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U.S. ECONOMY TO EXPERIENCE A RECESSION

U.S. REAL GROSS DOMESTIC PRODUCT

-2

-1

0

1

2

3

4

5

6

Q3-07 Q1-08 Q3-08 Q1-09 Q3-09

With Stimulus
Without Stimulus

Forecast Y/Y % Chg.
 (Q4/Q4 % growth)

2007 2.2% (2.5)
2008  1.4% (0.4)
2009  1.2% (2.4)

Forecast by TD Economics as at June 2008;
Source: Bureau of Economic Analysis/Haver Analytics

Potential
growth 2.8%

Annualized quarter/quarter percent change

U.S. HOUSING DOWNTURN MUCH 
LIKE THE OTHERS…

PEAK TO TROUGH MOVEMENTS IN U.S. 
SINGLE DETACHED HOME MARKET
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…BUT PRICE DECLINES COMING IN STEEPER

PEAK TO TROUGH: U.S. DETACHED EXISTING HOME 
PRICES
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AMERICANS INCREASINGLY TURNED TO EXOTIC 
MORTGAGES

TOTAL OUTSTANDING NONTRADITIONAL 
MORTGAGES

0

5

10

15

20

25

30

Subprime Combined loan-to-
value >90%

Limited
documentation

Interest-only and
option ARMs

2001 2003 2006

Per cent of total mortgages

Source: Lehman Brothers and International Monetary Fund.



The Economic Outlook 4 TD Economics, July 2008

BAD NEWS IS STILL ROLLING IN

U.S. FORECLOSURES
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FURTHER DECLINES IN OUTPUT TO COME

U.S. INDUSTRIAL PRODUCTION & CREDIT CONDITIONS
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HOUSING MARKET WOES AFFECTING 
CONSUMER BEHAVIOUR

RETAIL SALES AND HOME PRICES
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U.S. EXPORTS OFFER PARTIAL OFFSET
TO HOUSING TROUBLES

CONTRIBUTION TO REAL GDP GROWTH
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GLOBAL ECONOMY UNLIKELY TO DECOUPLE 
FROM SLOWING U.S. ECONOMY

REGIONAL ECONOMIC GROWTH INTERLINKAGES

-10

-5

0

5

10

15

96 97 98 99 00 01 02 03 04 05 06 07 08 09
-1

0

1

2

3

4

5

6Q/Q % change* Q/Q % change*

TD Forecast as at June 2008; *Two-quarter moving average;
Source: National statistical agencies and Haver Analytics.

Advanced Asian
EMs GDP

(left scale)

U.S. consumer 
spending
(right scale)

Forecast

WORLD GROWTH TO GEAR DOWN

WORLD REAL GDP GROWTH
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GLOBAL INFLATION RISKS

GLOBAL INFLATION*
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UPSIDE TO COMMODITY PRICES LIMITED

TD COMMODITY PRICE INDEX* 
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CANADIAN DOLLAR LIKELY TO SLIP, 
BUT REMAIN STRONG

CANADIAN DOLLAR
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CANADA: NET TRADE WILL BE A DRAG

PER CENT CONTRIBUTION TO CANADIAN REAL 
GDP GROWTH
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AND DIVERSIFIED ECONOMIES LEAD TO 
STRONG EMPLOYMENT MARKETS

CANADIAN UNEMPLOYMENT RATES

3

5

7

9

11

13

15

93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08

Source: Statistics Canada

Per cent

B.C., Alberta, Sask. & Man.

Ontario & Québec

Atlantic provinces

CANADIAN HOUSING MARKET
TO REBALANCE AFTER STRONG 6-YR RUN

CANADIAN HOUSING MARKET

50

100

150

200

250

93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08F 09F
-6.0

-4.0

-2.0

0.0

2.0

4.0

6.0

8.0

10.0

12.0

Housing Starts  (left scale)

Resale House Price (right scale)

Y/Y % chg.

Source: CMHC, CREA. F: Forecast by TD Economics as at June 2008.

Thousand units



The Economic Outlook 10 TD Economics, July 2008

CONVERGENCE IN HOME PRICE GROWTH

AVERAGE RESALE HOME PRICE
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OUTLOOK FOR ATLANTIC HOME PRICES

CANADIAN RESALE HOME PRICES
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BALANCED MARKET CONDITIONS EXPECTED

REGIONAL HOUSING SUPPLY & DEMAND CONDITIONS
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CANADIAN ECONOMIC GROWTH TO WEAKEN

CANADIAN REAL GDP
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F: Forecast by TD Economics as at March 2008; Source: Statistics Canada/Haver Analytics

Potential
growth 2.8%

Forecast Y/Y % Chg.
 (Q4/Q4 % growth)

2007  2.7% (2.8)
2008F  1.0% (0.9)
2009F 1.8% (2.5) 
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WESTERN OUTPERFORMANCE TO PERSIST

REAL GDP GROWTH FORECAST 2008
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BANK OF CANADA AND FEDERAL RESERVE 
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INVESTMENT THEMES

1. Credit market will gradually recover, but fallout will take 
time to be felt.

2. Economic slowdown in U.S., Canada and overseas will 
lead to sluggish gains in corporate profits. 

3. Look for a low-to-mid single digit return on bonds.

4. Decline of the U.S. dollar will be halted by improving 
economic conditions next year and in reaction to lower 
interest rates overseas.

TD Economics
www.td.com/economics

The information contained in this report has been prepared for the information of our customers by TD Bank Financial Group.  The
information has been drawn from sources believed to be reliable, but the accuracy or completeness of the information is not 

guaranteed, nor in providing it does TD Bank Financial Group assume any responsibility or liability.


