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US: So far, so....mediocre

The early-August “confidence shock” that rocked financial markets and consumer
sentiment surveys has, so far, failed to translate into a commensurate drop-off in
real activity, even though growth remains unsatisfactorily slow, and the risk of
renewed business cycle recession is uncomfortably high. If business activity were to
contract at this juncture, with GDP not having retained its previous cyclical peak, history
may record the entire episode of the last few years as one long recession.

For now, the data receive at least a passing grade. Jobless claims remain anchored in
the low-400K zone, and corporate layoff announcements have not increased in the
aggregate (the problem with the labor market is the lack of new hiring, not layoffs). ISM
business surveys are running at levels consistent with real GDP growth around 1.5%-2%.
Car sales held steady in August relative to July, suggesting no sudden drop-off in final
demand. Core retail sales slowed in August, but are still trending at a +3.4% annualized
rate (not strong, but better than last summer’s near-zero run rate and the -12% Great
Recession nadir). Employment growth was modest, but still positive in August (excluding
strike effects). Our Cyclical Risk Indicator, a composite of various leading indicators, has
weakened noticeably, but is tracking in shallow growth territory. Our recession model
currently points to recession probability of about 1 in 3.

What might explain the lack of follow-through from confidence to activity? Either lags are
the issue, and the “hard data” will respond more convincingly to the fall in confidence in
due course; or, the confidence data were disproportionately impacted by its survey
collection in close proximity to the debt ceiling/US downgrade dyspepsia of early-August,
and business conditions are not as grim in reality. We may not know the answer for a
number of weeks. For now, we are inclined to give more weight to the hard evidence.

The US economy is nevertheless flying at a disconcertingly low altitude, and is
therefore vulnerable to exogenous shocks. European debt contagion is the shock of the
hour, which carries the threat of becoming the recessionary tipping point for the US and
global economy. Even without a dreaded European-style “Lehman moment,” the lingering
fear of another crisis is bound to dampen consumer, business, and investor confidence.

We revised down our growth outlook substantially last month but make no major
changes in this month’s review. Europe’s troubles make this forecast more provisional
than usual. As a baseline, we expect real GDP growth of 1.8% on average during the
second half of 2011, and 2.2% next year. We made two minor changes to our H2:2011
quarterly profile. We revised up our third quarter forecast to 1.7% (from 1.5%), mainly due
to a large narrowing in the July trade balance and stronger defense spending. We shaved
our Q4 forecast to 1.8% (from 2.2%). Our growth forecasts would leave the unemployment
rate tracking around 9% through our forecast horizon, regrettably more because labor
force participation shrinks than employment opportunities proliferate.

Financial stability risks aside, the economy is hamstrung by structural depressants.
The continued fixation on remaining liquid on the part of businesses, banks, and
households — a legacy of the Great Recession’s brutality - hinders demand growth and job
creation. Long-term unemployment is at modern-era highs; this overlaps with the sluggish
pace of household formation and has contributed to the unusually slow recovery in
consumer spending on services, the largest “missing block” of GDP during the recovery so
far. Of course, housing is not supplying its usual early-cycle tailwind.

Meanwhile, the state and local fiscal squeeze has been gaining in intensity with respect to the
job market and its drag on GDP. Federal fiscal tightening — heretofore a net support for the
economy — threatens to join the state and local drag absent legislative action because of
expiration of stimulus measures. Without further policy intervention, total net fiscal tightening at
the federal, state, and local level is pre-programmed at about 2.5% of GDP next year.
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However, our baseline forecast expects, incorporates, and depends on less fiscal drag than
that.

President Obama has offered a $447bn stimulus of payroll tax cuts, state and local aid,
infrastructure spending, and jobless benefit extension. The plan faces the normal political
hurdles, and so much of it — particularly new spending initiatives - will not find its way to
the President’'s desk. An extension of the payroll tax cut looks acceptable to all political
factions, although paying for the plan with permanent tax increases (the President’s
proposal) will be difficult for many in Congress to swallow (and difficult to justify as
“stimulus). A payroll tax cut for employees would raise after-tax incomes (all else equal)
and help support consumer demand. We have already factored this (and a few other
items) into the baseline for next year, so enactment would not raise our forecasts (failure
to pass anything on this front would lead us to reduce next year’s growth forecasts by
about ¥z ppt.). Either way, a “game changing” stimulus for the economy does not appear
to be in the cards (or even in the proposals).

Corporate profits should continue to outperform the economy, but perhaps by a
lesser margin than the last couple of years. We expect annual average profit growth
on a national income basis at 6.7% this year and 4.6% next year. On these assumptions,
the profit share of GDP would edge up slightly beyond its current half-century highs.

Exhibit 10: Corporate Profit Share of GDP
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Headline CPI inflation on a y/y basis should remain above 3% for the rest of this
year, but current levels of oil and gas futures — if maintained — would bring inflation
down below 2% by next spring. It's the change in prices, not the level, that is most
relevant for inflation calculations. So flat energy prices, if maintained, would eventually
result in the headline converging to the lower core rate.

Core inflation should continue edging modestly higher over the near term, and then
stabilize. We expect core CPI to finish 2011 at 2.1% (from 1.6% currently), and core PCE
at 1.9% (from 1.2%), with similar expectations for next year. Commodity price “pass-
through” and a normalization of rental inflation have been putting upward pressure on core
inflation in recent months. The former is unlikely to persist now that commodities have
flattened; the latter could be more enduring. Even as the trend looks modestly higher,
core inflation faces a steep uphill climb against persistently large output gaps and
resistance by consumers whose employment prospects are healing only slowly.
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On Fed policy, we continue to expect an easing move to be announced with the
September 21 FOMC policy statement. It will likely take the form of active portfolio
maturity extension (“Operation Twist”). This would involve the Fed deploying its portfolio
cash flow and from selling its short-dated Treasury holdings to buy longer-dated
Treasuries. Our rates strategists estimate that such an active version of duration extension
would be akin to the Fed purchasing about $400bn in 10-year notes. It's hard to expect
further monetary stimulus making a meaningful difference to the economic outlook, with
10-year Treasury yields already near all-time lows, and the economy’s apparent resistance
to new stimulus (a telltale sign that the US has entered the realm of a liquidity trap). The
Fed will likely argue that such a program keeps financial conditions easier than they
otherwise might be, the costs of doing something are low (inflation risk is muted), and
doing something is better than doing nothing in the current environment.

Quarter-to-Quarter % 2011 2012E Q4/Q4 Annual Average
Changes at annual rates QL Q2 Q3E QE| Q1 Q2 Q3 04 | 09 10 1E  12E | 09 10 1E 12

Real GDP 04 10 17 19 | 22 22 23 23 | 05 31 12 22 | -35 30 16 20
Consumer Spending 21 04 16 17 | 21 21 21 21 |02 30 15 21 |-19 20 21 19
Residential Investment 25 34 16 19 | 25 25 25 24 |-129 63 03 25 |-22 43 24 19
Business Investment 21 99 48 60 | 59 55 66 59 |-144 111 56 60 |-179 44 74 60

Equipment & Software 87 78 41 85 | 65 78 77 75 | 58 166 73 74 |-160 146 93 71

Non-Res Structures 144 158 118 25 | 25 24 37 04 |-292 -18 32 20 |-212 -158 33 43
Total Government 59 09 08 00 |-001 01 -01 01|11 01 -15 01| 17 07 17 00
Net Exports (contr. to GDP, %) 03 01 06 01|00 00 00 00|11 06 01 00 | 10 05 01 01

Real Exports 79 31 101 75 71 70 69 68 | 01 88 71 70 | 94 113 76 72

Real Imports 83 19 44 53 | 55 57 56 56 | 65 107 49 56 |-136 125 55 52
Inventories (contr. To GDP, %) 03 03 06 0100 00 00 00 |02 07 -02 00| -08 16 -02 -01
Nominal GDP 31 35 31 32 | 42 29 47 43 | 00 47 32 40 | 25 42 36 37
CPI (yly%) 22 33 37 36 | 28 18 18 18 | 15 12 36 18 | 03 16 32 20
Core CPI (yly%) 11 15 19 23 | 23 21 18 18 | 1.7 06 23 18 | 17 10 17 20
Core PCE (yfy%) 11 13 17 20 | 20 18 17 16 | 17 10 20 16 | 16 14 15 18
Corp. Profits w/CCadj and IVA (yly%) 88 83 47 50 | 50 34 54 48 | 618 182 50 48 | 91 322 67 46
Industrial Production 49 04 50 22 | 17 18 22 24 | 55 63 31 20 |-112 53 39 23
Unemployment Rate (qtr. Avg., %) 89 91 91 91 |91 91 90 90 |100 96 91 90 | 93 96 91 91
Federal Budget Surplus/Deficit (% GDP) 101 -90 86 70
Federal Debt/GDP Ratio (%) 541 628 69.0 737
Current Account Surplus/Deficit (% GDP)| . 27 32 35
Fed Funds Rate (end of pd.%) 0-25 0-25 0-25 0-25|0-25 0-25 0-25 0-25|0-25 0.-25 0-25 0-25
Source: BEA, CBO, Credit Suisse estimates, Federal Reserve, Haver Analytics®
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Japan: Sub -1% growth anticipated for 2012

The economic outlook has continued to deteriorate and we made the fifth downgrade to
our annual economic forecast since end-April this month. We now look for -1.1% and
+0.9% for real GDP growth for CY2011 and CY2012, respectively.

Peaking-out of exports and industrial production would be the near-term threat to the
economy. Although a substantial drop in industrial production looks unlikely, the elevated
inventory levels in the ex-auto manufacturing sector suggest risk that production correction
could be extended until the spring next year if the global year-end sales of consumer
electronics finish weaker than most firms are now envisaging. We need to be vigilant if the
real GDP makes the second-straight negative quarterly growth in the January-March
quarter (as our base case scenario, we project real GDP to contract by about 1%
annualized in the October-December quarter after a 3% expansion in the current quarter).

Our current forecast of +0.9% for real GDP growth rate for CY2012 is estimated to be
consistent with high-3% growth for the world real GDP. In this sense, our annual growth
forecast for CY2012 does not have any major pessimistic bias. Yet, it is important to note
that our forecast virtually assumes “neutrality” for an additional fiscal package for
rebuilding the devastated areas hit by the earthquake in March. We expect disorders of
debates on temporary tax hikes to fund the reconstruction spending to prevent the
government from deciding on a material package.

