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...Central Banks Take Overnight Rates
to Record Lows...
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Key for Next Week

CANADA Michael Gregory, CFA, Senior Economist

Employment
Friday, 7:00 am
Dec. (e) -30,000 (-0.2%)
Consensus  -22,000(-0.1%)
Nov. -70,600 (-0.4%)
Unemployment Rate
Dec. (e) 6.5%
Consensus  6.5%

Nov. 6.3%

Average Hourly Wages
Dec. (e) +4.3%yly
Nov. +4.6%Yy/y

Housing Starts

Friday, 8:15 am

Dec. (e) 178,000 a.r.
Consensus  172,500a.r.

Nov. 172,000 a.r.

Building Permits
Friday, 8:30 am

Nov. (e) +1.0%

Oct. -15.7%

As if taking a big breath before heading underwater, September’s record-sized (+106,900)
job gain gave way to net job losses during October and November (after adjusting for
election-related distortions). November’s total job loss of 70,600 was particularly telling,
centred exactly where you would expect it to be if the U.S. was pulling Canada into a
deepening recession, i.e., in manufacturing, transportation and warehousing. Job losses in
these trade-dependent sectors totalled 64,300 in November, the most in history. Although
reductions here during December should be less, they'll likely be augmented by payroll
parings in construction and financial services. We look for total employment to drop by
30,000, which should lift the unemployment rate a couple notches to 6.5%, the highest in
almost 22 years. The mounting slack in labour markets should apply a damper on wages,
with the growth in average hourly earnings expected to ease to 4.3% y/y.

The prior torrid construction sector continues to cool. Although housing starts are
expected to increase 3.5% to 178,000, owing to a rebound in multi-family units
following their near-30% plummet in November, this will still mark the second slowest
clip since late-2001. The demand for new homes continues to ebb as existing home
sales slide amid rising inventories, mortgage credit conditions tighten up a bit and,
most importantly, job losses begin to mount. Building permits are expected to inch up
1% in October, as a rebound on the perennially volatile non-residential front is barely
able to offset a fourth consecutive fall on the residential side.

U N |TED STATES Sal Guatieri, Senior Economist

ISM Non-Manufacturing
Tuesday, 10:00 am

Dec. (e) 35.0
Consensus  37.0
Nov. 373

Pending Home Sales
Tuesday, 10:00 am
Nov. (e) -3.0%

Consensus  -1.0%
Oct. -0.7%

FOMC Meeting Minutes
Tuesday, 2:00 pm
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The ISM measure of services, construction and resource activity likely ended the year
on a downswing after plunging to its lowest level in the series’ 11-year history. The
once-sturdy commercial construction pillar is now buckling amid tightening credit
conditions and rising retail and office vacancies, while the housing market continues
to spiral downwards. Meantime, the resource sector continues to struggle with the
monumental collapse in commodity prices. The employment sub-index likely slid
further after posting a record decline the prior month.

Pending home sales are expected to fall for the third straight month in November, by
3%, as mortgage applications for purchase dipped to eight-year lows. This would point
to a third straight decline in existing home sales in December. After stabilizing through
most of 2008 as investors bought cheap foreclosed properties, home sales have
lurched down again amid tightening credit conditions and accelerating job losses.

The Fed slashed its target rate to nearly zero and said it would pull out all the stops to
address a worsening economic outlook. The press statement suggested policymakers
would keep rates at “exceptionally low levels...for some time,” and keep the Fed'’s
balance sheet sufficiently bloated with new loans to support an economic recovery
and prevent deflation. The minutes may provide some sense of how aggressively the
Fed will purchase long-term Treasuries.
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Nonfarm Payrolls
Friday, 8:30 am

Dec. (e) -500,000
Consensus  -490,000
Nov. -533,000
Unemployment Rate
Dec. (e) 7.0%
Consensus  7.0%
Nov. 6.7%
Average Hourly Earnings
Dec. (e) +0.2%
Consensus  +0.2%
Nov. +0.4%
ADP Employment
Wednesday, 8:15 am
Dec. (e) -500,000
Nov. -472,000
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Key for Next Week

With jobless claims at a quarter-century high and job prospects worsening (according
to the Conference Board’s consumer confidence survey), employment losses likely
remained large in December even after the biggest monthly decline (533,000) in 34
years. Nonfarm payrolls are expected to contract 500,000, taking total job losses to 2.4
million (1.7%) for the year. The unemployment rate is expected to climb three-tenths
to 7%, the highest in 15 years, and is likely headed towards 9% by year’s end, the
highest in 25 years.

