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Domestic | Expendi- | & Equip- Corporate |Production| Prices Product Hourly | arts g

Product ture _ment Profits ' Prices Eamings | (fhousan

Investment| : units)

Produit | DEPGISeS |investisse- Bergaeféces Production| Prixdla | Prixdes | Bémunér-|Construcion
Intérieur somcr’r;gtion ment Sociét?’s Industrielle| Consom- | Produits fth;:;:'e L%ggens:egs
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Economic Forecasters | 2007 2008 | 2007 2008 | 2007 2008 | 2007 2008 | 2007 2008 | 2007 2008 | 2007 2008 | 2007 2008 | 2007 2008

Informetrica - 28 29 | 87 29 |-05 6.3 62 55|01 1.8 | 23 20 [32 1.9 | 38 31 |225 190
Royal Bank ofCanada | 26 29 | 37 28 |21 72| 39 42 na na |24 22| na na na na | 208 190
JP Morgan ’ 26 27 | 42 27 |18 58| 56 30| 1.0 26 | 24 24 |33 26 | 39 45 | 215 200
Caisse de Depot 25 28 [ 33 33 |60 70 na naf na  na |22 21 na na ra- na | 217 192
ConfBoardof Canada | 25 32 | 38 32 | 36 87| 98 73 na na |24 21 |30 15 na na | 212 196
Desjardins - 25 30 | 39 3.7,4 14 35| 57 49 | na- na |24 29 |48 36 | 30 28 |212 195
Global Insight 25 29|36 31|31 54| 17 41|04 24 |23 23 |17 -1.9 | 31 28 | 219 212

Merrill Lynch Canada 25 20 | 41 34 na na na na| na na (23 19 | na na na na | 223 212
Toronto Dominion Bank| 25 25 | 37 29 |21 72| 62 35| na.na [ 26 22 | na na na na | 214 193
BMO Capital Markets 24 28 |37 30|16 62| 60 40|00 15 |25 26 |35 30 | 39 42 |215 190

CIBC World Markets 24 25|38 28|17 59| 80 60 na na |24 25| na na na na | 215 198
Economap 24 28|38 27 |20 50| 60 35 |-02 17./25 24 |30 25 | 32 28 |210 185
Scotia Economics 24 25|87 27 |15 55|50 35|00 20 |24 24 | na na | na na |213 195
EDC Economics 23 26 |87 30 |34 53| 38 64 |-02 20 |25 22 | na na | 3.6 24 | 217 199

| University of Toronto 23 22 |37 25|30 76|59 29| na na' |24 21 | na na na na | 215 191

Consensus(Mean) | 25 27 [ 38 .30 |23 62| 57 45|02 20 |24 23 |32 19 |35 32 |215 196
Last Month's Mean 25 28|36 80 29 62|55 39|00 21 |24 22 |34 19 |82 31 |210 194
3 Months Ago 24 28|33 29 |50 60|33 37|02 21 |21 21 |22 21 |26. 29 | 206 193
High 26 32 |42 37 |60 87|98 73|10 26 |26 29 |48 36 |39 45 |225 212
\ Low : 23 20 {83 25 |-05 35| 17 29|-02 15 |22 19 |17 -19 | 30 24 | 208 185

Standard Deviation_ 01 03|02 03 15 13} 20 14|04 04 |01 03 |09 18 04 08 4 8

Comparison Forecasts

IMF (Apr. '07) 24 29 | 33 28 ’ 17 20
f OECD (May ‘07) 25 30 |30 27 , 20 2.1
| A
| Governmentand Background Data Historical Data
Prime Minister - Mr. Stephen Harper (Conservative). Government - .
The Conservatives lead a minority government, with 124 out of 308 seats * % change on previous year 2003 2004 2005 2006
in parliament (155 seats are needed for a clear majority}. Next Election Gross Domestic Product* - 1.9 3.1 3.1 2.8
- By 20_1'1 (general elef:tion). Nominal’ GDP - C8$1,371bn (2005).1 | personal Expenditure* " 3.0 3.4 8.8 4.2
Populatlor;c;ozls;.amn (mid-year, 2005). C$/$ Exchange Rate - 1.212 Machinery & Eqpt Investment* 7.7 9.3 10.8 7.4
(average, . Pre - Tax Corporate Profits* 6.9 171 11.8 5.0
Industrial Production* . 0.2 1.8 1.0 -0.5
| Quarterly Consensus Forecasts n Consumer Prices* L . 2.8 1.8 2.2 2.0
Historical Data and Forecasts (bold italics) From Survey of Industrial Product Prices* 1.4 32 1.5 23
June 11, 2007 Average Hourly Earnings* 1.9 27 3.2 2.7
28%6 s 2827 0z @3 aa 28‘:.3 a2 a3 Q4 Housing Starts, ‘000 units 218 233 225 227
| Gross Domestic ‘ Unemployment Rate, % - 76 72 68 63
|Product . 24 19 20 24 28 30 28 28 27 28| |Current Account, C$bn 14.7 29.4 27.9 23.6
Personal - o ) . ' Federal Govt Budget Balance, »
Expenditure 45 45 41 37 33 32 30 29 29 29 fiscal years, C$ bn 9.1 1.5 13.2 76 e
Consumer ] 4 20 25 22 22 22| 3 mth Trsy Bill, % (end yr) 26 25 3.4 4.2
Prices 16 13 18 5'1 2; 'Ch ’ . o ') 10 Yr GoviBond, % (endyr) 4.8 4.3 4.0 4.1
. . p ercentage Lnange (year-on-year). e = consensus estimate based on lategt s .
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Year . | Annual Total | Fiscal Years| Rates on Survey Date. Economic Resilience Underpinned by Domestic Demand
Average (Apr-Mar) 4.5% 4.5% While US financial headwinds have buffeted the economy -

Unemploy-| Current Federal 3 month 10 Year south of the border, Canadian activity remains firm: output-
ment .| .Account .[GovtBudget| Treasury |Government| basedGDP reboundedby 0.3% (m-o-m)inMay followingflat.

