
 

 

HOW FAST WILL CANADA’S ECONOMY RECOVER IN 2021? 
 
[Soft music plays] 
 
[Benjamin Tal, Deputy Chief Economist, CIBC World Markets] 
 
At this point, if you care about the world economy is going, you have to ask yourself 
three questions: how bad is the winter going to be? How strong the recovery is going to 
be in the second half? And how much scarring are we going to take? Namely, what is 
the long-term impact of the double dip recession of COVID? 
 
[Bracing for a bad winter] 
 
Let's start with the first question, how bad? It will be bad. But we are in the midst of a 
double dip recession.  
 
[Aerial views of an empty rail yard and an empty residential street.] 
 
The economy is now in the midst of shrinking by about two percent. So clearly, we are 
in a recession already. We know that.  
 
[An empty apartment complex in winter. A snow-covered swing set.] 
 
We know that the winter is going to be very long, and the number of cases will rise, and 
the vaccine is still not there sufficiently. So, I believe that the first quarter will be very, 
very difficult. And I think that the market is already pricing it in. We have seen it in the 
bond market already. The good news is that you can find some positives in the negative 
in the sense that even this recession could have been much worse.  
 
[A sign that says, “SORRY WE ARE CLOSED DUE TO THE CORONAVIRUS!”, is 
plastered on a shop window. An aerial view of refinery on the water.] 
 
We have to realize that we are not shutting down the economy completely the way we 
did in March or April.  
 



 

 

[A time-lapse shot of a grocery store where a man wearing a mask looks at the camera 
and holds on to a shopping cart as people pass him by. A woman sits on the couch 
holding a credit card. A closeup of a man holding a credit card and typing onto a laptop.] 
 
Also, we are much more productive at this point because we are used to living in this 
kind of situation, and e-commerce is more available for businesses, again, allowing 
them to do their work in a more efficient way. So overall, yes, it's going to be negative. It 
could have been much worse.  
 
[Strong recovery looming] 
 
The good news is that the recovery will be stronger than currently the market is 
anticipating.  
 
[Time-lapse images of the sun rising over cities at dawn.] 
 
I believe that this recovery in the second half of the year, starting in the spring, will be in 
the neighbourhood of five, six, seven percent GDP growth, up from negative two. So, it 
will be very significant. Why? Because we are ready for this.  
 
[An aerial view of a residential neighbourhood. An aerial view of a mansion. A 
computer-generated image of multiple skyscrapers and small homes emblazoned with 
the Canadian flag—in between the building are gold dollar signs.] 
 
We have a situation in which individuals, households today in Canada are sitting on no-
less than one hundred billion dollars of extra money, excess cash, excess saving, 
looking for direction. There is so much pent up demand in the system. There is money, 
income actually went up dramatically, while spending went down.  
 
[A Canadian flag flaps in the breeze in downtown Toronto. A closeup of a green light 
flashing.] 
 
Most of this money is held by wealthy individuals and they want to spend and the 
minute they have the green light to spend, they will spend that money.  
 



 

 

[Images of phones touching debit machines. A young couple shops in a high-end store. 
A time-lapse shot of a bustling airport.] 
 
And this money will be spent, where? Not on goods but on services, exactly where you 
need the money to go, exactly where we need the jobs to go. Namely, the multiplier 
impact of this spending will be very significant.  
 
[A wide shot of baggage being loaded on an airplane. An airport worker fuels-up a 
plane. A waiter places a coffee cup on a table.] 
 
Most of it will stay at home and it will go exactly where it should be going, namely the 
service sector generating employment where we need to see employment. 
 
[An aerial view of a small city covered in snow. A time-lapse image of a busy market] 
 
So, the short answer, the winter will be tough. The recovery in the second half of the 
year will be stronger than expected. We are in a position to take advantage of this kind 
of situation.  
 
[A CG image of Canadian money being printed. A card swipes through a debit 
machine.] 
 
The money is there. The ability is there. Consumer confidence is there. The income is 
there. We just need the green light to spend and this money will be spent in a very 
significant way. 
 
[Long-term economic implications] 
 
The third question, the long-term implications, namely the question is to what extent 
COVID-19 is an event or a condition? And I believe that in many ways it is an event, in a 
sense that after 2008 it took the economy many years to recover with major structural 
changes because we lost capacity, we lost employment, and it was very long and tough 
process to recover.  
 
[An empty warehouse. A time-lapse image of workers in a manufacturing plant.] 



 

 

 
At this time, I think it is very different. We have to remember that this is a very abnormal 
situation, in which the vast majority of people are not feeling financially the impact of the 
crisis. Most of the jobs lost were in low wage occupations. So, you have a very 
asymmetrical damage yield, which means that many people will be able to recover very, 
very fast. 
 
[A customer grabs a coffee to go at a coffee shop. A new empty restaurant. An aerial 
view of a manufacturing plant under construction.] 
 
Also, it's mostly services and it is much easier to start a new restaurant than establish a 
new manufacturing facility. So, the recovery would be faster. And for people who are 
feeling the pain, the government is there, which is another positive.  
 
[An aerial view of Parliament in Ottawa. A CG image of multiple skyscrapers and small 
homes emblazoned with the Canadian flag, in between the building are gold dollar 
signs.] 
 
The Canadian government is spending much more than any other country in terms of 
support. And that's why the savings rate in Canada is rising and that's why income is 
rising. And that will buy us some time until we are ready for the recovery. 
 
So bottom line, the recovery will be stronger than expected. And then we have a 
situation, in which, the recovery will be long lasting, and it will not be as bad as we have 
seen in 2008. Because the very specific nature of this crisis means that the recovery 
would be long lasting.  
 
[Impact for investors] 
 
When it comes to investment, clearly, the near-term is not positive for valuations, but I 
believe that the market is already pricing it in.  
 
[An aerial view of Google headquarters in Silicon Valley. A time-lapse shot of an airport. 
An aerial view of a city in winter.] 
 



 

 

That's one of the reasons why technology is still doing relatively OK, while the victims of 
COVID are not doing so well. That will continue to be the case during the winter. 
 
However, I think it's time to start thinking about taking positions in the laggards. In those 
industries that are not doing so well now.  
 
[An aerial view of a train. A low angle shot of an airplane landing. An aerial view of a city 
in winter. A luxurious hotel lobby. A time-lapse of a shopping mall.] 
 
Because I believe that the minute we turn the corner, especially in the second half of the 
year, you will see transportation, aviation, hospitality, restaurants, retail doing better 
than expected. So, the laggards will become the winners. 
 
I think we have to start thinking and take opportunities here in terms of valuations, 
because now the market is starting to focus only on the near term, while the medium 
term would be much, much better. Better than expected. 
 
[Soft music plays] 
 
[This video is provided for general informational purposes only and does not constitute 
financial, investment, tax, legal or accounting advice, nor does it constitute an offer or 
solicitation to buy or sell any securities referred to. Individual circumstances and current 
events are critical to sound investment planning; anyone wishing to act on this video 
should consult with his or her advisor. All opinions and estimates expressed in this 
video are as of the date of publication unless otherwise indicated, and are subject to 
change.  
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Certain information that we have provided to you may constitute “forward-looking” 
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different than the results, performance or achievements expressed or implied in the 
forward-looking statements.] 


