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Our Thoughts

P Remaking the Retirement Plan, Post-Crisis
(e )&y (Published in the October 2009 issue of the US Banker magazine)

, @Y

= g// Well before the financial crisis and recession, the traditional concept of

£ /y\\ retirement was outmoded—dashed by the rise in longevity and the
SHERRY COOPER  enormous changes in social and cultural mores wrought by the
generation born between 1946 and 1965. Boomers came of age rebelling against their
parents’ political and social views. Boomers were the generation that coined the
concept of the generation gap. So why would we expect them to follow in their

parents’ retirement footsteps? [Continued in the October 2009 issue of US Banker]

Reprinted with Permission from US Banker

Read the complete article on the web, available on the US Banker web site at the
following link: http://www.americanbanker.com/usb_issues/119_10/remaking-the-
retirement-plan-post-crisis-1002130-1.html J

Just last week, we asserted in this very space that indications were that “the
market may now be much more sensitive to downside economic surprises,
raising the stakes on the trifecta of key U.S. releases for September—auto sales,
ISM and employment”. Indeed. Even the slimmest of slippage in the ISM
was enough to send stocks careening lower to start October, with the
DOUGLASPORTER - employment report piling on with a much more sinister deterioration last
month. Quite frankly, the dip in the ISM means very little, as its recent strength was likely
overstating the rebound in manufacturing in any event, and a reading of 52.6 is still
consistent with quite solid overall growth. However, the deeper 263,000 drop in
September payrolls is a less-trivial consideration, especially since the household survey
showed a decline three times as large. We've had head-fakes before—June jobs took a
big step back, and then the underlying improvement began again. Still, investors appear
suddenly much less forgiving now on any sidesteps by the recovery, especially after the
Dow just reeled off its best quarter of the decade (rising 15% in Q3).

The shockwaves from the string of soggy U.S. results for September rolled across
all markets, with the TSX dropping below 11,000 for the first time in a month, the
Canadian dollar backing off again, and oil retreating after pushing above $70. Meantime,
bonds feasted on the series of sour news, with 10-year Treasury yields falling to their
lowest level since mid-May at below 3.2%—many fathoms away from the 4% peak hit in
early June. While some Fed officials have been pounding the hawkish war drums in
recent days, warning that rates may need to rise sooner than expected, the latest batch
of economic news points to precisely zero rush on the rate front. ?_{E’é

U.S. equity markets may have racked up their finest third quarter in seven
decades, but the low hanging fruit has almost certainly been picked, as the
last few days can attest. Less-bad news no longer will sustain the rally, as the
economy must now prove it can sustain a recovery. But the mish-mash of
indicators released this week, showing the economy took two steps forward

SAL GUATIERI

BMO 9 Capital Markets



<o ECONOMIC
RESEARCH

PAGE 3 - FOCUS - OCTOBER 2, 2009

Our Thoughts

in the summer and a big step back in early fall, was less than inspiring. The good news is
that the housing revival appears to rest on terra firma, though there is some concern
about its staying power when (if) the first-time homebuyers tax credit is allowed to expire
in late November. Pending home sales jumped 6.4% in August, a seventh straight monthly
gain (totalling 29%). Firmer demand has put a floor under house prices, with the Case-
Shiller index accelerating for the third straight month to July. Rising home sales may have
spurred the surprisingly broad advance in August consumer spending, with real
expenditures ex-new motor vehicle purchases up a solid 0.4%.

But the consumer sugar-high is wearing off. Although weekly chain-store sales
have improved somewhat, unit auto sales more than reversed in September to pre-
clunker levels, suggesting some demand was pulled forward and underlying demand
remains stuck in neutral. The employment and income backdrop remains dire, with
nonfarm payroll declines showing only gradual signs of slowing. The worst job losses
of any recession in the postwar era, and three straight monthly declines in real
disposable income, explain the latest setback in consumer confidence. Moreover, the
recent 3% personal savings rate is simply unsustainable, and likely needs to double to
restore household debt ratios to manageable levels. In all likelihood, consumer
spending will retrench in Q4 following an estimated 3% annualized spurt in Q3.
Thankfully, there should be enough support from other areas—exports, inventory
rebuilding, government spending and perhaps residential construction—to keep the
economy limping forward, dragging the consumer ball-and-chain. /G/

