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Q. In Volume 1: Application and Company Evidence, at page 59 of Ms. McShane's 1 
testimony, footnote 49, the Company references Consensus Economics, Inc. surveys 2 
of over 240 prominent financial and economic forecasters. Please provide a five-3 
year history of this source forecast for future Canadian bond interest rates, in 4 
comparison to the actual Canadian bond interest rates that prevailed at the forecast 5 
period. Please highlight any instance over the last five years where Consensus 6 
Economics, Inc. forecasted that future Canadian bond yields would be lower than 7 
the prevailing actual Canadian bond yield at the time that the forecast was 8 
published. For all such instances, please provide copies of the Consensus 9 
Economists, Inc. publication that lists the forecasts and identify the prevailing 10 
Canadian bond yield. 11 

 12 
A. Table 1 provides the average forecast 10-year bond yields for the period 2002 to 2006 as 13 

reported by Consensus Economics Inc. and the actual observed Government of Canada 14 
10-year benchmark bond yields for the months of October, November and December.  In 15 
October 2006 (highlighted in Table 1) the Consensus Forecast was below the actual 16 
Canadian Bond Yields.  Attachment A contains a copy of the Consensus Forecasts for 17 
October, 2006. 18 

 19 
 20 

Table 1 
Selected 10-Year Bond Yields 

2002 to 2006 
(percent) 

 
 Consensus Forecasts1  10-yr Benchmark Bond Yields2 
        
 October November December  October November December

2002 5.35 5.50 5.45  5.16 5.18 4.88 
2003 5.05 5.15 5.20  4.85 4.79 4.66 
2004 5.20 5.05 4.90  4.52 4.44 4.39 
2005 4.40 4.55 4.45  4.16 4.06 3.93 
2006 4.15 4.15 4.10  4.17 3.94 4.05 
 21 

                                                 
1  Average of 3-month and 12-month Consensus Forecasts. 
2  Average monthly yield of the 10-year Government of Canada Benchmark Bond as reported on the Bank of 

Canada website. 
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CONSENSUS FORECASTS 
E-mailEdition: - All rights resewed. Under our agreement this publication may not be repro- 

duced (complete or partial), redistributed, stored in apublicretrievalsystem or 
broadcastto persons other than theemailsubscriberwithout the priorwritten 
permission of Consensus Economics Ine. 

Survey Date 
October 9,2006 

Every month, Consensus Economics surveys over 240 prominent financial and economic 
forecasters for their estimates of a range of variables including future growth, inflation, interest 
rates and exchange rates. More than 20 countries are covered and the reference data, together 
with analysis and polls on topical issues, is rushed to subscribers by express mail and e-mail. 
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Survev Hishliqhts 

03 GDP forecasts for the world's major economies have re- 
mained largely unchanged in this month's survey, reflecting 
mixed data releases. 

03 Moderatingeconomicactivityin the US, combined with lower 
energy prices, has resulted in consensus forecasts for 
consumer price inflation being lowered this month. These 
factors have also seen the Fed pause its cycle of monetary 
tightening for the second consecutive meeting, with our 
panel predicting that the next move in interest rates could 
well bedownwards, sometime in thesecond quarterof2007. 

" lii con;ras;, our sKpane,li-'- --- -- = - " -" -.- a ~ a  a,= ~ ~ n l ~ d ~ n t  that ,he Bankof 
England will increase interest rates in November, attaching 
a 65% likelihood to this outcome. Strong GDP growth and 
above-targetinflation already sawthecentral bankhike rates 
in August. 

Oil price forecasts have been lowered following the sharp 
decrease in prices in recent months (see page 27). 

-3 This month's special survey is a repeat of our regular 
compilation of Long-Term Forecasts (pages3,28, and29), 
with consensus expectations for the next 5-10 years. 

G-3 Lona-Term GDP Growth (see Daae 3) 
% 1% chanse over previous year) 
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Euro zone industrial output may be stabilizing. Consumer , - - - - - -\- - - Nh- - - - - 
spendinq, however, continues to show qains, with Auqust's -4 o 

In the Euro zone (page 18), latest data releases suggest Consensus Forecasts from Survey of: 
2W5 2006 

iat economlcactivity remains robust, andthis has led to an % ~ s b ~ a ~ ~ p ~ ~ a ~ ~ , , , ,  J ~ I  mg5ep ~ N ~ ~ o ~ J ~  ~ s b  M P ~ ~ ~ ~ J ~ ~  N ~ ~ l ~ ~ e p m  

- - " --B ,@- 
017% m%-m rise in retail sales - from 0:4% in July - , ,  - - - - - - - v----- 
underscoringtheimproved outlook. Positivejobmarket news 2 0 0 ~  ~Zvvaie - 
has also supported private consumption expectations. Consumption (%) 

- - - - - - - - - - - - - - - - - - - - 

dpgradeinourpanel'sforecastsforboth2006and2007GDP 20' 

growth. Upbeat news fromforward-looking PMI surveys has 
helped. The German industrial sector, in particular, has 1.9.- 

played an importantrole in lifting regional production. A3.7% 
jump (m-o-m) in German manufacturing orders in August, 
coupledwithfirm IF0 business sentiment, also bodeswell for 
Euro-widecapitaispendingintentions.However,despitethis '."- 
year's rise in investment estimates, 2007 forecasts have 

1.5.- moderated on the back of the US slowdown and signs that 

' ' , ' , , , , . * , , . . , * , , a 

2006 _prixat~ - - - 
Consumption (%) 

- - - - - - - - - - - - - - - - - - 

- - - - - - - - - - - - - - - - - - 

- - - - - - - - - - - - - - - - - - - - 

\------ /- 

Gross Domestic Product' 
Private Consumption' 
Gross Fixed Investment' 

* % change on previous year 

Hlstorlcal Data 

2003 2004 2005 

In Switzerland (page 24), 2007 forecasts have been Consensus Forecasts from Survey of: 
2006 

upgraded again this month as the economy's recent strong % J B ~ F ~ ~ M ~ ~ A P ~ M ~ Y J U ~  JUI A u ~ S e P ~ c l N o u O e c J a n ~ ~ b ~ ~ ~ ~ ~ ~ ~ ~ y ~ ~ ~  ~ ~ t ~ ~ ~ s ~ ~ o ~ t  

~erformancecontinues.GDPgrowthhasbeenat0.7%(q-o- ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' 

2006 
Consensus 

2.8 

1.9 

4.3 

) or above for the past five quarters, with the country 
benefiting frnm buoyant global ec-nnornic activib! ?rilllarticuiariv 

Consensus Forecasts for 2007 from Survey of 
May '06 June July Aug Sep Oct 

1.8 1.8 1.8 1.8 1.8 1.9 
1.5 1.4 1.5 1.4 1.4 1.5 

3.0 3.1 3.0 3.0 3.4 3.3 

in ~ e r m a n ~ ,  its c~bsesT trading partner) and a revival in 2 6  - - - - - - - - - - - - - - - - - - - 
domestic demand. Private consumption still remains fairly I 2006 GDP 

Gro@h_(%l 
subduedbyintemationalstandardsbutisforecasttoincrease 24 

- - - - - - - - - - - - - - - - 
by close to 2% in both 2006 and 2007. Strong exports, 
however, have been the bedrock of the exoansion. with a f 
current account surplus of 16% of GDP recArded in the first z~lJ- - - - i7 
half of 2006. The upbeat data have prompted our panel to 
raiseits2007forecastforthisvariable.Meanwhile,inflationary - - - - - - - - - - - - - - A- - - - 

,a -a 2007 GDP 
pressures remain absent, with prices anticipated to rise by 

1.6 - - - - -  Growth (%) - -6 - - - - - - - - 
just over 1% both this year and next. This has allowed the 
central bank to increase interest rates at a gradual pace. , ,  - - - - - - - - - - - - - - - - - - - - 

% change on previous year 

0 GDP - Gross Domestic Product IMF - international Monetary Fund 
na - not available Emu - European economic and monetary union 
OECD - Organisation for Economic Co-operation and Development ECB -European Central Bank 
y-o-y - year-on-year q-o-q - quarter-on-quarter m-o-m - month-on-month 

Gross Domestic Product' 
Private Consumption* 
Current Account Balance (SwFr bn) 

0 Measures of GDP, Consumption, Business Investment and Industrial Production are expressed in real (i.e. 
inflation-adjusted) terms. These variables, and certain others as indicated, are expressed as percentage 
changes over the previous year. 

Hlstorlcal Data 

2003 2004 2005 

-0.2 2.3 1.9 

0.8 1.5 1.3 

58.1 60.5 67.7 

2006 
Consensus 

Forecast 

Consensus Forecasts for 2007 from Survey of 
May '06 June July Aug Sep Oct 



In addition to theirreguiarforecasts, country panellists were asked to provide longer-term forecasts covering the period until 
'01 6forgrowth in real GDP, consumer spending, investment and industrial production, alonq with consumer price inflation, 
,urrent account balancesand long-term bond yieids.~lldefinitionscorrespond tothose usedin theindividualdountiy pages: 

United States 

% change over previous year 

* % change over previous year 

Gross Domestic Product' 
Personal Consumption* 
Business Investment+ 
Industrial Production' 
Consumer Prices* 
Current Account Balance(US$bn) 
10 Year Treasury Bond Yield, %' 

Private Consumption* 
Business Investment* 
Industrial Production' 
Consumer Prices' 
Current Account Balance [Ytn) 

Historical 

2002 2W3 2004 2005 
0.1 1.8 23 2.6 
1.1 0.6 1.9 21 
-5.2 6.2 4.7 7.8 
-1.3 3.3 5.2 1.5 
-0.9 -0.2 0.0 -0.3 
14.1 15.8 18.6 18.3 

'Signifies average for period LEndperiod =End January, 2007 'End Oclober, 2007 
Slowing growth fundamentals, coupled with higher interest of this is due to structural challenges like more regulated 
rates, have raised concerns overthe near-term US outlook. labourmarkets and government intervention. Demographics 
Our survey of long-term forecasts, though, suggests that are also significant: as Europe's "baby boom" generation 
GDP is expected to return to rates of 3% growth and above movestowardsretirement, ashrinkingworkingpopuiationwill 
after 2007. The perceived resilience of US activity stems in shoulder a heavier burden to support them or risk a grave 
largepartfromtheeconomy'sabilitytolmplementtechnologi- public pensions shortfall. Elsewhere, lower rates of job 
cal change - which boosts the productivity of labour and creation have yetto be properly tackled. This was illustrated 
capital inputs, thereby shirting North American trend-GDP earlier this year when efforts by the French government to 
growth rates higher - at a faster pace than Its European add flexibility to youth employment were met with protests, 
counterparts. Indeed, Canadian GDPexpectationsoverthe partly by those seeking to preserve existing practices. In 
irecast horizon project similar average growth of just under Italy, an already large fiscal shortfall -- expected to reach 
,'. The US economy also benefits from less government 4.8%of GDPthis year-has been metwith plansto increase 
intervention, lower taxation and fewer structural rigidities taxes; measures directly tackling structural rigidities have 
(although the US has yettoproperlytackle its hugefiscal and been less forthcoming. Consequently, French and, espe- 
current account deficits, with forecasts forthe lattershowing cially, Italian growth rates areforecastto remain modestover 
that the shortiall is not expected to narrow significantly over the medium-term. Japan's aging workforce and sizeable 
the next5-10 years). In the Euro zone, this year's projection public deficit are also factors governing long-term forecasts. 
of firm economic growth of 2.6% is not expected to be The good news, though, is that a return to deflation is not 
sustained atthe same rate of expansion going forward. Part anticipated. (lables continued on pages 28-29) 

Janan 

Historical 

2002 2003 2004 2005 
1.6 2.5 3.9 3.2 
2.7 2.8 3.9 3.5 
-9.2 1.0 5.9 6.8 
0.1 0.6 4.1 3.2 
1.6 2.3 2.7 3.4 
-472 -528 -665 -792 
3.8 4.4 4.2 4.4 

Consensus Forecasts 
2006 2007 2WB 2009 2010 2011 2012-2016' 
28 2.2 2.0 1.6 2.0 2.3 1.7 
1.9 1.9 2.0 1.5 22 2.2 1.8 
9.1 5.7 4.6 3.1 3.5 4.2 2.6 
3.8 2.3 2.7 1.4 25  3.2 2.0 
0.3 0.5 0.7 1.9 1.3 1.5 1.6 

18.4 18.2 18.3 19.6 20.0 20.4 21.2 

Consensus Forecasts 

2006 2007 2008 2009 2010 2011 2012-2016' 
3.4 2.6 3.1 3.2 3.1 3.0 3.0 
3.2 2.8 3.0 3.0 3.0 2.9 29 
8.0 6.8 5.6 5.5 5.1 4.9 4.8 
4.5 3.2 3.2 3.1 3.3 3.5 3.5 
3.5 2.5 2.3 2.3 2.3 2.3 2.3 
-855 -847 -821 -810 -788 -777 -732 
4.E3 5.04 5.2 5.4 5.3 5.3 5.3 

Germany 

l ~ r o s s  Domestic Product' I 0.0 -0.2 1.2 0.9 

Historical 
* % change over previous year 

Consensus Forecasts 

2W;! 2003 2OM 2005 

Private Consumption* 
Machinery & Eqpt Investment* 
Industrial Production* 
Consumer Prices* 
Current Acmunt Balance (Euro bn) 
i n  vnlr T.~.CIIIII nnnrl vinlrl a/? 

-0.8 -0.1 0.1 0.1 
-7.5 -0.1 4.2 6.1 
-1.3 0.1 25 2.8 
1.4 1.1 1.7 2 0  
43.4 40.3 81.9 926 
~7 n a  a 7  
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I 
Economic Forecasters 

Bear Steams 
Inforum-UnivofMaryland 
Wells Capital 
The Conference Board 
Ford Motor Corp 
Morgan Stanley 
Econ Intelligence Unit 
Eaton Corporation 
Lehman Brothers 
Moody'sEconomy.com 
United States Trust 
Wachovia Corp 
JP Morgan 
GeorgiaStateUniversity 
Nat Assn of Home Builders 
Daimler Chrysier 
Goldman Sachs 
MacroeconomlcAdvisers 
Northern Trust 
Oxford Economics 
DuPont 
General Motors 
Global Insight 
Merrlll Lynch 
UnivofMlchigan-RSQE 
Swiss Re 
'ank America Corp 
annie Mae 

Consensus (Mean) 

Last Month's Mean 
3 Months Ago 
High 
Low 
Standard Deviation 

Comparison Forecasts 
CEO (Jan. '06) 
OMB (June '06) - 
IMF (Sep. '06) 
OECD (May '06) 

Gross 
Domestic 
Product 

2006 2007 

3.5 3.2 
3.5 2.9 
3.5 2.9 
3.5 2.6 
3.4 2.6 
3.4 3.0 
3.4 2.2 
3.4 2.8 
3.4 2.7 
3.4 2.6 
3.4 2.5 
3.4 2.6 
3.4 2.9 
3.4 2.2 
3.3 2.7 
3.3 2.7 
3.3 2.3 
3.3 2.9 
3.3 2.4 
3.3 2.6 
3.3 2.3 
3.3 2.6 
3.3 2.4 
3.3 1.8 
3.3 2.5 
3.2 2.8 
3.2 2.7 
3.2 3.1 

3.4 2.6 

3.5 2.6 
3.5 2.6 
3.5 3.2 
3.2 1.8 
0.1 0.3 

3.6 3.4 
3.6 3.3 
3.4 2.9 
3.6 3.1 

Government and Background Data 

President-Mr.George W. Bush (Republican). Congress-The Repub- 
licans have majorities in both the House of Representatives (lower 
house) and the Senate (upper house). Next Elections - November 7, 
2006 (Congressional) and November 2008 (PrasldenUai). Nominal 
GDP - 512,456bn (2005). Population - 296.2mn (mid-year, 2005). 

