 -43.9 -29.9 -32.9 -33.3 -8.7 4.4
Dec-09F -15.6 1.3 9.4 0.2 -8.2 -9.1 -10.4 -1.5 6.0 8.6
Dec-10F 14.0 14.3 14.6 30.0 14.9 8.3 12.5 10.8 8.9 15.4

2007 - Q1 2.9 -15.8 24.9 -17.2 37.4 1.4 7.1 6.1 7.7 2.8
2007 - Q2 -1.4 28.4 16.7 5.6 50.9 4.4 14.7 7.5 -1.2 13.8
2007 - Q3 -7.6 1.0 -37.3 -11.7 -12.8 26.1 5.8 141 0.3 -5.5
2007 - Q4 -4.2 -6.4 -3.1 -18.7 -19.1 35.4 10.1 15.5 1.2 -19.2
2008 - Q1 12.0 7.7 -1.6 -8.1 -8.1 46.8 6.5 31.9 -3.1 3.7
2008 - Q2 7.8 9.3 -9.3 -12.2 -20.7 -21.3 1.7 -0.2 1.6 253
2008 - Q3 -5.5 -9.6 -27.5 -16.7 0.0 -19.2 -8.7 -13.4 8.8 2.3
2008 - Q4 -34.7 -49.3 -42.9 -33.1 -19.9 -16.8 -32.4 -35.6 -12.2 -20.5
2009 - Q1 -25.3 -12.1 -3.3 -1.1 -6.7 -0.5 -10.3 3.6 -5.8 1.7
2009 - Q2F -10.9 -9.9 -5.3 -11.5 -4.3 -6.7 4.7 -4.1 1.5 -0.2
2009 - Q3F 0.0 -3.6 2.2 2.1 0.0 -3.3 -4.0 -4.3 3.5 3.3
2009 - Q4F 3.6 3.7 3.3 4.2 4.4 1.7 0.0 -3.0 2.3 3.2
2010 - Q1F 1.8 3.6 3.2 10.0 6.4 1.7 4.2 3.1 2.2 3.1
2010 - Q2F 3.4 0.0 2.0 9.1 4.0 3.3 4.0 4.5 22 3.0
2010 - Q3F 3.3 3.4 4.0 3.3 1.9 0.0 1.5 2.9 21 5.9
2010 - Q4F 4.8 3.3 4.8 4.8 1.9 3.2 23 1.4 2.1 4.2

Apr-08 -1.0 34 -7.2 -9.1 -6.8 -13.2 53 -4.5 -1.1 16.0
May-08 -0.9 -1.7 -5.4 -1.9 -10.4 -9.2 5.0 2.4 5.2 16.5
Jun-08 0.9 -3.3 -1741 -14.7 -5.4 -11.9 -0.3 4.5 1.8 -3.0
Jul-08 3.8 1.9 -10.6 2.2 6.2 -6.9 2.8 -1.5 4.6 0.9
Aug-08 -10.1 -9.2 -5.8 -6.9 4.2 1.0 -14.0 -16.2 1.2 5.1
Sep-08 -8.6 -8.5 -6.4 0.6 -3.5 -8.5 -10.8 -11.4 0.8 -13.8
Oct-08 -16.0 -29.5 -31.8 -25.0 -23.9 -13.4 -18.4 -23.1 -10.0 -9.9
Nov-08 -12.7 -24.5 -11.8 -11.5 134 1.3 -2.7 -1.3 -2.5 -9.1
Dec-08 -19.6 -18.0 -9.5 -4.5 4.1 24 -11.0 -6.6 -5.4 6.9
Jan-09 -4.9 53 17.0 7.8 -13.0 3.1 23 10.8 -1.1 0.9
Feb-09 -6.1 3.3 -8.1 -6.3 -15.9 -6.7 -6.6 -1.8 -1.4 -3.0
Mar-09 0.4 131 -6.8 9.4 -100.0 -3.2 0.4 -1.4 1.7 4.9
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TDCI-
uss
INDEX

TDCI-
uss$
INDEX
ex-
energy

TD COMMODITY PRICE INDICES (TDCI)