Governor Carney’s latest speech had a little something for both hawks and
doves, but taken with the soft GDP data, this week’s events lean towards the
i/ doves. On the hawkish side, Carney noted that the Bank’s outlook for second-
\. half growth in Canada and globally will likely be revised up in the October
/l‘/ _ MPR, due to short-term positives such as inventory rebuilding. However,
BENJAMINREITZES  following the unexpectedly flat July GDP reading, the upgrade to Canada’s
growth forecast could be put on ice. The Bank’s July MPR called for real GDP growth of 1.3%
in Q3, versus recent consensus numbers of around 2.5%, though even their prior call looks to
be in jeopardy following the July figures. Carney also raised many questions about the
medium-term outlook. 1) Will foreign demand provide support? Tepid U.S. growth will limit
demand for Canadian exports, which should push Canada towards emerging markets.
“However, the ability of emerging markets to sustain more vigorous growth in domestic demand
remains an open question.” 2) How solid is the improvement in Canada’s domestic economy?
Beyond the near-term, the Governor was less than convinced. .. “contribution from inventories
will be temporary. . .Housing should provide some near-term strength, but the degree of pent-up
demand appears limited.” The ability of households (which “require improved labour market
conditions”) and business (dependent on the “perception of external conditions”) to take the
growth baton from government was also questioned.

Carney’s speech confirms that the Bank is in no hurry to tighten. Indeed, the
output gap is the widest “since the recession of the early 1980s...and will moderate
inflationary pressures during the initial phase of recovery.” That should allow the Bank to
keep its “conditional commitment” to hold rates steady until June 2010. JB@

BMO 9 Capital Markets
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Jennifer Lee, Economist

CANADA

¢ BoC Governor Carney warns
burden of growth will soon
shift back to private sector

¢ IMF forecasts Canada to lead
G-7 growth in 2010

UNITED STATES

¢ Nonfarm payrolls a setback
to recovery hopes

e “Cash-for-Clunkers hangover”

¢ Fed Chairman Bernanke
calls on “all federal financial
supervisors and regulators—
not just the Federal Reserve”
to help protect against
systemic risks

EUROPE

o € weakens after EU's
Almunia said € appreciation
to be discussed at weekend
G-7 meeting in Istanbul

¢ BoE’s Credit Conditions
Survey indicates credit
availability increased (Q3)

JAPAN

¢ Mixed messages from
MoF on JPY’s strength

AUSTRALIA

e Likelihood of RBA rate hike
before year end grows
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Conference Board’s Consumer Confidence Index
+2.5ptst090.9 (Sep.)

Industrial Product Prices +0.5% (Aug.)
Average Weekly Earnings +1.6% y/y (July)

S&P Case-Shiller House Prices +1.2%s.a. (July)
Pending Home Sales +6.4% (Aug.)
Construction Spending +0.8% (Aug.)

Business Roundtable CEO Economic Outlook
Survey +26.4 pts to 44.9 (Q3)—one-year high

Redbook +0.4% (Sep. 26 wk)

Real GDP revised up to-0.7%a.r. (Q2 F)
Real Personal Spending +0.9% (Aug.)
Average Hourly Earnings +0.1% (Sep.)

Eurozone—Economic Confidence +2 pts
t082.8 (Sep.)

Eurozone—Manufacturing PMI +0.3 pts to
49.3 (Sep. F)

Eurozone—Consumer Prices -0.3% y/y (Sep. P)
Germany—Unemployment -12,000 (Sep.)

U.K.—GfK Consumer Confidence +9 pts to-16 (Sep.)

U.K.—Nationwide House Prices +0.9% (Sep.)

Tankan Survey +15 ptsto-33 (Q3)
Manufacturing PMI +0.9 pts to 54.5 (Sep.)
Industrial Production +1.8% (Aug. P)
Retail Sales +1.0% (Aug.)

Jobless Rate -0.2 ppts to 5.5% (Aug.)
Household Spending +2.6% y/y (Aug.)

Retail Sales +0.9% (Aug.)
Manufacturing PMI +0.3 pts to 52.0 (Sep.)

CANADA

US.

EUROPE

JAPAN

AUSTRALIA

Recap

BAD NEWS

Real GDP at Basic Prices unch (July)
Auto Sales-3.5%y/y (Sep.)