Quarter-to-Quarter % 2011 2012E Financial Year Calendar Year

Changes at annual rates Q1 Q2 Q3E Q4E Q1 Q2 Q3 Q4 09 10 11E 12E 09 10 11E 12E
Real GDP 36 28 34 -13 0.6 2.2 1.8 1.9 2.4 2.3 -1.0 14 6.3 4.0 11 0.9
Domestic Demand Growth 2.8 17 14 0.1 0.7 2.0 16 18 2.7 15 0.7 18 -4.8 22 0.2 16
Consumer Spending 25 03 24 -08 0.8 12 12 12 0.0 0.8 -0.3 1.0 -19 18 -0.7 0.8
Private Residential Investment 0.8 -7.3 2.0 0.8 0.8 1.6 1.6 12 | -182 -03 0.6 13 -14.0 -6.3 2.1 0.7
Capital Expenditures 55 -100 12 0.0 2.0 2.0 2.0 32 | 136 42 232 12 -16.7 2.1 -2.0 0.2)
Inventories (contr. To GDP) -11 11 0.0 03 -0.4 01 0.0 0.0 11 05 0.2 0.0 -15 0.6 0.1 0.0
Government Expenditure 3.6 2.0 12 0.8 32 32 2.0 2.0 35 2.2 2.0 2.3 3.0 2.2 2.2 22
Public Investment 40 125 20 32 6.0 5.0 5.0 40 | 142 -100 -03 43 104 -34 5.3 49
Net Exports (contr. to GDP) 09 30 15 14 | -01 0.3 0.3 0.2 0.3 0.9 -0.9 01 -15 18 -0.7 0.2)
Real Exports Growth 00 -181 148 59 2.0 32 32 24 96 170 -33 2.3 -23.9 239 -12 1.0
Real Imports Growth 6.2 0.2 6.0 41 32 2.0 2.0 16 | -11.0 110 34 2.7 -15.3 9.8 4.6 3.0
Nominal GDP Growth (y/y%) 28 33 29 20 | -04 15 1.2 1.8 237 04 2.8 11 -6.6 1.7 231 0.3
Industrial Production (y/y%) 25 70 05 -25 0.8 6.5 1.0 34 -8.8 9.0 2.3 29 -21.9 16.5 231 29
CPI excl. fresh food (y/y%) 07 03 0.3 0.1 01 01 -02 0.0 16 -09 0.0 0.1 113 -1.0 0.1 0.1
CPI excl. food and energy (y/y%) -4 08 10 -15¢ -12 -211 -11 12| -10 -14 11 -11 09 1.2 -1.2 1.2
Call Rate (at end of QTR) 0-01 o001 o001 001/ 001 o001 001 001} 01 001 001 001 0.1 0-0.1  0-0.1 0-0.1
Current account bal. to GDP% 2.8 16 2.1 24 2.8 2.9 2.9 3.0 2.8 34 2.2 2.9 2.8 35 2.2 2.8
Fiscal balance to GDP % 95 94 -107 96
Government debt to GDP % 216.1 2219 2295 2342
Unemployment rate % 47 4.6 46 47 47 46 4.6 47 5.2 5.0 4.6 47 5.1 5.1 4.7 4.6

Source: Credit Suisse estimates, Thomson Reuters DataStream
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Euro Area and UK: Double whammy

We have cut our growth forecasts for this year and next. We now expect euro area GDP to
grow by 1.7% in 2011 and 1.0% in 2012. It is now clear that the political uncertainty and
financial turbulence of the past two months have had a negative impact on business
confidence and activity in Europe. The latest round of business surveys generally shows a
precipitous fall in business confidence and, to a lesser degree for now, activity. For a
recovery predominantly driven by business spending, such a “confidence shock” is likely to
mean weaker growth. And we now expect output growth in both the euro area and the UK
to be more or less flat in H2 this year. These economies are likely to skirt recession and in
the absence of a new shock, probability models suggest the chances of recession in
Europe are around 40%, but those chances have risen sharply in the past few weeks.

However, we expect this to be a brief pause in recovery in our central scenario, rather than
a relapse back deep into recession. The financial and economic health of the corporate
sector makes the prospect of deep cuts in output unlikely. However, there are
considerable risks to this forecast. The biggest downside risk would be another disruptive
financial shock. Unfortunately, the continued euro area government debt crisis, particularly
renewed uncertainty over the Greek rescue package, provides a potential source of such a
shock.

And the euro area’s fiscal problems mean any re-acceleration in growth in early 2012 is
likely to be subdued. Despite the likelihood that growth this year and next will be lower
than governments expect, we think they will continue to meet their deficit projections for
2012. But further, pro-cyclical, fiscal tightening will be needed to achieve that, which will
prove an additional headwind to growth early next year. Economies without the need to
tighten policy further, such as Germany, are likely to see a more lively rebound, in our
view.

A prolonged period of weak growth should keep the ECB on hold in our view, but this is
provided the euro area does not experience a renewed slide into recession or a
substantial financial accident materialises. At its September monetary policy meeting, the
ECB acknowledged that risks to the economic outlook are on the downside and this is also
the risk to our rate outlook. Forthcoming data will thus be key.

Cyclical indicators point to a marked slowdown in growth in the UK as well. That remains
exacerbated by the financial volatility from the euro area. We now assume that UK GDP
will not grow at all in the second half of the year, before seeing a modest but strengthening
rebound through the course of 2012. As such, we expect UK GDP to grow just 1.0% this
year and 1.5% next. This phase of economic weakness is also manifesting itself in rising
unemployment. We think the Bank of England MPC will respond to this by easing policy
and it should embark on a programme of £50bn of new asset purchases at its meeting in
October. Although it is possible that the Bank buys assets other than government bonds,
we think the bulk of these new purchases will be in gilts.
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Quarter-to-Quarter % 2011 2012E Q4/Q4 Ann. Avg.
Changes at annual rates Q1 Q2 QE Q4E | Q1 Q2 Q3 Q4 09 10 11E 12E 09 10 11E 12E
Real GDP Growth
Germany 5.5 0.5 17 0.6 19 2.8 32 34 2.2 38 21 2.8 5.1 3.6 3.0 2.0
France 3.6 -0.2 0.7 -0.3 1.2 17 21 19 -0.6 14 1.0 17 2.6 14 15 1.0
Italy 0.5 13 01  -07 | -04 -01 0.9 12 -3.0 15 0.3 04 5.2 12 0.7 0.0
Spain 11 0.9 0.0 -1.1 0.0 11 17 1.9 -3.0 0.6 0.2 12 3.7 0.1 0.6 04
Netherlands 34 0.6 2.9 -0.2 0.5 2.0 2.8 2.8 -2.2 1.9 16 2.0 -35 16 2.0 14
Euro Area GDP g/q ann 34 0.9 0.8 05 0.8 14 24 2.7 2.0 1.9 11 1.8 4.1 17 17 1.0
Consumer spending 13 -0.8 0.9 1.0 11 15 1.6 17 -05 11 0.6 15 -12 0.8 0.7 11
Government spending 32 0.0 0.6 0.5 0.6 0.6 0.8 0.8 17 0.1 11 0.7 24 0.3 1.0 0.6
Investment 9.0 34 0.8 -1.2 11 3.0 4.7 4.8 -9.6 13 29 34 | -115 0.9 3.2 18
Final domestic demand 32 0.2 0.8 0.5 1.0 1.6 2.0 21 2.0 0.9 12 17 2.7 0.3 13 11
Net exports (con. To GDP) 0.1 0.7 0.3 03 | 03 -03 -02 0.1 0.5 04 0.2 0.2 0.9 0.8 0.5 0.1
Exports 74 5.6 2.8 21 37 44 5.2 5.6 52 114 45 47 | -130 110 6.5 38
Imports 75 4.3 2.2 3.0 4.6 5.2 5.9 5.6 67 108 42 53 | -115 9.2 5.7 4.3
Inventories (con. To GDP) 0.2 0.1 04 07 0.1 0.1 0.6 0.5 -0.6 0.6 -0.2 0.3 -0.6 0.5 0.0 0.0
Industrial production (y/y%) 6.5 4.1 19 09 | 25 25 -10 0.9 -7.1 8.1 -0.9 09 | -146 7.5 29 -13
Nominal GDP (% yly) 37 3.0 2.7 2.7 2.0 22 27 3.6 -1.6 3.0 27 3.6 31 2.6 3.0 2.6
CPI (yly%) 25 2.8 2.6 2.8 21 17 17 1.6 04 2.0 2.8 16 0.3 16 2.7 17
Core CPI (y/y%) 11 16 13 18 16 16 16 14 11 11 18 14 14 1.0 15 15
Current account (% of GDP) 03 -01 0.0 01| 02 -03 -03 0.3 0.5 03 01 -03 0.6 -0.6 0.1 -0.3
Government balance (% of GDP) -6.3 -6.0 -3.9 -3.0
ECB repo rate (end period) 100 125 150 150 | 150 150 150 150 100 100 150 150
Source: Credit Suisse estimates, Thomson Reuters DataStream
UK Economic Forecasts
Quarter-to-Quarter % 2011 2012E Q4to Q4 Annual Average
Changes at annual rates Q1 Q2 Q3E  Q4E Q1 Q2 Q3 Q4 09 10 11E 12E 09 10 11E 12E
Real GDP 19 0.9 13 -0.5 15 25 29 32 -2.8 15 0.9 25 -4.9 1.4 1.0 15
Consumer spending 2.3 0.0 12 12 1.6 1.6 1.6 1.6 -1.1 0.3 0.0 1.6 -3.3 0.9 04 14
Government 2.0 0.0 2.0 2.0 -1.2 -1.2 -12 -12 04 0.9 -0.5 -1.2 1.0 1.0 0.3 -14
Investment 1.7 21.6 0.0 0.0 41 41 8.2 8.2 -14.2 7.2 2.9 6.1 -15.4 3.7 2.7 45
Domestic demand -3.6 38 0.8 -11 0.9 14 2.0 2.0 2.7 29 0.0 1.6 5.5 2.7 0.2 1.0
Inventories (contr to GDP) 1.7 0.8 0.5 14 -0.5 0.0 0.0 0.0 0.3 17 -0.5 0.1 -1.2 15 0.0 -0.3
Net exports (contr to GDP) 5.6 2.9 0.5 0.6 0.9 14 2.0 2.0 0.1 -1.2 0.9 0.9 0.9 -1.1 0.3 0.9
Export growth 9.8 45 41 2.0 41 5.9 74 8.2 -4.6 5.6 5.1 6.4 -10.1 5.2 7.1 47
Import growth 9.1 14.8 2.0 0.0 2.0 2.0 41 41 -4.5 9.2 16 3.0 -11.9 8.8 40 2.8
Industrial production (y/y%) 2.0 0.2 13 15 24 4.3 32 32 -6.0 33 15 32 -10.1 2.1 11 33
Nominal GDP growth 6.8 41 41 41 2.8 2.8 2.8 2.8 -1.7 47 4.7 2.8 -35 4.3 4.7 33
CPI (yly%) 42 45 4.7 4.6 34 3.0 29 2.6 21 34 4.6 2.6 22 33 4.4 2.9
Current account (% GDP) 1.7 25 12 0.1
Govt balance (% GDP) 114 104 79 6.2
BOE repo rate (end period) 050 050 050 050 | 050 050 050 050 050 050 050 050
Source: Credit Suisse estimates, Thomson Reuters DataStream
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Switzerland: SNB sets CHF limit

Following a few weeks of other attempts to counter the drastic currency appreciation (i.e.,
lower interest rates through significantly increased sight deposits of banks), the Swiss
National Bank (SNB) announced a “CHF limit” on September 6. The limit takes the form of
a floor for EUR/CHF at 1.20 and the pair has traded just above that level since.