US$ SUB-INDICES

FOREST
PROD-
UCTS

ENERGY)|

PREC-
IoUs

NON-

PREC | AGRI.
METALS| PROD-
METALS| & MIN. | UCTS

TDCI-
Cc$

TDCI- | |NDEX
C$ ex-

INDEX energy

C$ SUB-INDICES

FOREST
PROD-
UCTS

ENERGY

NON-
PREC- PREC AGRI.
IOUS |METALS| PROD-
METALS| & MIN. UCTS

2003| 140.8 92.9 83.8 184.4 108.6 98.2 99.2 197.6 130.4 117.6 258.7 152.4 137.7 139.2 || 1.40
2004 168.6 114.2 100.4 218.0 125.1 135.1 105.2 219.3 148.5 130.6 283.6 162.8 175.8 136.8 || 1.30
2005 222.9 123.2 102.1 313.4 136.2 158.3 105.6 270.0 149.3 123.6 379.6 164.9 191.8 127.9 || 1.21
2006 227.3 158.9 101.8 289.4 188.4 255.6 110.6 257.7 180.2 115.5 328.2 213.7 289.9 125.5 | 1.13
2007| 252.2 190.0 98.0 308.7 217.3 337.7 141.3 272.4 205.1 105.8 333.4 234.7 364.7 152.6 || 1.05
2008F| 300.2 175.9 101.8 413.1 268.2 250.6 182.7 362.0 212.1 122.7 498.2 323.4 302.2 220.3 || 1.09
2009F| 155.2 124.5 84.2 183.0 279.4 130.9 133.0 187.2 150.3 101.6 220.8 336.9 157.9 160.5 || 1.21
2010F| 171.0 128.9 87.1 209.1 258.6 143.5 140.5 194.2 146.5 99.0 237.5 294.0 163.0 159.6 || 1.14
Dec-06| 232.7 176.9 98.8 283.3 199.6 310.6 119.6 267.7 267.7 203.5 113.6 325.9 229.6 3574 | 1.15
Dec-07| 273.2 181.0 97.6 356.2 248.9 279.3 182.3 273.2 181.0 97.6 356.2 248.9 279.3 182.3 || 1.00
Dec-08| 175.0 129.4 95.6 216.3 245.0 138.1 138.0 185.4 137.1 101.4 229.3 259.7 146.4 146.3 || 1.06
Dec-09F| 152.9 123.6 80.6 179.6 280.6 132.1 133.7 168.2 135.9 88.6 197.6 308.7 145.4 147.1 || 1.10
Dec-10F| 185.6 133.4 92.2 233.1 243.3 152.1 146.7 207.9 149.4 103.3 261.0 272.5 170.4 164.3 || 1.12