Raw Material Prices +3.7% (Aug.)
Ottawa’s Budget Deficit $5.8 bin (July)

Nonfarm Payrolls -263,000 (Sep.)
Jobless Rate +0.1 ppts to 9.8% (Sep.)

Conference Board’s Consumer Confidence
Index-1.4 ptsto 53.1 (Sep.)

Auto Sales plunge t0 9.2 min units a.r. (Sep.)
Manufacturing ISM -0.3 pts to 52.6 (Sep.)
Chicago PMI -3.9 pts to 46.1 (Sep.)

Initial Claims +17,000 to 551,000 (Sep. 26 wk)
Factory Orders -0.8% (Aug.)

Eurozone—Jobless Rate +0.1 ppts t 9.6% (Aug.)
Eurozone—Producer Prices +0.4% (Aug.)
Germany—Retail Sales -1.5% (Aug.)

U.K.—Manufacturing PMI-0.2 pts to 49.5;
Construction PMI -1 pt to 46.7 (Sep.)

Consumer Prices -2.2%y/y (Aug.)

Building Approvals -0.1% (Aug.)

Indications of stronger growth and a move toward price stability are good news for the economy.

BMO 9 Capital Markets
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CHART1

DISSECTING THE RALLY
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Can Stocks Earn Their Keep?

Robert Kavcic, Economist

Following the blistering 7-month rally of nearly 60%, stocks
now appear to require some solid earnings gains to keep up
the momentum. Yet, the consensus view is that we're in for a
tepid economic recovery, leaving the recent run-up in stocks
with what many view as an unjustifiably high valuation.
However, equity market valuations are hardly stretched, and as
we head into the Q3 earnings season, the recovery in
corporate profits has the potential to surprise to the upside.

Since the S&P 500 bottomed in March, both forward-year
earnings expectations and the p/e multiple have expanded,
with the multiple doing most of the work. Forward-year
earnings expectations were $62.8 on March 6™, and have
since risen about 7% to $67. Meantime, the p/e multiple on
these earnings was 10.8 at the market bottom, and has since
expanded to 15.2 today (Chart 7). However, almost all of the
multiple expansion took place in the two months
immediately following the market bottom, likely a re-
normalizing of depression-risk valuations. Since that point,
underlying earnings have taken over, with forward-year
expectations rising about $7 while the p/e multiple has
been little-changed. So, the equity market story in recent
months isn’t so much one of stretched valuations, but rather
one of an expected earnings recovery—and there are a
number of factors that suggest it could be solid.

Cost cuts: Cost cutting in the corporate sector has been
rampant in recent quarters. Total labour compensation in
the U.S. business sector was down 6.6% y/y in Q2, the
steepest decline in the postwar era (Chart 2). However,
payrolls aren’t the only thing that have been slashed as non-
labour payments have registered the steepest one-year
decline since the early-1980s. This has helped to boost
earnings in recent quarters, and sets the stage for a levered
recovery once demand revives—this operating leverage will
allow a bigger portion of revenues to flow directly to the
bottom line. IBM might have said it best in their Q2 earnings
report: “When revenue growth becomes a tailwind, the
operating leverage we've created will really come through”.

Pricing power: There is still plenty of slack in the global
economy, and with U.S. consumers repairing their

BMO 9 Capital Markets
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CHART 4
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finances, corporations face the risk of deteriorating pricing
power. However, while top-line consumer prices are down
year-over-year for the first time since the 1950s, prices
have fallen even faster along the production pipeline
(Chart 3). At the same time, the weak U.S. dollar has
improved the pricing power of U.S. companies operating
abroad, particularly in the industrial and technology
sectors, which the upcoming Q3 earnings reports are likely
to highlight. All told, weak input cost pressure and the
depreciating U.S. dollar should help to offset weak pricing
power, and support U.S. profit margins.

Yield curve: The spread between 10- and 2-year
Treasuries widened to as high as 2.7 ppts, marking the
steepest yield curve since at least 1980. A steep curve not
only hints at economic recovery, but also juices profits in
the financial sector (banks can borrow at the short end and
lend at the long end). Indeed, a steep yield curve was a
precursor to the last two strong post-recession profit
recoveries in 1991 and 2002 (Chart 4), and currently hints
at a similar rebound.