Quarterly Consensus Forecasts 
Historical Data and Forecasts (bold italics) Fmm Survey of 

September 11,2006 
2006 2007 2008 
01 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 

Gross Domestic 
Product 3.7 3.6 3.2 3.4 2.7 2.6 2.6 2.7 2.9 3.0 

Personal 
Consumption 3.4 3.0 2 9  3.4 28 28 2 6  2 7  28 29 

Consumer 
Prices 3.7 4.0 3.4 3.2 3.3 2,7 2.4 2.3 2.3 2.3 

Annual 

Auto and 
LightTruck 
Sales (mn 

units) 

2006 2007 

17.0 17.5 
16.6 16.7 
16.5 16.5 
16.5 16.3 

na na 
16.5 16.2 
17.2 16.4 
16.5 16.5 
16.5 16.3 
16.5 15.9 
16.5 15.5 
16.5 16.4 
16.5 16.1 
16.2 15.9 
16.6 16.5 

na na 
16.6 16.2 
16.6 16.6 
16.4 16.1 
16.7 16.4 
16.6 16.5 

na na 
16.5 16.3 
16.4 15.3 
16.5 16.5 
17.0 16.5 
16.4 16.2 

na na 

16.6 16.3 

16.6 16.4 
16.6 16.4 
17.2 17.5 
16.2 15.3 
0.2 0.4 

Historical Data 

'%changeonpreviousyear 2002 2003 2004 2005 

Gross Domestic Product* 1.6 2.5 3.9 3.2 
Personal Consumption* 2.7 2.8 3.9 3.5 

Business Investment* -9.2 1.0 5.9 6.8 

'OrPorate Profits' 5'5 2.5 

Industrial Production' 0.1 0.6 4.1 3.2 

Consumer Prices' 1.6 2.3 2.7 3.4 

Producer Prices' -1.3 3.2 3.6 4.9 

Employment Costs* 3.6 3.8 3.7 3.3 

Auto & LightTruckSales, mn 16.8 16.6 16.9 16.9 

Housing Starts, mn 1.71 1.85 1.95 2.07 

~ ~ ~ ~ ~ l ~ ~ ~ ~ ~ t ~ ~ t ~ , %  5.8 6.0 5.6 5.1 
Current Account, US$ b n  -472 -528 -665 -792 

Federal Budget Balance, 
fiscal years, US$ bn -158 -378 -413 -318 

3 mth Treasury Bill, % (end yr) 1.2 0.9 2.2 4.0 
10 Year Trsv Bond. % lend v r l  2 R 4 4 A :, A A 

Personal 
Consump- 

tion 

2006 2007 

3.2 3.0 
3.1 2.7 
3.2 3.0 
3.2 3.1 
3.0 2.7 
3.3 3.0 
3.2 2.1 
2.9 2.3 
3.2 2.7 
3.1 2.7 
3.2 2.5 
3.1 2.6 
3.2 3.1 
3.1 2.7 
3.1 2.9 
3.2 3.2 
3.1 2.5 
3.2 3.4 
3.1 2.5 
3.1 2.9 
3.1 2.4 
3.2 3.2 
3.2 2.8 
3.2 1.9 
3.2 3.5 
3.1 2.6 
3.2 3.0 
3.2 3.1 

3.2 2.8 

3.2 2.7 
3.1 2.7 
3.3 3.5 
2.9 1.9 
0.1 0.4 

3.0 2.6 
3.6 3.3 

Total 

Housing 
Starts 

(mn unlts) 

2006 2007 

1.95 1.85 
1.86 1.71 
1.64 1.56 
1.67 1.64 
1.84 1.48 
1.83 1.56 

na na 
1.65 1.72 
1.80 1.55 
1.80 1.60 
1.61 1.40 
1.62 1.47 
1.85 1.69 
1.81 1.57 
1.64 1.62 
1.89 1.66 
1.85 1.58 
1.83 1.59 
1.62 1.55 
1.85 1.70 
1.84 1.65 
1.81 1.47 
1.83 1.59 
1.86 1.50 
1.86 1.64 
1.64 1.73 
1.82 1.73 
1.64 1.66 

1.64 1.61 

1.68 1.66 
1.92 1.75 
1.95 1.65 
1.60 1.40 
0.03 0.10 

Average % 

Business 
Invest- 
ment 

2006 2007 

6.6 8.9 
7.1 5.0 
8.4 9.2 
6.3 6.6 
9.0 7.6 
6.2 7.8 
na na 
6.4 6.4 
7.9 6.5 
7.9 7.4 
7.4 7.2 
8.2 7.0 
8.2 8.2 
7.9 6.4 
7.5 6.0 
7.7 6.4 
7.6 5.7 
8.1 6.5 
7.9 5.6 
8.5 7.8 
7.3 5.6 
7.9 4.6 
8.2 6.3 
7.7 5.8 
7.7 6.7 
8.3 7.5 
7.5 6.1 
8.3 5.6 

8.0 6.6 

8.0 6.7 
9.0 6.8 
9.0 9.2 
7.1 4.6 
0.4 1.2 

Change on 

pre .Tax 
Corporate 

profits 

2006 2007 

20.6 6.1 
15.4 -2.0 
19.9 4.7 
20.1 3.3 

na na 
16.6 2.2 

na na 
23.6 10.3 
19.8 3.0 
19.4 3.8 
21.4 4.9 
17.6 9.0 
19.7 4.8 
21.5 4.0 
20.1 3.0 
17.9 3.3 
18.3 1.4 
19.0 2.4 

na na 
16.9 2.4 
20.0 6.0 
18.8 1.0 
18.4 4.6 

na na 
19.7 3.4 
18.9 6.8 

na na 
19.2 2.4 

19.3 4.0 

20.3 3.7 
19.9 3.2 
23.6 10.3 
15.4 -2.0 
1.7 2.6 

Previous 

Industrial 
Product- 

ion 

2006 2007 

4.5 3.6 
4.5 4.0 
4.4 3.7 
5.0 3.6 
4.6 3.7 
4.7 4.4 
4.1 2.0 
4.4 3.7 
4.7 4.0 
4.2 2.6 
4.4 2.1 
4.3 2.0 
na na 
4.5 3.8 
4.3 3.7 
4.5 3.5 
4.6 4.0 
4.5 3.9 
3.9 1.6 
4.5 3.6 
4.4 2.3 
4.5 3.8 
4.4 2.2 
4.4 1.6 
4.6 3.5 
4.4 3.3 
4.4 3.6 
4.5 3.7 

4.5 3.2 

4.4 3.3 
4.1 3.3 
5.0 4.4 
3.9 1.6 
0.2 0.8 

Calendar 

Consumer 
Prlces 

2006 2007 

3.6 2.9 
3.7 3.1 
3.7 2.9 
3.5 3.2 
3.8 2.5 
3.4 1.9 
3.6 3.3 
3.7 2.5 
3.5 2.6 
3.5 2.4 
3.5 2.3 
3.5 2.5 
3.4 2.3 
3.5 2.1 
3.5 2.7 
3.6 2.6 
3.5 2.8 
3.4 2.3 
3.6 2.7 
3.5 2.3 
3.5 2.2 
3.6 2.6 
3.3 2.2 
3.3 1.5 
3.4 2.6 
3.3 2.1 
3.5 2.7 
3.4 2.2 

3.5 2.5 

3.6 2.7 
3.4 2.5 
3.8 3.3 
3.3 1.5 
0.1 0.4 

2.8 2.1 
3.0 2.4 
3.6 2.9 
3.3 2.4 

Year 

Producer 
Prices 

2006 2007 

na na 
3.6 2.0 
3.4 2.5 
3.6 4.2 
3.5 1.5 
3.3 1.0 
3.9 3.0 
3.6 1.6 
na na 
3.4 2.1 
na na 
3.4 2.2 
3.6 2.4 
3.4 2.0 
3.7 2.7 
3.5 1.9 
3.5 2.1 
3.4 1.8 
na na 
3.3 1.4 
3.5 1.0 
3.5 2.4 
2.7 3.1 
na na 
3.4 3.2 
3.5 1.6 
3.4 1.6 
3.4 1.8 

3.5 2.2 

3.7 2.6 
3.4 2.1 
3.9 4.2 
2.7 1.0 
0.2 0.7 

Employ- 
ment 
Costs 

2006 2007 

na na 
na na 
3.1 3.6 
na na 
na na 
na na 
na na 
3.4 3.3 
na na 
2.9 3.5 
na na 
3.0 3.0 
3.0 3.5 
2.9 3.1 
3.0 3.3 
na na 
3.2 3.9 
na na 
na na 
3.0 3.9 
3.2 3.2 
3.0 3.2 
2.6 3.0 
na na 
na na 
na na 
na na 
na na 

3.0 3.4 

3.1 3.5 
3.2 3.6 
3.4 3.9 
2.8 3.0 
0.2 0.3 

3.0 3.2 



FORECASTS End Dec. End Mar. End June End Sep. 
2006 2007 2007 2007 

Consensus 
Mean Average: 5.22% 5.20% 5.06% 4.90% 

Fed Weighs Up Inflation Alongside SlowerGrowth Outlook 
The Fed leftinterest rates unchanged onSeptember20forthe 
second consecutive time, prompted by signs of receding 
price pressures. Oil prices have been on a downward bent 
over the past two months, while producer costs moderated 
recently on the back of lower automobile prices. Headline 
consumerpn'ce increases also fell backin August, to3.8% y- 
o ~ ;  however, this follows three consecutive months of 
inflation above 4%. Despite our panel downgrading its fore- 
casts for both consumer and producer prices in 2006 and 
2007, the inflation threat has not diminished completely. For 
example, core personal consumption expenditure prices (the 
Fed's primary indicator of underlying inflation) rose to a new 
cyclical high of 2.5% y-o-y in August, up from 2.3% in July. 
This coincided with news of rising income growth which, 
coupled with higherunit iabourcostsevidenced in thesecond 
quarter's productivity report, underscores the Fed's conciu- 
sion that "inflation risks remain." Our phneiiists are already 
predictingan endto monetarytightening (see box, below), but 
Fed chairman Ben Bernanke has hinted that any further 
movement in rates is more likely to be upward than down. 

Industrial production contracted by 0.1% m-o-m in August 
following July's 0.4% gain, while the factory report for the 
same month showed zero growth in new orders (in m-o-m 
terms). Shipments did rise following two months of declines, 
while the trend in core capital goods orders and shipments 
overthe third quarter bodes well forthe business investment 
outlook. However, manufacturing sentiment has become 
increasingly muted, asevidencedin Septenther's ISivl survey 
which showed production, orders and, particularly, empioy- 
ment falling back. This year's forecast for industrial produc- 
tion, however, has crept up this month although 2007 esti- 
mates have moderated. Elsewhere, consumerspending re- 
mains resilient in the face of lukewarm job creation and 
waning housing market activity. Real consumption con- 
tracted by 0.1% m-o-m in August, butconsumerconfidence 
inSeptemberjumped as a resultof lowergasolinepricesand 
an improved perception of job fundamentals (September's 
labour report showed larger-than-expected upward adjust- 
ments to past data). Next year's expectationsforconsumer 
spending have consequently seen a slight upgrade. 

Year 
Average 

.nemploy- 
ment 

Rate (%) 

2006 2007 

4,6 4,5 
4.7 4.8 
4.7 4.8 
4.7 5.0 
4.6 5.4 
4.7 5.0 
4.7 5.1 
4.7 50 
4'7 4'7 
4.7 4.9 
4.7 5.1 
4.8 5.0 
4.7 4.5 
4.7 5.0 
4,8 5,1 
4.8 4.9 
47 5.0 
4.7 5.1 
4.8 5.3 
4.7 4.g 
4.7 5.0 
4.7 5.3 
4.7 5.0 
4.8 5.6 
4.7 4.7 
4.7 4.7 
l;l 5.0 
4.7 5.1 

4.7 5.0 

4.7 5.0 
4.7 4.9 
4.8 5.6 
4.6 4.5 
o.o 0.2 

5.0 5.0 
4.7 4.8 
4.8 4.9 
4.7 4.7 

Mode (most 
frequent forecast): 5.25% 5.25% 4.75% 4.50% 

US Fed Funds Rate - October 9,2006 = 5.25% 

% 
Short- and Long-Term Interest Rates 

<Fa-* 
I 

Annual Total 

Current 
Account 
(US$ bn) 

2006 2007 

na na 
na na 

-850 -860 

na na 
-875 -849 
-858 -879 

na na 

-858 -830 
-857 -800 
-800 -820 
-902 -Ioo6 
-848 -816 
-854 -880 

na na 
-885 -915 
-839 -833 

na na 
-84g 

na na 
-775 -690 
-875 -642 
-849 -792 
-845 
-853 -834 

-860 
na na 

-855 -847 

-855 -856 
-884 -887 
-775 -690 
-902 -1006 

61 

-869 -959 

Direction of Trade-2005 
Major Export Markets Major Import Suppliers 

(% of Total) (% of Total) 
Canada 23.4 Canada 16.9 
Mexico 13.3 China 15.0 
Japan 6.1 Mexico 10.0 
Latin America 21.2 Asia (ex. Japan) 28.0 
Asia (ex. Japan) 18.6 Latin America 17.5 
Middie East 3.9 Middle East 4.0 

Real Growth and Inflation 
% cforecasb 

I 

878889909192939495969798990001 OP03040506070809iOi1 

Fiscal Years 
(Oct-Sep) 

Federal 
Budget 
Balance 
(US5 bn) 
FY N 

05.06 06.07 

-300 -275 
na na 

-265 -285 
-245 
-176 -225 
-250 -250 
-296 -335 
-245 -280 

-325 
-280 -306 
-235 -320 
-240 -225 
-260 -280 
-170 -181 
-235 -250 

na na 
-260 -300 
-233 -232 

na na 
.364 -348 
-260 -300 
-234 -249 
-270 -287 
-275 -335 
-173 -175 
-259 -280 
-280 -260 
-190 -241 

-252 -273 

-246 -269 
-308 -320 
-170 -175 
-364 -348 

44 

-337 -270 
-423 -354 

Rates on 
4.8% 

monUl 
Treasury 

Bill Rate (%) 

End End 
Jan,07 Oct'07 
5.5 5.8 
4.9 4.9 
5.0 4.3 
5.5 5.0 
5.0 4.8 
5.1 5.0 
na na 
5.0 4.4 
5.2 5.3 
4.9 4.6 
4.7 4.0 
4.9 4.9 
na na 
5.0 4.7 
5,1 4,g 
4.8 4.8 
4.8 4.0 
5.2 5.2 
4.4 4.3 
5,0 4,7 
5.1 4.6 
5.0 5.0 
4.8 4.4 
4.8 4.0 
4.9 4.9 
5.0 4.3 
5.1 5.2 
5.0 4.4 

5.0 4.7 

5.5 5.8 
4.4 4.0 
0.2 0.4 

- 

Survey Date 
4.7% 

Year 
Treasury 

Bond 

End End 
Jan,07 Oc,,07 
5,4 5,8 
4.9 5.1 
4.9 4.5 
4.5 4.3 
4.5 5.3 
5.1 5.1 
na na 
5.0 4.8 
4'9 
5.0 5.0 
4.5 4.4 
4.7 4.9 

na 
5.0 5.2 
4,9 5,1 
4.8 5.1 
4.6 4.5 
4.9 5.1 
4.5 4.8 
4,7 5,0 
5.0 5.0 
5.1 5.4 
4.7 4.6 
4.7 4.4 
5.0 5.4 
4.9 5.0 
5.0 5.5 
4.7 4.7 

4.8 5.0 

5.4 5.8 
4.5 4.3 
0.2 O.4 



I I Average % Change on Previous Calendar Year I AnnualTotal I 

Economic Forecasters 2006 2007 2006 200; 

Merrill Lynch - Japan 3.2 3.0 2.2 3.2 
Mitsubishi UFJ Research 3.2 2.0 1.8 1.1 
Mitsubishi Research institute 3.0 2.2 1.9 2.0 
Daiwa institute of Research 2.9 2.4 2.0 2.0 
Deutsche Securities 2.9 1.6 1.7 1.7 
ITOCHU Institute 2.9 2.1 2.1 1.9 
Nomura Securities 2.9 2.4 1.7 2.1 
JP Morgan - Japan - 2.8 2 8  1.9 2.3 
HSBC 2.8 1.9 1.9 1.7 
Econ intelligence Unit 2.8 2.1 1.8 1.8 
Global insight 2.7 2.3 2.0 2.7 
Credit Suisse 2.7 2.0 1.8 1.6 
Goidman Sachs 2.7 2.4 1.8 1.6 
Japan Ctrfor Econ Research 2.7 2.0 1.9 1.5 
Mizuho Research institute 2.7 1.8 1.9 1.9 
Nikko Citigmup 2.7 2 3  1.6 2.0 
NLI Research institute 2.7 1.8 1.8 1.8 
Toyota Motor Corporation 2.7 2 2  2.0 1.6 
'ankofTokyo-MitsubishiUFJ 2.6 1.7 1.8 1.7 

JBS 2.6 2 0  1.8 1.9 

Consensus (Mean) 2.8 2.2 1.9 1.9 

Gross 
Domestic 
Product 

mwwa 

Prime Minister - Mr. Shlnzo Abe (LDP). Parliament - The LDP-led 
coalition, with the New Komeito party, hasamajorityin the lower House 
of Representatives, or Shugiln (323 out of 480 seats). Next Elections 
-by 2010 (lower house). Nominal GDP -Y502.6tn (2005). Population 
- 128.lmn (mid-year, 2005). Yen/$ Exchange Rate - 110.2 (average, 
2005). 

