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QUARTERLY CANADIAN ECONOMIC UPDATE 

2009 Fourth Quarter 
 
Our current business planning assumptions, based on a variety of sources, are 

summarised below in order to assist clients with their planning, forecasting and 
budgeting activities. Data shown is actual or estimated as indicated.  

 
Please note that Market Metrics assumes no liability for any actions taken or 

omitted to be taken on the basis of this information.  
 
2009 Canadian Economic Year End Summary  

 
As did other major western economies, the Canadian economy started to stall in 

late 2008 and, after having contracted by 0.7% in 2008, shrank an additional 
2.5% in 2009. However, low interest rates combined with government economic 
stimulus programs pulled Canada out of a recession by the end of the year, and 

positive real GDP growth was observed in the third and fourth quarters. Major 
economic institutions currently forecast real GDP growth of 2.3% to 2.8% in 

2010, followed by 2.6% to 3.9% growth in 2011. However, some forecasters 
expect that GDP growth in 2010 will decline throughout the year as economic 
stimulus programs wind down.  

 
Most suppliers experienced lower ICT spending levels, which are historically 

correlated to GDP growth, in 2009. This was undoubtedly problematic for those 
who set their 2009 budgets and sales forecasts in the second half of 2008 when 
2009 GDP growth was still expected to be about 2%. Most ICT suppliers slashed 

their sales forecasts, closely monitored their sales funnel, and carefully 
controlled expenses. We observed that many ICT suppliers trimmed product 

lines, slowed R&D spending and reduced their number new product introductions 
in 2009.  
 

Cisco Systems, widely regarded as the leading technology bellwether, posted 
US$ 36.1 billion in sales -- a 8.6% decline -- for the company's 2009 fiscal year 

that ended in July. In October 2009, the latest reported quarter, the company's 
revenues were down 13% compared to the previous year. Cisco stated that the 
reason for the drop was reduced customer spending due to economic conditions. 

Despite its huge size, Cisco achieved 22% revenue growth in fiscal 2007 and 
13% growth in fiscal 2008.  

 
The Bank of Canada's forecast that the USD exchange rate would average 82 
cents (PV of $1.2195) in 2009 was remarkably accurate throughout the first 

three quarters of the year. At the end of September, the year-to-date average 
rate was $1.2062. However, the Canadian dollar varied widely throughout 2009, 

from a low of 77 cents in March to a high of over 97 cents in October, and 
finished the year at about 95 cents.  
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Credit conditions in Canada remain better than in the United States. Canada's 

central bank, the Bank of Canada, steadily reduced the overnight rate from 
1.00% in January 2009 to 0.25% in June. It has remained at this rate since. By 

the end of the year, Canadian chartered banks offered a prime rate of 2.25%. 
Since it is anticipated that interest rates will rise in the second half of 2010, we 
suggest using a higher rate for business planning.  

 
At the end of 2008, unemployment was 6.6% and some economists predicted 

that it would ratchet higher, perhaps reaching levels as high as 8.2%. In March 
it reached 8.0% and remained over that level for the balance of 2009, finishing 
the year at 8.5%.  

 
 

Data Table  
 
Parameter 2006 

(Actual) 
2007 

(Actual) 
2008 

(Actual) 
2009 

(Actual) 

GDP growth (1) 3.1% 2.7% 0.7% -2.5% 
(estimate) 

Exchange rate (2) $1.1341 
(ranged from 

$1.794 to 
$1.0948) 

$1.0748 
(ranged from 

$1.1878 to 
$0.9066) 

$1.0660 
(ranged from 

$1.3008 to 
$0.9797) 

$1.1420 
(ranged from 

$1.3000 to 
$1.0292) 

Interest rate (3) 5.81% 
(ranged from 

5.25% to 
6.00%) 

6.10%  
(ranged from 

6.00% to 
6.25%) 

4.73% 
(ranged from 

3.50% to 
5.75%) 

2.40% 
(ranged from 

2.25% to 
3.00%) 

Inflation (4) 2.1% 1.7% 2.4% 1.5% 
(November) 

Unemployment rate (5) 6.3% 6.0% 6.6% 8.5% 
IT salaries (6) Not available Database 

analyst: 
$83,693 
Software 

developer: 
$70,880 
Systems 
analyst: 
$68,575 

Database 
analyst: 
$84,112 
Software 

developer: 
$75,494 
Systems 
analyst: 
$71,469 

Database 
analyst: 
$75,783 
Software 

developer: 
$76,896 
Systems 
analyst: 
$74,153 
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Notes & Sources  
 

1. GDP Growth... Chain-weighted real GDP growth in per cent from BMO Capital 
Markets Economics' "Canadian Economic Outlook". Additional forecasts for 

next year are presented from the Bank of Canada, Canadian Imperial Bank of 
Canada (CIBC), Conference Board of Canada, International Monetary Fund 
(IMF), Laurentian Bank Securities (LBS), Organisation for Economic Co-

operation and Development (OECD), Royal Bank of Canada (RBC), 
Scotiabank and Toronto Dominion Bank (TD).  

 
2. Exchange Rate... Present value of United States dollar in Canadian currency 

from the Bank of Canada, rounded to four decimal places. Previous years' 

data is from the "Year Average of Exchange Rates" report while year-to-date 
data is from "Monthly Average of Exchange Rates". The high and low 

exchange rates shown in ranges are the maximum and minimum values of 
the daily noon rate within the indicated time period. Forecast and forecast 
range, when included, are from the most recent edition of the Bank of 

Canada's "Monetary Policy Report".  
 

3. Interest Rate... Monthly prime business interest rate, in per cent, from the 
Bank of Canada times series V122495. High and low values shown in range 

are the historical high and low within time period.  
 

4. Inflation... Twelve-month rate of increase in the total Consumer Price Index 

excluding food, energy and the effect of changes in indirect taxes (core 
inflation rate), in per cent. Data is from Table A1 of the Bank of Canada's 

monthly publication titled "Banking and Financial Statistics". Forecast shown 
is from Bank of Canada. 
 

5. Unemployment Rate... Unemployment rate, in per cent, of the Canadian 
labour force. Data is from Table A2 of the Bank of Canada's monthly 

publication titled "Banking and Financial Statistics". Forecast is the mid-point 
of the range formed from the high and low values estimated by major 
Canadian economic institutions.  

 
6. IT Salaries... Data shown are the results of searches performed using the 

ComputerWorld Canada's "2009 Salary Calculator"; results shown are the 
national averages of total cash compensation for staff/technical positions 
across organizations of all size and all industries. Compensation in 2007 was 

calculated using year-over-year percentage increases. Updated annually. 
 