Note that the methodology to compile the ADP employment measure (released
two days prior to the payrolls report) has changed, and should provide a more
accurate estimate of payrolls than was the case in the past year (when it continually
overstated the monthly change in payrolls by a wide margin). The new methodology
uses the ADP figures, plus data on jobless claims and previous payrolls, to model
current payrolls. The new measure has an average error of zero in the past year and
an average absolute error of 58,000 (about one-third the standard deviation of
payroll changes).
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Financial Markets Update

CHANGE FROM: (BASIS POINTS)

JAN 2* DEC 26 WEEKAGO 4 WEEKS AGO DEC.31/08
Canadian Money Market
Call Money 150 1.50 0 -75 0
Prime Rate 3.50 3.50 0 -50 0
U.S. Money Market
Fed Funds (effective) 0.25 0.25 0 -75 0
Prime Rate 3.25 3.25 0 -75 0
3-Month Rates
Canada 0.83 0.87 -4 -56 0
United States 0.09 0.01 10 7 1
Japan 0.20 0.22 -2 -2 0
Eurozone 2.86 299 -13 -70 3
United Kingdom 271 287 -17 -6/ 6
Australia 485 4.88 3 -3 0
Bond Markets
2-year Bond
Canada 11 1.21 -10 -45 1
United States 0.75 0.89 -14 -7 -2
10-year Bond
Canada 271 2.80 9 -38 2
United States 224 213 1 -46 3
Japan 1.16 1.21 5 -21 -1
Germany 296 294 1 -7 0
United Kingdom 3.05 3.05 -1 -37 2
Australia 3.96 4.09 -13 -3 3
Currencies (% CHANGE)
US¢/CS 82.30 81.84 0.6 45 0.3
CS/USS 1.215 1222 — — —
¥/MSS 91.00 90.81 0.2 -20 0.4
USS$/Euro 1.3945 14028 -0.6 96 0.2
USS$/£ 1.448 1458 -0.7 -4 0.8
US¢/AS 7036 68.38 29 88 0.1
Commodities
CRB Futures Index 22872 215.28 6.2 96 0.4
QGil (generic contract) 4440 37.71 17.7 838 0.4
Natural Gas (generic contract) 5.65 5.81 -28 -1.6 0.5
Gold (spot price) 875.80 869.30 0.7 15.8 0.7
Equities
S&P/TSX Composite %063 811 9.0 116 0.8
S&P 500 912 873 45 4. 0.9
Nasdaq 1596 1530 43 57 1.2
Dow Jones Industrial 873 816 42 27 11
Nikkei 8360 8740 14 119 0.0
Frankfurt DAX 921 4629 6.3 123 23
London FT100 4516 217 7.1 115 1.8
France CAC40 3294 3116 57 10.2 24
S&P ASX 200 3714 3582 37 6.4 0.2

*asof 10:30am
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RESEARCH
MONDAY JANUARY 5
ITALY
Consumer Price Index
Dec.P(e) -0.1% +2.4%yly
Nov. -0.5% +2.7%Yyly

JANUARY 5 - JANUARY 9

TUESDAY JANUARY 6

EUROZONE

Services PMI

Dec. F(e) 42.0
Dec.P 420
Nov. 425

Consumer Price Index
Dec.P(e) +1.8%yly

Nov. +2.1%yly

Services PMI

Dec. (&) 39.0

Nov. 40.1

Nationwide Consumer Confidence
Dec.

Nov. 50

Nationwide House Price Index
Dec.(e) -1.5% -14.6%yly
Nov. -0.4% -13.9%yly

WEDNESDAY JANUARY 7

EUROZONE
Producer Price Index

Nov.(e) -0.9% +4.5%yly

Oct. -0.8% +6.3%yly
GERMANY

Unemployment

Dec.(e)  +10,000

Nov. -10,000

Jobless Rate

Dec.(e) 7.5%

Nov. 7.5%

AUSTRALIA
Retail Sales
Nov.
Oct. +0.7%

Global Calendar

THURSDAY JANUARY 8

EUROZONE

Real GDP
Q3F(e) -0.2% +0.6%yly
Q3P -0.2% +0.6%y/y
Q2 -0.2% +1.4%yly
Economic Confidence
Dec.(e) 72.0
Nov. 749
Jobless Rate
Nov.(e) 7.8%
Oct. 1.7%
GERMANY
Trade Surplus
Nov.
Oct. €16.4bln
Factory Orders
Nov. (e) -1.6% -19.7%yly
Oct. -6.1% -17.3%yly

Bank of England Monetary Policy
Meeting (January 7-8)

AUSTRALIA
Building Approvals

Nov.