New Car 
Registra- 

tions (mn) 

s 

Last Month's Mean 
3 Months Ago 
High 
LOW 
Standard Deviation 

Comparison Forecasts 
IMF (Sep. '06) 
OECD (May '06) 

Quarterly Consensus Forecasts 
Historical Data and Forecasts (bold italics) Fmm Survey of 

September 11,2006 
2006 2007 2008 
01 Q2 Q3 Q4 0 1  0 2  03  (14 Q1 0 2  

Gross Domestic 
Product 3.4 2.5 2.9 2.4 2.4 2.4 2.1 1.9 1.9 1.9 

Private 
Consumption 2.0 1.8 1.9 1.8 2.0 1.9 1.9 1.9 1.9 2.1 

Consumer 
Prices -0.1 0.2 0.7 0.7 0.5 0.6 0.6 0.6 0.6 0.8 

Housing 
Starts 
(mn) 

glwq 

' % change on previous year 2002 2003 2004 

Gross Domestic Product' 0.1 1.8 2.3 
Private Consumption' 1.1 0.6 1.9 
Business Investment* -5.2 6.2 4.7 
Industrial Production* -1.3 3.3 5.2 
Consumer Prices* -0.9 -0.2 0.0 
Domestic Corporate Goods Pricese-2.1 -0.8 1.2 
Total Cash Earnings (nominalr -2.3 -0.4 -2.7 
New Car Registrations, mn 3.2 3.2 3.4 
Housing Starts, mn 1.15 1.16 1.19 
Unemployment Rate, % 5.4 5.3 4.7 
Current Account, Stn 14.1 15.8 18.6 
General Govt Budget Balance, 

SNA basis, fisc. years, Vtn -29.2 -35.3 -32.9 
3 mth CD's, % (end yr) 0.1 0.1 0.1 
10 Yr Govt Bond, % (end yr) 0.8 1.4 1.4 

Private 
Consump- 

tion 

EMWPP 

2.8 2.2 
3.0 2.2 
3 2  3.0 
2.6 1.6 
0.2 0.3 

2.7 2.1 
2.8 2.2 

Consumer 
Prices 

Governmentand Background Data 

Business 
investment 

EMRGS 

1.9 1.9 
2.2 1.9 
2.2 3.2 
1.6 1.1 
0.1 0.5 

1.9 2.0 
1.7 1.6 

Historical Data 

industrial 
Production 

amis 

Domestic 
Corporate 

Goods 
Prices 

BSWW 

Total Cash 
Earnings 
(nominal) 

mtes 

9.1 5.3 
6.9 5.1 

10.4 10.3 
7.9 2 1  
0.7 2.1 

3.9 2.2 
3.9 2.5 
4.8 5.0 
2.9 -0.2 
0.5 1.3 

0.4 0.6 
0.6 0.6 
0.5 1.3 
0.1 0.0 
0.1 0.3 

0.3 0.7 
0.7 0.8 

2.9 1.0 
2.4 0.7 
4.4 2.7 
1.9 -1.6 
0.5 1.0 

0.7 1.3 
0.8 1.3 
1.0 2.1 
0.5 0.5 
0.2 0.6 

3.4 3.3 
3.3 3.3 
3.5 3.4 
3.3 3.2 
0.1 0.1 

1.27 1.25 
1.26 1.26 
1.31 1.33 
1.25 1.20 
0.02 0.04 



. . 
ment Account Government Yen Cert of Govt Bond 1 Rate (X) 1 (#n) I Budget 1 Deposit(%) I Yield (%) 1 

Balance Wtn) 

Year 
Aveage 

anB# 
P1B 

@ZBtlT% 

End End 
Jan'07 Oct'O: 

0.6 0.9 
0.5 0.5 
0.7 1.2 
na na 
0.7 0.5 
0.4 0.8 
0.5 0.9 
na na 
0.3 0.6 
na na 
0.6 1.1 
na na 
0.5 0.8 
na na 
0.5 0.8 
na na 
0.7 0.8 
0.5 0.5 
na na 
0.7 0.8 

lo$% 
BOfilla 1J 

End End 
Jan97 Oct'O 

2.0 1.8 
1.9 1.9 
1.9 2.3 
na na 

2.0 1.9 
2.0 2 5  
1.9 2.3 
2.0 2.5 
1.6 1.4 
na na 
2.1 2.6 
na na 
1.8 2.1 
1.8 1.9 
1.9 2.2 

1.8 n a ~  
1.9 2 2  
1.8 2.0 
1.8 2.1 
2.0 2 3  

Inem~iov- I Currant I General I 3 month 1 10 Year 

Fiscal Years Annual Tota (Apr-Mar) 

Direction of Trade-2005 

Rates on Survey Date 

0.4% 1 1.7% 

I Major Export Markets Major import Suppliers 
(% of Total) (* of Total) 

Uniled States 22.9 China 21 .O 
China 13.4 United Stales 12.7 
South Korea 7.8 South Korea 4.7 
Asia (inc. the above) 48.6 Asia (inc. the above) 44.6 
Latin America 3.6 Middie Easf 16.9 I M;ddle East 2.9 Latin America 2.8 I 

Real Growth and Inflation I % I 

LatestTankan Survey Suggests Firm Fundamentals 
The Bank of Japan's SeptemberTankan survey assuaged 
fears of a protracted slowdown following a rather muted 
secondquarter. Sentiment among largemanufacturingfirms 
over the three months to September climbed to a two-year 
high, while both manufacturing and non-manufacturing re- 
spondents predicted that capital spending would jump by a 
8.3% y-o-y during the current fiscal year (which began in 
April). Sales and profit projections showed a moderation 
compared with the previous year but, overall, the report 
presented a very upbeat picture of business investment 
intentionsfor2007,forecastsforwhich hasseen an upgrade. 
The Tankan report did suggest that non-manufacturing 
activity may have peaked during the three months to June, 
though. Elsewhere, dataconfirms that consumerspending 
underwent a soft patch during the summer months. There 
was a0.6% (m-o-m) contraction in real spending by salaried 
workers in August, its second consecutive fall. This, com- 
bined with still-muteddepartment storesales, was attributed 
to hot weather at the end of the month which enticed 
shoppers away. Retail sales, however, did bounce back 
from July's contraction, by 1.3% (y-o-y) in August. Fuel 
sales were a factor behind the increase although non-fuel 
retailing aisosawajumponthe backof autoand household 
appliance spending. Our panel's outlook for private con- 
sumption remains firm - though unchanged - this month, 
supported by retailerconfidence and signs of tightening job 
market conditions (also indicated in theTankan report). 

According to ihe Tankan, industrial activit'j looks iikeiy to 
pick up in pace going into the third quarter. Indeed, data 
elsewhereshowthat production rebounded by 1.9% (rn-o-m) 
in August following an unexpected decline in July, whiie 
shipments surged by an even stronger 2.5%. in addition, 
September's purchasing managers'survey predicts upbeat 
industrial output over the next two months. Industry has 
been buoyed by strong businessspending, while yen weak- 
ness overthe pastfew months has contributed to a surge in 
exports, as evidenced in sumiher trade data. The 2006 
forecast for production growth stands at 3.8% this month, 
whiie next year's consensus has edged up slightly. 

Japan Uncollateralized Overnight Call rate - 
October 9,2006 = 0.25% 

FORECASTS End Dec. End Mar. End June End Sep. 
2006 2007 2007 2007 

Consensus 
Mean Average: 0.38% 0.52% 0.61% 0.66% 

Mode (most 
frequent forecast):O.50% 0.50% 0.50% 0.50% 

CFOACBS~ 

. -. 



Government and Background Data 

Chancellor - Mrs. Angela Merkal (Christian Democratic Party or CDU). 
Parliament - A coalition of the CDUICSU and SPD has a large majority 
in the 614-seal Bundeslag (lower house); the CDUICSU has a majority 
in the Bundesrat (upper house). Next Elections - 2009 (Bundestag). 
Nominal GDP - Euro2,247bn (2005). Population - 82Jmn mid-year 
(2005). $IEuro Exchange Rate - 1.244 (average, 2005). 

Quarterly Consensus Forecasts 
Historical Data and Forecasts (bold italics) Fmm Suwey of 

September 11,2006 
2006 2007 2008 
Q1 0 2  Q3 Q4 Q1 0 2  0 3  Q4 0 1  Q2 

Gross Domestic 
Product 1.7 2.4 2.4 2.8 1.9 1.3 1.1 0.9 1.3 1.4 

Private 
Consumption 1.0 0.6 0.5 2.2 0.1 0.5 0.3 -0.d 0.7 0.6 

Consumer 
D,IP.~ 9 n 1 Q i 7 i R 2 . ~  2.a 2.2 2.2 1.6 1.5 

I,. 

Economic Forecasters 

JP Morgan 
Landesbank Berlin 
Bankof America 
IW - Cologne institute 
Lehman Brothers 
UBS 
Oresdner Bank 
Goldman Sachs 
HSBC Trlnkaus 
Sel Oppenhelm 
SEE 
WestLB 
WGZ Bank 
0 2  Bank 
BHF-Bank 
DekaBank 
OIW - Berlin 
Helaba Frankfurt 
HypoVereinsbank 
MM Warburg 
RWI Essen 
Econ Intelligence Unit 
Morgan Stanley 
Bank Julius Baer 
BayernLB 
Cltlgroup 
i lobal Insight 
1WWA 

Commerxbank 
Deutsche Bank 

Consensus (Mean) 

Last Month's Mean 
3 Months Ago 
High 
Low 
Standard Oevlatlon 

Comparison Forecasts 
Government (Apr. '06) 
Eur Cornmidon (May '08) 
IMF (Sep. '06) 
DECD (May '06) 

I Historical Data I 
'%changeonpreviousyear 2002 2003 2004 2005 
Gross Domestic Product* 0.0 -0.2 1.2 0.9 
Private Consumption* -0.8 -0.1 0.1 0.1 
Machinery & Eqpt Investment' -7.5 -0.1 4.2 6.1 
Industrial Production* -1.3 0.1 2.5 2.8 
Consumer Prices* 1.4 1.1 1.7 2.0 
Producer Prices' -0.6 1.7 1.6 4.6 
Negotiated Wages &Salaries* 3.2 2.5 1.9 1.5 
Unemployment Rate, % 9.8 10.5 10.5 11.7 
Current Account, Eu ro  bn 43.4 40.3 81 .g 92.6 
Public Sector Budget 

Balance, Euro  bn -64.5 -73.9 -64.0 -56.1 
3 mth Euro, %(end yr) 2.9 2.1 2.2 2.5 
10 Yr  German Govt  Bond, 

% (end yr) 4.2 4.3 3.7 3.3 

Gross 
Domestic 
Product 

Bruttoinlands- 
prod& 

2006 2007 

2.5 2.0 
2.5 1.1 
2.4 1.5 
2.4 1.5 
2.4 1.3 
2.4 1.5 
2.3 1.2 
2.3 1.7 
2.3 1.1 
2.3 1.4 
2.3 1.0 
2.3 1.3 
2.3 1.5 
2.2 1.0 
2.2 1.7 
2.2 0.6 
2.2 1.3 
2.2 1.5 
2.2 0.7 
2.2 1.3 
2.2 1.7 
2.2 1.4 
2.1, 0.7 
2.1 1.3 
2.1 1.0 
2.1 1.1 
2.1 1.1 
2.1 1.1 
2.0 1.0 
2.0 0.5 

2.2 1.2 

2.2 1.2 
1.6 1.1 
2.5 2.0 
2.0 0.6 
0.1 0.3 

1.6 1.0 
1.7 1.0 
2.0 1.3 
1.6 1.5 

Average % Change 

Machinery & 
Equipment 
Investment 

Ausrijstungs- 
investifionen 

2006 2007 

6.6 5.0 
6.7 2.4 
na ne 
6.6 6.0 
na na 
7.3 4.2 
7.0 6.0 
6.9 3.9 
6.6 3.5 
5.1 4.7 
6.6 4.2 
7.0 5.5 
7.1 5.0 
7.1 5.9 
6.0 3.6 
6.3 3.5 
5.2 4.4 
7.0 5.0 
4.6 2.9 
6.1 3.5 
7.2 7.1 
ns na 
7.1 4.1 
5.2 1.6 
6.2 5.1 
7.3 5.5 
6.6 4.0 
7.2 6.1 
7.0 6.0 
5.9 1.4 

6.5 4.5 

6.4 4.5 
5.6 4.2 
7.3 7.1 
4.6 1.4 
0.8 1.4 

5.0 5.5 
6.7 4.7 

4.7 5.4 

Private 
Consumption 

Privafer 
Verbrauch 

2006 2007 

1.3 1.3 
0.9 0.6 
1.0 0.3 
0.9 0.3 
0.9 0.6 
0.9 0.6 
0.9 0.0 
1.0 0.5 
0.8 -0.4 
1.0 -0.3 
1.0 -0.1 
1.0 -0.3 
1.4 0.5 
0.6 0.1 
1 .O 0.6 
1.3 -0.6 
0.7 0.0 
1.0 0.0 
1.2 0.6 
0.6 0.2 
0.8 0.2 
1.0 -0.2 
1.2 -0.3 
0.7 0.1 
1.0 0.1 
0.6 -0.4 
0.6 0.3 
0.6 -0.3 
0.6 0.3 
1.1 -0.6 

1.0 0.1 

1.0 0.1 
0.9 0.1 
1.4 1.3 
0.7 -0.6 
0.2 0.5 

0.3 -0.2 
1.2 -0.3 
0.7 0.3 
0.6 0.6 

on Previous 

Industrial 
Production 

Produktion i m  
Pmduzierenden 

Gewerbe 

2006 2007 

4.4 2.8 
4.5 2.0 
4.6 4.6 
4.5 2.5 
5.0 1.5 
4.8 2.7 
4.7 2.5 
4.3 2.0 
4.6 2.4 
na na 
4.7 2.6 
3.5 2.6 
5.5 3.0 
4.8 3.6 
5.5 3.0 
4.3 0.3 
ns na 
4.7 2.5 
na na 
4.7 2.0 
4.7 3.5 
4.4 2.5 
na na 
4.6 3.2 
5.5 3.5 
6.0 3.0 
5.6 3.0 
4.2 2.0 
4.0 1.8 
4.2 2.0 

4.7 2.6 

4.4 2.4 
4.0 2.4 
5.6 4.6 
3.5 0.3 
0.5 0.6 

Calendar Year 

Consumer 
Prices 

Preisindex 
ff i rdie 

Lebenshaltung 

2006 2007 

2.0 2.5 
1.7 1.9 
1.7 2.2 
1.8 2.2 
1.7 2.1 
1.6 2.5 
1.7 2.3 
1.6 2.2 
1.6 2.0 
1.8 2.4 
1.7 2.3 
1.7 2.5 
2.0 2.4 
1.9 2.1 
1.7 1.9 
1.7 2.6 
1.6 2.4 
1.6 2.5 
1;8 2.5 
1.7 2.4 
1.7 2.1 
1.9 2.4 
1.7 1.6 
1.6 2.4 
1.7 2.5 
1.7 2.5 
1.7 2.3 
1.7 2.4 
1.6 2.0 
1.9 2.3 

1.6 2.3 

1.6 2.4 
1.8 2.4 
2.0 2.6 
1.7 1.6 
0.1 0.2 

Producer 
Prices 

Index fiir 
Erzeugerpreise 

2006 2007 

na na 
5.7 2.5 
na ne 
5.0 2.0 
5.8 3.4 
5.7 2.6 
5.6 1.6 
5.7 2.7 
5.5 2.4 
na na 
5.2 2.5 
5.3 3.0 
5.5 1.4 
5.5 1.9 
5.5 3.0 
5.5 1.6 
na na 
5.0 2.0 
na na 
5.7 2.7 
5.5 3.5 
5.9 2.6 
na na 
5.9 3.9 
6.0 6.0 
5.2 3.0 
5.4 2.1 
5.5 2.0 
5.3 2.5 
5.5 2.0 

5.5 2.6 

5.5 2.6 
5.1 2.4 
6.0 6.0 
5.0 1.4 
0.3 1.0 

Negotiated 
Wages and 

Salaries 
Tariflohn- und 
-gehaltsniveau 

2006 2007 

na na 
1.9 2.4 
na na 
1.5 1.5 
na na 
na na 
1.5 1.6 
na na 
1.6 1.6 
na na 
2.2 2.4 
2.0 2.0 
2.0 2.3 
na na 
2.0 2.4 
2.0 2.0 
1.6 1.5 
1.9 2.2 
2.0 2.0 
2.2 2.0 
1.7 1.9 
na na 
na na 
2.0 1.8 
1.6 2.0 
1.7 1.9 
2.2 2.6 
1.5 1.6 
2.0 2.2 
1.6 1.5 

1.9 2.0 

1.8 1.9 
1.6 1.6 
2.2 2.6 
1.5 1.5 
0.2 0.3 



Direction of Trade- 2005 
Malor Export Markets Major import Suppliers 

(% of Total) (% of Total) 
France 10.1 France 8.8 
United Slates E.8 Netherlands 8.5 
United Kingdom 7.9 Unlted States 6.5 
Eastern Europe 14.8 Eastem Europe 16.2 
Asia (hc. Japan) 7.1 Asia (inc. Japan) 12.4 
Middle East 2.9 Latin America 2.1 

Real Growth and Inflation 
(data for 1986-1991 are for former West Germany) 

-1 -- 
.2 - 

8788 899091 92939495969798990001 02030405 080700091011 

Inflation Eases Ahead of 2007 Tax Hike 
Data releases overthe past month have been largely upbeat, 
indicating that this year's upturn in activity wiil probably 
continue until year-end. After posting GDPgrowth of 0.9% q- 
o-qduringthesecond quarter, the economy appears to have 
remained relatively buoyantinthethird. Industry has benefited 
from strong global demand and, more recently, improving 
domestic conditions, with production soaring by 1.9% m-o- 
m in August, its greatest rate of increase in nearly three 
years. The data underline our panel's upgraded forecast of 
4.7%growth in productionforthis year. Manufacturing orders 
also surprised on the upside aftersurging by 3.7% m-o-m in 
August, with both domestic andforeignorderssharpiy up. in 
addition, business confidence indicators show that current 
conditions continue to improve. And, with consumers likely 
to bring forward purchases in order to avoid the 3%-point 
increase in value-added tax (VAT) scheduledforJanuary 1, 
this trend will likely continue. Indeed, the current conditions 
component of the IF0 business survey reached a 15-year 
high inSeptember. However, theeffectsofthepiannedVAT 
rise on business and the economy as awhole have added a 
note of caution to the outlook. The future expectations 
component of the IF0 survey is gathering downward 
momentum, while the Z E W S U N ~ ~  sawan even more acute 
decline in expectations over the summer months. GDP 
forecasts for2007 do reflect the expectation that activity wiil 
slow, with growth of 2.2% predicted for this year before 
moderating to only 1.2% in 2007, as theVAT hike, possible 
slowing global demand and higher interest rates curtail the 
recovery. 