In contrast to prior currency market interventions in 2009/2010, SNB communication is
much more explicit this time. The SNB intends to prevent appreciation of CHF beyond the
limit with “utmost determination” and is willing to “buy foreign currency in unlimited
guantities.” In addition, the SNB stressed it would consider additional measures if the
economic outlook and deflationary risks require this but did not specify what they could be.
Even at current levels, the SNB considers the Swiss franc to be overvalued and
anticipates further depreciation. If depreciation fails to materialize, the SNB might consider
moving the imposed EUR/CHF floor higher, in our view.

The actual amounts of intervention will only be available with a lag. Given the strong
verbal commitment, the limit might be achieved with fairly low volumes. However, following
the recent uncertainties in Europe and increased market pricing for a Greek restructuring,
safe haven demand for CHF might have remained strong and the amounts required might
have already been significant. The SNB stated that it will keep banks’ sight deposits
“significantly above CHF 200 billion” and this suggests that this time the currency
intervention is not sterilized.

In its latest quarterly monetary policy assessment (September 15), the SNB revised down
its inflation forecast significantly and referred to deflation risks again. It now expects
inflation to be negative in 2012 (-0.3%) and to remain below 1% until the outer end of its
forecast horizon (mid-2014). This confirms our assessment that any form of policy
tightening is unlikely in the foreseeable future.

Meanwhile, economic growth in Switzerland held up fairly well so far despite the burden
posed by the CHF strength. In Q2, real GDP increased by 0.4% QoQ, and the year-on-
year growth of 2.3% remained only slightly below the growth rate of 2.5% in Q1 2011.
Nevertheless, the effects of currency strength should become more pronounced in the
coming quarters. Available economic indicators have fallen noticeably from high levels.
The Swiss PMI is still slightly above the 50-point threshold (at 51.7 points), but declined
significantly by 7.5 points over the past three months. We continue to expect GDP growth
to average 1.9% this year but have revised down our growth forecast for next year slightly
to 2.0% (previously 2.2%).

Switzerland Economic Forecasts

Quarter-to-Quarter % 2011 2012E Q4/104 Annual Average

Changes at annual rates Q1 Q2 Q3E  Q4E Q1 Q2 Q3 Q4 09 10 11E 12E 09 10 11E 12E
Real GDP 2.6 14 0.2 0.2 21 2.8 4.6 3.6 0.1 31 11 33 -1.9 2.7 19 2.0
Consumer Spending 0.5 0.9 29 2.1 13 0.1 2.1 17 2.1 2.0 1.6 13 14 17 13 15
Government 4.7 115 2.7 3.2 -102 102 2.7 24 3.8 0.1 3.0 1.0 33 0.8 18 12
Investment 4.4 -7.6 -12 12.3 3.9 -25 4.0 6.0 0.4 8.1 17 2.8 -4.9 75 4.0 2.9
Domestic Demand 0.7 0.1 2.3 4.6 0.3 0.9 2.7 2.7 19 3.2 19 1.6 0.1 2.9 21 19
Exports 14.1 51 -134 119 8.8 18.4 2.1 -25 0.0 75 12 5.3 -8.6 8.4 35 5.0
Imports 75 -6.6 11.6 24 161 -11.1 129 04 -15 75 35 4.0 5.5 7.3 35 45
Inventories (growth contrib. in bps) 19 04 3.8 -4.8 35 4.2 31 -19 0.6 -13 04 -0.3
CPI (yly%) 0.6 04 0.3 0.1 0.1 0.2 15 2.0 0.5 0.7 0.3 1.0
Three-Month LIBOR Target Rate 025 025 0025 0-0.25|0-0.25 0-025 0-0.25 0-0.25
Source: Credit Suisse estimates, Thomson Reuters DataStream
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Scandinavia: Wait and see
Sweden

The Riksbank kept rates unchanged this month as widely expected, but still sounded fairly
hawkish. The repo rate path was adjusted down only “slightly” and the new rate
projections showed rates on hold until only early next year. The banks’ projections are a
touch more aggressive than our own. The Riksbank projected 75bp higher rates by the
end of 2012, vs. our 50bp worth of hikes.

As for Norway, we think the main headwind remains the situation in the euro area and, as a
consequence, in (distressed) financial markets. And given how slowly we are moving
towards a solution — if anything — of the debt crisis, it is plausible to expect further downward
revisions to the central bank’s rate expectations. This is on top of Swedish growth slowing in
the next six to nine months. The confidence shock, particularly sharp in the euro area, is
likely to have a negative impact on the Swedish economy too, via weaker external demand.

2010 2011E 2012E Annual average
| I Il v | I HE IVE IE IIE lE IVE 08 09 10 11E 12E
Real GDP, g/q% 1.9 2.0 19 16 0.8 1.0 0.2 0.2 0.4 0.4 0.8 0.8
yly% 2.9 45 6.6 7.6 6.4 5.3 36 2.2 18 1.2 18 25 | -08 -53 54 43 18
CPI, yly% 0.7 0.9 11 19 26 33 34 2.7 18 15 17 2.0 35 03 13 3.0 18
Policy rate (end period) 025 025 075 125 [150 175 200 200 |200 200 225 250 [200 025 125 200 250

Source: Credit Suisse, © Datastream International Limited ALL RIGHTS RESERVED

Norway

“The decision [of keeping rates unchanged in August] must especially be seen against the
background of the recent flare-up in financial market turbulence and clear signs of weaker
growth internationally,” said the Norges Bank Governor in early August. Today, the Bank is
still at the mercy of international events and developments. The latest example was the
SNB announcement on the EURCHF. Such a decision spurred a strong flow into NOK,
rapidly reversed once the situation in the euro area turned more sour on the back of
speculations of an imminent Greek default. Norway must be prepared for currency
fluctuations, as acknowledged by the finance minister.

Where this leaves the Norges Bank is a difficult call to make — for everybody. The
domestic economy is still performing relatively well. Q2 GDP was solid and cyclical
indicators are consistent with good growth ahead, although recent evidence from
production was less buoyant. Despite low inflation — core inflation came well below
expectations in August — the Norges Bank would still like to see higher rates. However, the
external environment is likely to push the central bank to the same August conclusion: let's
wait and see. We also think that next year's growth— to be published by the Norges Bank
in October - should be revised down on the back of deteriorating prospects abroad and a
crisis of confidence which is likely to touch the Norwegians too.

Norwegian Economic Forecast

2010 2011E 2012E Annual average
| I Il v | I lHE  IVE IE IIE lE  IVE 08 09 10 11E 12E
Real mainland GDP, g/q% 0.7 0.2 0.9 04 05 1.0 0.2 05 0.3 0.3 0.7 0.7
yly% 14 1.8 2.8 22 19 2.7 2.0 22 2.0 13 1.8 2.0 16 16 21 22 1.8
CPl, yly% 29 2.6 19 22 14 14 1.6 16 1.0 12 1.8 18 38 22 24 15 14
Core inflation (CPI-ATE), yly% 2.0 15 12 1.0 0.8 1.0 11 0.7 0.7 0.7 0.9 15 2.6 2.6 14 0.9 1.0
Policy rate (end period) 175 2,00 200 200 |200 225 225 225 [225 250 250 275 |300 175 200 225 275

Source: Credit Suisse, © Datastream International Limited ALL RIGHTS RESERVED
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Canada: Big shift

JogatzhaQBBaSgg US and European recession risks have increased and suggest downside risks to our prior

+1 212 538 14 . . . . . .

onathan basile@credit-suisse.com Canadian growth and inflation projections. It also means Bank of Canada rate hikes
should be off the table for the foreseeable future.

GDP Downgrade. We lowered our growth profile for H2 (to 2.0% from 3.0%) and for 2012
(to 2.0% from 2.6%). The shift in growth momentum in Q2 was more abrupt than we
thought, so H2 has a lower base to start from. But the cut in our US growth forecast is the
main factor behind our slower Canadian outlook. Canadian growth should lean away from
exports and more on domestic demand over the next 18 months. This means weak export
results are the baseline, and soft outcomes from monthly trade reports should not surprise.

Watch For Spillover. The more concerning development would be if domestic demand
faltered from spillover effects of weaker external demand. That's where the bigger focus
should be when monitoring the Canadian economy in coming months. Watching (timely)
hours worked (Exhibit 11, labor input in GDP) is a good place to start.

Exhibit 11: Canada Total Hours Worked (QoQ% annualized)

Five Percent Turning Point: QoQ growth of 5% or more has
15 ~ always been followed by slower growth in the next quarter

J Q3 is Jul/Aug avg = 5.0%
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Sources: Statistics Canada, Credit Suisse

Core Inflation Downgrade. We reduced our core inflation outlook because of our growth
downgrade. Core CPI inflation should trend between 1% and 1% percent through year-
end 2012, squarely below the BoC'’s 2 percent target.

Introducing Our Unemployment Forecast. Progress on lowering unemployment should
stall over the next few quarters. We think that Canadian employers could be faced with
more uncertainty in the current environment of increased recession risk outside of Canada.

Flat BoC. Until the outlook clears, we are keeping the overnight rate flat at 1.00% through
the end of 2012. If recession risks increase further, so do the chances of rate cuts. If
recession risks recede and growth accelerates more quickly, there could still be rate hikes
later in our forecast horizon.

Canada Economic Forecast

2011 2012 Q4/104 Annual Average
Q1 Q2 Q3E Q4E  QIE Q2E Q3E Q4E 09 10 11E 12E 09 10 11E 12E
Real GDP (QoQ% ann.) 36 0.4 15 25 22 2.2 2.2 22 -1.4 33 18 2.2 2.8 32 2.2 2.0
CPI (YoY%) 2.6 34 29 2.8 23 17 2.2 22 0.8 23 2.8 22 0.3 18 2.9 21
Core CPI (YoY%) 13 1.6 16 1.7 1.7 15 1.8 17 1.6 1.6 1.7 17 18 1.7 15 1.7
Unemployment Rate (avg, %) 7.7 75 7.3 74 75 75 74 7.3 8.4 7.7 74 7.3 8.3 8.0 7.5 74

BoC overnight rate (end-pd., %) 100 1.00 1.00 1.00 100 100 100 1.00 025 1.00 1.00 1.00

Sources: Statistics Canada, Bank of Canada, Credit Suisse. ‘E’ is estimated.
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Australia: Resilient but not immune

Australia’s biggest strengthens are also its biggest weaknesses.

Growing economic ties to Asia and a healthy banking sector are two key strengths. Asian
growth is pivotal to Australian growth. The threat of a double-dip recession in the North
Atlantic, however, is adding to concerns over the Asian growth story. Furthermore, the
fallout from growing concerns over the European periphery continues to stress funding
markets. Another severe and prolonged seizure in funding markets would eventually
impact the banking sector, and pose a significant threat to policymakers. The markets see
this scenario as almost inevitable, with Armageddon fully priced.

