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risces n°Every month, Consensus Economics surveys over 250 prominent financial and econcmic
Z‘@ 05 forecasters for their estimates of a range of variables including future growth, inflation, interest
5 : j ratesandexchange rates. More than 20 countries are covered and ine reference data, together
with analysis and polls on topical issues, is rushed to subscribers by express mail and e-mail.

Survey Highlights

Contents @ Euro zone GDP expanded by 0.8% (g-0-q) in Q1, but while
— robust outturns in France and especially Germany shored up
Page activity, this masked poor growth in the embaitied perighery
Significant Changes in the countries. Greece, in particular, is having difficulty passing
CONSENSUS «vvverresrerrranserasrensarssssssssrs 2 further austerity measures and servicing its debt, making a
default seem the only likely outcome. Despite this, the ECB

Special Survey: indicatad a probable base rate increase in Jufy.

Guarterly Forecasis

{continuad on page 28 3 @ Tha Japan earthguake, tsunami and nuciear crisis led to a
declinein GDP 0f 0.9% (g-o-q} in Q1, pushing the economy into
Individual Country Forecasts recessicn, Our panel expects quarterly GDP o return to positive
growth in Q4 2011 before peaking in Q2 2012. Faliing industrial
United States .o 4 production and plummeting exports caused by the crisis have led

Japan to supply-chain disruptions in Japan's export partners, too.
GEINANY ovvvvce v ae s

FIANCE ... @ Ourregular survey of Quarterly Forecasts (pages 3,28 and 29)
United Kingdom ........ shows our panels' forecasts for GDP, Consumption, indus-
MBIY oo 14 trial Production, Inflation and 3-month Interest Rates throtigh
CANBYA s 16 tothe final quarterof 2012. Moreover, our Significant Changes
Euro zone .. 18 section{page 2) contrasts the latest quarterly inflation expec-

tations with those from June and December 2010,

Qur nextissue of Consensus Forecasts will be avaiiable
at the end of the day on July 14, 2011 and will include
Economic Policy Evaluation.