Consumer price inflation in Septemberfeii sharply, to 1 .O% 
(y-o-y) from 1.7% in August, the lowest rate for two-and-a- 
halfyears, asthe priceofoiideciined sharply (see page27). 
Also playing an important part was the September 2005 
tobaccotax hikedropping outofthecalcuiation. Next year's 
VAT increase, however, will see inflation riseabove 2%, our 
panel believes, although there is a degree of uncertainty as 
to how much of the increase wiil be passed on to consumers 
through higherpricesand howmuch businesses wiil shoulder, 
to the detriment of their profit margins. 

Short- and Long-Term Interest Rates 
(short rate = 3 mlh Eum-Dm for 0187 to (3498) 

% <Foremsb 



Gross 
Domestic 
Product 

Produit 
Intgrieur Brut 

Coxensus (Mean: 

Last Month's Mean 
3 Months Ago 
High 
Low 2.2 1.6 
Standard Deviation 0.1 0.3 

Economic Forecasters 

BlPE 
JP Morgan 
Bank of America 
Morgan Stanley 
Econ intelligence Unit 
BNP-Paribas 
Credit Agricole 
Exane 
GAMA 
Goldman Sachs 
INS CiB 
Natexls Banque Populalre 
OFCE 
Societe Generale 
Total 
UBS 
Centre Prev I'Expansion 
COE- CCiP 
HSBC France 
4execode 

Average % Change on Previous Calendar Year 

2006 2007 

2.4 1.8 
2.4 2.6 
2.4 2.3 
2.3 1.9 
2.3 1.8 
2.3 2.0 
2.3 2.2 
2.3 1.8 
2.3 2.3 
2.3 2.3 
2.3 1.9 
2.3 1.8 
2.3 2.2 
2.3 1.9 
2.3 2.3 
2.3 1.9 
2.2 1.8 
2.2 1.9 
2.2 1.6 
2.2 1.8 

Comparison Forecasts 
Government (Sep. '05) 2.3 
Eur Commission (May '06) 1.9 2.0 
IMF (Sep. '06) 2.4 2.3 
OECO (Mav '06) 2.1 2.2 

Household 
Consumption 

Consommation 
des Minages 

2006 2007 

2.8 2.2 
2.9 2.6 
2.7 2.1 
2.9 2.3 
2.4 2.0 
2.6 2.4 
2.8 2.6 
2.6 1.7 
2.7 2 1  
2.6 2.4 
2.7 2.0 
2.7 2.2 
2.8 2.5 
2.8 2.3 
2 4  2.3 
2.7 2.0 
2.6 2.3 
2.7 2.5 
2.6 2.3 
2.6 2 2  

Government  and Background Data 

President-Mr.JacquesChirac(UMP). PrimeMinlster-Mr.Dominique 
de Villepin (UMP). Parliament - The centre-right Union for a Popular 
Movement (UMP) has 353 out of the 577 seats In the National 
Assembly. Next Elections - AprilIMay 2007 (presidential). Nominal 
GDP - Eurol J07bn (2005). Population - 60.5mn (mid-year, 2005). 
$/Euro Exchange Rate - 1.244 (average, 2005). 

I Historical Data 

Business 
Investment 

lnvestissernents 
des Entreprises 

2006 2007 

4.0 3.9 
4.3 4.7 
3.6 3.0 
4.0 2.9 
na na 
4.0 3.8 
4.0 4.1 
3.9 2.8 
4.0 3.6 
4.3 4.9 
3.6 2.9 
4.0 2.7 
4.0 3.5 
4.1 3.6 
4.1 4.0 
3.9 3.4 
5.5 5.5 
3.7 3.6 
3.9 3.2 
3.7 3.5 

'%change on previous year 2002 2003 2004 2005 

Gross Domestic Product' 1 .I 1 .I 2.0 1.2 

Household Consumption* 2.3 2.3 2.5 2.2 

Business Investment* -2.9 0.3 4.2 3.7 

Industrial Production* -1.7 -1 .O 2.4 0.0 

industrial 
Production 

(excl. construction, 
energy and food) 

production 
Indusfrielle 

(hors energie et IM) 

2006 2007 

2 3  2.0 
na na 

2.1 3.0 
2.0 1.6 
na na 
1.3 1 .O 
1.5 1.4 
1.5 1.7 
I .8 0.8 
2.1 2.5 
na na 
2.3 1.6 
na na 
na na 
1 .8 2.0 
1.9 1.4 
I .8 1.2 
na na 
1.6 0.8 
na na 

I ~ e ~ t e m b e r ' l l ,  2006 I I Unemployment Rate, % 9.1 9.9 10.0 10.0 

Quarterly Consensus Forecasts 
Historical Data and Forecasts (bold italics) Fmrn Survey of 

Consumer 
Prices 

Prix a la 
Consmmation 

2006 2007 

1.9 1.6 
1.8 1.8 
1.8 1.7 
1.9 1.3 
2.0 1.7 
1.8 1.3 
1.8 1.8 
1.9 1.8 
1.8 1.7 
1.9 1.5 
1.9 1.9 
1.8 1.6 
1.9 1.8 
1.8 1.5 
1.7 1.7 
1.8 1.8 
2.0 1.5 
1.8 1.4 
1.9 1.7 
20 1.7 

Consumer Prices' 1.9 2.1 2.2 1.7 

Hourly Wage Rates* 3.6 2.8 2.9 3.0 

Hourly 
Wage Rates 

Taux de Salaire 
Horaire 

2006 2007 

2.9 2.6 
na na 

2.8 2.9 
2.9 na 
na na 

2.8 2.7 
na na 

2.5 2.5 
3.1 3.2 
na na 
na na 

2.8 2.7 
3.4 3.3 
3.1 3.1 
na na 
na na 
na na 

3.0 2.7 
2.9 2.7 
2.9 2.6 

2006 2007 2008 
I Q2 Q3 (14 Q1 Q2 Q3 (14 Q1 0 2  

Gross Domestic 
Product 1.4 2.6 2.5 2.7 2.6 1.9 1.8 1.8 1.8 1.9 

Current Account, Euro bn 15.4 7.0 -5.6 -27.0 

Public Sector Budget 

Balance, Euro bn  -49.1 -66.8 -61.0 -50.0 
Household 
Consumption 2.3 3.1 2.6 2.6 2.4 2.2 2.2 2.1 2.1 2.2 

Consumer 
Prices 1.8 2.0 1.8 1.9 1.9 7.6 1.7 1.7 1.7 1.7 

3 mth Euro, %(end yr) 2.9 2.1 2.2 2.5 

10 Yr French Govt Bond, 

%(endyr) 4.2 4.4 3.7 3.3 



. . 
men1 

Rate (%) 

Taux de 
Chdmage 
(W 

2006 2007 

9.1 8.4 
9.0 8.0 
9.1 8.4 
9.1 8.5 
9.3 9.1 
9.0 8.2 
9.1 8.8 
9.1 8.8 
9.0 8.6 
9.2 8.7 
9.1 8.6 
9.1 8.5 
9.1 8.4 
9.1 8.4 
9.1 8.8 
9.1 8.6 
9.9 9.5 
9.1 8.6 
9.1 8.8 
9.0 8.5 

Year 
Average 

lndustryand Consumption Providecontrasting Outlooks 
The final release of the second quarter national accounts 
confirmedthatthe expansion soared during the threemonths 
to June by 1.2% q-o-q, the fastest pace of growth since the 
end of2000. Growth was lifted by business investment (onthe 
back of companies' increased profit margins) which grew by 
2.3% q-o-q compared with the 1.8Xfigure initially released. 
As a result, our panel's forecast for 2006 business spending 
has jumped this month from 3.7% to 4.0%. However, going 
into the third quarter, business sentiment appeared to falter 
slightly. INSEE's survey of manufacturer sentiment edged 
down in Septemberon the backof a more muted perception 
of currentcondltions, whilethe purchasing managers'indica- 
tor for manufacturing also cooled. The moderation in senti- 
ment may have been due in partto the sharp deciine in July 
production, by 1.5% in m-o-m terms. Indeed, despite produc- 
tion recovering in August by 0.9%, our panel's Industrial 
output forecasts for2007 have slipped this month following 
evidence of declining export competitiveness. July saw a 
sharp 3.0% (m-o-m) drop in exports, the second contraction 
in a row, as a result of the strong euro. Indeed, exports to 
outsidethe Eurozonefeii by 5.3%m-o-m, although goodsand 
services sold to Germany actually rose. Industry has not 
been helped by marked weakness in the automobile sector. 
Peugeot Citroen and Renauit (France's largest carmakers) 
depletedtheirstocks ofoidermodels in an effortto boostauto 
trade this summer but, unfortunately, a 0.7% m-o-m fail in 
sales in July, coupled with a 13.% contraction (y-o-y) in new 
car registrations, suggests some measure of caution on the 
part of the FrencR consumer. 

'Jnemplov- I Current 1 Puhllc Sector1 3 month I 10 Year 

Annual Total 

Account 
(Euro bn) 

Solde 
Courant 

(Euro rnd) 

2006 2007 

-27.0 -28.0 
-21.0 -18.0 
-27.3 -20.1 

na na 
na na 

-29.0 -25.0 
-30.0 -18.5 
-32.0 -29.0 
-27.0 -18.0 
-9.1 -12.7 

na na 
-28.0 -25.0 
-33.8 -44.2 
-30.0 -28.0 
-25.0 -20.0 
-26.0 -29.6 
-30.0 -30.0 
-27.4 -40.5 
-23.0 -19.0 
-30.0 -30.2 

-26.8 -25.6 

On thewhole, though, consumerspending, remains upbeat. 
After contracting by 0.9% m-o-m in July, manufactured 
goods' consumption soared by 3.3% in August, providing 
strong support to the expansion in the third quarter. Else- 
where, despite a decline in car sales in July, overall retail 
activity surged from a 0.1 % gain (m-o-m) in June to a 0.8% 
increase on the back of homewares and equipment pur- 
chases. Looking ahead, another Improvement in consumer 
confidence last month, coupled with robustjob creation, has 
helpedtoliiourpanel's householdconsumptionexpectations. 

Rates on Survey Date 
3.5% 1 3.8% 

Budget 
Balance 

(Euro hn) 

Balance 
Budgetatre 
(Euro rnd) 

2005 2007 

-51.2 -51.4 
-50.0 -52.0 
-49.8 -48.1 
-45.5 -43.9 

na na 
-48.0 -48.0 
-48.0 -46.2 
-48.0 -50.0 
-47.0 -43.0 
-50.1 -55.9 
-46.1 -47.0 
-56.0 -58.0 
-48.1 -53.4 
-51.0 -53.0 
-520 -48.0 
-46.3 -42.6 
-50.7 -48.0 
-52.1 -54.3 
-50.7 -54.3 
-51.9 -48.3 

-49.6 -49.8 

8.7 ltal; 
Asia (he. Jauan) 7.3 1 

Direction of Trade-2005 
Major Export Markets Major Import Suppliers 

. , 
Asia (inc. ~aian) 6.7 Eastern Europe 7.0 
Africa 5.9 Africa 4.5 

Euro 
Rate (%) 

Tauxd'int6ret 
3 mois 

Euro (56) 
End End 
Jan,07 Oc1'07 

3.6 3.3 
3.8 4.1 
3.5 3.7 
3.7 3.2 
na na 

3.7 3.2 
3.9 3.9 
3.8 3.8 
3.6 3.8 
3.8 3.8 
3.6 3.6 
3.8 3.6 
3.6 3.8 
3.7 3.9 
3.6 3.6 
3.7 4.0 
3.5 3.5 
3.6 3.5 
3.6 3.4 
3.5 3.5 

3.7 3.6 

Short- and Long-Term Interest Rates 
(short rate = 3 rnlh Eum-Fir for 0187 to 0498) 

1 % Real Growth and Inflation I 

French 
Govt Bond 
Yleld (%) 

Rendemen 
des Obli 
ions dtE?at, 
10 ans (%) 

End End 
Jan.07 Oct,O. 

4.3 3.9 
3.7 3.7 
3.8 4.6 
4.1 4.8 
na na 

3.7 3.3 
4.1 4.0 
3.6 3.9 
4.1 4.3 
4.2 4.1 
3.9 3.8 
3.8 3.8 
4.0 4.2 
3.7 4.0 
4.1 4.2 
3.7 4.0 
4.0 3.8 
4.0 4.0 
3.7 3.6 
3.9 4.0 

3.9 4.0 

(X of Total) (% of Total) 



Average % Change on Previous Calendar Year 

I Economic Forecasters 12006 2007 

Gross 
Domestic 
Product 

Credit Suisse 2.8 2.8 
Lloyds TSB Financial Markets 2.8 2.8 
Barciays Capital 2.7 2.8 
ABN Amm 2.7 2.9 
Confed of British lndustrv 2.7 2.5 
DTZ Research 
ING Financial Markets 
Beacon Econ Forecasting 
Global Insight 
Goidman Sachs 
JP Morgan 
Liverpool Macro Research 
Lombard Street Research 
Merrill Lynch 
Oxford - LBS 

Household 
Consump 

tion 

UBS 
HSBC 
Capital Economics 
HBOS 
ITEM Club 
Lehman Bmthers 
RBS Financial Markets 
Moman Stanlev 

Gross 
Fixed 

Investment 

~ x ~ e r i a n   in^^^ Strategies 2.5 2.3 
Citigmup 2.4 1.7 
Schmders 2.4 2.5 
'ambridge Econometrics 2.2 2.7 

,:conomic Perspectives 2.2 -0.1 

Company 
Trading 
Profits 

Last Month's Mean 
3 Months Ago 

Standard Deviation 

Treasury (Mar. '06) 

IMF (Sep. '06) 
OECD (May '06) 

Government  and Background Data 

Prime Minister - Mr.Tony Blair (Labour). Parliament-The Labour party 
has a majority of 64 in the 646-seal House of Commons (lower house). 
Next Election - By June 2010 (general election). Nominal GDP - 
f1,225bn (2005). Population - 59.7mn (mid-year, 2005). 
$I£ Exchange Rate - 1.820 (average, 2005). 

Manufactur- 
ing 

Produc- 
tion 

Historical Data 

% change on previous year 2002 
Gross Domestic Product* 2.1 

Household Consumption* 3.6 

Gross Fixed Investment' 3.7 

Company Trading Profits' 4.8 

Manufacturing Production* -2.6 

Retail Prices (underlying rate)' 2.2 

Consumer Prices lndex (HICP)'l .3 

Output Prices* 0.0 

Average Earnings* 3.6 

Unemployment Rate, % 3.1 

Current Account, f b n  -16.5 

Public Sector Net Cash 

Requirement, fiscal yrs, f bn  25.2 

3 mth Interbank, % (end yr) 3.9 

10Yr Gilt Yields, %(end vr) 4.4 

Retail 
Prices 

(underlying 
rate) 

Quarter ly Consensus Forecasts 
Historical Data and Forecasts (bold italics) Fmrn Survey of 

September 11, 2006 
2006 2007 2008 
Q1 Q2 0 3  (14 Q1 Q2 0 3  0 4  01 Q2 

Gross Domestic 
Product 2.3 2.6 2.7 2.7 2.6 2.5 2.4 2.4 2.5 2.5 

Consumer 
Prices 
lndex 
(HICP) 

Household 
Consumption 1.5 2.4 2.3 2.0 2.2 2.1 2.1 2.2 2.3 2.4 

Consumer 
Prices lndex 1.9 2.2 2.4 2.5 2.5 2.2 2.1 2.1 2.2 2.1 

Output 
Prices 

Average 
Earnings 



Account 

Fiscal Years Rates on Survey Date 
(Apr-Mar) 5.0% 4.6% 

Public Sec- 3 month 10 Year 
tor Net Cash Interbank Gilt Yield 
Requirement Rate (%) ("/.I 

(E bn) 

Direction of Trade-2005 

Major Export Markets Major import Suppliers 
(96 of Total) (% of Total) 

United States 14.9 Germany 12.9 
Germany 10.7 United States 8.7 
France 8.7 France 7.2 
Asia (inc. JapanJ 8.2 Asia (inc. Japan) 14.9 
Middle East 5.3 Easfam Europe 6.7 
Easlam Europa 5.3 Africa 3.0 

Real Growth and Inflation 

cforecasb 

3 
2 

-1 
-2 

87 88 89 90 91 92 93 94 95 98 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 

Bank of England Holds Fire on Rate Hike 
Theoutlookfortheeconomy remains bright, with the period 
of healthy GDP growth experienced over the past year 
expected to extend into 2007. ConsensusforecastsforGDP 
growth in2006and 2007 remain unchanged this month, with 
the economy projected to expand by 2.6% and 2.4%, 
respectively. Revised national accounts data did reveal, 
however, that activity grew at a slower pace in the second 
quarter than previously thought, by 0.7% q-o-q compared 
with 0.8%. Domestic demand was also slightly less robust. 
Despite this, gains in employment and a strengthening 
housing market have helped to calm fears that consumer 
spendingmightslump iniightof elevatedenergy prices, high 
debt levels and concerns over pensions. To be sure, 
consumption is not expected to represent as important a 
factor in driving economic activity as in past years, but 
steady spending growth isstiii forecast (consensus forecasts 
anticipate increases of over2% this yearand in 2007). Retail 
sales in the third quartertoAugust remained resilient, with y- 
o-y increases of over 4%, even as momentum generated 
during a buoyant second quarter eased somewhat. 

