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2013 ECONOMIC DEVELOPMENTS AT THE METRO LEVEL

* In this edition of the Metrobeat, we review the economic performance of Canada’s main metros in 2013. The big stories
at the national macroeconomic level have been the persistently low pace of inflation and the resiliency of the housing
market. We review how these developments played out at the more local level.

Western Canada

* In Western Canada, strong demographics and robust income growth in Alberta and Saskatchewan once again contributed
to an overperformance of their labour market last year. Of note, price pressures are in, or near, deflationary territory in
Vancouver and Victoria. Housing starts remained especially buoyant in the metros of Saskatchewan.

Central Canada

* InCentral Canada, Toronto and Montréal saw no improvement in their unemployment rate despite spectacular job creation
numbers. Meanwhile, fiscal restraint led to job losses in Ottawa-Gatineau. Inflationary pressures were especially soft in
the two Québec metros, and housing starts tumbled in Toronto, Montréal and Québec City.

Atlantic Canada

* InAtlantic Canada, Saint John’s labour market saw noticeable improvements by year’s end while job markets in Halifax
and St. John’s mainly stood still throughout 2013. Housing starts were down across the board, but more significantly in

Saint John.

Unemployment S.A. Job Creation Average Home Price Population Personal Disposable
Rate' (3rd quarter, 000s) ($000s)" ("000s)? Income ($)'

Data last updated Jan-2014 2013Q4 Jan-2014 Dec-2013 2013Q4
Western 5.5 191 572 6,064 35,822
Central 7.6 6.7 427 12,965 30,595
Atlantic 6.4 4.2 257 751 31,338

INotes: Population-weighted based only on the 3 to 6 metros in each of the 3 major regions.
? For Saint John and St.John's, figures approximated using the 2011 Census and 2006-2011 average population growth rate.

Source: Statistics Canada, Canadian Real Estate Association, Conference Board of Canada.
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WESTERN CANADA

Last year, economic performances were mixed across
the western metros. Victoria saw its price level deflate by
0.3% on average in 2013. The economy shed almost 1% of
its jobs, and the labour market was still 3% below its pre-
crisis level. The unemployment rate remained stable, as
population growth was negligible. Real GDP growth stands
at an estimated 0.2% in 2013, and should average 1.9% over
the next two years. A significant drag will stem from hous-
ing starts, which are forecast to plummet by 31% in 2014.

Vancouver also saw negligible inflation over the year
(+0.1%). The labour market had a negative tally of job
creation for the first time since 2009 (-1.6k), while the un-
employment rate stayed in the mid-to-high 6% range. Real
GDP growth slowed down for a third straight year (estimated
at 1.3%), but should pick up the pace and average 2.7% in
2014-2015, even as housing starts contribute negatively
over our forecast horizon.

Another year, another strong performance for Calgary's
labour market, which added 23k net new jobs (+3%) and saw
its unemployment rate remain under 5% for the better part of
the year. Real GDP growth came in at 4.0% in 2013, and is
expected to slow down to 3.8% and 3.1% over the next two
years. Housing construction will lend support to economic
growth especially in 2014, as the post-flood rebuilding will
be a factor behind the expected 25% jump in starts.

The Albertan capital also had an above-average year, as
22.5k jobs were added (+3.3%). However, this impressive
growth was accompanied by a more than one point increase
in Edmonton’s unemployment rate (from 4.3% to 5.5%), as
population growth tracked higher at around 4.0% year-over-

HOUSING STARTS IN SASKATCHEWAN
WAY ABOVE TREND
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REGINA AND SASKATOON
LEADING THE PACK
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year. Real GDP growth slowed down from a nation-leading
5.9% in 2012 to an estimated 3.6% in 2013. The slowdown
is expected to continue, but the metro will still likely record
above-average growth, at 3.3% and 2.9% in 2014 and 2015
respectively. The discrepancy with its Albertan counterpart
can be attributed to the city’s stronger public sector pres-
ence and the rebuilding efforts to occur in Calgary. Housing
starts are not forecast to change significantly over 2014-15.