2007 - Q1| 235.4 185.6 99.1 280.7 204.5 335.3 122.4 263.3 207.6 110.8 314.0 228.7 375.1 136.9 | 1.12
2007 - Q2| 257.4 206.5 98.4 303.6 209.4 399.3 128.6 276.7 222.0 105.8 326.5 225.1 429.3 138.3 || 1.08
2007 - Q3| 244.6 185.0 98.3 298.8 211.3 321.5 144.5 243.4 184.1 97.8 297.3 210.3 319.9 143.8 || 1.00
2007 - Q4| 271.4 182.8 96.2 351.8 244.0 294.8 169.7 270.8 182.4 96.0 351.1 243.5 294.2 169.3 | 1.00
2008 - Q1| 305.6 197.0 97.8 404.2 288.2 300.2 219.9 308.1 198.6 98.6 407.5 290.5 302.6 221.7 || 1.01
2008 - Q2| 364.0 192.0 103.1 520.2 279.6 290.6 196.8 371.8 196.2 105.3 531.3 285.6 296.8 201.1 1.02
2008 - Q3| 326.0 177.8 106.9 460.5 267.6 253.7 174.7 347.0 189.3 113.7 490.2 284.8 270.0 185.9 || 1.06
2008 - Q4| 205.3 136.6 99.3 267.6 237.4 158.0 139.3 250.3 166.6 121.1 326.3 289.4 192.6 169.8 || 1.28
2009 - Q1| 163.7 129.2 89.7 195.1 272.8 137.7 137.4 204.6 161.5 112.2 243.9 341.0 172.2 171.8 || 1.25
2009 - Q2F| 155.9 123.1 84.2 185.8 277.9 127.0 132.1 190.2 150.1 102.7 226.6 338.9 154.9 161.1 1.22
2009 - Q3F| 148.7 122.7 82.3 172.3 285.1 127.0 130.4 179.2 147.8 99.2 207.6 343.5 153.0 157.1 1.20
2009 - Q4F| 152.2 123.2 80.3 178.6 282.0 131.8 132.1 175.0 141.6 92.4 205.3 324.1 151.5 151.8 || 1.15
2010 - Q1F| 159.3 125.0 82.1 190.5 270.9 136.9 135.1 183.2 143.7 94.4 219.0 311.3 157.4 1556.3 || 1.15
2010 - Q2F| 165.2 127.5 85.1 199.3 263.7 140.8 139.4 187.7 144.9 96.7 226.5 299.6 160.0 158.4 | 1.14
2010 - Q3F| 1741 130.6 89.7 213.6 256.6 145.3 141.7 197.8 148.4 101.9 242.7 291.6 165.1 161.0) 1.13
2010 - Q4F| 185.2 132.6 91.7 233.1 243.3 150.9 145.6 208.1 149.0 103.1 261.9 273.4 169.6 163.6 || 1.12

Apr-08| 336.6| 197.3 99.8 463.1 285.7 305.8 | 206.2 341.5| 200.2 101.3 469.9 289.8 310.2 | 209.2( 1.01
May-08| 362.4 | 191.5 104.1 517.7 276.8 287.8 | 197.9 362.6 | 191.6 104.2 518.0 276.9 287.9| 198.0| 1.00
Jun-08| 386.9| 1855 104.8 569.9 276.8 272.3| 187.2 393.3| 1885 106.6 579.4 281.4 276.8 | 190.3| 1.02
Jul-08| 380.5| 187.4 105.2 555.9 294.7 2741 | 184.1 384.7 | 189.5 106.4 562.1 298.0 2772 186.1| 1.01
Aug-08| 318.7| 178.3 107.5 446.2 262.4 2546 | 177.7 334.3| 187.1 112.7 468.0 275.3 267.0| 186.4]| 1.05
Sep-08| 291.7 | 170.6 107.8 401.8 249.6 237.7 | 168.0 309.1 180.7 114.3 4257 264.4 251.8| 178.0| 1.06
Oct-08| 238.1 146.4 103.6 321.4 242.8 180.4 | 141.9 279.4 | 171.7 121.6 377.2 284.9 211.7 | 1665 1.17
Nov-08| 207.0 | 135.8 100.5 271.7 226.9 156.9 | 139.1 252.1 165.3 122.4 330.9 276.3 191.0 | 169.4 | 1.22
Dec-08| 175.3| 130.2 96.7 216.3 243.3 140.1 | 137.3 216.5| 160.8 119.4 267.1 300.5 173.0 | 169.6| 1.23
Jan-09| 171.7 | 131.2 92.7 208.5 257.0 142.4 | 1422 210.4 | 160.7 113.6 255.5 314.9 1745 | 1743 1.23
Feb-09| 158.8 | 129.2 89.7 185.7 283.9 135.3 | 135.7 197.8 | 160.9 111.8 231.2 353.6 168.5| 169.0|| 1.25
Mar-09| 161.4 | 127.0 87.0 192.5 278.1 1345 1345 204.1 160.7 110.1 243.6 351.8 170.1 1701 || 1.27
TDCI WEIGHTINGS (%)
FOREST 211 ENERGY 524 PRECIOUS 45 NON-PRECIOUS METALS 147 AGRICULTURAL 73
PRODUCTS METALS & MINERALS PRODUCTS