Commodity prices: From a Canadian perspective,
commodity prices are a key driver of corporate profits,
particularly on the TSX where energy and materials make
up nearly half the index. The sharp rebound in commaodity
prices from the lows earlier this year should help drive a
profit recovery (Chart 5).

Profit margins: Combining these factors suggests that
profit margins might have bottomed in the first half of this
year. In both Canada and the U.S,, the profit share of GDP
has fallen below the post-war average, leaving room for
margin expansion (Chart 6)—we already saw the first sign of
improvement in the U.S. in the second quarter. Importantly,
even if the recovery in GDP is weak-to-average, as most
expect, an expanding profit share could make the recovery
in corporate earnings average-to-strong.

The Bottom Line: The recent rally in equity markets has
been built largely on expectations of a recovery in corporate
profits. While the consensus view on the economy
seemingly argues otherwise, there are mounting signs that
the earnings recovery could be on the strong side.

BMO 9 Capital Markets
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Economic Forecast

2009 2010 ANNUAL
CANADA I Il Ml v I Il 1l v 2008 2009 2010
Real GDP (g/q%chng:a.r.) -6.1 -34 134 34% 2.9 3.3 35 29 04 -24% 26
Consumer Price Index (y/y % chng) 12 0.1 -09 0.7 1.2 1.4 19 17 24 03 1.5
Unemployment Rate (%) 16 84 87 9.2 9.3 9.2 89 87 6.1 85 9.0
Housing Starts (000s : a.r.) 140 128 1481+ 1494 142 143 142 153 N 101 145
Current Account Balance (Sbins:ar.)  -309 -#48 415 428 431 -46  -460 -463 81 400 450
Interest Rates
(averagefor the quarter : %)
Overnight Rate 08 025 05 025 025 025 058 108 29 040 054
3-month Treasury Bill 064 025 02 022 022 030+ 078+ 125+ 233 03 064+
10-year Bond 289 320 34 330% 3433 3544 365 376t 361 3204 3.60
Canada/U.S. Interest Rate Spreads
(averagefor the quarter : bps)
90-day 43 8 6 124 24 2% 5+ 5343 9 7 354
10-year 15 -1 -10 04 -7¢ -1+ 54 -19¢ 6 2 -13¢
UNITED STATES
Real GDP (g/q%chng:a.r.) -64  -07 38 274 23 2.5 27 29 04 -24%t 25
Consumer Price Index (y/y % chng) -02  -09 -16 1.0 2.0 2.3 20 20 38 04 21
Unemployment Rate (%) 8.1 9.2 96 100 102 ¢ 10.0 99 93 ¢ 58 92 10.04
Housing Starts (mins: a.r.) 053 054 060 062 068 074 078 082 09 05 075
Current Account Balance (Sbins:ar.) 418 -395  -409  -379 375 373 369 361t -6 40 -370
Interest Rates
(averagefor the quarter : %)
Fed Funds Target Rate 013 013 01 013 013 013 025 075 186 013 031
3-month Treasury Bill 021 017 016 010+ 070+ 010% 023+ 073 139 016 029+
10-year Note 274 331 352 331+ 3504 365+ 380+ 395 367 324 3734
EXCHANGE RATES
(averagefor the quarter)
Us¢/CS 803 86 911 93 %.5 %4 1003 1003 93 88 99
CS/USS 1245  1.168  1.097  1.061 1037 1017 0997 0997 1.067 118  1.012
¥/USS 9 97 % % 9% 97 98 100 103 % 9
US$/Euro 130 136 1.8 147t 1491 151t 1534 154 147 139t 1521¢
USS/£ 144 155 164 1.66% 1704 175% 179+ 1844 18 1574 1774

Note:Blocked areas represent BMO Capital Markets forecasts
Up and down arrows indicate changes to the forecast ¥
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Housing Starts
Thursday, 8:15 am
Sep. (e) 148,000 a.r.

Consensus  146,500a.r.
Aug. 150,500 a.r.

