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Financial Markets Clearly Nervous

(as of December 6,2011)
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Concerns: Europe, US Growth, China
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European Sovereign Debt Crisis
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10-Year Spread vs Germany (ppts : as of December 5, 2011)

40 Greece Bailout Ireland Bailout Portugal 2nd Greece Euro Summit
[2 May] [28 Nov] Bailout Bailout, [260ct]
3 May] EFSF Broadened
[21 July]
30
Greece
EFSF
[10 May]
20
10 Portugal
L iy ...~ Ireland
b hmesaen e ey ltaly
o e S oo et Spain
0 T I T T T T T I T T T
Mar'10 May  Jul Sep Nov Jan’11 Mar May  Jul Sep Nov Jan'12

Euro Area on Brink of Recession
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Charts 1-2




Slowdown: In Sentiment, Not Sales

Consumer Confidence US Retail Sales
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Expansion Loses Momentum

(9/q % chng: ar)

China’s Exports
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But No Double Dip
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Charts 3-4
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Employment: The Five-year Picture

(January 2006 = 100)
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Cumulative Chng

in Recession % Level
(anada -2.5% -428,000
us -6.3% -8.8min
Past 24 Months

(% chng) (anada  US
Construction  +9.1%  -3.0%
Government +3.4% -23%
Total +26% +1.7%

BMO 8 Capital Markes

Jobless Rates: Record Gap Narrows

Unemployment Rate (percent)
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Still Too High
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Charts 5-6

Spain 228
Greece 18.3
Ireland 143
Portugal 12.9
’ France 9.8
Italy 8.5
8.3

Belgium 6.6
Germany 5.6
Australia 5.2
Japan 45

BMO 8 Capital Markes




Canadian Housing Warm, US Still Frozen

Home Sales Housing Starts Existing Home Prices
(mlns : ar) (2005 =100 : 2-mnth ma) (2003 = 100)
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Home Sales: US = Existing + New  Canada = Existing
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Existing Home Prices: US = S&P/Case-Shiller 20-cities Home Price Index
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Canadian House Prices:
Vancouver Manoeuvre

Canada - Major Markets (y-t-d % chng : as of October 2011)

Existing Home Prices Average
Home Price
Vancouver 17.5  $789,000
Toronto 7.9 $466,000
Hamilton-Burlington = 73 $334,000
(anada (weighted) Fi¥d $365,000
Montreal 5.5 $313,000
Winnipeg 52 $240,000
Ottawa 49 $345,000
Halifax 34 $261,000
(algary 1.0 $404,000
Edmonton -1.2 $327,000
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Consumer Spending: Tables Turn
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Retail Sales Personal Savings Rate
(y/y % chng) (% of disposable income : 4-qtr ma)
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Rebound in US Savings Ending
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But Some Canadians Are Over-leveraged
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Deleveraging in US

Household credit and mortgages plus unincorporated business mortgages
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Charts 9-10



Global GDP: The Great Divide
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Emerging Markets Provide Support
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Emerging Markets Are A Growing Force
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Commodity Trends: Moving Parts

Commodity Price Range (5-yr range)

Materials & Foodstuffs
(as of December 5, 2011)
Low High
Lumber | 23040 tcurent
(Us$/ 138.10 336.80
1000 sq ft)
Coffee 257 |
(US$/1b) 1.12 33
Wheat fos
(US$/bu) 3.8 1297
Corn 580 |
(US$/bu) 2.70 781
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Metals & Energy

(as of December 6, 2011)
Low High

Gold 1,708.00 |
(USS/o2) 608.40 1,895.00
0il 1011 |
(USS/bbl) 31.41 145.29
Natural Gas | 3.4
(USs/mmbtu) 1.88 1331
Copper 322

(USs/1b) 1.26 460
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Loonie and Commodities: The Ties that Bind

Canada (as of December 6, 2011)
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BoC Commodity Price Index = (January 1972 = 100)
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US Dollar Off the Lows

(as of December 6,2011)
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US Budget Deficit: Long-term Problem

Budget Balance - United States
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Charts 15-16



Ottawa’s Finances Better

Federal Budget Balance - Canada
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Investors Flock to Canada

Canada (C$ bins)
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Government Spending Won't Be Cut “Dramatically”

— Minister of Finance Jim Flaherty
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Portfolio Investment Flows
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Canadian Dollar Outlook: Still Looking Up?
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Inflation Set to Ease

(US¢ : as of December 6,2011)
Canadian Dollar Positives
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Downside Risk: Global Growth Stumbles
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Consumer Price Index (y/y % chng)
Canada United States Total CPI
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Charts 19-20
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Inflation and Deflation

Consumer Price Index — Canada (y/y % chng: as of October 2011)
Deflationary Inflationary
Computers -11.3 Gasoline 18.2
Home Entert. Equip. -6.7 Coffee 14.7
Books -2.2 Bread 1.1
Natural Gas -2.2 Vegetables 7.9
Household Furniture -2.1 Air Fares 6.1
Beer -2.1 Milk 6.1
Mortgage Interest -13 Tuition Fees 4.2
Household Appliances -0.7 Auto Insurance 3.8
Core CPI 2.1%
Overall CPI 2.9%
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Interest Rates: Low for Long

(% : as of December 6, 2011)
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BoC Worried About Global Turmoil Weak Growth #1 Concern
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Charts 21-22



Global Equities: Year of Reversal

Equity Markets (% chng)
2011 Year-to-Date
201 0 (as of December 6, 2011)
Russia 25 DJIA —
India 17.4 S&P 500 0
Nasdaq 16.9 Nasdaq 0.2
Germany 16.1 UK -5.6
TSX 14.5 TSX -10.1 N
S&P 500 12.8 Australia -10.8
DJIA 11.0 Germany -12.8
UK 9.0 Russia -16.1
Australia -0.7 Japan -16.2
Japan -3.0 China  -17.9
China -143 India  -18.1
30 -20 <10 0 0 20 30 =25 -20 <15 10 -5 0 5

© BMO Capital Markets  www.bmocm.com/economics BMO &8 Capital Markms

Canadian Economy:
Challenges & Opportunities

Challenges: Opportunities:

Global Government Debt Emerging Economy Demand
Strong (S Foreign Investment Inflows
High Household Debt R&D and Innovation

Weak Productivity Canadian Banks Strong
Weak US Growth Fiscal Position Strong

Gradual Expansion
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Charts 23-24