Armageddon priced as shear panic meets softening economic data...

As we highlighted in last month’s publication (see Global Economy - Australia: Sideswiped
by slow-moving global train wreck), some cracks are beginning to show, and widen,
beneath the surface of the commodity driven economy. The strength of the currency is
adversely affecting those sensitive sectors outside of mining, and the extreme volatility in
the markets is weighing on confidence. Indeed, the significant divergences within the
economy are seemingly growing as the terms of trade induced mining expansion surges
ahead, whilst consumers remain cautious and continue to deleverage. The data released
over the month were mixed. The capital expenditure, retail trade and 2Q GDP reports
all came out on the high side of expectations; yet confidence worsened and the labour
market report showed a fall in employment (rise in unemployment rate). We note that the
employment report is not quite as bad as some market pundits have made out, as average
hours worked continued to climb. If the average work week had remained around 32.4,
then the extra headcount required to meet the demand would be +140k.

Exhibit 12: Labour force survey Exhibit 13: Average weekly hours worked

Unemployment bounced to 5.3%
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RBA drops tightening bias

The most important development over the month was the giant leap backwards by RBA
officials. In August, the RBA had ‘contemplated’ a rate hike following a stronger than
expected CPI report. In September, the RBA moved to a neutral stance, slashed its
growth forecasts, and told the market it is prudent to ‘sit still during periods of extreme
turbulence’. See AUD Rates Update: ‘Unsettled markets’ cause RBA to drop line that it is
appropriate to exert restraint. The RBA Governor delivered a strong speech in September
that emphasized that should deteriorating conditions demand reaction, both the
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Exhibit 14: Capital expenditure - expectations
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Government and central bank stand ready, with ‘ample policy ammunition’ (See AUD
Rates Update: Lock, Stock and two smoking barrels). We had previously removed our
forecast tightening by the RBA, and continue to expect the central bank to remain on hold
until further notice. To call for an RBA policy easing is to call for North Atlantic recession
and/or funding market meltdown — we are not there yet.

Exhibit 15: Market pricing for RBA policy

Mining alone will add over 2%pts to growth in 2012...
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RBA Output Growth and Inflation Forecasts.
August Statement on Monetary Policy

Dec-10 Jun-11 Dec-11 Jun-12 Dec-12 Jun-13 Dec-13

GDP growth 2.7 1.25 3.25 45 3.75 3.75 3.75
Non-farm GDP 2.2 1 3.25 45 3.75 3.75 3.75

CPl inflation 2.7 3.6 35 25 35 3.75 3.25

Core inflation 2.25 2.75 3.25 3 3.25 3.25 3.25

RBA Cash Rate* 4.75 4.75 4.75 4.75 5.0 5.25 55

RBA Technical assumptions include A$ at US$1.07, TWI at 77 and Tapis crude oil price at US$118 per barrel

Source: RBA, *Credit Suisse forecast of the cash rate trajectory
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concerns set

Chris Green Despite the recent sharp intensification of global financial market risks and a dampening in

Director, Economics & Strategy
First NZ Capital

global growth prospects, the NZ economy continues to remain in a reasonably favourable

+64 93025509 POSition, particularly relative to the US and a number of peripheral Euro zone economies.
chris.green@fnze.conz |n particular, factors likely to support a continued recovery in economic activity over the

year ahead include:

e NZ's export performance is increasingly dependent on the prospects of faster growing
Asian economies, as opposed to the slower growing US and Euro zone bloc.

e While NZ's domestic economic activity is not immune to global developments and
continues to remain vulnerable to any additional weakness, the undertaking of the
Canterbury rebuild beginning in 2012 is largely insulated from these effects.

¢ While having come off recent historic highs, NZ's export commaodity prices remain at
elevated levels and continue to provide a supportive external sector boost to growth.

e NZ's fiscal position continues to remain favourable relative to other developed
countries and is unlikely to require additional significant tightening over the year

ahead.

While the Official Cash Rate (OCR) at 2.50% remains at a historically low levels, the
RBNZ is not at the near-zero boundary of nominal interest rate settings. As a result, this
gives the RBNZ some additional monetary policy flexibility to cut rates were the NZ

economy to slow significantly.

Exhibit 16: Activity Outlook and GDP
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Source: Statistics NZ, First NZ Capital
New Zealand Economic Forecast
2009 2010 2011E 2012E
Real GDP (ann avg % change) 2.0 1.7 21 3.6
CPI (ann avg % change) 2.1 2.3 4.4 2.8
Current Account (% of GDP) -2.8 4.1 -4.6 5.4
Policy Rate (end-year) 2.50 3.00 2.50 3.75
Source: First NZ Capital
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Non-Japan Asia: How worried should we be?

Asian growth is set to slow more sharply than most expect over coming months. With the
fiscal support provided during the Global Financial Crisis (GFC) removed and the lagged
effects of higher interest rates working their way through, we had expected the Asian
economies to soften from 2Q11. Now that the western world is teetering on the brink of a
recession, the outlook has dimmed further.

Unfortunately, there is little to suggest that large parts of Asia remain anything other than
highly susceptible to growth developments in the US and Europe. Even at the July level of
the US ISM, Eurozone PMI and Asian PMI new order series, our analysis suggests
sequential real export growth is set to grind to a halt in non-Japan Asia.

In Asia’s Risk List (27 July), we assessed the relative vulnerability of the different Asian
countries to a US and European demand shock, arguing that Taiwan, Malaysia and
Singapore were the most exposed with India, Indonesia and China being the least. Given
that risk has now turned to reality, we have re-visited our GDP growth forecasts with this
conclusion in mind.

The new projections are framed in the context of what we expect in terms of a fiscal and
monetary response as well as likely commodity price developments (all discussed in this
report). These numbers are consistent with near zero sequential GDP growth in several
countries during 3Q11 and 4Q11, followed by sub-trend increases everywhere during
2012. The downturn may not prove to be all that severe, certainly compared with that
during the GFC, but, equally, any improvement next year looks set to be muted.

China's external and domestic economic environment has deteriorated since our last
forecast revision. We believe export growth may soften towards the mid-single digits in the
coming months. Meanwhile, the domestic economy has been dragged by two major
factors—slowing infrastructure investment and financial distress among the SMEs. Sitill,
we believe that China is unlikely to get into a hard land scenario, based on the currently
available information. The manufacturing PMI is pointing to further growth deceleration,
but the non-manufacturing PMI has been surprisingly resilient, supported by retail sales.

We have revised down our GDP growth forecast to 8.6% for 2011 and to 8.2% for 2012.
Over the next four quarters, we expect China’s yly growth to be in the range of 7.5-8.5%,
but in annualised g/q terms, it may drop below 7% for at least two quarters. We have also
revised down our projection on CPI inflation (year-average) to 5.4% and 4.4% for 2011
and 2012, respectively. This is to reflect the slowdown in commercial activities, but we
would like to point out that a larger part of the inflation story is structural; hence, the
moderation is expected to be slow. We have also revised down the extent of expected
interest rate hikes in the near future. We now expect one more 25 bp interest rate hike for
the remainder of 2011, and two more hikes in 2012. We expect neither a reversal in the
monetary policy normalisation process nor a large scale fiscal expansion, at least for the
remainder of this year. Broadly speaking, we believe Beijing may be fine with a growth
pace above 7% and inflation rate below 5%. Within this range, the leaders in Beijing may
consider the growth softening to be within expectation and desired.
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Year average 2011 Year average 2012
CS Cs CS CS
Previous* New Consensus Previous* New Consensus
China 8.7 8.6 9.2 85 8.2 8.8
Hong Kong 5.2 5.0 5.7 4.6 4.0 5.0
India** 75 7.2 77 75 7.3 8.1
Indonesia 6.0 6.0 6.4 55 5.5 6.4
Korea 4.4 4.0 4.2 43 37 4.4
Malaysia 53 4.6 4.9 5.8 4.8 5.4
Philippines 4.6 4.3 4.9 5 4.2 5.2
Singapore 55 55 5.6 4.8 45 5.2
Taiwan 44 43 49 45 35 48
Thailand 44 35 4.1 48 4.1 48
Non-Japan Asia 74 7.2 7.7 7.2 6.9 7.6
Source: Credit Suisse
China Economic Forecasts
(% yly) 2009 2010 2011E 2012E
GDP 9.1 10.3 8.6 8.2
Real private consumption 9.4 9.1 9.2 8.9
Real gross fixed capital formation 19.4 11.1 9.0 8.6
Foreign direct investment ($ bn) 94.1 105.7 115.0 105.0
CPl inflation (yav) 0.7 3.3 54 4.4
One-year lending rate (%, ye) 531 5.81 6.81 7.31
M2 money supply (ye) 27.6 19.7 16.2 15.0
Exports ($ bn) 1201.6 1577.9 1809.4 1937.4
% yly -16.0 313 147 71
Imports ($ bn) 1005.9 1394.8 1638.2 1787.5
% yly 112 387 174 9.1
Trade balance ($ bn) 195.7 183.1 1713 149.9
Current account balance ($ bn) 297.1 306.2 2925 275.6
as a % of GDP 5.9 5.2 4.2 33
USDRMB exchange rate (ye) 6.83 6.62 6.33 6.05

Source: National Bureau of Statistics, Credit Suisse, Thomson Reuters DataStream

2 Regional aggregate figures quoted between pages 18 and 24 are weighted by country GDP valued at market exchange rates.
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Emerging Europe, Middle East, and Africa

We published our Emerging Markets Quarterly — Q4 2011 report last week. We
present below our latest projections for the EMEA countries we cover, comparing them
with our projections published in the Emerging Markets Quarterly — Q3 2011 (released on
15 June, to which we refer as the June Quarterly). It is worth highlighting that some of the
forecast changes had already taken place between the two Quarterly reports.