In 2013, Saskatoon saw its employment level increase
by 7%, as it added over 10k jobs. With population growth
still at a robust 4%, the unemployment rate declined from an
average of 5.5% in 2012 to 4.2% in 2013. Real GDP growth
remained buoyant at an estimated 4.4% in 2013, and is fore-
cast to be above average at 2.7% and 2.9% over the next two
years. The expected slowdown reflects an anticipated pull
back in crop production following a bumper crop in 2013.
Housing starts have been especially strong these past two
years compared to their decade running average, and should
therefore pull back from 3.0k to 2.2k units in 2014.

Regina also had a healthy year, with 7.5k jobs created
(+5.9%). The job market has now expanded 18% from its
pre-crisis level, which represents a national best. Its unem-
ployment rate of 3.6% was the lowest in Canada, although
it has trended upwards in recent months (January 2014 —
+4.4%). Population growth has kept its momentum at around
3%. This will, however, not prevent a pull back in housing
starts, forecast to fall by 20% each year over the two next
years. Real GDP growth will decelerate from an estimated
4.0% in 2013, t0 2.9% in 2014 and 2.7% in 2015.
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CENTRAL CANADA

Winnipeg's unemployment rate jumped from 5.4% to
6.3% in the first half of 2013, before repairing some of the
damage and finishing the year at 5.8% (December 2013).
Some 3k jobs were created last year on an annual basis,
which accounted for 90% of net job creation in Manitoba.
Real GDP growth was at an estimated 1.9% (up from 1.5%
in 2012), a pace we expect the metro to improve over our
forecast horizon (2014 +2.4%, 2015 +2.0%). Population
growth was second to Toronto in the Central Canada region
in relative terms, which helped push housing starts up by
18% compared to 2012. A pull back is nevertheless expected
in this regard in 2014. The Manitoban capital was also the
only metro in Canada to see an inflation rate above 2%, as
new consumption taxes entered the y/y calculation.

Toronto ended the year with the highest unemployment
rate across the metros of our shortlist at 8.4%. However, the
employment level was on average 4% higher than 2012’s
figure. A whopping 121k jobs were created in 2013 (Ontario
minus the Toronto CMA shed 26k). This compares very
favourably to 2012’s 36k and 2011’s 50k. Housing starts
will be a drag moving forward: they were down some 30%
in 2013 and should give up another 20% in 2014, before
losing a further 7.4% in 2015. This decrease will help cor-
rect prevailing market imbalances. A lower loonie should
contribute to a manufacturing revival, although that will also
depend on the robustness of the U.S. recovery. Consequently,
we expect real GDP growth to go from an estimated 2.0%
in 2013 to 2.3% in 2014, before reaching 2.9% in 2015.

Ottawa-Gatineau continued to suffer from public sec-
tor restraint. In 2013, public administration accounted for
14k net job losses. This did not materialize in an increase
of the metro’s unemployment rate, which remained stable
SLOWDOWN IN TORONTO HOUSING

STARTS TO CONTINUE
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UNEMPLOYMENT RATE IN THE
CENTRAL METROS
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in the low 6% range. This can be attributed to a commen-
surate decrease in the region's labour force. As a result, it
is estimated that real GDP in 2013 failed to expand after a
contraction in 2012. Looking ahead we anticipate a modest
rebound in activity in 2014 and 2015. Growth in housing
starts outperformed relative to the province at some 10.7%
in 2015, but we expect a pull back moving forward given
that the market is overbuilt.

Similarly to Toronto, Montréal failed to record any sig-
nificant improvement in its unemployment rate, as it hovered
around the 8% mark all of last year. The good news is that
the CMA created almost as many jobs in 2013 (58.6k) as it
did from 2008 to 2012 (64.8k). We estimate that real GDP
grew by 1.7% in 2013. That performance should be followed
by more robust showings of 2.2% and 2.6% in 2014 and
2015, respectively. Growth in housing starts were down 26%
compared to their 2012 level, a necessary step in correcting
the significant level of overbuilding in the city.