Oct. -5.4%

Trade Surplus

Nov.

Oct. A%3.0bin
MEXICO

Consumer Price Index

Dec.(e)  +0.7%

Nov. +1.1%

Consumer Price Index—Core

Dec.(e) +0.6%

Nov. +0.5%

FRIDAY JANUARY 9
Leading Index
Nov.P(e) 81.4
Oct. 85.2
EUROZONE
Retail Sales
Nov. (e) -0.1% -1.6%yly
Oct. -0.8% -2.1%yly
GERMANY
Retail Sales
Nov.(e) +0.4% -0.1%yly
Oct. -1.6% -1.5%yly
Industrial Production
Nov. (e) -2.0% -5.5%vyly
Oct. -2.1% -3.8%yly
FRANCE
Industrial Production
Nov.(e) -0.8% -5.8%yly
Oct. -2.7% -1.2%yly
Manufacturing Production
Nov.(e) -0.4% -6.6%Yyly
Oct. -3.2% -8.4%yly
Industrial Production
Nov. (e) -0.6% -5.3%yly
Oct. -1.7% -5.2%yly
Manufacturing Production
Nov.(e) -0.6% -5.1%yly
Oct. -1.4% -4.9%yly
Producer Price Index—Input
Dec.(e)  -2.0% +3.1%yly
Nov. -3.3% +7.5%yly
Producer Price Index—Output
Dec.(e)  -0.6% +4.0%y/y
Nov. -0.7% +5.1%yly
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North American Calendar