Consumer price inflation in August moved up to 2.5% y-o-y 
from 2.4% in July, due in partto ajump in toy and computer 
games' prices. Further increases are expected by many 
analysts who point to the inclusion of the rapid rise in 
university tuition fees in the index from October onwards. 
Downward pressure from September's sharp decline in oil 
prices, though, could well mitigate the full impact of any 
upward move. Cansensus forecasts for iniiaiion iha\ve 
remained unchangedthis month, following a gradual rise in 
expectations over the summer. Meanwhile, inflationary 
pressure fromwage growth abated in July, particularly in the 
private sector. The Bankof England is concerned that rising 
costsforhousehoids may lead to higherwagedemands, but, 
so far, there is little evidence of this. Nonetheless, inflation 
remains above the bank's 2% target, with the majority of 
economists expecting a 25 basis-point rate increase in 
November. Sincethe previous rate rise in August (which took 
interest rates to 4.75%), members of the Monetary Policy 
Committeehaveindicatedthatfurthertighteningisonthecards. 

- 

Likelihood of a Bank of England Interest Rate Change 
Our panel's estimated average probability of a change in 
the repo rate (4.75% on suwey date) at or before the 

next Monetary Policy Committee Meeting is: 
IKJEASE NOCHANGE E-E 

64.7 + 31.9 + 33  = 100% 

Mwt likely rate change mentioned: d.2556 

% Short- and Long-Term Interest Rates 
<Forecast> 

::- . . ...... ... .. ...._ .._ .__.... .. 
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Economic Forecasters 

Banca lMl 
JP Morgan 
EN1 
Banca Nzle dei Lavom 
HSBC 
Prometeia 
Ref. 
Bank of America 
Banca lntesa 
Capitalia 
Centro Europa Ricerche 
Goldman Sachs 
ING Financial Markets 
UniCredit Banca Mobiliare 
1x1s CIB 
Confindustria 
lSAE 
Econ Intelligence Unit 

onsensus (Mean) 

I Average % Change on Previous Calendar Year 

Gross Household Gross 
Fixed 

Product 

PrndOtrO 

Production prices Prices Hourly 
Earnings 

Produrione 
Orarie 

Cantraffuali 

Last Month's Mean 
3 Months Ago 
High 
Low 
Standard Deviation 

Comparison Forecasts 
Government (Jul. '06) 
Eur Commission (May '06) 
IMF (Sep. '06) 
OECD (May '06) 

Governmentand Background Data 

Prime Minister - Mr. Romano Prodi (L'Uiivo). 
Parliament - A centre-left coalition, known as the Unione, has majorities 
in both Ule Chamber of Deputies (lower house) and the Senate (upper 
house). Next Elections - By 2011 (parliamentary). Nominal GDP - 
Eurol A18bn (2005). Population - 58.lmn (mid-year, 2005). S/Euro 
Exchange Rate - 1.244 (average. 2005). 

Quarterly Consensus Forecasts 
Historical Data and Forecasts (bold italics) From Survey of 

September 11,2006 
2006 2007 2008 
0 1  0 2  03  04  0 1  0 2  (13 04  Q1 0 2  

Gross Domestic 
Product 1.6 1.5 1.5 1.7 1.3 1.2 1.3 1.4 1.6 1.6 

Household 
Consumption 2.0 1.5 1.4 1.8 1.2 1.3 1.3 1.4 1.5 1.5 

Consumer 
Prices 2.1 2.2 2.2 2.2 2.2 1.9 1.8 1.8 2.0 1.9 

Historical Data 
'%change on previous year 2002 2003 2004 

Gross Domestic Product' 0.3 0.1 0.9 

Household Consumption' 0.2 1.0 0.5 

Gross Fixed Investment* 4.0 -1.5 1.9 

Industrial Production* -1.6 -0.5 -0.6 

Consumer Prices* 2.5 2.7 2.2 

Producer Prices* 0.2 1.8 2.7 

Contractual Hourly Earnings'2.1 2.2 2.8 

Unemployment Rate,% 8.6 8.4 8.0 

Current Account, Euro bn -1 0.0 -1 7.4 -1 2.5 

State Sector Cash Balance, 

Euro bn -30.8 -46.4 -50.1 

3 mth Euro, % (end yr) 2.9 2.1 2.2 

10 yr Italian Govt Bond, 

% (end yr) 4.3 4.5 3.8 



Average I year 
Ynemploy- 

ment 
Rate (%) 

Tasso di 
Disoccupaz 

ione (%j 

2006 200i 

7.1 7.0 
7.2 6.5 
7.6 7.7 
7.3 7.3 
7.2 7.4 
7.4 7.2 
7.2 7.0 
7.3 7.3 
7.1 7.1 
7.4 7.3 
7.2 7.0 
7.4 7.7 
7.4 7.3 
7.0 6.8 
7.2 7.5 
7.5 7.3 
7.4 7.1 
7.6 7.5 

7.3 7.2 

7.4 7.3 
7.5 7.4 
7.6 7.7 
7.0 6.5 
0.2 0.3 

Annual Total 
Rates on Survey Date 

3.5% 1 4.0% 

lnteressi Buoni 
Eum TrC del Teson 

mestrali(%) Decennali 
(%) 

End End End End 
Jan'07 OcP07 Jan'07 Oct'C 

3.5 3.5 4.3 4.0 
na na na na 
3.6 3.7 4.2 4.5 
3.8 3.4 4.0 3.7 
3.6 3.4 3.9 3.8 
na na na na 
3.5 4.0 4.1 4.3 
3.5 3.7 3.8 4.6 
3.5 3.8 4.1 3.9 
3.7 3.6 4.1 4.0 
3.7 3.6 4.2 4.4 
3.6 3.8 4.2 4.1 
na na na na 
na na na na 
3.7 3.6 3.9 3.6 
na na na na 
na na na na 
na na na na 

3.6 3.7 4.1 4.1 

Direction of Trade-2005 
Major Export Markets Major lmpolt Suppliers 

(% of Total) (% of Total) 
Germany 13.2 Germany 17.1 
France 12.1 France 9.9 
United States 8.0 Netherlands 5.7 
Easiem Europe 14.3 Eastern Europe 13.9 
Asia (inc. Japan) 5.8 Asia (inc. Japan) 9.0 
Middle East 4.9 Middle East 7.1 

Real Growth and Inflation 
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Tax Increases Loom Over Outlook 
Strengthening businessandconsumersentiment hasgiven 
aboosttotheshort-term outlookthis month, aithough higher 
taxes in2007are expected to rein in householdconsumption 
and GDP growth going forward. Having fallen in August, 
consumer confidence (as measured by ISAE) rose 
unexpectedly strongly in September. Many analysts putthe 
rise in optimismdown to the recentsteepdeciine inoil prices 
(see page 27 for more details). In addition, ISAE's index of 
businesssentiment rebounded in Septemberafterdeclining 
in the previous two months. An improved view of expected 
future output was the main driver behind the increase in 
confidence. The survey also suggested that firms were 
finding it easierto pass on higher input costs to consumers 
by raising the prices of their goods. Despitethis, consumer 
price inflation remains remarkably stable, with the latest 
reading of2.2% in Septemberin iinewith outtums overmuch 
of the year to date. Consensus forecasts anticipate that a 
period of disinflation will leave prices up by 1.9% in 2007, 
from 2.2% this year. 

The government in late September announced that it had 
agreed upon a proposed 2007 budget. Plans to increase 
taxes - by raising the top rate of income tax from 41% to 
43%, while simultaneously lowering the threshold from 
Cl00,OOO to E75,000- are expected to boosttax revenues. 
Making government more efficientandclamping downontax 
evasion also form part of the proposals, which are forecast 
to lowerthe budgetdeficitfrom an expected4.8% of GDP in 
2006 io 2.8% in 2007. The measures, though, are not all 
aimed at narrowing the fiscal gap. There will be increased 
spending on infrastructure in poorer southem regions of the 
country, while labour taxes will be reduced in an effort to 
boost businesscompetitiveness.Someeconomists, however, 
are disappointed by the budget's reliance on higher tax 
revenues instead of lower public spending, and have also 
argued that it does not go far enough in tackling structural 
rigidities. But, with a government majority of just one in the 
Senate, the budget in its current form could well be subject 
to furtherpolitical compromise. The centre-right opposition 
has promised toorganisestreet protests againstthe budget, 
citing the tax increases as unfair to the middle classes. 

