The Economic Outlook: Navigating Uncertainty

James Marple

Managing Director & Senior Economist

TD Bank Group
April 8, 2021




Disclaimer:

This report is provided by TD Economics for customers of TD Bank 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 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. 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 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.



Overview E

« Tension in the economic forecast:
 Virus resurgence vs. vaccine rollout
« Health vs. economic outcomes
« Lockdowns vs. policy supports

* The legacy of the pandemic:
« Elevated government debt
« Shifts in demand for goods/services/real estate
* Inflation (?)
* Deglobalization (?)
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Light At the End of the Tunnel: Vaccines Are E
Key to Better Economic Outlook in 2021

Vaccines Administered; Share of Population, %
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Note: *UK as of April 4, 2021 while all others as of April 5, 2021.
Source: OWID, TD Economics.




"Herd Immunity" Within Sight ™D

% of Population
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Source: CDC, TD Economics™ At least one vaccine dose. Data as of April 6, 2021.
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Recovery in Hard Hit Sectors Set to Accelerate E
As Health Crisis Comes to an End

Change in Employment by Sector; Thousands of People
Utilities
Transportation & warehousing
Mining & logging
Financial activities
Construction
Information
Educational Services
Other Services
Manufacturing
Retail & wholesale trade
Professional & business services
Health & social assistance
Government
Leisure & hospitality

-3,500 -3,000 -2,500 -2,000 -1,500 -1,000 -500 0

*March 2021 from February 2020.
Source: Bureau of Labor Statistics, TD Economics.
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Double Shot of Fiscal Stimulus To Raise Economic
Growth to Fastest Rate in Four Decades

Real GDP Growth Forecast, Q4/Q4 % Change
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*Total of $900 bn in Dec. 2020 and the $1.9 tn American Rescue Plan Act in Mar. 2021. Source: TD Economics.




Personal Income Supports More than Offset
Pandemic Losses

9 Trillions of Constant $2012 U.S. Dollars

18

17

16

15

14

13

12

11

Forecast
\/ —Disposable Personal Income
—Personal Consumption Expenditures
2019 2020 2021 2022

Source: Bureau of Economic Analysis, TD Economics




Households Reacted Quickly to $600 Stimulus Checks ™D

30 U.S. Spending % Difference from Baseline*
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50 Second Stimulus Payments Start Jan 4
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*Seasonally adjusted.
Source: Affinity Solutions, TD Economics. Last observation February 14, 2021.
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Consumer Confidence Evident In Big Ticket Purchases ™D

Year/Year % Change Thousands, SAAR Personal Consumption Expenditure, Year/Year % Change
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Source: BEA, TD Economics

Source: Corelogic, NAR, TD Economics
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Red Hot Housing Market Another Reason for
Optimism on Spending Outlook

Existing Home Price; Y/Y % Change Months' Supply
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*At current sales rates. Source: National Association of Realtors




New England Leading the Country in Home Price Growth ™D

Annual Percent Change in HPI; December to December
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Source: Corelogic, TD Economics
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Aid to State & Local Governments Is Signficant

Estimated Aid to State & Local Government as a % of GDP*
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*Q3-2020. Source: House Committee on Oversight and Reform, TD Economics.
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A Different Situation From Last Recession E

State & Local Government Contribution to Real GDP Growth; Percentage Points (Annualized)
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Source: Bureau of Economic Analysis
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Job Recovery Will Bring People Back to Workforce

.S. Unemployment Rate; Percent of Labour Force
- ==Counterfactual unemployment rate*
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*Holding labour force at February 2020 level. Source: Bureau of Labor Statistics, TD Economics




The Aftermath: Global Government Debt Burdens E
Eclipse Levels During the Post-War Period

160 Gross Government Debt, % of GDP

140 ww1 ww?2 Global Financial Crisis COVID-19

120 Q == Advanced Economies [
(]

100

" ‘\ —Emerging Markets ,o—~'
\
i\ o US. ,
[}
[}

80

60

40

20

0
1880 1892 1904 1916 1928 1940 1952 1964 1976 1988 2000 2012  2024F

Note: Data from 2021 to 2025 are based on the IMF forecast.
Source: IMF, TD Economics.
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Debt Risks Rise As Interest Rates Normalize

Federal Debt as a Percentage of GDP
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Forecast
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Source: CBO, TD Economics. Note: Projections don't include 1.9T of fiscal stimulus
Total Factor Productivity growth is the growth of real output per unit of combined labor and
capital services in the nonfarm business sector

Federal Debt as a Percentage of GDP
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Source: CBO, TD Economics. Note: Projections don't include 1.9T of fiscal stimulus
Interest Rate is the effective rate on federal debt




Whither Inflation? ™D

3(\)(ear-over-year % Change in M2 Money Supply (Currency + Demand, Checking, Savings, & Small-time Deposits)
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Source: Federal Reserve




Pandemic Will Likely Exacerbate "Deglobalization™ ™D

© Globalization Deglobalization

Trade Openness Index*
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*Index is defined as the sum of world exports and imports, divided by world GDP. Source: OWID, TD Economics.
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U.S.-China Tensions Likely to Persist

USS. Billions

2018

2019

m Actual Trade Deficit

m Trade Deficit (if Phase-1 deal was on track)

2020

Note: Data reflect US-China bilateral trade in goods (services not included). 2020 data is year-to-date from Q1 to Q3.

Source: Census Bureau, TD Economics.
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