MONDAY JANUARY 5 TUESDAY JANUARY 6 WEDNESDAY JANUARY 7 THURSDAY JANUARY 8 FRIDAY JANUARY 9
< Auto Sales 8:15am  Foreign Reserves 10:00am Ivey Purchasing Managers’ = 7:00am  Employment
() Dec. Dec.(e)  +$2.3bin Index Dec.(e)  -30,000(-0.2%)
<< Nov. -10.3%yly Nov. +5$163 min Dec.(e) 38.0 Consensus -22,000 (-0.1%)
<ZE 830am  Industrial  Raw Nov. 402 Nov. 70,600 (-0.4%)
U Product Materials 7:00am  Unemployment Rate
Price Index Price Index Dec.(e) 6.5%
Nov.(e) -0.7% -6.5% Consensus 6.5%
Consensus -1.0% -9.0% Nov. 6.3%
Oct. unch -12.5% 7:00am  Average Hourly Wages
10:35am 3, 6 & 12-month T-bill Dec.(e)  +4.3%yly
auction $13.5 bin Nov. +4.6%yly
(New cash -$18.4 bln) 8:15am  Housing Starts
Dec.(e)  178,000a.r.
Consensus 172,500a.r.
Nov. 172,000 a.r.
m 7:30am  Challenger Layoff Report 8:55am  Redbook 8:15am  ADP National 8:30am Initial Claims 8:30am  Building Permits
}— Dec. Jan.3 Employment Report Jan.3(e) 530,000 (+38,000) Nov.(e) +1.0%
|<_: Nov. 181,671 Dec. 27 -0.5% Dec.(e)  -500,000 Dec. 27 492,000 (-94,000) Oct. -15.7%
10:00am Construction Spending 10:00am Factory Orders Nov. -472,000 10:00am Conference Board CEQ .
wn :
) Nov.(e) -2.0% Nov.(e) -3.0% 10:35am  DoE’s Petroleum Status Confidence Index* 8D: co a:;‘ NS((’)'(‘)f?):)I:)‘ Payrolls
| Consensus -1.2% Consensus -2.2% Report (Jan. 2 week) 4 Co'ns — 490'000
— Oct. -1.2% Oct. -5.1% Q3 40 Nov 3 3’000
Z Vehicle Sales (mina.r.) 10:00am ISM Comp Index (non-mfg) 10:00am Philadelphia Fed Index 8'36 am  Un e;npl ovment Rate
) Total Domestic Dec.(e)  35.0 Revisions D.ec ©  7.0% Y
Dec.(e) 101 1.5 Consensus 37.0 10:35am  DoFE’s Natural Gas Status Consensus 7.0%
Nov. 10.2 7.6 Nov. 373 Report (Jan. 2 week) Nov. 6.7%
10:00am - Pending Home Sales 3:00pm  Consumer Credit 8:30am  Average Hourly Earnings
Nov.(e)  -3.0%
. péoe Nov.(e)  +$0.5bin Dec.(e)  +0.2%
Consensus -1.0%
o 10 (; Oct. -$3.6 bin Consensus +0.2%
: P Chain-Store Sales Nov. +0.4%
2:00pm FOMCMinutes from Dec.(e)  -2.0%yly 10:00am Wholesale Inventories
December meeting Nov. -2.7%yly Nov.(e) -1.0%
. Consensus -0.8%
5:00pm  ABCNews/Washington Post Oct. 1.1%
Consumer Comfort Index
Jan.4
Dec.28 -49
3 & 10-year note auction announcement
1:00 pm 6-month T-bi 1:00pm  10-year auction 1:00 pm -year note auction 1:00pm  10-year note auction
00 3& h T-bill 00 0 TIPS aucti 00 3 i 00 0 i
auction $53.0 bin $8.0 bin $25.0 bin (e) $12.0bin (e)
(New cash $4.0 bln) (New cash $8.0 bln) (New cash $25.0 bin) (New cash -$4.0 bln)
* date approximate Upcoming Policy Meetings | Bank of Canada: January 20, March 3, April 21 | FOMC: January 27-28, March 17, April 28-29 BMO 9 Capital Markets
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Theinformation, opinions, estimates, projections and other materials contained herein are provided as of the date hereof and are subject to change without notice.
Some of the information, opinions, estimates, projections and other materials contained herein have been obtained from numerous sources and Bank of Montreal
(“BMO”) and its affiliates make every effort to ensure that the contents thereof have been compiled or derived from sources believed to be reliable and to contain
information and opinions which are accurate and complete. However, neither BMO nor its affiliates have independently verified or make any representation or
warranty, express or implied, in respect thereof, take no responsibility for any errors and omissions which may be contained herein or accept any liability
whatsoever for any loss arising from any use of or reliance on the information, opinions, estimates, projections and other materials contained herein whether relied
upon by the recipient or user or any other third party (including, without limitation, any customer of the recipient or user). Information may be available to BMO
and/orts affiliates that is not reflected herein. The information, opinions, estimates, projections and other materials contained herein are not to be construed as an
offer to sell, a solicitation for or an offer to buy, any products or services referenced herein (including, without limitation, any commodities, securities or other
financial instruments), nor shall such information, opinions, estimates, projections and other materials be considered as investment advice or as a recommendation
to enter into any transaction. Additional information is available by contacting BMO or its relevant affiliate directly. BMO and/or s affiliates may make a market or
deal as principal in the products (including, without limitation, any commodities, securities or other financial instruments) referenced herein. BMO, its affiliates,
and/or their respective shareholders, directors, officers and/or employees may from time to time have lang or short positions in any such products (including,
withoutlimitation, commodities, securities or other financial instruments). BMO Nesbitt Burns Inc. and/or BMO Capital Markets Corp., subsidiaries of BMO, may act
as financial advisor and/or underwriter for certain of the corporations mentioned herein and may receive remuneration for same. “BMO Capital Markets” is a trade
name used by the Bank of Montreal Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal, BMO Neshitt Burns Inc,, BMO
Nesbitt Burns Ltée/Ltd., BMO Capital Markets Corp. and Harris N.A., and BMO Capital Markets Limited.

TOU.S. RESIDENTS: BMO Capital Markets Corp. and/or BMO Neshitt Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents and accept
responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any
security discussed herein should do so through BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.

TO U.K. RESIDENTS: The contents hereof are not directed at investors located in the U.K., other than persons described in Part VI of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2001.

™-“BMO (M-bar roundel symbol) Capital Markets” is a trade-mark of Bank of Montreal, used under licence. © Copyright Bank of Montreal.
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