EMEA: Real GDP growth rates

%, annual
June 2011 Quarterly September 2011 Quarterly
2010E 2011F 2012F 2010 2011F 2012F

EMEA 44 4.6 45 45 4.6 4.0
Czech Republic 2.3 3.0 32 2.3 2.6 3.2
Egypt O 5.1 0.4 2.0 5.1 18 16
Hungary 1.2 3.3 32 1.2 2.0 2.0
Israel 46 5.2 40 48 46 4.0
Kazakhstan 7.0 6.0 6.4 73 6.3 55
Nigeria 75 8.1 7.7 75 76 7.9
Poland 38 4.0 4.0 38 40 40
Romania 1.3 15 4.2 13 15 41
Russia 4.0 43 5.0 4.0 3.8 4.2
Saudi Arabia 38 5.7 48 38 5.8 48
South Africa 28 4.0 4.2 28 34 38
Turkey 8.9 6.1 40 9.0 75 2.9
Ukraine 4.2 45 5.0 4.2 43 41
United Arab Emirates 14 5.2 5.1 14 5.2 50

* For the fiscal year ending in June.
Source: IHS Global Insight, Credit Suisse

Our forecast for the EMEA region’s full-year real GDP growth rate is unchanged
from the June Quarterly, despite notable signs of slowdown in the most recent
monthly activity data, but this is driven by the significant upside surprise in
Turkey’s H1 2011 real GDP growth rate, which led us to revise higher our full-year
2011 real GDP growth forecast for this country. We forecast the EMEA region’s real
GDP growth rate at 4.6% this year, as in the June Quarterly. We revised higher the 2011
full-year real GDP growth forecast for Turkey — the region’s second largest economy — to
7.5% (from 6.6% most recently and 6.1% at the time of the June Quarterly) following the
release of the Q2 GDP data on 12 September. This is because growth in H1 2011
surprised significantly to the upside at 10.2% yl/y, leaving the base for the rest of the year
high and rendering the possibility of a strong full-year growth rate even if sequential growth
slows in H2 2011. For Russia, the region’s largest economy, however, we revised lower
our full-year real GDP growth forecast to 3.8% from 4.3% in the June Quarterly. For the
region’s third and fourth largest economies — Saudi Arabia and Poland, our full-year 2011
real GDP growth forecasts remain broadly unchanged compared to the June Quarterly,
while for South Africa, the region’s fifth largest economy, we revised lower our 2011 real
GDP growth forecast to 3.4% from 4.0% at the time of the June Quarterly.

Overall, we see real GDP growth slowing further in the coming period; our full-year
2012 real GDP growth forecast for the EMEA region is 4.0% compared to 4.6% for
2011. Our 2012 full-year real GDP growth has been revised lower from 4.5% at the time of
the June Quarterly. For Russia, we see real GDP growth picking up to 4.2% in 2012 from
3.8% in 2011, following the resolution of the political uncertainty after the parliamentary
and presidential elections in this country. However, for Turkey we see real GDP growth
slowing to 2.9% next year from 7.5% this year.
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EMEA: CPIl inflation rates

%, end-period

June 2011 Quarterly September 2011 Quarterly
2010E 2011F 2012F 2010 2011F 2012F
EMEA 6.4 6.6 55 6.4 6.2 55
Czech Republic 23 19 1.9 23 1.9 1.9
Egypt O 10.1 121 128 10.1 118 12.8
Hungary 4.7 35 35 4.7 3.0 35
Israel 26 31 33 2.6 28 24
Kazakhstan 8.0 7.8 7.0 8.0 8.4 75
Nigeria 117 94 85 11.7 8.9 85
Poland 31 25 25 31 29 25
Romania 8.0 47 35 8.0 41 44
Russia 8.8 8.3 6.0 8.8 75 6.0
Saudi Arabia 55 6.6 47 55 6.0 47
South Africa 35 53 52 35 58 53
Turkey 6.4 73 6.2 6.4 73 6.2
Ukraine 9.1 105 8.4 9.1 79 8.4
United Arab Emirates 1.7 37 46 17 3.8 4.6

* For the fiscal year ending in June.
Source: IHS Global Insight, Credit Suisse

Meanwhile, we revised lower our end-2011 inflation forecast for the region, mainly
due to a downward revision in Russia’s inflation forecast. We now forecast the
region’'s end-2011 headline inflation at 6.2%, down from 6.6% at the time of the June
Quarterly. This downward revision at the regional level is mainly due to the downward
revision in Russia’s end-2011 inflation forecast to 7.5% from 8.3% previously. In view of
the favorable global grain price dynamics and a sharp turnaround in domestic food prices,
we expect headline inflation in Russia to continue falling despite the planned easing of
fiscal policy later this year. Our end-2012 inflation forecast for the region remains
unchanged at 5.5%, under our average global oil price assumption for both this year and
2012 at $110/bbl.

We now forecast lower policy rates on average in the EMEA region this year and
next, in view of the increasing downside risks to the growth outlook. Our end-2011
policy rate forecasts are on average 25bps lower than our projections at the time of the
June Quarterly. Our end-2012 policy rate forecasts, on average, are also almost 40bps
lower compared to our projections at the time of the June Quarterly.

Despite these downward revisions, however, we continue to expect policy rates in
most EMEA countries to remain stable or increase in 2012 from 2011. We continue to
expect monetary policy easing in Hungary and Romania in the remainder of 2011 and/or
2012, as in the June Quarterly.
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%, end-period

June 2011 Quarterly September 2011 Quarterly
2010E 2011F 2012F 2010 2011F 2012F
EMEA 4.04 4,69 5.03 4.04 4.46 4.65
Czech Republic 0.75 150 250 075 1.00 150
Egypt O 8.25 8.25 8.25 8.25 8.25 8.25
Hungary 5.75 5.75 5.50 5.75 5.75 5.50
Israel 2.00 3.75 4.00 2.00 3.25 3.25
Kazakhstan 7.00 7.50 7.00 7.00 7.50 750
Nigeria 6.25 9.00 950 6.25 9.25 9.75
Poland 350 450 450 350 450 450
Romania 6.25 6.00 5.00 6.25 6.00 5.00
Russia™ 2.75 3.75 3.75 2.75 3.75 4.25
Saudi Arabia 0.74 0.78 2.02 0.74 0.68 0.70
South Africa 550 6.00 7.00 550 5.50 6.50
Turkey 6.50 6.75 7.50 6.50 5.75 575
Ukraine 775 7.75 7.00 775 775 7.00
United Arab Emirates 2.22 1.92 3.00 2.22 172 1.64

* For the fiscal year ending in June. **
Source: IHS Global Insight, Credit Suisse

We continue to expect fiscal balances in the EMEA region to improve in 2011-2012.
We now project that the region's fiscal deficit will narrow to 0.2% of GDP in 2011,
compared to 3.4% of GDP in 2010. Although not presented here, our separate analysis
suggests that this would correspond to a complete withdrawal of the modest fiscal stimulus
(slightly above 2.0pps of GDP) that we observed on average in the EMEA region after the
Lehman Brothers’ bankruptcy. We think that the withdrawal through end-2012 of the 2008-
2009 fiscal policy stimulus in the EMEA region could be delayed if the downside risks to
the growth outlook materialize.

EMEA: Fiscal balances

% of GDP

June 2011 Quarterly September 2011 Quarterly
2010E 2011F 2012F 2010 2011F 2012F
EMEA -3.2 -0.5 -0.4 -3.4 -0.2 0.3
Czech Republic -4.7 -4.2 -35 -4.7 -4.2 -35
Egypt O -8.1 -10.2 -11.3 8.1 -10.1 -13.0
Hungary -4.3 -5.0 -2.9 -4.3 -5.0 -3.0
Israel 3.7 29 -1.9 3.7 -2.9 2.0
Kazakhstan 26 33 28 17 25 24
Nigeria 7.6 15 18 1.6 16 18
Poland 79 5.7 -4.6 79 5.7 46
Romania -6.4 5.6 4.1 65 43 2.9
Russia -36 -0.8 -0.4 4.2 03 0.7
Saudi Arabia 6.7 145 95 6.7 14.9 9.2
South Africa 5.1 46 4.1 5.1 5.0 46
Turkey 3.1 -1.3 -0.4 3.1 1.4 0.9
Ukraine 5.6 35 -25 5.4 2.2 2.2
United Arab Emirates 20 78 83 20 76 8.2
* For the fiscal year ending in June.
Source: IHS Global Insight, Credit Suisse
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Latin America: Lower growth, modest fiscal and
external imbalances

For 2011, our regional real GDP growth forecast now stands at 3.9%, down from
4.5% in our previous monthly write-up following the fine-tuning of our projections
for four of the countries under coverage and the addition of El Salvador. Specifically,
this downward revision to the regional growth projection was largely driven by changes in
our forecasts for Brazil (to 2.9% from 3.8%) and Mexico (to 3.6% from 4.2%). This was
partially mitigated, though, by an increase in our forecast for Argentina (to 8.0% from
7.0%). Our regional growth forecast for 2012 is also lower due to weaker outlooks for
seven of the nine countries we cover, including Brazil and Mexico; we now project 3.5%
real GDP growth for Latin America in 2012 versus 4.0% three months ago. As a reference,
below we present our main forecasts for selected variables in 2011-2012, as per our latest
Quarterly publication released last week, and compare them to those that prevailed in our
previous Quarterly (June 2011).

We project that regional consumer price inflation will be 6.7%, slightly above our
forecast of 6.5% three months ago. Our current forecast is equivalent to regional
inflation in 2010. In the cases of Argentina and Mexico, we expect inflation to end 2011
below the levels at the end of 2010. Meanwhile, we project modest increases in inflation in
2011 relative to the end of 2010 in the remaining seven countries we cover. For 2012, we
anticipate a decline in regional inflation to 6.1%. Inflation is generally well-contained in
most countries under our coverage. The two notable exceptions continue to be Argentina
and Venezuela, where we expect official figures to show inflation of 9.8% and 27.9%,
respectively, at the end of 2011. Venezuela will likely continue to be the country with the
highest inflation readings in 2011-2012 of all the emerging market countries we cover
globally.

Latin America: Credit Suisse 2011-2012 real GDP growth and inflation forecasts

2011 real GDP growth 2012 real GDP growth 2011 inflation 2012 inflation
Jun-11 Sept-11 Jun-11 Sept-11 Jun-11 Sept-11 Jun-11 Sept-11
Argentina 7.0 8.0 45 5.0 9.6 9.8 105 9.7
Brazil 38 29 4.0 33 6.1 6.3 53 53
Chile 6.4 6.2 5.0 43 38 35 35 30
Colombia 48 48 45 4.0 30 33 34 3.0
El Salvador* NA 1.9 NA 25 NA 5.7 NA 48
Mexico 42 36 35 30 36 36 35 35
Panama 74 75 7.1 7.0 5.7 5.2 53 47
Peru 6.5 6.5 6.0 5.0 34 36 2.8 2.8
Venezuela 3.0 3.0 3.0 3.0 27.0 27.9 21.2 27.6
Latin America 4.4 39 4.0 35 6.5 6.7 6.2 6.1

*4Q 2011 was the first quarterly publication to feature El Salvador.