" Quarterly GDP Growth in the US, Japan and the Euro
zone (see pages 3, 28 and 29)
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Average % Change on Previous Calendar Year ; A,;‘;-‘;-?[
Gross | Personal | Machineryi pre  ray | yngustria | Consumer| Industrial |- Average Housing
Domestic | Expendi- | & EQUIP- | comnnrate | produstion!  Prices Produst Hourfy Starts
Product ture ment Profits Prices Earnings | {housand
Invastment . : units}
' Produit ‘fo%’iﬁs Investisse- Bé"-f;-"es Production. Prixala | Prix des Ré":-;”nér' ngrftgéc
Intsrienr somrrelgﬁon . mde;cftif Sg_'f";é’s?s Industrielle! Con;omm Produits Hau rgﬁe L%giseg?é:nts
| Brut Ménages | 1o | impots mation |Industrigis Moyefine “,';',?;‘;}gfé
Economic Forecasters | 2011 2012 | 2011 20120 20112012 ] 2011 2012) 2011 20121 20112012 : 2011 2012| 2011 2012 | 2011 2012
Royal Bank of Canada 32 31 23 240 138 BO; 188 144 ra na! 26 27! na na na na | 182 181
JF Morgan 30 28| 22 25133 7.3 na nal 42 291 29 1.7 | 49. 4.0 na  na na. na
Merrill Lynch Canada 30 30 20 25| 157 81 257 102 30 301 54 26 na  na na na | 164 179
Nationaf Bank Financial -+ 3.0 26 26 20 107 75] 98 6.3 na na i 31 25 na  na na na | 175 185
Caisse de Depot 28 28: 22 24: 85 641 103 101 na nai 29 20! na na na na | 178 180
Desfardins 28 27 23 27 141 40| 152 85 na na | 27 23 )46 37 | 38 32 178 18t
‘E%;dnomap 29 26| 285 26| 365 100 120 50) 40 35 28 21 |45 390 29 30 1180 8%
CIBC World Markets 28 28] 23 23] 128 128! 114 102{ na na | 28 16| na_ na | na na | 173 174
BMO. Capital Markets 28 26| 21 25| 165 96| 120 20] 36 32 [ 30 22|38 25 | 26 25 | 180 62
Econ I'nt'_eiii_gﬁi_‘i.l?'e tinit 28 24| 28 24, na na: na nal 1.8 35 | 25 22|61 24 na na na  na
Toranio D__g:imlnion Bank{ 28 25| 23 23] 153 86! 154 &§7 ra na | 28 22 na na na na | 175 164
IHS Globat Insight 8 28| 21 23! 157 63 212 78l 65 63 | 28 22| 45 18| na na | 178 182
Sqoiia _Econ_orhir_:s 28 26| 22 25 143 7.6 135 105 51 45 1 30 24 | na nma ne na | 175 175
Gapital Economics 27 15| 23 19! 140 60! na nal na na'i 28 23| na na | na na | 180 150
EDC Econornics i 27 24 25 21 92 75 na na| na na 24 20| na na ] na na | 170 160
Informétrica L 27 29 23 28132 66! 250 82{ 57 50| 32 22 |55 80 [ 27 34 | 172 168
University of Toronte 27 23f 20 22 181 101! 1.7 41] na na | 28 15| na na na ' na | 178 182
ContBoard of Cariada | 24 27| 28 26| 125 77,172 34| na na | 22 21|86 B30 | na nz ;175 187
Conse‘nsﬁs (Niean) - 2.8 2.6% 23 24| 135 82[ 157 T7E 43 40 28 21 47 28 29 3.0 {176 176
Last Mdnth’s Mean 2.9 2..7§ 28 25 1.5 83 143 84] 44 339 27 24 4.2 B0 3.1 31 174 179,
3 Months Ago 29 271 29 25 112 78,135 88 588 38 24 21885 27 | 28 32 |i73 7@
Hig_h 3.2 341 29 28| 185 126 257 141 6.5 6.3 34 281 61 40 35 34 | 182 168
de 24 15 20 19, 88 &0 98 20 10 29!l 22 16|38 1.9 2.8 25-1164 150
Standard Deviation 0.2 03 03 02 23 17 53 34 5 12 03 02108 07 04 Q4 -5 11
N i
Comparison Foracasts 3
NIF {_Apr. 1) i 28 26| 32 28 22 18
OECD (May “11) [ 30 28| 26 27 238 16
Government and Background Data Historical Daia
Prime Winister - Mr. Stephen Harper (Conservative), Government - . ‘
The Gohservaiives hold 167 out of 308 sedts in parliament (155 seats * % change on previous year 2007 2008 2008 2010
are needad for a clear majority). Next Elsttion - by May 2015 (general Qross Domestic Product* 22 0.7 -28 3.2
election). Notinal GDP - C§1,5270n (2009). Pogulatlon - 336mn| | Personaf Expenditure® 46 380 04 3.3
(mic-year, 2009). C$/$ Exchange Rate - 1.143 {average, 2009). Machinery & Egpt Investment* 4.2 .05 -19.8 11.6
. Pte - Tax Corporate Profits* 1.9 11.0 -33.1 2.2
_ ) industrial Frodugtion” 05 45 84 4.8
Quarterly Consensus Forecasts Consumer Prices” 2124 05 18
Historical Détta andl Forecasts (bold ftalics) From Survey of Industrial Product Prices* 1.8 4.2 3.5 1.0
June 13, 2011 Average Hourly Earnings* 4.6 3.5 8.0 3.0
2016 2011 2012 Houging Starts, ‘000 units 228 211 149 180
Gross Domesticeg Q4 Q1 Q2 G3 G4 Q1 Q2 Q3 Q4 Unemployment Rate, % 81 82 83 8.0
Braduct 3.8 233.206 27 28 28 25 27 26 26 Current Account, C$ bn 12.8 5.3 -452 -50.9
Parsonal ' : | Federal Govi Budget Balance,
Expenditure 32 3.2 22 25 24 20 24 2.5 24 24 fiscal years, C$ bn 9.6 -5.B -55.86 -39.7e
Consumsr - 3 mth Tray Bill, % (end yr} 3.8 08 02 1.0
[ Prires 182 27 9/ A2 249 DA 24 20 271 979 40 Ve Moot Damsl O famal snd A0 1N na nn