Short- and Long-Term Interest Rates 
(short rate = 3 mfh Treasury Bill for 0187 to 0498) 





~~~~~l Total 

Direction of Trade-2005 
Major Export Markets MaJor Import Suppliers 

(% of Total) (.A of Total) 
United States 84.1 United States 57.5 
Japan 2.1 China 7.4 
United Kingdom 1.8 Mexico 3.8 
Asia (ex. Japan) 4.0 Asia (ex. Japan) 12.9 
Latin America 1.8 Latin America 6.7 
Middle East 0.6 Africa 1.7 

9b Real Growth and Inflation 

'Jnemploy - 
ment 

Rate (%) 

Taux de 
Chamage 

(%I 

2006 "07 

Mining and Oil Extraction Lift Industrial Output in July 
Following a slowdown in activityduring the second quarter, 
output-basedGDP growth progressed into July onarelatively 
positive note. The economy expanded by 0.2% m-o-m 
followingfiatgrowthin June, boosted bytheenergy, retailand 
financial sectors. Energy output, in particular, surprised on 
the upside, accelerating by 1.3% m-o-m in July, its first 
monthly gain since March. Despite the closure of some oil 
sites, extraction among those already in operation soared 
significantly. This, coupled with a 2.4% surge in mining 
output, helped to lift industrial production by 0.5% m-o-m, 
compared with a0.1% gain in the previous month. However, 
manufacturing (whichexciudesmining,oiiandgasextraction) 
showed nogainsm-o-m,anditisstilitoo earlytotell whether 
the rise in industrial production suggestsaveritabietumaround 
in the sector after months of lacklustre activity. Indeed, 
following June's 1.9% resurgence (m-o-m) in manufacturing 
shiprt:ents, July saw oniy a0.8% rise. Elsewhere, weakness 
in net trade, along with a deceleration in labour productivity 
during the second quarter, has addedfurther uncertaintyto 
the outlook. 2006 production forecasts have recovered this 
monthaflerSeptember'sdowngrade, but2007expectations 
have slipped slightly. Consumer spending, in contrast, 
remainsfirm.The July GDP reportshowed retail tradelifted 
by incentives to promote new vehicle purchases as well as 
an increase in used carsales. Moreover, personal expenditure 
has beensupported by solidemploymentgrowth, asevidenced 
in the September laboursurveywhich showed payrolls rising 
by 210,000 since the beginning of the year and the jobless 
rate slipping from 6.5% to 6.4'. There are suggestions, 
though, thatthe housing sector is moderating, with housing 
starts reaching oniy 213,700 units in August, compared with 
236,500 in July. This year's housing forecasts have slipped 
thismonth, but personalexpenditure prospectsforboth2006 
and2007 remain upbeat. 

Fiscal Years 
(Apr-Mar) 

The Federal govemmentbudgetsurplusforFY05-06 proved 
to be much larger than the C$7.9bn predicted by our panel 
last month. The surplus reached C$13.2bn, fuelled by the 
expansion which also helped to reduce the nation's debt 
burden (nowstandingat35.1%of GDP). Ourpanei's budget 
forecasts have consequently risen this month. 

Our panel's estimated average probability of a change in the 
overnight lending rate(4.25% on survey date) at or 

before the next key policy meeting following the survey 

Rates on Survey Date 
4.2% 1 4.1% 

Current 
Account 
(C$ bn) 

Balance 
Couranie 
(C$mdI 

date is: 
INCREASE NO CHANGE DECREASE 

2.5 + 89.3 + 8.2 = 100 % 
Most likely rate change mentioned: None 

sb Short- and Long-Term lnterest Rates 
d o r e ~ ~ ~ b  

Federal 
Govt Budget 

Balance 
(C$ bn) 

Balance 
BudqGiaire 

(c$ 

FY FY 
06-07 07-08 

3 month 
Treasury 

Bill 
Rate (%) 

Su' les Boris 
du Tr&Or de 

3 mois % 
End End 

Jan'070ct'07 

10 Year 
Government 

Bond 
Yield (%) 

des ObliQat- 
ions d3Etatat 
de 10 ans % 
End End 
Jan'07 0~1'07 



European Monetary Union 

Eurozone-Thetwelve European countries (listed at thatopofthis page) 
are united by a common currency (the auro), monetary policy and 
adherence to the Maastricht Treaty. Monetary Policy - is set by the 
European Central Bank's (ECB) governing board, headed currently by 
Jean-Claude Trichet. Nominal GDP - Euro7,991.7bn (2005). Popula- 
tion - 310.2mn (mid-year, 2005). $/Euro Exchange Rate - 1.244 
(average, 2005). 

m e  EURO ZONE~~:AUSI~;~, 
Belgium, Finland, France, 
7ermanfi Ireland, 

! 

Quarterly Consensus Forecasts 
Historical Data and Forecasts (bold italics) Fmm Survey of 

September 11,2006 

Private I I Current Account, Euro bn 53.2 31.9 46.6 -23.5 
Consumption 1.8 1.7 1.6 2.2 1.5 1.5 1.4 1.2 1.6 1.7 GaneraiGovtBudgatBalance, 1 

Average % 

Gross 
Domestic 
product 

2006 2007 

2.8 2.5 
2.7 2.2 
2.7 2.1 
2.7 1.8 
2.6 1.9 
2.6 2.0 
2.6 2.0 
2.6 1.6 
2.6 2.0 
2.6 2.0 
2.6 1.4 
2.6 2.1 
2.6 1.9 
2.6 1.9 
2.6 1.5 
2.6 2.1 
2.5 1.5 
2.5 1.9 
2.5 1.8 
2.5 2.0 
2.5 2.0 
2.5 2.1 
2.5 1.7 
2.5 1.5 
2.5 1.9 
2.5 1.5 
2.4 1.9 
2.4 1.8 
2.4 1.6 
2.4 1.8 
2.4 1.8 

2.6 1.9 

2.5 1.8 
2.2 1.8 
2.8 2.5 
2.4 1.4 
0.1 0.2 

2.5 1.8 
2.4 2.0 
2.2 2.1 

alfi Luxembourg, Nether- 
lands, Portugaland S ~ a h .  

- 
Economic Forecasters 

JP Morgan 
Banca lntesa 
ING Financial Markets 
UBS 
Oxford ~ c d n  Forecasting 
Banca lMl 
Credit Agricole 
Deutsche Bank 
Goldman Sachs 
GNPO Santander 
Lehman Brothers 
Merrill Lynch 
Societe Generaie 
WestLB 
Morgan Stanley 
Bank of America 
Bank Austria 
Bank Julius Baer 
Commerzbank 
Danske Bank 
Dresdner Bank 
ETLA 
Global Insight 
HSBC 
SEE 
UniCreditBancaMobiliare 
9BN Amro 

uropeanF1castNatwork 

Historical Data 
' % change on previous year 2002 2003 2004 2005 

Gross Domestic Product" 0.9 0.8 1.7 1.5 

Private Consumption* 0.9 1.2 1.3 1.4 

Government Consumption* 2.4 1.8 1.1 1.4 

Gross Fued Capital Formation* -1.5 1.1 1.7 2.8 

Changein Inventories, Eum bn (nominal) -13.5 -0.8 13.0 26.1 

Industrial Production. -0.5 0.3 2.0 12 

Consumer Prices* 2.3 2.1 2.1 2.2 

industrial Producer Prices' -0.1 1.4 2.3 4.1 

Hourlv Labour Costs* 3.7 3.3 3.5 2.6 
2006 2007 2008 
I Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 

Gross Domestic 
Product 2.1 2.6 2.6 2.8 2.3 1.8 1.7 1.6 1.9 7.9 

1 consumer I I Euro bn -183 -227 -213 -189 1 

Annual 
Total 

Change in 
Invento- 

ries 
( E ~ r o  bn) 

2006 2007 

30.1 28.6 
5.3 6.0 
na na 
na na 

38.2 41.0 
na na 
na na 
na na 
na na 
na na 

28.6 44.3 
na na 
na na 
na na 
na na 
na na 
na na 
na na 
na na 
na na 
na na 
na na 
na na 
na na 
na na 
na na 

22.5 51.2 
na na 

16.8 17.3 
na na 
na na 

23.6 31.4 

28.4 30.5 
38.1 42.8 
38.2 51.2 
5.3 6.0 
11.5 17.3 

.XIS CIB 
LioydsTSB Financial ivirkis 
Econ Intelligence Unit 

Consensus (Mean) 

Last Month's Mean 
3 Months Ago 
High 
Low 
Standard Deviation 

Comparison Forecasts 
Eur Commission (Sep. '06) 
IMF (Sep. '06) 
OECD (May '06) 

Unemployment Rate, (%) 8.3 8.7 8.9 8.6 

Exports - Goods & Services* 1.6 1.1 6.3 4.5 

lmports-Gwds&Services. 0.3 3.1 62 5.5 

Change 
Year 

Private 
Con- 

sumption 

2006 2007 

2.0 2.2 
2.0 1.3 
1.9 1.6 
1.9 1.6 
2.0 1.6 
1.8 1.7 
1.9 1.7 
1.8 1.3 
1.8 1.7 
2.0 1.7 
1.9 1.4 
2.0 1.5 
1.9 1.4 
1.9 1.0 
1.9 1.2 
1.8 1.6 
1.8 1.3 
1.7 0.5 
2.1 1.5 
2.0 1.7 
1.8 1.4 
1.8 1.4 
1.9 1.6 
1.7 1.3 
1.8 1.4 
1.9 1.1 
1.7 1.5 
1.9 2.5 
1.7 1.0 
2.0 1.5 
2.0 1.3 

1.9 1.5 

1.9 1.4 
1.9 1.5 
2.1 2.5 
1.7 0.5 
0.1 0.4 

1.7 1.4 
1.8 1.7 
1.5 1.7 

Year 
Average 

Unemploy- 
ment 

Rate (%) 

2006 2007 

7.9 7.5 
7.9 7.7 
7.9 7.7 
7.8 7.5 
7.8 7.5 
7.9 7.5 
7.8 7.4 
7.8 7.6 
7.9 7.8 
7.8 7.5 
7.8 7.5 
7.9 7.5 
7.9 7.6 
8.0 7.7 
7.9 7.5 
7.9 7.6 
8.0 7.7 
7.9 7.7 
7.9 7.5 
7.9 7.5 
7.9 7.4 
7.7 7.4 
7.9 7.7 
7.9 8.0 
7.9 7.7 
7.9 7.7 
8.1 8.0 
7.7 7.3 
8.3 7.8 
7.9 7.7 
na na 

7.4 7.6 

7.9 7.6 
8.0 7.7 
8.3 8.0 
7.7 7.3 
0.1 0.2 

8.4 8.2 
7.9 7.7 
8.2 7.9 

on Previous 

Govt 
Con- 

sumption 

2006 2007 

1.9 1.0 
2.0 1.5 
1.9 1.0 
1.8 0.7 
2.1 1.3 
2.0 1.5 
2.0 1.5 
2.0 1.4 
2.1 2.1 
2.0 1.7 
1.9 1.0 
2.0 1.4 
2.0 1.1 
2.0 0.8 
2.0 1.6 
2.0 1.5 
1.9 1.0 
1.9 1.0 
2.1 1.5 
2.0 1.8 
1.9 1.5 
2.2 1.4 
1.8 1.3 
1.9 1.2 
2.0 1.4 
1.9 0.9 
1.5 0.9 
1.7 0.8 
1.9 2.2 
1.7 1.5 
1.5 1.3 

1.9 1.3 

1.9 1.3 
1.5 1.4 
2.2 2.2 
1.5 0.7 
0.2 0.4 

2.1 1.5 
1.g 1.4 

Average 

Industrial 
Product- 

ion 

2006 2007 

3.5 2.5 
3.7 2.2 
3.1 2.1 
3.8 2.1 
3.1 1.4 
3.0 2.9 
3.2 1.9 
3.2 1.8 
3.6 2.3 
na na 
3.4 0.9 
3.3 1.5 
na na 
3.0 2.0 
na na 
3.5 2.9 
3.3 2.0 
3.5 2.3 
3.0 2.0 
na na 
3.4 2.0 
2.8 2.1 
3.2 2.1 
3:1 1.4 
3.3 2.5 
na na 
na na 
3.5 2.5 
na na 
3.1 1.3 
na na 

3.3 2.0 

3.2 2.0 
2.9 2.1 
3.8 2.9 
2.8 0.9 
0.2 0.5 

Calendar 

Gross 
Fixed 

invest- 
ment 

2006 2007 

4.7 4.5 
4.7 3.8 
4.3 3.6 
4.4 2.9 
4.1 2.9 
4.5 3.5 
4.4 3.1 
4.5 2.6 
4.4 3.4 
4.4 3.1 
4.8 3.4 
4.4 4.3 
4.3 3.0 
4.5 4.0 
4.4 3.2 
4.3 3.7 
3.8 2.7 
4.2 4.6 
4.6 3.2 
4.3 3.3 
4.3 3.0 
3.7 3.4 
4.1 3.1 
4.4 2.7 
4.5 3.8 
4.3 3.0 
3.9 2.8 
4.0 2.9 
3.9 2.0 
3.4 2.9 
3.7 3.1 

4.3 3.3 

4.1 3.4 
3.1 3.0 
4.8 4.6 
3.4 2.0 
0.3 0.6 

4.2 24 
4.2 3.6 
3.5 3.7 

% Change 

Consumer 
Prices 

2006 2007 

2.3 2.2 
2.2 2.3 
2.3 2.1 
2.2 2.3 
2.2 2.2 
2.2 1.9 
2.3 2.2 
2.3 2.2 
2.2 2.1 
2.3 2.2 
2.2 2.3 
2.2 2.4 
2.2 2.2 
2.3 2.3 
2.2 2.1 
2.2 2.1 
2.3 2.1 
2.3 2.4 
2.3 2.0 
2.3 2.3 
2.2 2.2 
2.2 2.3 
2.3 2.3 
2.2 2.2 
2.2 2.1 
2.3 2.1 
2.2 2.3 
2.2 1.9 
2.3 2.3 
2.4 2.4 
2.2 2.1 

2.3 2.2 

2.3 2.2 
2.2 2.1 
2.4 2.4 
2.2 1.9 
0.1 0.1 

2.3 2.2 
2.3 2.4 
2.1 2.0 

on Previous 
Year 

industrial 
Producer 

Prices 

2006 2007 

na na 
5.1 2.0 
na na 
5.5 2.8 
5.4 2.0 
5.4 3.4 
5.4 2.1 
5.2 2.2 
5.2 2.7 
na na 
5.0 2.4 
5.2 2.2 
n a  na 
3.U 1.5 
na na 
5.1 2.1 
4.7 2.0 
4.8 2.5 
3.3 2.3 
5.6 3.2 
5.4 2.6 
na na 
5.2 2.4 
na na 
5.3 2.5 
na na 
na na 
3.5 2.5 
na na 
4.6 0.2 
4.8 2.6 

4.9 2.3 

5.0 2.2 
4.6 1.9 
5.6 3.4 
3.0 0.2 
0.7 0.6 

Calendar 

Hourly 
Labour 
Costs 

2006 2007 

na na 
na na 
na na 
na na 
na na 
2.5 2.0 
2.4 2.5 
2.4 2.5 
na na 
na na 
2.3 3.0 
2.2 2.7 
na na 
2.2 2.2 
na na 
2.4 2.7 
2.3 2.3 
2.7 2.2 
2.5 2.8 
2.8 3.0 
na na 
na na 
2.5 2.6 
2.3 2.4 
2.3 2.5 
na na 
na na 
2.5 3.9 
2.0 1.8 
na na 
na na 

2.4 2.6 

2.4 2.6 
2.5 2.6 
2.8 3.g 
2.0 1.8 
0.2 0.5 





Economic Forecasters 

Kempen & Co. 

NlBC 

Rabobank Nederiand 

Moody's Economy.com 

Econ Intelligence Unit 

Fortis Bank 

Average % Change on Previous Calendar Year 

I~onsensus (Mean) 1 2.9 2.8 1-0.4. 2.2 1 4.1 4.2 1 2.1 2.5 1 1.4 2.0 1 1.7 2.3 135.6 35.11 3.7 3.8 1 3.9 4.0 1 

Annual 
Total 

HSBC 

ING 

Theodoor Gillssen 

Deutsche Bank 

Rates on Survey Date 
1 GO,. I 1 n u  

Current 
Account 
(Euro bn) 

2006 2007 

~ ~ ~ s s  
 ti^ 
product 

2006 2007 

Consumer 
PrlceS 

2006 2007 

2.8 2.3 

2.8 2.6 

2.8 2.6- 

2.7 2.4 

Last Month's Mean 

3 Months Ago 

High 

Low 

"." ," 
3 month 

Euro 
Rate (X) 

End End 
.,,,,, , ,,,,,, 

Hourly 
Wages 

(yiCi",$- 

2006 2007 

Private 
Consump- 

tion 

200F2007 

Comparison Forecasts 

CPB (Sep. '06) 

Eur Commission (May '06) 

IMF (Sep. '06) 

OECD (May '06) 

Real Growth and Inflation 
% 

U." ,m 

10 Year ~ u t c h  
Govt Bond 
Yield (%) 

End End ,,,,. , ,,+,,,,, 

-0.1 1.5 

-0.6 1.8 

-0.4 2.3 

-0.3 2.0 

2.8 2.8 

2.6 2.7 

3.1 3.5 

2.7 2.2 

*:* In its 2007 budget, the government estimates that a 
budget surplus will be achieved after six years of 
deficits, as a result of the economy's recovery from 

Gross 
Fixed 

investment 

2006 2007 

3.1 3.0 

2.6 2.6 

2.9 2.9 

2.4 2.8 

Hourly Wages (manufacturingy 3.6 2.7 I .5 I .O 
Current Account, transactions 

basis, Euro bn 11.6 26.0 43.6 33.4 

Nominal GDP - Euro505.6bn (2005). Popn - 16.3mn (mid-year. 
2005). $IEuro Exch. Rate - 1.244 (average, 2005). 

Quarterly Consensus Forecasts 
Historical Data and Forecasts (bold ifalics) From Survey of 

September 11,2006 
2006 2007 2008 

Manufac- 
turing 

Production 

2006 2007 

3.1 2.5 

4.5 4.2 

4.5 4.6 

3.8 4.4 

-0.4 2.2 

-0.8 2.0 

0.0 3.0 

-1.0 1.5 

Reforms fo fhe heallhcare system are expected lo reduce private consumplion grnwlh by around 3.4 peffienfage points in 2006. 

years of stagnation. A general electibn is sched;led to 
take place on November 22,2006. 

Q1 Q2 0 3  Q4 &I Q2 Q3 Q4 01 0 2  
Gross Domestic 
Product 2.3 2.6 2.9 3.2 3.3 2.9 2.5 2.1 1.9 1.9 

-1.3 1.9 

-2.1 1.5 

-2.6 1.2 

.:+ Revised national accounts data forthe second quarter 

show the economy expanding at an even quicker Pace 
thanfirstthought, with GDPgrowthof 1.2%(upfrom the 
firstestimateof 1 .Ox). Acombination of strong domestic 
and foreign demand will see GDP growth of 2.9% this 

year, our panel predicts. 

3 mth Euro, % (end yr) 2.9 2.1 2.2 2.5 
10 Yr Dutch Govt Bond Yield, 
%(end yr) 4.2 4.3 3.7 3.3 , 

2.0 1.6 

1.8 3.4 

2.1 3.2 

1.9 1.7 

3.7 4.3 

3.8 4.4 

5.0 6.7 

3.0 2.5 

Historical Data 

.%change on prev/ousyear 2002 2003  2004 2005 
Gross Domestic Product' 0.1 0.3 2.0 1.5 
Private Consumption' 0.9 -0.2 0.6 0.7 
Gross Fixed Investment* -4.5 -1.5 -0.8 3.6 
Manufacturing Production* 0.1 -1 .1 1.6 0.2 
Consumer Prices' 3.3 2.1 1.2 1.7 

4.8 4.0 

4.4 3.4 

3.0 3.1 

1.4 1.9 

1.2 1.9 

1.2 2.0 

1.2 1.6 

2.2 2.6 

2.2 2.4 

3.0 3.5 

1.4 1.6 

1.3 1.5 

na na 

2.0 2.0 

1.6 2.0 

1.7 2.0 

1.3 2.0 

1.4 2.0 

1.7 2.5 

1.2 1.6 

38.3 38.9 

na na 

na na 

38.0 38.0 

34.0 34.5 

1.8 2.2 

1.7 2.1 

2.0 2.7 

1.5 2.0 

3.6 3.4 

3.8 3.8 

3.6 3.6 

3.8 3.5 

34.0 32.7 

30.0 31.1 

38.3 38.0 

33.1 32.5 

3.7 3.6 

3.6 3.8 

3.9 4.1 

3.9 3.6 

3.8 4.4 

3.4 3.4 

4.3 4.8 