Source: Credit Suisse

Finally, we continue to project that fiscal and external imbalances will remain
modest in 2011. At the regional level, we forecast a current account deficit of 1.0% of
GDP in 2011, unchanged relative to 2010. On the fiscal front, we project a slight narrowing
of the fiscal deficit to 2.3% of GDP in 2011 from a deficit of 2.4% of GDP in 2010. The
countries under our coverage with the largest fiscal deficits in 2011 will likely be Venezuela
(4.0% of GDP) and El Salvador (3.9% of GDP). Finally, our projected government debt-to-
GDP ratio remains unchanged at 44.8% for 2011, which is still below the recent peak of
49.7% posted in 2009. The total foreign debt-to-GDP ratio (including the public and private
sectors) should also be modest in 2011 at 20.4% of GDP, down from 22.0% in 2010.
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Latin America: Credit Suisse 2011 current account, fiscal balance, government
debt and foreign debt forecasts

% of GDP
2011 Current Account 2011 Fiscal balance 2011 Government debt 2011 Foreign debt
Jun-11 Sept-11 Jun-11 Sept-11 Jun-11 Sept-11 Jun-11 Sept-11

Argentina 0.7 0.2 -0.7 1.2 44.4 45.0 335 33.1
Brazil 2.2 -19 2.9 2.6 54.5 54.3 154 157
Chile 13 0.7 0.1 14 9.2 9.7 383 40.9
Colombia -34 -33 -35 231 45.8 454 20.6 20.7
El Salvador* NA -4.2 NA -39 NA 52.9 NA 48.4
Mexico 0.8 -0.6 2.8 2.8 31.7 37.6 16.2 16.8
Panama -115 -115 -2.0 -18 40.8 413 36.9 37.0
Peru 2.8 2.6 0.1 1.0 214 215 244 245
Venezuela 7.2 8.4 -4.0 -4.0 358 36.9 29.2 323
Latin America -11 -1.0 2.6 2.3 44.8 448 19.7 20.4

*4Q 2011 was the first quarter to feature El Salvador.
Source: Credit Suisse
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Brazil: Lower GDP growth in 2011 and
additional interest rate cuts

We have revised downwards our forecast for GDP growth from 3.8% to 2.9% in 2011
and from 4.0% to 3.3% in 2012. In our view, economic activity growth will slow
significantly from 0.8% qg/q in Q2 2011 to a minor contraction in Q3 2011, owing to higher
uncertainty regarding the global scenario, lower business confidence, and likely
contraction in industrial production helped by a process of inventory adjustment. We
expect the recovery from Q4 onwards to be moderate, close to the 0.8% g/q average from
Q3 2010 to Q2 2011. In our view, the slower economic activity in the next quarters reflects
the reduction in forecasts for global economy and will affect more significantly the
industrial sector and investments. Despite the significant deceleration on investments in
the last several quarters, domestic demand will remain the main driver of growth in Brazil.
Private consumption should remain relatively strong in the next few quarters as a result of
favorable job market conditions and the sound banking credit expansion. We believe that
the economic activity deceleration will not revert the expansion trend of the labor market,
as the lower growth in employment should not be enough to prompt an increase in the
unemployment rate (owing to the low growth in labor force), and real wages should
continue to increase in 2012 fueled by the sharp increase in the minimum wage.

The Monetary Policy Committee (Copom) reduced the basic Selic rate by 50bp at its
August meeting, an unexpected move that followed a 25bp rate hike in July.
According to the Copom, the substantial deterioration in the global scenario will probably
accelerate the slowdown in domestic economic activity and make the balance of risks for
domestic inflation more favorable. Although uncertainty as to the path of the Selic rate is
high due to external developments, we have revised our forecast to a monetary easing
cycle of 400bp (versus a 200bp cut priced in the yield curve on September 13): the 50bp
cut already implemented in August, a further 150bp cut in October, 150bp in November,
and 50bp in January, with the Selic rate reaching 8.50% in January 2012. This forecast
assumes: a sharp deceleration in GDP in H2 2011 and a decline in year-on-year inflation
until the Q2 2012. The path of inflation will probably be an important factor in the easing
cycle, as we and the vast majority of market participants expect an inflation decline from
7.2% yly in August to a level between 5% y/y and 6% y/y in April 2012. Despite the likely
inflation decline in upcoming months, basically due to a comparison base effect, we expect
IPCA inflation to remain above the center of the target of 4.5% in upcoming quarters,
mainly due to the inflationary inertia in services prices. We project IPCA inflation of 5.3% in
2012. For further information, please refer to our Brazil Economics Digest “We expect a
Selic rate cut of 150bp in October” released on September 1.

The government announced an increase in the primary surplus target for 2011 from
2.9% of GDP to 3.2% of GDP. The government also committed to meet the fiscal target of
2.9% of GDP in 2012. We believe that the fulfillment of the public-sector primary surplus
target of 3.3% of GDP in 2011 is quite feasible, due to the strong results up to July owing
to higher-than-expected tax revenues. For 2012, we believe it will be difficult to fulfill the
target, as the strong impact of the 7.5% minimum wage real increase will increase social
security expenditures. We expect a primary surplus of 2.1% of the GDP in 2012. The fiscal
target fulfillment will depend on better than expected revenues and significant expenditure
cuts. However, the government intention of keeping fiscal discipline opens, in our opinion,
room for sharp rate cuts in case of deterioration in the global scenario.

We have revised our FX rate projection to R$1.60/$ at year-end 2011 and to R$1.70/$
at year-end 2012. The forecast of a more depreciated local currency was due to our
expectation of a cycle of substantial interest rate cuts in Brazil over the coming months,
higher risk aversion in financial markets, and greater interventions in the FX market. We
have also reduced our expectation for the current-account deficit to 1.9% of GDP in 2011
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(vs. 2.3% of GDP in 2010) and increased our projection for international reserves in 2011
to $365.0 billion. For further information, please refer to our Brazil Economics Digest, “We
have lowered our forecast for the current-account deficit in 2011 to 1.9% of GDP,”

released on September 12.

Brazil Economics Forecast

2008 2009 2010 2011E 2012E
Real GDP growth (%) 5.2 -0.6 75 29 33
Household Consumption (%) 5.7 4.2 7.0 37 37
Government Consumption (%) 32 3.9 33 2.1 1.0
Gross fixed capital formation (%) 13.6 -103 21.9 5.1 7.0
Exports (%) 05 -10.2 115 13 3.0
Imports (%) 154 -11.5 36.2 8.4 12.0
CPl inflation (%, year-end) 5.9 43 5.9 6.3 5.3
FX rate — end-period (R$/US$) 234 174 1.66 1.60 1.70
Target Selic interest rate — end-period (%) 1375 8.75 10.75 9.00 9.25
Total nominal balance (% of GDP) -2.0 -33 -25 -2.6 -35
Total primary balance (% of GDP) 34 2.0 2.8 32 21
Net public-sector debt (% of GDP) 38.5 42.8 40.2 38.7 39.3
Trade balance (US$ bn) 24.8 253 203 27.0 10.8
Current account balance (% of GDP) -1.8 -15 23 -1.9 -2.5
Foreign direct investment - FDI (US$ bn) 45.1 25.9 485 60.0 55.0
193.8 2385 288.6 365.0 3854

Central bank gross FX reserves (US$ bn)

Source: IBGE, Central Bank of Brazil, Trade Ministry, Credit Suisse estimates, Thomson Reuters DataStream
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Summary Forecast Table

2011 2012E Q410 Q4 Annual Average

Q1 Q2E Q3E Q4E Q1 Q2 Q3 Q4 09 10 11E 12E 09 10 UE 12E

Global Real GDP (yly) 4.4 38 35 33 33 36 3.9 42 1.9 48 33 42 -0.8 5.0 37 37

P (yly) 6.6 48 53 45 42 48 4.7 55 13 8.0 45 55 7.1 96 53 48

Inflation (y/y) 44 49 49 46 38 36 37 36 25 38 46 36 2.0 35 4.7 37

us Real GDP (yly) 22 15 13 12 17 2.0 2.2 2.2 -0.5 31 12 22 -35 3.0 16 2.0

Real GDP (g/q ann) 04 1.0 17 19 2.2 2.2 2.3 2.3

IP (yly) 55 3.9 35 32 24 27 2.0 2.0 5.5 6.3 31 20 | -112 53 39 23

Inflation (y/y) 2.2 33 37 36 28 18 18 18 15 12 36 18 -0.3 16 32 2.0

Policy rate (end of period) 0-.25 0-.25 0-.25 0-.25 0-.25 0-.25 0-.25 0-.25 0-.25 0-25 0-25 0-25

Japan Real GDP (yly) -0.7 1.3 14 11 -0.1 12 08 16 -1.8 25 11 16 -6.3 40 11 0.9

Real GDP (g/q ann) -3.6 2.8 3.4 -13 0.6 2.2 1.8 19

IP (yly) -2.5 7.0 -0.5 2.5 08 6.5 1.0 34 5.1 49 -2.5 34 | 219 165 -3.1 2.9

Inflation ex fresh food (yly) 0.7 -0.3 0.3 0.1 -0.1 0.1 -0.2 0.0 -1.7 -0.5 0.1 0.0 -1.3 -1.0 -0.1 0.1

Policy rate (end of period) 0-0.1 0-0.1 0-0.1 0-0.1 0-0.1 0-0.1 0-0.1 0-0.1 0.10 0-0.1 0-0.1 0-0.1

Euro Area Real GDP (yly) 25 17 15 11 05 0.6 1.0 18 2.0 1.9 11 18 -4.1 17 17 1.0
Real GDP (g/q ann) 34 0.9 08 -0.5 08 14 2.4 2.7

1P (yly) 6.5 41 1.9 -0.9 25 2.5 -1.0 0.9 71 8.1 -0.9 09 | -146 75 2.9 1.3

Inflation (y/y) 25 28 26 28 2.1 17 17 16 04 2.0 28 16 03 16 27 17

Policy rate (end of period) 1.00 1.25 1.50 1.50 1.50 1.50 1.50 1.50

UK Real GDP (yly) 16 07 05 08 0.7 12 16 25 -2.8 15 0.9 25 -4.9 1.4 1.0 15

Real GDP (g/q ann) 1.9 0.9 1.3 -0.5 15 25 2.9 3.2

IP (yly) 2.0 -0.2 13 15 24 43 32 32 -6.0 33 15 32 | -101 2.1 11 33

Inflation (y/y) 42 45 47 46 34 3.0 2.9 26 2.1 34 46 26 2.2 33 44 2.9

Policy rate (end of period) 0.50 050 0.50 050 | 050 050 050 050 050 050 050 050

Non-Japan Asia Real GDP (yly) 8.1 7.7 7.0 6.6 6.4 6.7 71 76 9.1 85 6.6 76 6.4 9.2 73 7.0

Inflation (y/y) 58 6.1 6.1 5.1 4.1 45 4.7 47 17 53 5.1 47 09 45 58 45

China Real GDP (yly) 9.7 95 8.3 75 75 7.7 8.4 90 | 113 9.8 75 9.0 91 103 8.6 8.2

IP (yly) 14.4 139 17.9 133 .| 112 157 135 130

Inflation (y/y) 5.1 57 6.1 49 38 45 48 47 47 47 49 47 -0.7 33 54 44

India* Real GDP (yly) 77 7.7 6.4 75 7.0 7.0 7.0 75 78 8.7 75 75 8.0 85 72 73

Inflation (WPI, yly) 9.6 96 8.7 6.5 55 53 5.6 6.0 45 8.9 6.5 6.0 36 95 85 55

EMEA Real GDP (yly) 5.1 45 43 38 36 39 43 44 1.1 5.1 38 4.4 -3.3 45 45 40

Inflation (y/y) 7.2 7.7 6.6 6.6 6.2 6.2 6.3 6.0 7.6 7.0 6.6 6.0 8.4 6.6 6.8 6.1

Latin America Real GDP 55 42 3.8 3.6 3.2 33 3.8 3.8 1.6 5.4 3.6 3.8 -1.9 6.2 42 3.6