Year | Annual Totaf! Fiscal Years | Rates on Survey Date GDP Outiook Stalls Despite Strong First Quarter
Average | {AprMas) 0.9% | 3.0% The national accounts painted an upbeat picture of activity
Unemploy-| Cument | Federal 3 momth 10 Year during the fi_rs’i three months of this year, This contrasts with
merit Account | GoviBudget| Treagury IGovernment| themoderationinthe naighbouring US overthe same quarter
Rate (%) | (C%bn) Balance Bond and sounds a warning ovet the Canadian outlook going
| (Csbm) | Rate(®) | VU8 | g 008 GDP north of the border rase by 2.9% (y-0-y), down
Tausde | Balance | Bafance | Mendement | BMBMEN | glighty from the 8.3% pace Setin Q4. 2010, However, in g-0-
Chf;g/’:fge %;i‘;f;f}e = B?ggféz")’@ du Trésor del ions d'Etet | 9 1erms, growth picked up from 0.8% to 1.0% on the back of
: dmois% ideifans %| ajump in inventories. Investment in machinery and equip-
2011 2012 | 2011 2012 ] 15_:2 15_‘;3 Sf:f1 ol Sf’ﬁhﬁidu mentalso helpedto buoy the economy, acceleratingfroman
. s (onalready strong 17.4% (y-o-y) expansion in Q4 fo 18.6%.
RBC7s 72 206 -150] na ra | 17 27 @@yHOWQVer, netexports, which had contributed 2.7%-points to
74 88 (-277 1425270 -17.0 4 e na | na ona | growth in O4, sublracted from GDP in the January-March
73 67 1-208 -89 1-261 -164 | 19 851 43 47 1 period. Exportershavebaen hitby the strong Canadian dollar
7.7 76 |-475 -3251-300 200 | 17 26 38 411 ggainstthe US currency. In addition, personal expenditure
76 7.4 -400 8501 ma  na | 13 18 85 38 | registered flai growth overthe previous quarterwhich dragged
76 72 {314 -195 300 -180 | 15 23 | 35 43| the y-o-y rate down from 3.2% to 2.2%. Despite loose
75 72 |-450 -40.0 1200 206 | 10 187 82 361 monatarycongitions, househaolds are being squeezed bythe
75 74 -426 -388| ‘na pa | 12 18] 33 38 ) gyrgein fuel prices and monthly retall activity has suffered
75 74 1-440 -48,0|-320 -200 | 1.2 181 83 38| accordingly, contracting by 1.0% {m-c-m) in March. Méreo-
75 70 |-356 -569| na  na | 10 15 86 42 yer oBservers suggest thata downiurn in Canada’s roaring
76 74 278 55| na  ona [ 11 11 82 33| housingmarketcouldbe around the comer. Ourpanel's 2611
75 7. |-316 -229) na  na | 12 27| 34 38| juraonstior personal expenditure has dropped significantly
7.6 7.3 :-831.8 -24.1 [-305 -20.0 1.3 23 34 38 from 2.8% last month to 2.3%.
7.6 78 ;-850 -880G| na wa | L0 10 29 27 : :
76 74 [-885 -8407 na ma | ona nag one M4 ywith headling inflation reaching 8.3% (y-o-y) in Apritandthe
78 78 223 -20.0.-:320 180 | 1.2 24 32 38 contra) pank's core rate progressing at 1.6%, the Bank of
76 74 1468 505, ma o ma 1 187 84 410 Canada notsurprisingly, betieves that monetary policy istoo
! 75 89 -400 -320 230 4180 12 26 34 38 . mocommodative. The release foliowing its most recent iner-
- - : est rate decision t6 stay on hold poinied to “eonsiderabie
écﬂr\gﬂr\g\,L)'.?'E’ 72 |-366 -31.8 1288 182 | 13 27 E@@ monétary poficy stimulus... being] eventually withdrawn.”
Uus: T I 24 WO} Ourpanellists stiggest a likely Q3 rate hike.
7.5 7.2 |-410 -34.6-276 -188 Canada Overnight Lending Rate — June 13, 2011 = 1.00%
77. 7.9 |-209 55[230 -150 | 19 351 43 47 _ : - o _
73 67 |-650 .30 920 -200 | 10 10| 28 27 | FORECASTS - EndJdune End Sop. Eng Dec. Snd Mar
04 03 | 94 216! 30 20 |03 07 03 04| |Consensus ' ‘
ean Average: 1.02% 1.16% 1.52%  1.88%
76 73 Mode {most . .
freguent forecast): 1.00% 1.25% 1.50%  1.50%
75 7.0 : S
Direction of Trade - 2010 GDP Growth and Inflation Forecasts
Major Export Markets Major import Suppliers . 2010 Consensus Forecasts from 5“;?}’ ot
{% of Total) . {%. of Total) % Jan Feb Mer s Wy i Jul Aug S Oct Nov Dec Jan Feb i A Ny Jum
“United States 749 United States 50.4 33 e TIE W s
United Kingdam 4.1 Ching 11.0 L :
China . 3.3 Mexizo 5.5
Asia {ex. Japan) 5.2 Asia (ex, Japan)  13.9 81 2011 Real GDP
Laiin America 3.1 Latin America 8.3 ' Growth
Middle East ie © Africa 2.4 25 Forecasts (%)
. Real Growth and Inflation - 27
* (% charige over previols vear)
¢ : " <Forecasts 251
& 2071 Consumer
3 Price Infiation
f% 231 Forecasts (%)
G i ¥4 . ; { L Pl
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21 %
QUOROLA QR GR G OR QA NN N AP DR NA NS GRNT AR NA 1R 1 12 1R 14 18 1R -~