3.6 3.6 



6 Theoutlookremainsstrong, with forecastsfor2007 GDP 
growth up to 2.8%, from 2.6% last month. Declining 
unemploymentwill likely supportprivate consumption in 
2007, even as it moderates somewhat from this year. 
Manufacturing production, however, is expected tosiow 
more precipitously after a robust periormance in 2006. 

I 

Economic Forecasters 

Danske Bank 

Deutsche Bank 

First Securities 

On8 NOR 

Handelsbanken-Oslo 

JP Morgan 

Moody'sEconomy.com 

INGFinancialMarkets 

Statistics Norway 

Consensus (Mean) 

Last Month's Mean 

3 Months Ago 

lHi!3h 

' O W  

Standard Deviation 

Comparison Forecasts 

Bank of Norway (Jun. '06) 

OECD (May '06) 

*:* Headline consumer price inflation jumped to 2.6% y-o-y 
inSeptemberfrom 1.9%inAugust, mainly duetoasharp 
Increase in electricltytariffs(up by 48.1 %y-o-y). Increasing 
inflationary pressures may lead to more aggressive 
tightening of monetary policy. 

Real Growth and Inflation 

1. .. consumer I cForecasb 

Real Mainland GDP 

. . , .  ..... .. .. . . . . . , 

Gross 
Domestic 
Product 

(Mainland) 

2006 2007 

3.8 3.2 

3.7 3.0 

3.6 2.6 

3.6 3.0 

3.6 3.3 

3.6 2.6 

3.5 2.8 

3.3 2.7 

3.2 2.1 

3.5 2.8 

3.4 2.5 

3.2 2.5 

3.8 3.3 

3.2 2.1 

0.2 0.4 

3.8 2.8 

3.3 2.8 

Historical Data 
'%changeonpreviousyear 2 0 0 2 2 0 0 3  2 0 0 4 2 0 0 5  
GDP (Mainland)' 1.6 0.4 3.7 4.0 
Private Consumption' 2.9 2.7 4.6 3.6 
Gross Fixed Investment' -1 .0 0.2 8.1 10.9 
Manufacturing Production' -0.9 -4.2 I .4 3.1 
Consumer Prices* 1.3 2.5 0.5 1.5 
Wages &Salaries per 
Full-Time Employee (Total)+ 5.3 3.9 4.3 3.6 

Current Account, Nkr bn  194 204 233 317 
3 mth Interbank Rate, 
% (end yr) 7.1 2.5 2.0 2.6 . 

10 Yr Govt Bond Yield, 
%(end yr) 5.8 4.5 4.1 3.6 , 

Annual 
Total 

Current 
Account 
(Nkr bn) 

2006 2007 

486 516 

392 358 

388 356 

333 291 

na na 

426 503 

350 290 

360 340 

-390 369 

391 378 

391 394 

364 342 

486 516 

333 290 

43 36 

Nominal GDP (total) - Nkr 1,904bn (2005). Population -4.6mn (mid- 
yr, 2005). Nkr/$ Exchange Rate - 6.443 (average, 2005). 

Average % 

Private 
Consump- 

tl0n 

2006 2007 

3.9 3.7 

3.7 2.4 

3.9 2.8 

3.7 2.9 

3.9 3.4 

3.9 2.8 

3.8 3.5 

3.3 2.8 

3.5 3.7 

3.7 3.1 

3.7 3.0 

3.3 2.9 

3.9 3.7 

3.3 2.4 

0.2 0.5 

3.5 3.3 

3.6 2.9 

Quarter1 ConsensusForecasts 
Historical Data and ;omcasts (bold italics) From Survey of 

September 11,2006 
2006 2007 2008 
01 0 2  Q3 0 4  01 Q2 Q3 0 4  0 1  0 2  

Gross DomesUc Product 
(mainland) 3.6 3.8 3.5 3.1 3.0 2.7 2.6 2.4 2.4 2,4 

Rates on 
3.5% 

3 month 
interbank 
Rate (%) 

End End 
Jan,07 Oct,07 

3.9 4.8 

3.4 4.2 

3.8 4.8 

3.8 4.5 

na na 

na na 

3.5 3.6 

3.7 4.3 

3.8 3.8 

3.7 4.3 

3.9 4.8 

3.4 3.6 

0.2 0.5 

Survey Date 
4.1 % 

10 Year 
GovtBond 
Yield (%) 

End End 
Jan,O7 Oct,Oi 

4.1 4.6 

4.5 4.5 

4.4 4.8 

4.5 4.3 

4.0 4.0 

na na 

4.2 4.3 

4.3 4.6 

na na 

4.3 4.4 

4.5 4.8 

4.0 4.0 

0.2 0.3 

- 

Change on 

Gross 
Fixed 

Investment 

2006 2007 

8.0 5.9 

5.9 4.0 

7.5 1.4 

7.5 1.7 

5.0 4.5 

6.6 4.2 

6.5 3.0 

7.0 4.5 

7.7 -0.1 

6.9 3.2 

6.8 3.1 

5.9 2.4 

8.0 5.9 

5.0 -0.1 

1.0 1.9 

13.5 2 6  

Previous 

Manufac- 
turing 

Production 

2006 2007 

na na 

3.5 2.5 

3.5 2.0 

na na 

na na 

na na 

2.5 0.5 

3.5 1.5 

3.2 0.7 

3.2 1.4 

3.1 1.2 

3.2 1.3 

3.5 2.5 

2.5 0.5 

0.4 0.8 

Calendar Year 

Consumer 
Prices 

2006 2007 

2.1 1.2 

2.0 2.0 

2 3  1.6 

2.4 2.1 

I 1.6 

2 0  1.6 

2 0  2.2 

2 1  1.8 

2 4  1.5 

2 2  1.7 

2.3 1.7 

2 2  1.8 

2 4  2.2 

2.0 1.2 

0.2 0.3 

2.3 1.8 

2.2 2.6 

Wages & 
Salaries 

2006 2007 

4.3 4.8 

4.3 4.5 

4.5 5.2 

4.2 4.5 

4.0 4.5 

na na 

4.9 4.8 

4.3 4.5 

4.0 5.0 

4.3 4.7 

4.2 4.6 

4.2 4.5 

4.9 5.2 

4.0 4.5 

0.3 0.3 

4.0 4.8 



Average % Change on Previous Calendar Year 

FUNCAS 3.7 
Goldman Sachs 3.7 
Gmpo Santander 3.7 
AFI 3.6 
Banesto 3.6 
BBVA 3.6 
Caja Madrid 3.6 
CEPREDE 3.6 
IFL-Univen Carlos Ill 3.6 
lnstltuto de Credito Oficial 3.6 
La Caixa 3.6 
HSBC 3.5 
UBS 3.5 
ING Financial Markets 3.4 
lnst L R Kiein (Gauss) 3.4 
Econ Intelligence Unit 3.4 

Economic Forecasters 

Consensus (Mean) 3.6 3.1 

3.5 3.0 
3 Months Ago 3.3 2.9 

3.7 3.4 
3.4 2.5 

Standard Deviation 0.1 0.3 

Comparison Forecasts 
Eur Commission (May '06) 3.1 28 
IMF (Sep. '06) 3.4 3.0 
OECD (May '06) 3.3 3.0 

Gross I~ousehold I Gross I lndustrial l~onsumer 1 Salarv I Current I 3rnonth I 10 Year 

Annual 
Total 

O Macroeconomic forecasts remain strong and relatively 
unchanged this month, with 2006 and 2007 GDP 
expectations both up by 0.1 percentage points. lndustrial 
productionforecasts, meanwhile, haveaisomoved higher 
following strong growth during the summer. 

Rates on Survey Date 
3.5% 1 3.8% 

Domestic 
Product 

2006 2007 

*:* The second quarter current account deficit of €20.1 bn 
was an improvement on the C24.5bn shortFal1 in the first 
three months of the year, although the deficit was still a 
massive 8.2% of GDP. A booming domestic economy, 
underpinned by negative real interest rates, has been the 
key factor behind the large deficit. 

Real Growth and Inflation 
% 

<Forecast> 

Consump- 
tion 

2006 2007 

Historical Data 
'%changeonpreviousyear 2002 2003 2004 2005 
Gross Domestic Product' 2.7 3.0 3.2 3.5 
HouseholdConsumption' 2.6 2.6 4.2 4.2 
Gross Fixed Investment' 3.4 5.9 5.0 7.0 
Industrial Production' 0.1 1.6 1.6 0.1 
Consumer Prices* 3.6 3.0 3.0 3.4 
Salary Cost per Hour* 4.1 4.3 3.5 3.2 
Current Account, Euro bn -23.8 -27.5 -44.2 -66.6 

3 mth Euro, %(end yr) 2.9 2.1 2.2 2.5 
10 Yr Spanish Govt Bond Yield, 
% (end yr) 4.2 4.3 3.7 3.3 

Nominal GDP - Euro904.3bn (2005). Popn - 43.lmn (mid-year, 
2005). $IEuro Exch. Rate - 1.244 (av., 2005). 

Quarterly Consensus Forecasts 
Historical Data and Forecasts (bold italics) From Survey of 

September 11,2006 
2006 2007 2008 
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 02  

Gross Domestic 
Product 3.6 3.7 3.6 3.4 3.3 3.1 3.0 3.0 2.9 2.8 

Consumer 

Fixed 
investment 

2006 2007 

Production 

2006 2007 

Prices 

2006 2007 

cost ber 
Hour 

2006 2007 

Account 
(Euro bn) 

2006 2007 

- - -. 
Eum 

Rate (%) 

E", Zio7 

Spanish 

G!zJp%"p 
:$,, i!~O, 





Economic Forecasters 

Bank Vontobei 
JP Morgan 
Swiss Life 
Global Insight 
Goldman Sachs 
Pictet & Cie 
UBS 
Bank Julius Baer 
BAK Basel 
Econ Intelligence Unit 
Credit Suisse 
ING Financial Markets 
HSBC 
KOFIETH 
Ziircher Kantonalbank 

/consensus (Mean) 

Last Month's Mean 
' Months Ago 

Standard Deviation 

Comparison Forecasts 
IMF (Sep. '06) 

OECD (May '06) 

Gross Private Gross industrial Consumer Merchan- Current 3 month 10 Year 
Domestic Consump- Fixed production Prices dlSe Account Euro-Franc Govt Bond 
Product 1 tion 1 1 I (Egg) 1 ((8WFrbn) 1 Rate(%) / Yield W I 

Average % Change on Previous Calendar Year 

I End End 
Janr07 Oct'O 

2.0 2.3 

na na 
na na 
2 1  2.0 

2.5 2.5 

2.0 2.8 

2.0 2.0 

2.0 2.3 

2 0  2.2 

na na 
2.0 2.3 

2.3 2.5 

2.0 2.0 

2.0 2.1 

2.0 2.2 

End End 
Jan'07 Oct'l 

2.5 27 

na na 
na na 
2.8 2.8 

3.0 3.1 

2.7 3.4 

2.6 2.7 

3.1 3.0 

2 4  2.6 

na na 
2.7 3.0 

2.4 26 

2.4 2.3 

2.5 2.3 

2.3 2.6 

2.6 2.8 

Annual 
Total 

*:* As expected, the Swiss National Bank raised its3-month 
Libortarget range by 25 basis pointsto 1.25-2.25%at its 
quarterly policy review in September. Against abackdrop 
of above-trend growth but below-target inflation, the bank 
said that it would continue its gradual normalisation of 
monetary policy. Most analysts expect afurther25 basis- 
point increase atthe next meeting in December. 

Rates on Survey Date 
1.8% 1 7 6% 

Historical Data 
'%changao!lprevlousyear 2 0 0 2 2 0 0 3 2 0 0 4 2 0 0 5  
Gross Domestic Product* 0.3 -0.2 2.3 1.9 
Private Consumption* 0.0 0.8 1.5 1.3 
Gross Fixed Investment* 0.2 -1.4 4.5 3.1 
Industrial Production* -5.1 0.1 4.4 2.7 
Consumer Pricest 0.6 0.6 0.8 1.2 

Real Growth and Inflation 
% 

6 - ... Consumer cForecasb 
5 -- '., Prices 

Real GDP 

Q 2006and2007currentaccountforecastshaveimproved 
this month as data forthe second quarter confirmed that 
buoyant economic conditions resulted in a surplus of 
SwFrl8.5bn. 

Merch Exports, SwFrbn 136 135 146 157 
Current Account, SwFr bn  36.3 58.1 60.5 67.7 
3 mth Euro-Franc Rate, 

%(end yr) 0.6 0.2 0.7 1.0 
10 Yr Govt Bond Yield, 
% (end yr) 2.2 2.6 2.3 1.9 

Nominal GDP - SwFr 456.9bn (2005). Population - 7.3mn (rnid- 
year, 2005). SwFr/$ Exchange Rate - 1.2452 (average, 2005) 

Quarterly Consensus Forecasts 
Historical Data and Forecasts (bold italics) From Survey of 

September 11,2006 
2006 2007 2008 
01  Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 

Gross Domesilc 
Product 3.3 3.1 2.8 2.4 2.1 1.7 1.7 1.7 1.8 1.8 
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Forecasts for the countries in Western Europe, the Middle East and Africa shown on the next two pages were provided by 
'be following leading economic forecasters: 

BankAustria Credifanstalt Bank Leumi D&B 

Economist Intelligence Unit ForecasterECOSA Handelsbanken Markets 

Moody's Economy.com Oxford - LBS 

e = consensus estimate based on latest survey 

Consensus Forecasts 

2006 2007 
2.9 2.2 
6.1 4.0 
1.8 1.8 
4.1 2.8 

AUSTRIA Population - 8.2mn (2005, mid-year) 

Nominal GDP - US$306.6bn (2005) 
Gross Domestic Product (% change on previous year) 
Industrial Production (% change on previous year) 
Consumer Prices (% change on previous year) 
Current Account (US Dollar bn) 

BELGIUM Population - 10.4rnn (2005, mid-year) 

Nominal GDP - US$371.5bn (2005) 
Gross Domestic Product (% change on previous year) 
Industrial Production (% change on previous year) 
Consumer Prices (%change on previous year) 
Current Account (US Dollar bn) 

Historical Data 

2002 2003 2004 2005 
0.9 1 .I 2.4 2.0 
0.7 4.1 6.1 4.3 
1.8 1.3 2.1 2.3 
0.7 -0.5 0.4 3.8 

DENiViARi( Population - 5.4mn (2005, mid-year) 

Nominal GDP - US$259.2bn (2005)' 
Gross Domestic Product (% change on previous year) 
Manufacturing Production (% change on previous year) 
Consumer Prices (%change on previous year) 
Current Account (US Dollar bn) 

Historical Data 

2002 2003 2004 2005 
1.5 0.9 2.4 1.5 
1.2 0.7 3.1 -0.2 
1.6 1.6 2.1 2.8 

11.7 12.7 12.2 10.1 .- 

EGYPT Population - 74.0mn (2005, mid-year) 

Consensus Forecasts 

2006 2007 
2.5 2.1 
3.9 2.2 
2.2 1.9 
7.8 9.7 

i-iisioricai Daia 

2002 2003 2004 2005 
0.5 0.7 1.9 3.2 
1.0 -0.7 -0.3 1.7 
2.4 2.1 1.2 1.8 
5.0 6.1 6.0 7.7 

Gross Domestic Product (%change on previous year)' 

Consumer Prices (% change on previous year) 

Current Account (US Dollar bn) 

Consensus Forecasts 

2006 2007 
2.8 2.2 
2.4 1.7 
2.0 2.0 
5.2 5.5 

Historical Data 

FINLAND Popuiation - 5.2mn (2005, mid-year) 

Nominal GDP - US$l96.2bn (2005)' 
Gross Domestic Product (% change on previous year) 

Industrial Production (% change on previous year) 
Consumer Prices (% change on previous year) 
Current Account (US Dollar bn) 

Consensus Forecasts 

Nominal GDP - US$93.6bn (2005)' 

year( . )  ending June 30 

3.2 3.1 4.2 4.9 

2.7 4.5 11.3 4.9 

0.6 3.7 3.9 2.8 e 

GREECE Population - 11 .lmn (2005, mid-year) 

Nominal GDP - US$225.6bn (2005) 
Gross Domestic Product (% change on previous year) 

Industrial Production (% change on previous year) 
Consumer Prices (%change on previous year) 

5.7 5.7 

7.3 5.3 

2.8 2.7 

Historical Data 

2002 2003 2004 2005 
1.6 1.9 3.3 3.0 
2.0 1.5 4.8 -2.0 
1.6 0.9 0.2 0.6 

13.8 10.6 14.7 10.0 

2002 2003 2004 2005 

Consensus Forecasts 

2006 2007 
4.0 2.7 
5.5 2.8 
1.5 1.7 
8.8 9.0 

Historical Data 

2002 2003 2004 2005 
3.8 4.8 4.7 3.7 
0.8 0.3 1.2 -0.9 
3.6 3.5 2.9 3.5 
.. . . - .. - - .  

2006 2007 

Consensus Forecasts 

2006 2007 
3.6 3.3 
1.8 2.6 
3.3 3.0 



I Consensus Forecasts I I IRELAND Population - 4.lmn (2005, mid-year) 

Nominal GDP - US$200.6bn (2005) 
Gross Domestic Product (% change on previous year) 
industrial Production (% change on previous year) 
Consumer Prices (% change on previous year) 
Current Account (US Dollar bn) 

Historical Data 

2002 2003 2004 2005 
6.0 4.3 4.3 5.5 
7.3 4.6 0.5 3.0 
4.6 3.5 2.2 2.5 

-1.2 0.0 -1.1 -5.2 

ISRAEL Population - 6.7mn (2005, mid-year) 

Nominal GDP - US$129.6bn (2005) 
Gross Domestic Product (% change on previous year) 
industrial Production (% change on previous year) 
Consumer Prices (% change on previous year) 
Current Account (US Dollar bn) 

NIGERIA Popn - 131.5rnn (2005, mid-year) 

Nominal GDP - US$94.6bn (2005) 

Gross Domestic Product (% change on previous year) 

Consumer Prices (% change on previous year) 

Current Account (US Dollar bn) 

Historical Data 

2002 2003 2004 2005 
-0.9 1.5 4.6 5.2 
-1.9 -0.3 6.9 3.6 
5.7 0.7 -0.4 1.3 

-0.7 1.7 3.2 3.8 

PORTUGAL population - 10.4mn (2005, mid-year) 

Nominal GDP - US$163.6bn (2005) 
Gross Domestic Product (% change on previous year) 
Industrial Production (% change on previous year) 
Consumer Prices (% change on previous year) 
Current Account (US Dollar bn) 

Consensus Forecasts 

2006 2007 
3.9 3.9 
5.2 4.7 
2.5 2.3 
2.5 2.6 

Historical Data 

2002 2003 2004 2005 

1.5 10.7 6 .O 6.9 

13.7 14.0 19.4 13.5 

1.1 9.5 12.3 12.6 e 

SAUDI ARABIA Popn - 24.6mn (2005, mid-year) 