Inflation (y/y) 6.6 6.5 7.0 6.7 6.3 6.4 6.2 6.2 54 6.6 6.7 6.2 6.4 6.3 6.7 6.2

Source: Credit Suisse estimates, Thomson Reuters DataStream. Note: IMF PPP weights are used to compute regional and global aggregate figures. *Annual figures for India are on fiscal year basis
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Real GDP, yly%

2003 2004 2005 2006 2007 2008 2009 2010 2011E 2012E
Developed Market
us 25 35 31 2.7 19 0.3 -35 3.0 1.6 2.0
Canada 19 3.1 30 28 22 07 2.8 32 22 20
Euro area 0.8 19 17 3.2 2.8 0.2 -4.1 17 17 1.0
Austria 0.8 25 2.8 35 3.6 2.0 3.4 22 33 15
Belgium 0.8 31 2.0 2.7 2.8 0.8 2.7 21 25 13
Finland 2.0 4.1 29 44 53 1.0 -8.2 3.6 28 1.0
France 0.9 2.3 19 2.7 2.2 0.2 2.6 1.4 15 1.0
Germany 04 0.7 0.8 3.9 34 0.8 5.1 3.6 3.0 2.0
Greece 5.9 4.4 2.3 5.2 43 1.0 2.3 -4.4 5.0 2.0
Ireland 42 45 5.3 5.3 5.2 -3.0 7.0 0.4 0.5 04
Italy 0.1 14 0.8 2.1 1.4 -1.3 5.2 1.2 0.7 0.0
Luxembourg 15 44 54 5.0 6.6 1.4 -3.6 35 3.4% 3.8
Netherlands 0.3 2.0 2.2 35 39 1.8 -35 1.6 2.0 1.4
Portugal 0.9 16 0.8 14 24 0.0 2.5 13 -11 0.4
Spain 31 33 36 4.0 36 0.9 3.7 0.1 0.6 04
Norway 1.0 41 4.3 45 54 1.6 -1.6 21 22 1.8
Sweden 25 3.7 3.2 4.6 34 -0.8 5.3 54 43 1.8
United Kingdom 2.8 3.0 2.2 2.8 2.7 0.1 -4.9 1.4 1.0 15
Switzerland 0.2 25 2.6 3.6 3.6 1.9 -1.9 2.6 1.9 2.0
Japan 14 2.7 19 2.0 2.4 -1.2 6.3 4.0 11 0.9
Australia** 32 36 32 2.6 48 22 12 2.7 17 3.8
New Zealand 4.2 4.4 3.3 1.0 2.9 0.1 -2.0 17 2.1 3.6
Emerging Market
Argentina 8.8 9.0 9.2 8.5 8.7 6.8 0.9 9.2 8.0 5.0
Brazil 11 5.7 32 4.0 6.1 5.2 -0.6 75 29 33
Chile 39 6.0 5.6 4.6 4.6 37 -1.7 5.2 6.2 43
Colombia 39 53 47 6.7 6.9 35 15 43 48 4.0
Mexico 14 41 32 5.2 33 12 6.1 5.4 3.6 3.0
Peru 4.0 5.0 6.8 7.7 8.9 9.8 0.9 8.8 6.5 5.0
Venezuela -7.8 18.3 10.3 9.9 8.8 5.3 -3.2 -15 3.0 3.0
Czech Republic 3.6 45 6.3 6.8 6.1 25 -4.1 2.3 2.6 3.2
Hungary 43 49 35 4.0 1.0 0.6 6.3 1.2 2.0 2.0
Israel 15 4.8 49 5.6 55 4.0 0.8 4.8 4.6 4.0
Poland 39 53 36 6.2 6.8 5.1 17 3.8 4.0 4.0
Russia 7.3 7.2 6.4 8.2 8.5 5.2 -7.8 4.0 3.8 4.2
Saudi Arabia 7.7 5.3 5.6 3.2 2.0 4.2 0.6 3.8 5.8 4.8
South Africa 29 4.6 53 5.6 5.6 3.6 -1.7 2.8 34 3.8
Turkey 5.3 94 8.4 6.9 4.7 0.7 -4.8 9.0 75 29
Ukraine 9.6 12.1 2.7 7.3 7.6 23 -14.8 4.2 43 41
UAE 8.8 9.6 49 9.9 32 33 -1.6 14 5.2 5.0
China 10.0 10.1 104 11.6 14.2 9.6 9.1 10.3 8.6 8.2
Hong Kong 3.0 8.5 7.1 7.0 6.4 2.3 2.7 7.0 5.0 4.0
India ™ 8.5 75 9.5 9.6 9.3 6.8 8.0 8.5 72 73
Indonesia 4.8 5.0 5.7 55 6.3 6.0 4.6 6.1 6.0 55
Korea 2.8 4.6 4.0 5.2 51 23 0.3 6.2 4.0 3.7
Malaysia 5.8 6.8 53 5.8 6.3 4.6 -1.6 72 4.6 48
Philippines 49 6.7 48 5.2 6.6 42 11 7.6 43 42
Singapore 4.6 9.2 74 8.7 8.8 15 -0.8 145 55 45
Taiwan 37 6.2 4.7 54 6.0 0.7 -1.9 10.9 43 35
Thailand 7.1 6.3 4.6 5.1 5.0 25 2.3 7.8 35 4.1
Vietnam 7.3 7.8 8.4 8.2 8.5 6.3 5.3 6.8 5.8 5.9

Note: * European Commission estimates; ** Consensus estimates from Consensus Economics * Revised GDP series with base 2004-05. All historical ratios expressed as % of GDP may appear
smaller since the revised GDP values in the new series (with base year of 2004) are higher. 2 Real GDP from 2001 has been rebased to 2000 = 100.

Source: © 2011 Thomson Reuters Limited , the BLOOMBERG PROFESSIONAL™ service, National Statistical Offices, Consensus Economics, European Commission, Credit Suisse
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HICP/CPI, yly%, annual average

2003 2004 2005 2006 2007 2008 2009 2010 2011E 2012E
Developed Markets
us 23 2.7 34 3.2 29 38 0.3 16 32 2.0
Canada 2.7 19 22 20 21 24 03 18 29 21
Euro area 21 21 2.2 2.2 21 33 0.3 16 2.7 17
Austria 13 19 2.1 17 2.2 32 04 17 3.0 20
Belgium 15 19 25 2.3 18 45 0.0 23 37 21
Finland 13 0.1 0.8 13 16 39 16 17 37 21
France 22 2.3 19 19 16 32 0.1 17 23 21
Germany 1.0 18 1.9 1.8 2.3 2.7 0.2 12 2.7 19
Greece 34 3.0 35 33 3.0 42 13 47 25 04
Ireland 4.0 23 2.2 2.7 2.9 31 -1.7 -1.6 11 0.6
Italy 2.8 23 2.2 2.2 2.0 35 0.8 16 2.7 18
Luxembourg 25 3.2 3.8 3.0 2.7 41 0.0 2.8 3.6 2.2
Netherlands 22 14 15 17 16 22 1.0 0.9 23 20
Portugal 33 25 21 3.0 24 2.7 0.9 14 35 19
Spain 31 31 34 36 2.8 41 0.2 20 31 13
Norway 25 0.5 15 2.3 0.7 38 2.2 24 15 14
Sweden 19 0.4 05 14 2.2 35 0.3 13 3.0 18
United Kingdom 14 13 2.1 2.3 2.3 36 2.2 33 44 29
Switzerland 0.6 0.8 12 11 0.7 24 05 0.7 0.3 1.0
Japan** 0.3 0.1 0.1 0.1 0.0 15 -1.3 -1.0 0.1 -0.1
Australia* 2.8 23 2.7 35 2.3 44 18 28 34 29
New Zealand 18 23 3.0 34 24 40 2.1 23 44 28
Emerging Markets
Argentina 14.9 4.4 9.6 109 8.8 8.6 6.3 104 9.8 9.9
Brazil 14.7 6.6 6.9 42 36 5.7 49 5.0 6.6 55
Chile 2.8 11 31 34 44 8.7 1.6 14 31 32
Colombia 71 5.9 5.0 43 55 7.0 42 23 33 33
Mexico 45 47 4.0 36 40 5.1 5.3 42 35 35
Peru 2.3 37 16 2.0 18 5.8 30 15 31 28
Venezuela 311 217 16.0 13.7 18.7 315 28.6 20.1 27.0 28.0
Czech Republic 0.1 2.8 1.8 25 29 6.4 1.0 15 18 19
Hungary 47 6.8 3.6 3.9 7.9 6.1 42 49 3.7 3.7
Israel 0.7 -0.4 13 21 0.5 4.6 33 2.7 36 23
Poland 0.8 35 2.1 1.0 25 42 35 26 4.0 25
Russia 13.7 10.9 12.7 9.7 9.0 14.1 117 6.9 8.6 6.2
Saudi Arabia 0.6 0.4 0.6 2.3 41 9.9 5.1 5.4 5.1 5.6
South Africa 5.4 -1.2 20 31 6.0 9.9 7.1 43 49 5.6
Turkey 25.3 8.6 8.2 9.6 8.8 104 6.3 8.6 6.1 6.5
Ukraine 5.2 9.0 135 9.1 12.8 25.2 15.9 9.4 8.7 8.3
UAE 31 5.0 6.2 9.3 111 123 1.6 0.9 2.0 5.7
China 12 39 18 15 48 5.9 0.7 33 5.4 4.4
Hong Kong 2.6 04 0.9 2.0 2.0 43 0.5 24 5.2 5.2
India ™ 55 6.5 4.4 6.5 48 8.1 36 95 85 55
Indonesia 6.8 6.1 10.5 13.1 6.4 9.8 48 5.1 5.8 6.5
Korea 35 36 2.8 22 25 4.7 2.8 3.0 44 31
Malaysia 11 15 31 36 2.0 5.4 0.7 17 31 27
Philippines 35 6.0 77 6.3 2.8 9.3 33 38 49 45
Singapore 0.5 17 0.5 1.0 21 6.6 0.6 2.8 48 24
Taiwan 0.2 16 2.3 0.6 18 35 0.9 1.0 19 22
Thailand 18 28 45 4.6 2.2 55 0.8 33 39 34
Vietnam 3.2 7.7 8.3 7.4 8.3 23.1 7.0 6.2 18.6 9.3

Source: Thomson Reuters DataStream, Consensus Economics, European Commission, the BLOOMBERG PROFESSIONAL™ service, National Statistical Offices , Credit Suisse

Note: * Consensus estimates from Consensus Economics; ** Inflation ex. fresh food; *** WPI inflation
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Summary Macroeconomic Data: Current Account Balance
As % of GDP