Key for Next Week

CANADA

Douglas Porter, CFA, Deputy Chief Economist

Employment
Friday, 7:00 am
Sep. (e) +5,000 (+0.03%)
Consensus  +10,000 (+0.1%)
Aug. +27,100 (+0.2%)
Unemployment Rate
Sep. (e) 8.8%
Consensus  8.8%

Aug. 8.7%

Average Hourly Wages
Sep. (e) +2.8%yly
Aug. +3.3%yly
Merchandise Trade

Friday, 8:30 am

Aug.(e)  -$1.3bin
Consensus  -50.8bln
July -$1.4bin

BoC Business Outlook and
Senior Loan Officer Surveys

Friday, 10:30 am
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After a nice bounce in Canadian home-building activity from the April low, we look for
a small pullback in September. Housing starts had been chopped in half in the space
of six months, dropping to just 118,500 at the low in April, before snapping back to
150,500 in August. That rebound broadly mirrors the overall swift recovery in Canada’s
housing market, although starts may dip in September to 148,000. We'll also see
building permits for August earlier in the week, which will give an early read on the
starts figure, as well as home sales results from a number of the largest cities. Calgary is
the one city to report so far, with a moderate sales gain and an uptick in prices.

In what truly ranks as an interesting report, we will see if Canada’s surprising August job
gain can be repeated in September—a month that saw U.S. job losses deepen. Our core
view is that the nature of Canada’s recovery is much more employment-friendly than
the shape of the U.S. recovery, since Canada’s is much more reliant on the turnaround in
job-rich services (paced by domestic spending). And, we also believe that July’s deep job
loss may have been overstated by seasonal factors related to the student’s summer job
market, which could be reversed in September (that same effect contributed to a
monster rise in Canadian payrolls a year ago). Even so, employment is unlikely to post
another big gain, as the underlying economy remains too soft to generate solid job
gains just yet. On balance, we look for a modest gain in employment, but probably even
more so than usual for this bouncy series, there is the potential for a big surprise (with
the risk to the high side, despite the U.S. result). Despite the expected gain, we would
look for a modest one-tick rise in the unemployment rate to 8.8%, keeping it exactly a
percentage point below its U.S. counterpart.

After posting one of the biggest deficits on record in July, Canada’s merchandise trade
picture probably did not shift significantly in August. The U.S. auto sales burst due to
cash-for-clunkers came mainly out of inventories, so probably had little impact on
exports. Commodity prices did rise further in the month, even in C$-terms, which
should provide a small bump for exports. However, imports are likely powering up at
least as fast as exports as Canadian domestic spending revives, which will keep the
trade gap wide. Overall, look for the trade deficit to narrow only fractionally to $1.3
billion in August.

The Bank of Canada’s Q3 Business Outlook Survey (BOS) and its Survey of Senior Loan
Officers will be most closely tracked for signs of some easing in credit conditions. Both
surveys reported a second straight quarter of reduced tightening in previously very
tight conditions in Q2, with both dipping to the lowest readings since the credit crisis
first erupted in 2007Q3. Senior Loan Officers even reported a substantial easing in
pricing in Q2. In addition, the BOS will be watched for further improvement in sales,
employment, and capital spending prospects—the first two made remarkable gains in
Q2, likely giving the Bank confidence to all but declare the recession over shortly after
the survey results were made publicin July.

BMO 9 Capital Markets
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ISM Non-Manufacturing

Monday, 10:00 am

Sep. (e) 50.0
Consensus  50.0
Aug. 484

Key for Next Week

UNITED STATES

Sal Guatieri, Senior Economist

Trade Deficit
Friday, 8:30 am

Aug.(e)  $31.0bin
Consensus  $32.1bin
July $32.0bln
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The ISM non-manufacturing index continues to grind higher after touching record
lows in November, led by an upturn in housing markets. The composite index should
climb moderately to 50.0 in September, finally retracing all of its post-Lehman losses,
and suggesting the broader economy has stabilized. Last month, six of 18 industries
expanded output (led by real estate). While this is up from just one industry earlier this
year, the broadening trend has stalled recently, a reflection of the “two-steps forward-
one-step back” recovery. Look for the new orders index to breach 50, signalling
sustained growth ahead.

After hovering near nine-year lows, the U.S. trade deficit widened sharply in July, as
imports revved higher as purchases of consumer and capital goods showed surprising
strength. Imports likely extended their gain in August amid a final spurt in auto sales
and an increase in oil prices. But exports aren’t slouching either, and are expected to
extend a 25% annualized three-month gain on the back of rising global demand, a
weakening greenback and an updraft in Boeing aircraft shipments. While rising
exports should narrow the trade deficit modestly to $31 billion in August, the July
setback suggests trade could subtract from real GDP growth in Q3 following a massive
boost in the first half of the year.