Rate (%) | (CSbn) Balance Bill Bond growthin the previous month, while the y-o-y rate accelerated

: (Csbm) | Rate(%) | Yield(%) | gm0 29 t02.5%. Manufacturing registered a 0.3% (m-o-m)

Tauxde | Balance | Balance |Hendement |Rendement| .o\ nile construction, utilities and mining (excluding oiland
Chémage | Courante | Budgétaire |SUr les Bons|des Obligat- | h daains. H thi ffsetbva1.1%-

%) (C$ md) (C$md) |du Trésor de| ions d'Etat gas) also showed gains. However, this was o se yal.1%

e o Eflc'ino,Eana gsdw aEr:lsd% f:lrop ln-‘e?ergg out‘put which, inturn, ledtoa 0.2% eecll‘ne in

2007 2008 | 2007 2008 |07.08 08-09| Nov'o7 Au08lNowD? Auqo8 industrial production as a whole. Elsewhere, May’s factory

report showed shipments and new orders decliningby 0.1%
and 0.5% (m-o-m), respectively, highlighting the adverse
impact of a relatively strong C$ on Canada’s exporters. In
60 58 | 363 4531 30 30 | 48 56| 46 54 spite of this, though, our panel’s 2007 production forecast
61 63 | 200 200 | 50 30 | 46 43| 47 48| hasedgedupthismonth,perhapsasaresultoftheeconomy’s
61 60 | 350 385 |149 131 | 44 43| 46 49 overall resilience‘. lngieed, the May GDP report highlighted a
61 58 | 209 246 | 50 60 | 48 49| 49 52 0.5% (m-o-m) gain in services, whx!e wholesale -and refpa:l
62 63 | 283 308 | na na | 48 47| 46 49 commerce sgggested thatthe Canadian consumer remains
- i : ; strong. Retail trade soared by a whopping 2.5% m-o-m in
61 62| 284 11| ra na | 45 43|44 451 Moy jifted by a 4.0% surge in auto sales but, even excluding
62 63 | 282 223 | na na | 48 48| 50 51| ‘carg sales continued to exhibit broad-based strength. This
61 62 | 800 220 | 50 50 | 48 48| 46 50| - coupled with a fall in the jobless rate to 6.0% in July (its
61 62 | 300 300 | 3.0 30 |47 47|48 46| lowestlevel since 1974) and a 4.9% y-o-y acceleration in
62 63 | 280 210 | 60 50 | 47- 48| 48 52| fixed-weightedaveragehourlywages—shouldhelptoshore
61 62 | 250 140 | 45 45 | 43 43| 43 45 up consumption fundamentals. Our panel’s forecast for
61 60 | 303 436 | na na | 48 48| 49 52 | personalexpenditureiri2007 hasconsequentlybeenupgraded
61 63 | 262 168 | na na | 47 47| 47 49| to 3.8% this month. Despite housing starts falling from
- 225,300 units in June to 215,600 in July, the housing market
remains relatively solid, Indeed, any moderationin the sector
appearsto be healthy, in contrast with the US where the depth
and breadth of the housing downturn has spooked the
financial markets, Canadian housing start forecasts have
evenrisen. '

60 60 | 230 240 | 50 60 | 48 50| 48 5.1
62 63 | 194 168 | na na | 51 53| 51 55

61 6.1 | 279 254 | 57 54 | 47 47| 47 - 50

62 62 | 262 242 | 52 49
62 63 | 201 192 | 42 39
62 63 | 363 453 |149 131 | 51 56| 51 55
60 58 | 194 111 |30 30|43 43| 43 45
01 02| 48 104 |36 31|02 04|02 03

‘The (so far) minimal impact of stock market turbulence in
Canada should come as good news for the central bank.
Price pressures could well guarantee another rate hike inthe
nearfuture, though. Indeed, while June core inflation was flat
in m-o-m terms, the y-o-y rate showed underlying prices
picking up from 2.2% in May to 2.5%. Our panelis predicting
apossible September rate increase (see box, below).

62 62
61 60

Direction of Trade — 2006

Major Export Markets

(% of Total)

Major Import Suppliers
(% of Total)

" Likelihood of a Bank of CanadaInterest Rate Change
Our panel's estimated average probability of a change in the
" overnight lending rate (4.50% on survey date) at or

United States 82.3 United States =~ 55.7 before the next key policy meeting is:
United Kingdom ) 2.2 China 8.4 :
Japan 2.1 Mexico 39 INCREASE  NO CHANGE DECREASE
Asia (ex. Japan) 4.4 Asia (ex. Japan) 14.0 69.2 + 27.1 + 3.8 = 100 %
Latin America 2.2 Latin America 7.1 " ’ : . }
Middle East 0.7 Africa 2.1 Most likely rate change mentioned: +0.25 %
. Real Growth and Inflation %  Short- and Long-Term Interest Rates
%

<Forecast>

<Forecast>
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