Québec City saw its unemployment rate remain slightly
below 5% throughout the year as the economy lost 1.4k jobs.
This marked the third straight year of weakening momen-
tum in La Vieille Capitale’s labour market, as the important
public sector is being tightened. Correspondingly, real GDP
growth in 2013 stands at a paltry 0.4%, way below 2012’s
showing of 1.6%. The forecast figures for 2014 and 2015
are at 1.9% and 2.0% respectively. Just as it was the case
for Montréal, Québec City saw housing starts edge down
significantly due to the oversupply of condos in the market.
We expect starts to gain about 10% annually over the next
two years, while the province as a whole will see modest
declines in starts each year.
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ATLANTIC CANADA

In 2013, the level of employment in Saint John was
0.9% below 2012°s level on an annual basis, but this metric
hides some significant progress towards year end. From De-
cember 2012 to December 2013, this New Brunswick metro
showed the strongest performance in the Atlantic region in
terms of employment growth, with a gain of some 5k jobs,
or 8.4%. This is particularly robust given that a third of the
economy is linked to the public sector and that these are
times of restraint. The recent increase in jobs in Saint John
brings the employment level comparable to pre-crisis levels.
Correspondingly, Saint John’s unemployment rate declined
and hit a more than two-year low of 6.4% in January 2014.
Given the weak handoff from 2012, we estimate real GDP
to have contracted by 0.2% in 2013. This poor mark should
be followed by stronger gains of 0.8% and 2.1% in 2014
and 2015, respectively. Negligible population growth of
0.2% kept a lid on housing starts, down some 44% versus
the previous year. Our forecast projects housing starts to
grow modestly in 2014 by 0.9%, before edging up more
significantly in 2015 by 10%.

Halifax had a slower year on the employment front, with
0.9% average growth, while the province overall showed
a decline of -0.3% (-0.2%). Momentum heading into 2014
was, however, trending downward, with no job gains since
the end of the second quarter. It is expected that natural gas
production (see our report Finally Some Good News For
Canadian Natural Gas Producers?) from Deep Panuke in

HOME SALES - DOWNWARD TREND
CONFIRMED?
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2014 and Irving’s shipyard investment will boost real GDP
in 2014 and 2015 by 2.4% and 3.2%, respectively (up from
1.5% in 2013). If this forecast is realized, it would put the
Nova Scotia metro at the top of our list of the strongest
Canadian metros in 2015, as shipbuilding starting that
year will significantly boost manufacturing. Demographic
growth will track the national average, but is not sufficient
to bolster housing starts. Decreasing by 5.4% in 2013, we
expect further declines of 4.0% and 8.0% over the next two
years, which will represent an underperformance relative to
the provincial showing.

St. John’s more than recouped the 2.3% contraction of
its real GDP in 2012 with an estimated national best of 5.2%
in 2013. Given the surge in oil production observed last
year (+17% over 2012's level, which itself was 26% down
from 2011's level), real GDP is expected to grow at a more
modest 0.9% in 2014 and 1.7% in 2015, reflecting a decel-
eration in production and capital spending. Employment
gains in the Newfoundland & Labrador metro did not keep
pace, with the average level of employment 0.3% below
2012’s level on an annual basis as routine maintenance on
wells was performed. Increased production seems to have
had positive spillover effects on the rest of the province's
employment showing, as Newfoundland & Labrador (not
including St. John's) added 3.1k jobs. Housing starts were
down some 20% last year but should now remain stable
over our forecast horizon.
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This report is provided by TD Economics. It is for informational and educational purposes only as of the date of writing, and may not be
appropriate for other purposes. The views and opinions expressed may change at any time based on market or other conditions and
may not come to pass. This material is not intended to be relied upon as investment advice or recommendations, does not constitute a
solicitation to buy or sell securities and should not be considered specific legal, investment or tax advice. The report does not provide
material information about the business and affairs of TD Bank Group and the members of TD Economics are not spokespersons for TD
Bank 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. This 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 the TD Bank 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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