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The Economic Outlook

_Real GDP, Annualized Quarter/Quarter % Change
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Forecast by TD Economics as at March 2010;
Source: Bureau of Economic Analysis/Haver Analytics
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PRODUCTION IS COMING
BACK ONLINE

U.S. RECESSION HAS ENDED
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Forecast

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

Q3-10

Manufacturing and Non-Manufacturing Purchasing Managers Indexes; Expansion = 50+
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Source: Institute for Supply Management
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FUELED BY RESURGENCE IN
EXPORTS

Exports of Goods and
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Source: U.S. Census Bureau and Haver Analytics.
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INVESTMENT = JOBS
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Source: Bureau of Labor Statistics, Bureau of Economic Analysis and Haver Analytics.
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JOB LOSSES SLOWING

Net Job Change in Non-Farm Payrolls, M/M Difference
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Source: Bureau of Labor Statistics
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AND ARE ON THE MEND
REGIONALLY

Regional Non-Farm Payrolls, % Change (3-Month Moving Average)
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Source: Bureau of Labour Statistics , Moody's/Economy.com, TD Economics
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RETAIL SPENDING GAINING
SOME MOMENTUM

Retail Sales, 3-Mo. Avg. % Change
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Source: U.S. Census Bureau

www.td.com/economics 9

HOUSING MARKET ON THE
MEND?

Months' Supply*
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*At current sales rate.
Source: Census Bureau, National Association of Realtors, Haver Analytics, Bloomberg
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NORTHEAST INVENTORIES IN Bank Fimaacial Grosp
BETTER SHAPE B

Months of Supply of Existing Homes*
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*At current sales rate.
Source: Census, NAR, Moody's Economy.com, and TD Economics estimates.
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NORTHEAST MARKET A CUT
ABOVE THE REST

Existing Home Prices, Index 2002=100
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HERE'S HOW THEY STACK UP [iD Bask Fiusacial Grows

COMPARISONS FROM PEAK LEVELS

% change from peak
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HOWEVER THE RECOVERY
WILL BE GRADUAL ...

U.S. Recessions & Recoveries in Real GDP
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Source: Bureau of Economic Analysis, TD Economics
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.. AS THE ECONOMY CONTINUES 55 mask Fiusacil Gromp
TO FACE STRONG “HEADWINDS”

1.Housing

2.Employment

3.Household Balance Sheets
4.Credit Flows
5.Commercial Real Estate

6.Stimulus Measures
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1. HOUSING SALES BUOYED =5 peak Finsscl 6
BY TEMPORARY TAX CREDIT

Pending Home Sales Index (2001 = 100)
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Source: Census Bureau
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AND FORECLOSURES REMAIN et meck srascta
AN ISSUE B .

Percent of total mortgage loans

== Seriously Delinquent e |1 Foreclosure
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Source: Mortgage Bankers Assocation/Economy.com
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LESS SO IN NORTHEAST

SERIOUSLY DELINQUENT MORTGAGES

2 - Difference in delinquency rate between Northeast and U.S.*

AV
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*Excluding Northeast. Mortgages delinquent 90 days or in foreclosure
Source: Mortgage Bankers Association, Economy.com
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2. JOBS HAVE A LONG WAY
TO CLAW BACK

U.S. Employment, Indexed to start of recession
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Source: Bureau of Labor Statistics
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3. BALANACE SHEETS DRIVING 55} Besk Finsacisl G
HOUSEHOLDS TO DELEVERAGE

Revolving consumer credit; year-over-year % change
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4. BANKS HAVE CUT BACK
ON LENDING ...

Total Bank Credit, Q/Q Change, SAAR Blins $
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... AND CREDIT CONTINUES TO
CONTRACT ACROSS THE PRIVATE
SECTOR

Credit Market Liabilities, Q/Q Chg Blns $
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5. COMMERCIAL REAL ESTATE B Boak Fimonchi Greap
CONTINUES TO FACE CHALLENGES

MIT Commercial Real Estate Price Index (Q1- 1984 = 100)
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Source: MIT Center for Real Estate
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WILL COMMERCIAL REAL 55} Besk Finsacisl G
ESTATE UNHINGE RECOVERY?

AA Commercial Mortgage Backed Security - Treasury Spreads, Basis Points
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NORTHEAST IN BETTER
POSITION

CMBS DELINQUENCIES

Difference in delinquency rate between Northeast and U.S.
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Source: Economy.com
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6. FISCAL STIMULUS WILL BE A
DRAG ON GROWTH AS IT IS TD Boenk Finaacial Growp
WITHDRAWN

Fiscal stimulus, percentage point impact on real GDP growth (annualized)
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Estimates by TD Economics based on Congressional Budget Office spend out analysis.
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U.S. federal government spending and revenues; %
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Source: Congressional Budget Office, *forecast by CBO
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STATE GOVERNMENTS CONTIN

TO EXPERIENCE LARGE BUDGET

SHORTFALLS

State fiscal 2010 budget shortfalls; % of
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A PERIOD OF STRUCTURAL
FEDERAL DEFICITS LOOMS
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general budget

Shortfalls closed in FY2010*
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*Shortfalls closed through spending cuts, withdra
increases, and use of federal stimulus dollars.
Source: Center on Budget and Policy Priorities
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FED FUNDS RATE TO REMAIN
LOW FOR SOME TIME

8 Fed Funds Target Rate, %
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Forecast by TD Economics as at March 2010;
Source: Bank of Canada, U.S. Federal Reserve Board.
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BUT AT SOME POINT MONETARY

POLICY WILL NEED TO BE
REIGNED IN

Monetary Base, US$ Billions
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*Quantitative easing / credit easing; Source: Federal Reserve Board QE/CE*
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OUTLOOK FRAUGHT WITH

Bank Fiuoncial
RISKS... B .

Upside risks:
e U.S. consumers rebound faster than expected

« Home prices recover at faster rate

Downside risks:

e Regulatory uncertainty is an obstacle to credit flows

» Mortgage rates spike as Fed ends purchasing program
* Foreclosures threaten housing recovery

e U.S. dollar weakness sparks inflationary threat
 Unwinding fiscal stimulus too soon or too late

U.S. commercial real estate market
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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.
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