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Some Provinces Turning the Corner

All provinces continue to see economic activity well below trend levels. PEMI levels remained at least 2
standard deviations below trend in all provinces in the latest three months, but preliminary September
readings indicate that half of the provinces are turning the corner. PEMI levels have improved in five of ten
provinces, with British Columbia, Newfoundland & Labrador and Ontario showing the strongest rebounds,
while Manitoba, Alberta and Quebec remain near cycle-lows.

Western Canada has been the hardest hit region of

the country, with activity in B.C. and Alberta
falling more than 4 standard deviations below
trend during the recession. While activity in
Alberta hit a new cycle low in September,
momentum in B.C. has begun to turn up, largely
on the back of firmer construction and housing
market activity. Year-over-year employment
comparisons have also improved in B.C,
something not yet seen in Alberta and
Saskatchewan.

PEMI Change (september, 2009 - 3-month avg.)

Central Canada is beginning to see signs of
improvement. Ontario’s PEMI remains well below

-0.6 -0.4 -0.2 0.0 0.2 0.4 0.6 0.8 zero, but has improved from the depths of spring
thanks to rebounding housing market activity and
PEMI Level (september, 2009 - 3-month avg.) a bounce back in manufacturing and wholesale

activity—rekindled auto production has helped.
Meantime, Quebec has seen a less forceful
manufacturing rebound, while year-over-year
employment growth hit a cycle low in September.

Atlantic Canada has been the least impacted
region this recession, and with the exception of
Nova Scotia, all provinces saw PEMI levels above -
3 during the last three months. Newfoundland &
Labrador is seeing the strongest rebound in
momentum, largely the result of improved
employment trends.

About the Provincial Economic Momentum Index (PEMI)

The PEMI is a weighted average of 35 provincial economic indicators, designed to provide a single measure of overall economic activity and a proxy for GDP growth. One can think of this index as the largest
common factor in the growth rates of all 35 indicators. When each of the 35 variables is growing at its average or trend rate, the index will take on a value of exactly zero. A positive index value suggests
above-trend growth and a negative reading points to below-trend growth. Technically, the value of the index is interpreted as the number of standard deviations the province’s economic activity is above or
below trend. The PEMI mostly draws on data from three major categories: 1) business sales (manufacturing, wholesale, retail and international trade); 2) labour markets and 3) housing and construction. The
PEMIs are published once complete data are available, typically around 60 days after the end of the reference month. However, because partial data will also be available for the next reference month, a
preliminary PEMI is published for this month. As such, PEMIs are subject to revisions as data for the incomplete month are acquired and the underpinning provincial time series are revised.

For more information on the PEMI and itts construction, see the publication “Gauging Provincial Economic Growth” available at http://www.bmonesbittburns.com/economics/focus/20091030/feature.pdf
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PEMI Index Level (Through August with prelimary September data added. Dark line = 3 mnth avg.)
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The information, 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 (“BM0”) 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/or its 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 its 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 long or short positions in any such products (including, without limitation, commodities, securities or other
finanial instruments). BMO Neshitt 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 Nesbitt Burns Inc., BMO Nesbitt Burns Ltée/Ltd., BMO Capital Markets Corp. and Harris N.A., and BMO Capital Markets
Limited. TO U.S. RESIDENTS: BMO Capital Markets Corp. and/or BMO Nesbitt 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 Neshitt Burns Securities Ltd. TO UK. RESIDENTS: The contents hereof are not directed at investors located in the UK, other than
persons described in Part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001.
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