BMO 9 Capital Markets
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Financial Markets Update

CHANGE FROM: (BASIS POINTS)

OCT2* SEP 25 WEEK AGO 4 WEEKS AGO DEC. 31/08
Canadian Money Market
Call Money 0.25 0.25 0 0 -125
Prime Rate 225 2.25 0 0 -125
U.S. Money Market
Fed Funds (effective) 0.25 0.25 0 0 0
Prime Rate 325 3.25 0 0 0
3-Month Rates
Canada 0.22 0.24 -2 1 -61
United States 0.10 0.10 0 -3 2
Japan 0.20 0.15 5 6 0
Eurozone 0.75 0.74 1 -5 214
United Kingdom 0.54 0.55 -1 -12 223
Australia 331 3.29 2 -3 -154
Bond Markets
2-yearBond
Canada 120 1.28 -8 -8 10
United States 0.88 0.99 -N -6 N
10-year Bond
Canada 325 3.37 -12 -12 57
United States 319 3.32 -13 25 9
Japan 125 1.32 -7 -8 8
Germany 313 3.26 -13 -12 18
United Kingdom 344 3.61 -17 -18 4
Australia 5.10 5.23 -13 33 m
Currencies (% CHANGE)
US¢/CS 92.37 91.66 0.8 0.7 12.6
C$/USS 1.08 1.091 — — —
¥/USS 88.% 89.64 0.8 -44 -19
USS/Euro 14623 1.4689 0.4 2.3 47
USS/£ 1.59 1595 0.3 -30 90
US¢/AS 86.67 86.80 0.1 1.9 23.4
Commodities
CRBFutures Index 25461 250.50 1.6 2.8 10.9
Oil (generic contract) 69.73 66.02 5.6 2.5 56.3
Natural Gas (generic contract) 463 4,95 6.4 69.7 -17.6
Gold (spot price) 100535 91.00 1.4 1.1 14.0
Equities
S&P/TSX Composite 10995 1212 1.9 -0.2 22.3
S&P 500 1026 1044 -1.8 0.9 13.6
Nasdag 2055 2091 1.7 1.8 30.3
Dow Jones Industrial 9430 9665 -1.9 0.4 80
Nikkei 9732 10266 5.2 -45 98
Frankfurt DAX 5470 5581 2.0 1.6 13.7
London FT100 4998 5082 -1.6 3.0 12.7
France CAC40 3650 3739 2.4 1.4 134
S&P ASX 200 4602 4713 2.4 3.7 23.6

*asof 10:30am
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EUROZONE

TUESDAY OCTOBER 6

Industrial Production

Aug.(e) +0.2% -8.7%yly
July +0.5% 9.3%yly

Manufacturing Production

Aug.(e) +0.3% -9.3%yly
July +0.9% -10.1%yly

AUSTRALIA

Trade Deficit
Aug.(e)  A$0.9bin
July AS1.6bin

Reserve Bank of Australia Monetary
Policy Meeting

OCTOBER 5 - OCTOBER9

WEDNESDAY OCTOBER 7
Leading Index

Aug.P(e) 83.3
July 82.5

EUROZONE

Real GDP

02F(e) -0.1% -4.7%Yyly

Q1 -2.5% -4.9%yly
GERMANY

Factory Orders

Aug.(e) +1.1% -20.0%yly

July +3.5% -19.8%yly

Nationwide Consumer Confidence
Sep.(e) 68
Aug. 63

Global Calendar

THURSDAY OCTOBER 8

Current Account Surplus
Aug.’09 (e) ¥1.1trIn
Aug.’08  ¥1.1trln

Trade Balance
Aug.’09 (e) +¥0.3trln
Aug.’08  -¥0.1trln

Machine Tool Orders

Sep.P

Aug. -711.5%yly
GERMANY

Industrial Production

Aug.(e) +1.8% -17.0%yly

July -0.9% -17.0%yly

FRANCE

Trade Deficit

Aug.(e) €2.5bin

July €1.3bIn

ECB Monetary Policy Meeting

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

AUSTRALIA

Employment
Sep.(e)  -10,000
Aug. -27,100
Jobless Rate
Sep.(e)  6.0%
Aug. 5.8%
MEXICO
CPI Core CPI
Sep.(e)  +0.6% +0.4%
Aug. +0.2% +0.2%