Rates on Surue’y Date

Year . Fiscal Years :
Average MUl TomEl o gep) 0.1% 3.0%
Unemploy-|  Current Federal 3 manth 10 Year
ment Acgotint Bugdget Treasury | Treasury
Rate (%) | (US$br) Balafice | Bill Rate (% Bond
(USS Em)z Yield {%}

FY  FY | End End |End End

11 2012 | 2011 2012 -
2011 2012 10-11_11-12{Sep 1 1dune'12Sep'tt June'12

87 82| na rnal1491-1212] 03 G2 | 38 45
88 7.8 |-537 na |-1400 -1058 na na| 37 na
89 83 {-470 -430 —1425 -1166 0.1 1.0 3.5 4.4
8.8 80 |-481 -479{-1429 1_0{30 0.2 08 3.4 4.1
8.8 82 |-554 -485 11362 -T171 0.1 03 33 3.8
8.8 84 |-557 -6051-1350 -10G25, ©OA 0.3 3.5 4.4
88 8.6 |-473 -428 11424 -1169: 02 0.6 34 4.3
89 B85 {-458 —4'38,-.1'5_94 -1300 0.2 0.3 34 4.0
88 7.7 |-500 -601-1350 -100Ci 04 03 32 45
88 81! na napi800-9000] 01 01§ 87 45
88 84 | -415 -305 1400 -1103, 0.3 1.2 35 3.8
g0 87% na nal na paj 01 OR|-34 33
8.8 7.7 -3¢ -B41 1350 -1150 0.1 &2 2.9 3.5
B7..83. . na  nal1506 42001 02 15 36 40
88 84 |-493 -507 |-1456 <1038 ci. 08| 32 3.8
86 78 .37 -470 11380 -1100F 02 o5 38 42
89 8.2 |-522 -802.1326-1216! 01 10| 87 47
89 83 na na ;1378 2751 02 041 33 a7
89 B5 |-575 -622|1450-1100| G2 02 na
88 8.2 -580 -586 |-1380 #1180 | 0.1 04| 34 4,0
8.8 82 -B02 -559|-1382 -1191| 0.2 021 34 38
89 B8 |-496 -549 1426 :1162; 02 04| 31 35
89 85 |-595 6751180 -11001 02 10| 32 38
81 na na na|[ na naj O na | 28 na
89 86 {-580 -578|-1437 -1128 0.2 08| 388 4.4
88 85 |-0g8 -501 -1101 "-851 . 0.2 0.5 3.4 3.8