Nominal GDP - US$309.6bn (2005) 

Gross Domestic Product (% change on previous year) 

Consumer Prices (% change on previous year) 

Current Account (US Dollar bn) 

Consensus Forecasts 

2006 2007 

5.3 6.0 

10.2 10.0 

21.3 21.4 

Historical Data 

2002 2003 2004 2005 
0.8 -1.1 1.2 0.4 

-0.4 0.1 -2.6 0.1 
3.6 3.3 2.4 2.3 

-1 0.0 -9.2 -12.9 -17.0 

SOUTH AFRICA Popn -47.4mn (2005, mid-year) 

Nominal GDP - US$239.5bn (2005) 
Gross Domestic Product (% change on previous year) 
Manufacturing Production (% change on previous year) 
Consumer Prices (%change on previous year) 

Current Account (US Dollar bn) 

Consensus Forecasts 

2006 2007 
1.2 1.3 
0.8 1.5 
2.4 2.2 

-14.7 -13.7 

Historical Data 

2002 2003 2004 2005 

0.1 7.7 5.3 6.5 

0.2 0.6 0.3 0.7 

11.9 28.0 51.9 67.1 

Consensus Forecasts 

2006 2007 

5.9 4.2 

1.3 1.4 

110.6 106.9 

Historical Data 

2002 2003 2004 2005 
3.7 3.0 4.5 4.9 
4.5 -1.8 4.2 3.6 
9.2 5.8 1.4 3.4 
0.7 -2.3 -7.4 -10.1 

Consensus Forecasts 

2006 2007 
4.5 4.6 
5.4 6.2 
4.7 4.6 

-12.6 -10.1 



.,-- -- 
re11 per GS$ US$ per Eurol US$ per UK Pound 

'All US5 rates are amounffi of 
currency per dollar, except the 
UKpoundandtheeum whlchare 
recQrncai5. A pasillve (+) sign 
for the %change Implies an ap- 
preciallonaflhecunency~galnst 
he US Dollsr and vice versa. 

Rates per US Dollar' 

Canadian Dollar 

Egyptian Pound 

European Euro 

Israeli Shekel 

Japanese Yen 

Nigerian Naira 

Saudi Arabian Riyal 

South African Rand 

United Kingdom Pound 

Rates uer Euro 

Danish Krone 

Norwegian Krone 

Swedish Krona 

Swiss Franc 

J ~ ~ ) J M J ~ S ~ J ~ R % J ~ - ~  J m J B H E J m M J m f f i  
' hisloricalrales uo fa Januarv 1. 1999. are calculafed 
as5ynlhenc'eurdexchange~t~sbas~dona weighted 
averaoe of lhe eleven on'oinalcom~onenf cumncies, 

Foreign 

Historical Data 

Rates at end of: 

2002 2003 2004 2005 

1.580 1.292 1.204 1.165 

4.630 6.153 6.131 5.739 

1.049 1.263 1.362 1.180 

4.737 4.379 4.308 4.603 

119.9 107.1 104.1 118.0 

126.4 136.5 132.4 129.0 

3.745 3.750 3.750 3.745 

8.640 6.640 5.630 6.325 

1.612 1.785 1.931 1.722 

7.427 7.525 7.447 7.461 

7.305 8.436 8.227 7.987 

9.254 9.080 9.010 9.389 

1.454 1.562 1.541 1.550 

Prices on a DownwardTrend Despite OPEC's Call to  Cut Output 
After more than a year of high oil prices, excess supply conditions 
have dampened the surge in c ~ d e  oil futures. Observers estimate 
that US gasoline prices tumbled by more than 20% overthe pasttwo 
months. In an effortto supportprices, someOPEC membercountries 
are considering acut in production. However, no formal agreement 
has been announced, and the size of the proposed cut is still subject 
to debate. Consequently, oil prices have remainedsubduedfollowing 
the news, with the price of West Texas Intermediate standing at 
US$60.0 on our survey date. Debate over Iran's nuclear program, 
though, coupledwith North Korea'sfirst nucleartestand disruption to 
Nigerian supplies have lifted geopolitical concerns and could well 

Exchange 

Latest 
Spot 
Rate 

(Oct.9) 

1.122 

5.739 

1.260 

4.258 

119.1 

128.3 

3.750 

7.839 

1.865 

7.456 

8.409 

9.299 

1.589 

West Texas Intermediate, US$ per barrel 

Range 1985-2006 
Spot Rate (Oct. 9) 

October 
Survey 

Mean Forecast 

High 
Low 
Standard Deviation 
Nn of Fnrn~sctc 

Rates 

77.0 - 10.4 
60.0 

Forecast for 
End Jan. End Oct. 
2007 2007 

63.9 62.6 

78.0 78.0 
53.8 50.0 
5.1 6.1 
fi4 fi4 

Forecast Percent 
End Jan. Change 
2007 

1.125 -0.2 

5.785 -0.8 

1.296 +2.8 

4.405 -3.3 

112.7 +5.7 

129.8 -1.2 

3.749 0.0 

7.575 +3.5 

1.894 +1.5 

7.457 0.0 

8.030 +4.7 

9.149 +1.6 

1.570 +lP 

Consensus Forecasts 

Forecast Percent 
EndOct. Change 
2007 

1.134 -1.0 

5.851 -1.9 

1.303 +3.3 

4.463 -4.6 

107.0 +I 1.4 

132.1 -2.9 

3.749 U.0 

7.521 +4.2 

1.670 +0.2 

7.456 0.0 

7.851 +7.1 

9.023 +3.1 

1.546 12.8 

Forecast Percent 
EndOct. Change 
2008 

1.133 -0.9 

6.035 -4.9 

1.296 +2.9 

4.538 -6.2 

103.8 +14.7 

135.6 -5.4 

3.749 0.0 

7.734 +1.4 

1.851 -0.8 

7.450 +0.1 

7.923 +6.1 

8.980 +3.5 

1.517 +4.6 



continued from page 3 

France 
t % change over previous year 

Gross Domestic Product' 
Household Consumption' 
Business Investment' 
Industrial Production' 
Consumer Prices* 
Current Account Balance (Euro bn) 
10 Year Treasury Bond Yield, x2 

Historical 

2002 2003 2004 2005 
1.1 1.1 2.0 1.2 
2.3 2.3 2.5 2.2 
-2.9 0.3 4.2 3.7 
-1.7 -1.0 2.4 0.0 
1.9 2.1 2.2 1.7 
15.4 7.0 -5.6 -27.0 
4.2 4.4 3.7 3.3 

Consensus Forecasts 

2006 2007 2008 2009 2010 2011 2012-2016' 
2.3 2.0 20 2.1 2.1 2.0 2.1 
2.7 2.3 2.2 2.3 2.2 2.2 22 
4.0 3.7 3.5 3.8 4.0 3.1 3.2 
1.8 1.6 1.9 2.2 2.3 20 2.2 
1.9 1.6 1.7 1.6 1.6 1.8 1.9 

-26.8 -25.6 -27.0 -26.8 -26.7 -22.6 -19.3 
3.Q3 4.04 4.2 4.4 4.4 4.4 4.5 

United Kingdom 

* 56 change over previous year 

Gross Domestic Product' 
Household Consumption' 
Gross Fixed Investment' 
Manufacturing Production' 
Retail Prices (underlying rate)' 
Consumer Prices* 
CurrentAccountBalance(f hn) 
10 Year Treasury Bond Yield, %' 

Historical 

2002 2003 2004 2005 
2.1 2.7 3.3 1.9 
3.6 3.0 3.5 1.4 
3.7 0.4 6.0 2.7 
-2.6 0.2 2.0 -1.1 
2.2 2.8 2.2 2.3 
1.3 1.4 1.3 2.1 

-16.5 -14.9 -19.3 -27.4 
4.4 4.8 4.5 4.1 

ConsensusForecasts 

2006 2007 2008 2009 2010 2011 2012-2016' 
2.6 24 2.3 2.2 2.1 2.1 2.3 
2.2 2.3 2.3 22 2.0 2.0 2.2 
4.8 3.1 2.2 2.3 2.6 2.9 2.9 
1.0 1.2 1.4 1.1 0.8 1.0 1.1 
2.8 2.7 2.5 2.5 2.5 2.6 2.6 
2.3 2.2 2.0 2.0 2.0 2.0 2.0 

-31.6 -34.4 -37.5 -35.2 -323 -26.8 -25.5 
4.7 4.7 ' 4.7 4.7 4.6 4.5 4.7 

Italy 

* % change over previous year 

Grass Domesilc Pratiuci' 
Household Consumption* 
Gross Fixed Investment* 
Industrial Production* 
Consumer Prices* 
Current Account Balance (Euro bn) 
10 Year Treasury Bond Yield, %' 

Historical 

2W2 2003 2W4 2W5 
0.3 0.1 55 0.1 
0.2 1.0 0.5 0.1 
4.0 -1.5 1.9 -0.4 
-1.6 -0.5 -0.6 -0.8 
25 27 22 20 

-10.0 -17.4 -125 -221 
4.3 4.5 3.8 3.5 

Consensus Forecasts 

2W6 2W7 2W8 2W9 2010 2011 2012-2016' 
1.6 1.2 1.4 1.5 1.4 1.6 1.5 
1.6 1.3 1.5 1.5 1.6 1.6 1.5 
3.0 1.8 1.6 1.6 1.4 1.9 1.6 
1.9 1 .O 1.2 1.2 1.3 1.4 1.4 
2.2 1.9 20 1.9 20 20 21 

43.2 -26.3 -19.0 -15.4 -9.6 -9.5 -10.2 
4.1 4.1 4.5 4.6 4.4 4.4 4.5 

Canada 

* % change over previous year 

Gross Domestic Product' 
Personal Expenditure' 
Machinery & Eqpt Investment' 
Industrial Production' 
Consumer Prices* 
Current Account Balance (C$ bn) 
10 Year Treasury Bond Yield, %' 

Historical 

2002 2003 2004 2005 
2.9 1.6 3.3 2.9 
3.6 3.0 3.3 3.9 
-2.8 7.9 10.3 10.5 
2.1 0.2 1.8 1.0 
2.3 2.7 1.8 22 
19.8 14.1 27.6 31.8 
4.7 4.8 4.3 4.0 

Consensus Forecasts 

2006 2007 2008 2009 2010 2011 2012-2016' 
2.8 2.6 2.9 3.0 2.9 2.8 2.5 
3.9 3.1 2.9 2.9 2.7 2.6 2.3 
9.3 8.0 6.0 5.0 4.4 3.9 3.5 
0.8 1.7 2.3 2.6 2.6 2.8 27 
2.1 1 .8 2.0 2.0 2.0 20 20 

1 16.5 17.5 18.6 20.6 21.1 23.8 
4.1 4.2 4.8 5.0 5.0 5.1 5.2 

Euro zone 

* $6 change over previous year 

Gross Domestic Product* 

Private Consumption* 

Gross Fixed Capital Formation* 

Industrial Production* 

Consumer Prices* 

Current Account Balance (Euro bn) 
p~~ 

Historical 

2002 2003 2004 2005 

0.9 0.8 1.7 1.5 

0.9 1.2 1.3 1.4 

-1.6 1.0 1.7 2.8 

-0.5 0.3 2.0 1.2 

2.3 2.1 2.1 2.2 

53.2 31.9 4 6 8  123.5 

Consensus Forecasts 
2006 2007 2008 2009 2010 2011 2012-2016' 

2.6 1.9 1.9 2.0 2.0 1.9 1.9 

1.9 1.5 1.7 1.8 1.8 1.8 1.7 

4.3 3.3 2.6 2.5 2.4 2.4 2.3 

3.3 2.0 1.8 2.1 2.0 1.8 1.9 

2.3 2.2 1.9 1.9 1.9 1.9 1.9 

-31.3 -20.8 -16.8 -15.7 -14.0 -16.3 -18.6 



The Netherlands 

* % change over previous year 

Gross Domestic Product* 
Private Consumption* 
Gross Fixed Investment' 
Manufacturing Production* 
Consumer Prices' 
Current Account Balance(Eur0 bn) 
10 Year Treasury Bond Yield, %' 

Historical 

2002 2003 2004 2005 
0.1 0.3 2.0 1.5 
0.9 -0.2 0.6 0.7 

-4.5 -1.5 -0.8 3.6 
0.1 -1.1 1.6 0.2 
3.3 2.1 1.2 1.7 

11.6 26.0 43.6 33.4 
4.2 4.3 3.7 3.3 

Consensus Forecasts 

2006 2007 2008 2009 2010 2011 2012-2016' 
2.9 2.8 22 2.5 2 5  2.2 1.8 

-0.4 2 2  1.6 20 2.1 22 1.6 
4.1 4.2 2 7  3.0 29 2.3 2.1 
21 2.5 1.9 25 2.4 1.9 1.5 
1.4 2.0 2.0 1.8 1.8 20 1.9 

35.6 35.1 38.6 42.9 41.3 40.8 39.3 
3 . g 3  4 . 0 4  4.3 4.3 4.5 4.5 4.4 

Norway 

* % change over previous year 

Gross Dorn Prod (Mainland)' 
Private Consumption* 
Gross Fixed Investment' 
Manufacturing Production* 
Consumer Prices' 
Current Account Balance(Nk hn) 
10 Year Treasury Bond Yield, %2 

Historical 

2002 2003 2004 2005 
1.6 0.4 3.7 4.0 
2.9 2 7  4.6 3.6 

-1.0 0.2 8.1 10.9 
-0.9 -4.2 1.4 3.1 
1.3 2.5 0.5 1.5 

194 204 233 317 
5.8 4.5 4.1 3.6 

Consensus Forecasts 

2W6 2007 2M)8 2W9 2010 2011 2012-2016' 
3.5 2.8 2 3  22 2.3 2 4  2 4  
3.7 3.1 29 3.0 3.0 2 8  2.8 
6.9 3.2 0.4 0.4 1.4 21 2.2 
3.2 1.4 0.9 1.3 1.3 1.2 1.2 
22 1.7 1.9 2 2  2 2  2.2 2.2 
391 378 281 262 250 244 236 
4.3 4.4 4.9 4.7 4.7 4.9 5.0 

Spain 

' % change over previous year 

Grcss Oonestic Prcdud' 
Household Consumption* 
Gross Fixed Investment' 
Industrial Productiont 
Consumer Prices' 
Current Account Balance(Eur0 bn) 
10 Year Treasury Bond Yield, %' 

Historical 

2002 2003 2004 2005 
2.7 3.0 3.2 3.5 
2.8 2.8 4.2 4.2 
3.4 5.9 5.0 7.0 
0.1 1.6 1.8 0.1 
3.5 3.0 3.0 3.4 

-23.8 -27.5 -44.2 -66.6 
4.2 4.3 3.7 3.3 

Consensus Forecasts 

2006 2007 2006 2009 2010 2011 2012-2016' 
3.6 3.1 2.7 23 2.: 2.2 2 4  
3.5 3.0 2.7 2.2 2.1 2.2 2 4  
5.9 4.4 3.9 3.2 2.6 2.2 2.6 
3.4 2.7 22 1.8 1.8 1.9 2.2 
3.7 2.9 2.7 2.6 2.5 2.5 2 5  

-80.6 -84.7 -89.5 -90.5 -90.6 -87.9 -91.5 
4.0 4.0 4.2 4.3 4.4 4.3. 4.3 

Sweden 

% change over previous year 

Gross Domestic Product* 
Household Consumption' 
Gross Fixed Investment' 
Mining & Manufacturing Production* 
Consumer Prices' 
Current Account (Skr hn) 
10 Year Treasury Bond Yield, %' 

Historical 

2002 2W3 2004 2005 
2.0 1.8 3.3 27 
1.5 1.8 1.8 24 

-26 1.1 5.1 8.5 
1.3 2 5  3.2 1.6 
22 1.9 0.4 0.5 
121 181 176 171 
4.6 4.8 4.0 3.3 

.- 

Consensus Forecasts 

2W6 2007 2WB 2W9 2010 2011 2012-2016' 
4.2 3.0 24 21 2 3  24 2 3  
3.3 3.0 24 1.8 21 2 2  21 
8.2 4.7 26 26 28 3.1 3.0 
5.0 3.8 27 27 3.2 3.7 3.4 
1.5 20 1.9 1.8 1.8 1.9 1.9 
184 184 180 165 168 173 165 
4.0 4.2 4.1 4.1 4.1 4.3 4.3 

Switzerland 

% change over previous year 

Gross Domestic Product+ 
Private Consumption* 
Gross Fixed Investment' 
Industrial Production' 
Consumer Prim' 
Current Account Balance (SwFr hn) 
10 Year Treasury Bond Yield, 'b2 

Historical 
2002 2003 2004 2005 

0.3 -0.2 2.3 1.9 
0.0 0.8 1.5 1.3 
0.2 -1.4 4.5 3.1 

-5.1 0.1 4.4 2.7 
0.6 0.6 0.8 1.2 

36.3 58.1 60.5 67.7 
2 2  2.6 2 3  1.9 

Consensus Forecasts 

2006 2007 2008 2009 2010 2011 2012-2016' 
29 2.0 1.7 1.7 1.7 1.6 1.6 
1.9 1.8 1.6 1.5 1.6 1.5 1.5 
4.4 3.1 2 7  2.3 3.1 3.0 3.0 
5.7 3.6 3.0 2.7 2.5 2.5 2.4 
1.2 1.2 1.2 1.5 1.4 1.4 1.4 

67.4 66.7 76.1 85.2 86.5 88.3 90.9 
2.6 2.8 28  3.1 3.1 31 3.1 
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October 
Survey 

Belgium 
Canada 
France 
Germany 
Italy 
Japan 
Netherlands 
Norway 
Spain 
Sweden 
Switzerland 
United Kingdom 
United States 

North America' 
Western Europe2 
European UnionZ 
Euro zone2 

Asia Pacific3 
Eastern Europe4 
Latin America5 
OtherCountries5 

Total 

Real GDP 

% increase 

2005 2006 2007 

1.5 2.5 2.1 
2.9 2.8 2.6 
1.2 2.3 2.0 
0.9 2.2 1.2 
0.1 1.6 I .2 
2.6 2.8 2.2 
1.5 2.9 2.8 
4.0 3.5 2.8 
3.5 3.6 3.1 
2.7 4.2 3.0 
1.9 2.9 2.0 
1.9 2.6 2.4 
3.2 3.4 2.6 

I I I I 1 
Regional totals, as well as the grand total for GDP growth and inflation, are weighted averages calculated us~ng 2005 GDP 
weights, converted at average 2005 exchange rates. Current account forecasts given in national currenc~es on pages 7- 
24 have been converted using consensus exchange rate forecasts for the purposes of comparison. 'USA and Canada. The 
Euro zone aggregate is taken from our panel's latest forecasts (pages 78-19). Tne Euro zone current account data and 

Consumer Prices 

% increase 

2005 2006 2007 

2.8 2.2 1.9 
2.2 2.1 1.8 
1.7 1.9 1.6 
2.0 1 .8 2.3 
2.0 2.2 1.9 
-0.3 0.3 0.5 
1.7 1.4 2.0 
1.5 2.2 1.7 
3.4 3.7 2.9 
0.5 1.5 2.0 
1.2 1.2 1.2 
2.1 2.3 2.2 
3.4 3.5 2.5 

forecasts are based on extra-euro zone data, Le., they are compiled from an aggregate of the Euro zone member states' 
transactions only with nonresidents of the Euro zone. The European Union data includes the Euro zone countries listed on 
page l8plus Denmark, Sweden and the UnitadKingdom, as wellas May 2004 entrants the Czech Republic, Estonia, Hungary, 
Latvia, Lithuania, Poland, Slovakia and Slovenia (data taken from Eastem Europe Consensus Forecasts). Westem Europe 
comprises the Euro zone plus Denmark, Sweden and the United Kingdom, along with Noway and Switzerland. Survey 
results forJapan plus fouifeen othercountries taken from Asia Pacific ConsensusForecasts. 4 Nineteen countries, including 
eight European Union countries taken from the latest issue of Eastern Europe Consensus Forecasts. SFourleen countries 
taken from the latest Issue of Latin American Consensus Forecasts (Inflation figures are on a December/Decemberbasls). 
=Egypt, Israel, Nigeria. Saudi Arabia and South Africa. ........................................ 
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