Lumber 9.5 Qil 23.6 Silver 0.5 Aluminum 6.6 Wheat 2.8

Pulp 5.7 Natural Gas 27.2 Gold 4.0 Copper 2.6 Barley 0.3

Newsprint 5.9 Coal 1.6 Nickel 34 Canola 1.2

Zinc 1.0 Cattle 1.8

Uranium 1.1 Hogs 1.2

Overall TDCI weights based on Canadian exports 2003-05
Sources: WSJ, FT, Ux Weekly, Random Lenghts, Pulp & Paper Weekly, GlobalCoal, Comtex, WCE, FRBNY / Haver Analytics,
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TD COMMODITY PRICE INDICES : % CHANGE

US$ SUB-INDICES C$ SUB-INDICES

TDCI-
TDCI- NON- c$ NON-
us$ |FOREST PREC- [ PREC | AGRI. [| TDCI-| |NpEX |FOREST| PREC- | PREC | AGRI.
TDCI-US$| INDEX | PROD- IOUS | METALS c$ ex- PROD- IOUS [METALS
INDEX [ex-energyy UCTS |ENERGY|METALS| & MIN. energy | UCTS |ENERGY|METALS| & MIN.

2003
2004 19.7 229 19.8 18.2 156.3 37.7 11.0 13.9 11.0 9.6 6.9 27.6 -1.7] -7.3
2005 322 7.9 1.7 43.8 8.8 17.2 0.4 231 0.5 -5.3 33.9 1.3 9.1 -6.5 -6.9
2006 2.0 28.9 -0.2 1.7 38.4 61.5 48 -4.5 20.7 -6.6 -13.5 29.6 51.2 -1.9 -6.4
2007 11.0 19.6 -3.8 6.7 15.3 32.1 27.7 57 13.9 -8.4 1.6 9.8 25.8 21.6 1.7
2008F| 19.0 -7.4 3.8 33.8 234 -25.8 29.3|| 329 3.4 16.0 49.4 37.8 -17.1 44.4 45
2009F| -48.3 -29.2 -17.3 -565.7 42 478 -27.2| -48.3 -29.2 -17.2 -55.7 42 478 -27.2 10.2
2010F| 10.2 3.5 3.5 14.3 -7.5 9.6 5.6 3.7 -2.5 -2.6 7.6 -12.7 3.3 -0.5 -5.8
Dec-06 -14.2 35.2 -2.0 -28.9 27.8 75.1 10.8f| -15.0 -15.0 33.9 -3.0 -29.6 26.5 73.3 -1.0
Dec-07| 17.4 2.3 -1.2 25.8 24.7 -10.1 52.5 21 -32.4 -52.1 213.5 -23.6 21.6[ -49.0f -131
Dec-08F -36.0 -28.5 -2.0 -39.3 -1.6 -50.5|  -24.3| -321 -24.2 3.9 -35.6 43 476 -19.8 6.0
Dec-09F -12.6 -4.5 -15.7 -17.0 14.5 4.3 -3.2) -93 -0.9 -12.6 -13.8 18.9 -0.7 0.5 3.8
Dec-10F 214 7.9 14.5 29.7 -13.3 15.1 9.7 23.6 9.9 16.5 32.1 -11.7 17.2 1.7 1.8
2007 - Q1 4.0 6.6 0.4 2.5 5.7 10.2 42 -0.2 2.4 -3.6 -1.6 15 5.8 0.0 -4.0
2007 - Q2 9.3 1.3 -0.7 8.2 2.4 191 5.1 5.1 6.9 -4.5 4.0 -1.6 14.5 1.0 -3.9
2007 - Q3 -5.0 -10.4 -0.1 -1.6 0.9 -19.5 12.3|| -121 -17.1 -7.6 -8.9 -6.6 -25.5 4.0 -7.5
2007 - Q4 10.9 -1.2 -2.1 17.8 15.5 -8.3 17.4{ 11.3 -0.9 -1.8 18.1 15.8 -8.0 17.8 0.3
2008 - Q1 12.6 7.8 1.6 14.9 18.1 1.8 29.6/ 13.8 8.9 2.7 16.1 19.3 2.8 30.9 1.0
2008 - Q2 191 -2.5 5.4 28.7 -3.0 -3.21 105/ 20.7 -1.2 6.8 30.4 1.7 -1.9 -9.3 1.3
2008 - Q3 -104 -7.4 3.7 -11.5 4.3 1271 113 6.7 -3.5 8.0 -1.7 -0.3 -9.0 -7.5 4.2
2008 - Q4 -37.0 -23.2 -7.1 -41.9 -11.3 -37.71  -20.3| -27.9 -12.0 6.5 -33.4 1.6 -28.7 -8.7|| 204
2009 - Q1 -20.2 -5.4 -9.6 -27.1 14.9 -12.8 -1.3|[ -18.2 -3.1 -74 -25.3 17.8 -10.6 1.2 -2.5
2009 - Q2F -4.7 -4.7 -6.1 -4.8 1.9 -7.8 -39 -7 -7.0 -8.4 =71 -0.6 -10.0 -6.2 -2.4
2009 - Q3F -4.6 -0.4 -2.3 -7.2 2.6 0.0 -1.3|( -5.8 -1.6 -3.4 -8.3 1.3 -1.2 -2.5 -1.2
2009 - Q4F 2.4 0.5 -2.4 3.6 -1.1 3.8 1.3 -2.3 -4.2 -6.9 -1.1 -5.6 -1.0 -3.4 -4.6
2010-Q1F 4.7 1.5 2.2 6.7 -3.9 3.9 2.3 4.7 15 22 6.7 -3.9 3.9 2.3 0.0
2010 - Q2F 3.6 2.0 3.6 4.6 -2.6 2.8 3.2 25 0.8 2.4 3.4 -3.8 1.7 2.0 -1.1
2010 - Q3F 5.4 24 5.4 71 -2.7 3.2 1.6 5.4 2.4 5.4 7.1 -2.7 3.2 1.6 -0.3
2010 - Q4F 6.4 1.5 2.3 9.1 -5.2 3.8 2.8 52 0.4 11 7.9 -6.3 2.7 1.6 -0.8