§8 83 |-519 .-535 1380 -1118| 01 05| 34 40

~ oy
87 .82 |:5652 -584 |-1415 -ﬁ:_a_gg .’5) _ @
8.9 .83 |-525 -5B21-1403 -1143
9.1 . 88 [-379 -305 1101 -851] 03 15| 38 47
86 77 |-802 -B75|-1504 -1300 . 04 0.1 | 28 33
o1 03| 61 83] 95 100! Ot 04| 02 04

' |US Fed Funds Rate - June 13, 2011 = behwesn 0%-0.25%

1480 -1100

94 84 ‘
9.3 85 -1645 1101
85 7.8 |-494 -451 -1644 .1197

Concerns Grow Over Economic Stall
The consensus fofecast for 2011 and 2012 GDP growth is
trerding downward as the recovery decidedly ebbs. The

second national accounts release confirméd that GDP grew

by 1.8% {(g-0-q annualized)inQ1, downfrom3.1%in Q42010.
Meanwhile, reai duspo_sable noome rermat ined fiatoverfarch
and April on the back of February's 0.1% (m-o-m) decline,
thanks tolackiistre hiring and rising fuel and price pressures.
2011 consumption expecta‘ﬂons have dipped as a result.
Producers are also feeling the pinch from inflation. After
driving ‘géonoric activity last yedr, the xmpe‘rus in industry
has slowed considerably. New industrial orders fell by 1.2%
(m-o-mj) in April, the first fall in factory olitput in 10 months.
Pa;‘tofthlswas duetothe slumpincarproductién ontheback
of understandable Japanese supply-chain disruption that
monith, But1SM surveys of manufaciuring Have pomtedtothe
loomlng {hreat of acute costpressures on supply: managers’
profit margins for & while now, whi fe our panel projects
headiine consnm_er priceincreasestoaverage 3:.0%in2011,
Prodiiction, in tm, has been dowmgraded from 5.1% last
maorith to 4.5%.

The prospectof renewed monetary edsing has beer daghed
by Ben Bemarnke effectively rulidg out a third round of
quant:tatlve easing (QE). In the context of meditim-term
inflation expectations, this is probab]y riot & bad move.
indeéd, hawiish FOMC memberswant the Fed's accumuiated
pileofUS govemmentbonds to be sold off. Bernanke remains
upbeataboltnéar-term GDP, butthe Fed's dwn Bexge Book’
report for l\fiay showed activity slowing further across many
sectors. Growmg lack of confidence in-the US dollar has, -
hewaver, strengthened éxports and currentacccunt prospects

— End June End Sep  End Pec. End Mar
ORECASTS 2011 2011 2011 202
Consensus

Mean Avérage: 0.16% 0.16% 0.20% 0.27%

Mode (most

frequem forecasty: 0.125%  0.125%  0.125% 0.125%

j

Direction of Trade - 2010.
Major Export Markeis
{% of Total)

Wajor import. Suppiters
(% of Total)

Canada - 194 ‘China 19.5
Mexico i2.8 Canada 142
China 7.2 Mexico i1.8

Lafir Amearica 23.5 Asla (ex. Japan) 264
Agia (ex: Japan) 124 Latin Amelica 18.7

Middie East 35 Africa 4.2

Real Growih and Inflation -
{% chafige over previous year)

% -
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