FRIDAY OCTOBER 9

Machine Orders

Aug.(e) +2.2% -25.4%yly
July -9.3% -34.8%yly
GERMANY
Trade Surplus
Aug.(e) €12.0bin
July €13.9bln
Consumer Price Index
Sep.F(e) -0.4% -0.4%yly
Aug. +0.3% -0.1%yly
FRANCE
Industrial Production
Aug.(e) +0.3% -13.3%yly
July +0.1% -13.0%yly
Manufacturing Production
Aug.(e)  +0.6% -13.9%y/y
July +0.6% -13.8%yly
ITALY
Industrial Production
Aug.(e) +1.5% -17.7%yly
July +1.0% -18.2%yly

Producer Price Index—Input

Sep.(e) -0.8%

Aug

-6.8%Yyly

. +2.2% -7.5%yly

Producer Price Index—OQutput

Sep.(e) +0.1%

Aug

-0.1%yly
. +0.2% -0.4%yly

Trade Deficit Non-EU

Aug.(e) £6.3bin £3.6 bin

July

£6.5bln £3.9bln

MEXICO

Trade Deficit
Aug.F(e) $835min

July

$1.3bIn
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MONDAY OCTOBER 5 TUESDAY OCTOBER 6
< 8:15am  Foreign Reserves
Q Sep.(e)  +$4.5bin
<< Aug. +$8.2bln
= 8:30am  Building Permits
<C
Aug.(e)  +15.0%
et July -11.4%
10:00 am Ivey Purchasing Managers’
Index
Sep.(e)  59.0
Aug. 55.7
Finance Minister Flaherty
speaks in Istanbul
m 10:00am ISM Comp Index (non-mfg) =~ 8:55am  Redbook
}— Sep.(e)  50.0 Oct.3
< (onsensus 50.0 Sep.26  +0.4%
'LT) Aug. 434 5:00pm  ABCNews/Washington Post
) Consumer Comfort Index
T Oct.4
— Sep.27 46
Z
)
1:00pm 3 &6-month T-hill
auction $60.0 bin 1:00pm  3-year note auction
(No new cash) $39.0 bin

OCTOBER 5 - OCTOBER9

WEDNESDAY OCTOBER 7

12:05pm 2-year bond auction
$3.5bln
(New cash $3.5 bln)

10:30am DoE’s Petroleum Status
Report (Oct. 2 week)

3:00pm  Consumer Credit

Aug.(e)  -$10.0bln
Consensus -$10.0bln

July -$21.6bin

1:00pm  10-year note auction

$20.0 bin

North American Calendar

THURSDAY OCTOBER 8
8:15am  Housing Starts
Sep.(e)  148,000a.r.

Consensus 146,500a.r.
Aug. 150,500 a.r.
3:50pm  BoCDeputy Governor
Jenkins speaks in
Vancouver

30-year bond auction announcement

8:30am Initial Claims
Oct.3(e) 535,000(-16,000)
Sep. 26 551,000 (+17,000)
10:00am Wholesale Inventories
Aug. -1.0%

Consensus -0.9%
July -1.4%

10:30am DoE’s Natural Gas Status
Report (Oct. 2 week)

Chain-Store Sales

Sep.(e) -1.5%yly

Aug. -2.0%yly

7:00pm Fed Chairman Bernanke
speaks in Washington

1:00pm  30-year note auction

$12.0 bin

Upcoming Policy Meetings | Bank of Canada: October 20, December 8, January 19 | FOMC: November 3-4, December 15-16, January 26-27

FRIDAY OCTOBER 9
7:00am  Employment
Sep.(e)  +5,000(+0.03%)
Consensus +10,000 (+0.7%)
Aug. +27,100 (+0.2%)
7:00am  Unemployment Rate
Sep.(e) 8.8%
Consensus 8.8%
Aug. 8.7%
7:00am  Average Hourly Wages
Sep.(e) +2.8%yly
Aug. +3.3%yly
8:30am  Merchandise Trade Balance
Aug.(e) -$1.3bin
Consensus -50.8 bin
July -$1.4bln
10:30am BoC Business Outlook and
Senior Loan Officer
Surveys (Q3)
8:30am  Goods & Services
Trade Deficit
Aug.(e) $31.0bIn

Consensus $33.0bln

July

$32.0bln
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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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