Apr-08 3.0 -3.5 15 5.8 -6.0 -3.6 -7.5 4.4 -2.2 2.9 7.2 -4.8 -2.3 -6.3 1.3
May-08 7.7 -2.9 43 11.8 -3.1 -5.9 -4.0 6.2 -4.3 2.9 10.2 -4.4 -7.2 -5.4 -1.4
Jun-08 6.8 -3.2 0.7 10.1 0.0 -5.4 -5.4 8.5 -1.6 2.3 11.9 1.6 -3.8 -3.8 1.6
Jul-08 -1.7 1.0 0.3 -2.5 6.4 0.6 | 2.2 0.5 -0.2 -3.0 5.9 0.1 -2.2 -0.5
Aug-08 -16.2 -4.8 22 -19.7 -10.9 -7.1 -3.4|f -13.1 -1.3 6.0 -16.7 -7.6 -3.7 0.1 3.7
Sep-08 -8.5 -4.4 0.3 -10.0 -4.9 -6.7 5.5 -7.5 -3.4 1.3 -9.1 -3.9 -5.7 -4.5 1.0
Oct-08 -18.4 -14.2 -3.9 -20.0 -2.7 -24.1 -15.5| -9.6 -5.0 6.4 -11.4 7.7 -15.9 -6.5 10.8
Nov-08 -13.1 -7.2 -3.0 -15.5 -6.5 -13.0 2.0 -9.8 -3.7 0.7 -12.3 -3.0 -9.8 1.7 3.8
Dec-08 -156.3 -4.1 -3.8 -20.4 7.2 -10.7 -1.3|f -14.1 -2.8 -2.5 -19.3 8.7 -9.4 0.1 14
Jan-09 -2.1 0.8 -4.1 -3.6 5.6 1.6 3.6 -2.8 0.0 -4.8 -4.4 4.8 0.8 2.8 -0.8
Feb-09 -7.5 -1.5 -3.2 -11.0 104 -5.0 -4.6| -6.0 0.1 -1.6 -9.5 12.3 -3.4 -3.0 1.7
Mar-09 1.6 -1.7 -3.0 3.7 -2.0 -0.6 -0.9 3.2 -0.2 -1.5 53 -0.5 0.9 0.7 1.6
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