2003 2004 2005 2006 2007 2008 2009 2010 2011E 2012E
Developed Markets
us -4.7 -5.3 5.9 -6.0 5.1 A7 2.7 -3.2 -35
Canada 12 2.3 19 1.4 0.8 0.3 -3.0 -3.1 -2.9 -2.5
Euro area 04 1.0 0.2 0.3 0.2 -0.8 -0.6 -0.6 -0.1 0.3
Austria 17 2.2 22 33 4.0 37 2.6 32 2.6 2.8
Belgium 5.6 45 32 34 39 11 2.0 2.7 2.0 2.0
Finland 5.1 6.3 35 4.6 42 29 22 2.8 25 25
France 0.2 -0.6 -1.8 -1.8 2.2 2.7 2.9 -35 -39 -4.2
Germany 21 4.8 5.2 6.6 7.6 6.7 5.0 5.1 4.7 4.6
Greece -12.3 -10.5 -10.7 -12.7 -15.6 -16.3 -14.0 -11.8 -8.3 -6.1
Ireland 0.8 0.1 -3.0 3.7 5.5 5.6 31 -0.7 1.2 18
Italy 0.9 -0.5 -1.2 2.0 -1.8 232 -3.0 4.2 -35 3.3
Luxembourg 8.1 11.9 115 10.4 10.1 5.3 6.9 7.8 7.8 7.6
Netherlands 6.1 8.6 75 9.0 8.4 4.8 34 6.7 7.7 8.3
Portugal -6.7 -8.3 -10.4 -10.8 -10.2 -12.6 -10.7 -9.8 75 -5.2
Spain -4.0 -5.9 -5 9.0 -10.0 9.6 5.5 -4.5 -4.1 -4.1
Norway 12.3 12.7 16.3 17.2 14.1 17.8 13.1 13.1 12.2 12.1
Sweden 6.9 6.8 7.1 7.9 8.6 8.9 6.8 6.2 6.2 5.9
United Kingdom -1.6 2.1 2.6 -34 2.6 -1.6 17 -25 -12 0.1
Switzerland 133 134 14.0 15.1 9.0 2.0 8.3 14.6 10.1 11.8
Japan 32 37 36 39 48 3.2 2.8 35 22 2.8
Australia* 5.2 -6.0 5.6 5.3 6.2 -4.5 -4.3 -2.6 11 -1.3
New Zealand -3.8 5.7 -7.9 -8.3 8.1 -8.8 2.8 4.1 -4.6 5.4
Emerging Markets
Argentina 6.4 21 29 37 2.8 21 3.6 0.8 0.2 -0.5
Brazil 0.8 18 1.6 13 0.1 -1.8 -15 2.3 -19 2.5
Chile -11 2.2 12 49 45 -19 16 19 -0.7 -1.4
Colombia -1.0 -0.8 -1.3 -1.6 2.9 2.8 2.2 231 -33 -3.6
Mexico -1.0 -0.7 0.6 0.5 0.9 -15 0.7 -0.5 -0.6 -1.4
Peru -15 0.0 14 31 13 3.7 0.2 -15 -2.6 3.7
Venezuela 14.2 13.8 17.6 14.4 8.0 12.0 2.6 6.1 8.4 4.3
Czech Republic 6.3 5.2 -1.3 25 -3.3 -0.6 11 -3.7 -3.0 -3.0
Hungary -8.0 -8.6 715 1.6 -7.0 7.1 -0.5 2.1 25 13
Israel 0.6 19 3.2 51 29 0.8 36 29 1.0 12
Poland 2.5 -5.3 2.4 -38 6.2 -6.6 -39 -4.5 -4.5 -4.5
Russia 8.2 10.1 111 9.6 6.0 6.2 4.0 49 5.0 32
Saudi Arabia 10.8 19.7 28,5 27.8 24.3 27.8 5.6 154 25.2 20.7
South Africa -1.0 -3.0 -35 5.3 -7.0 7.1 4.1 -2.8 -3.8 -4.0
Turkey 25 3.7 -4.6 6.1 5.9 5.7 2.3 -6.5 9.6 -8.1
Ukraine 6.5 10.4 31 -15 -4.1 71 -15 22 -35 -4.5
United Arab Emirates 5.8 7.2 13.5 16.2 7.6 7.1 2.9 3.8 9.1 7.2
China 28 35 7.0 9.0 10.6 9.4 5.9 5.2 4.2 33
Hong Kong 104 9.5 11.3 12.1 124 14.3 5.8 5.1 4.0 31
India * 23 -0.3 -1.2 -1.0 -1.4 2.4 2.8 -2.8 -2.8 -2.6
Indonesia ** 34 0.6 0.1 3.0 24 0.0 2.0 0.8 1.0 0.9
Korea 19 45 22 15 21 0.3 4.0 2.8 18 13
Malaysia 12.1 12.1 15.0 16.7 15.9 175 16.5 114 11.2 10.3
Philippines 04 18 19 44 4.7 21 5.6 4.2 32 39
Singapore 22.8 17.1 21.3 24.2 26.7 18.5 17.8 22.2 18.5 16.8
Taiwan 9.8 5.8 48 7.0 8.4 6.3 11.3 8.8 7.2 5.9
Thailand 34 17 -4.3 11 5.9 0.8 8.3 4.6 33 24
Vietnam -4.9 2.1 -1.1 -0.3 -9.8 -12.0 -6.6 -3.9 -4.5 -4.2

Source: Thomson Reuters DataStream , ECB, Eurostat, OECD, BLOOMBERG PROFESSIONAL™ service, National Statistical Offices, Credit Suisse; * OECD estimates ** Fiscal year beginning
in April. *** Balance of payments numbers from 2004 onwards have been revised; exports and imports include credits and debits on net income, respectively, in 2000-03.
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2003 2004 2005 2006 2007 2008 2009 2010 2011E 2012E
Developed Markets
us -3.8 -36 2.3 -15 -11 3.7 -10.7 9.2 9.1 -15
Canada 0.6 0.8 0.1 1.0 0.9 0.6 -0.4 -3.6 2.2 -2.0
Euro area 31 2.9 2.5 -1.4 -0.7 2.0 -6.3 -6.0 -39 -3.0
Austria -15 -4.5 -1.7 -16 -0.9 -0.9 -4.1 -4.6 2.9 2.5
Belgium 0.1 0.3 2.7 0.1 -0.3 -13 -5.9 -4.1 -35 2.5
Finland 24 23 2.7 4.0 5.2 4.2 -2.6 25 -1.9 -1.0
France -4.1 -36 2.9 2.3 2.7 -33 -15 -7.0 5.7 -4.8
Germany -4.0 -3.8 -33 -1.6 0.3 0.1 -3.0 -3.3 -15 -1.2
Greece -5.6 -75 -5.2 5.7 -6.4 9.8 -154 -10.5 9.0 -7.8
Ireland 04 14 16 29 0.1 7.3 -14.3 -32.4 -10 -85
Italy -35 -35 -4.3 -34 -15 2.7 -5.4 -4.6 -3.6 -1.8
Luxembourg 0.5 11 0.0 14 3.7 3.0 0.9 -1.7 -1.3* -1.2*
Netherlands 3.1 17 0.3 0.5 0.2 0.6 5.5 5.4 -3.7 2.2
Portugal -3.0 34 -5.9 -4.1 3.1 -35 -10.1 9.1 -5.9 -4.5
Spain -0.2 0.3 1.0 2.0 19 4.2 111 9.2 -6.0 -4.9
Norway 7.3 111 15.1 185 17.5 19.1 10.5 10.5 - -
Sweden -1.0 0.6 2.2 23 3.6 22 -0.7 0 -0.1* 1.0
United Kingdom 34 -34 34 2.7 2.7 5.0 -11.4 -10.4 -7.9 6.2
Switzerland -1.4 -1.2 0.1 17 18 2.0 04 0.2 0.3 0.6
Japan*** -8.4 -6.6 -5.0 -35 -3.0 32 9.5 9.4 -10.7 -9.6
Australia **** 13 1.0 12 13 14 0.2 -4.9 5.9 2.8 -1.4
New Zealand 33 38 4.6 44 34 31 2.1 -33 -9.0 -4.7
Emerging Markets
Argentina 0.9 3.7 2.1 1.9 11 0.9 -1.6 0.2 -1.2 0.8
Brazil -5.2 2.9 -3.6 -36 -2.8 2.0 -3.3 25 -2.6 -35
Chile -0.5 21 4.6 7.7 8.2 4.3 -4.5 0.3 14 0.8
Colombia -34 -16 2.1 2.4 -1.7 -0.6 2.7 31 3.1 2.8
Mexico! -0.6 0.2 0.1 0.1 0.0 0.1 2.3 2.9 -2.8 2.5
Peru -1.6 -12 -0.6 21 3.0 24 -1.9 0.4 1.0 04
Venezuela!8 0.2 25 41 -15 -2.6 -35 -8.8 5.0 -4.0 -6.3
Czech Republic? -6.6 2.9 -3.6 2.6 0.7 2.7 -5.8 4.7 -4.2 -35
Hungary* 1.2 -6.4 -7.9 9.4 -5.0 -3.6 -4.5 -4.3 -5.0 -3.0
Israel 5.1 -35 -1.8 0.4 04 2.1 5.1 3.7 2.9 2.0
Poland? -6.2 5.4 -4.1 -3.6 -1.9 3.7 -7.3 -7.9 -5.7 -4.6
Russia’ 2.0 4.3 9.0 8.4 6.0 49 -6.3 -4.2 0.3 0.7
Saudi Arabia 45 114 18.4 21.0 12.2 325 -6.2 6.7 14.9 9.2
South Africa8 2.3 -15 -0.3 0.7 0.9 -12 -6.6 5.1 -5.0 -4.6
Turkey?® na 4.1 -0.6 0.0 -1.2 -19 -4.9 3.1 -14 -0.9
Ukraine10 -0.5 -4.4 2.4 -1.4 2.0 232 -6.2 5.4 2.2 2.2
United Arab Emirates -3.2 0.3 6.0 9.2 7.3 9.7 -1.6 2.0 7.6 8.2
China 2.2 -13 -1.2 0.8 0.6 0.4 2.3 -16 2.0 -1.9
Hong Kong -3.2 1.7 1.0 4.0 7.7 0.1 1.6 41 0.2 14
Indialt -8.3 7.2 -6.5 5.4 -5.0 8.7 9.5 1.4 -7.8 -7.1
Indonesia2 -1.7 -1.0 0.5 -0.9 -1.3 0.1 -1.6 -0.6 -1.0 -1.0
Koreal3 15 13 16 15 19 0.3 2.7 0.4 1.0 14
Malaysial4 -5.2 -4.4 -4.2 -35 3.7 -4.8 -7.0 5.4 -5.4 -4.6
Philippines -4.6 3.7 -2.6 11 -15 -1.3 -3.7 -35 2.0 -2.8
Singapore 11 0.1 0.7 0.0 2.8 -0.3 0.3 0.1 0.0 0.3
Taiwan1s 2.7 2.8 -0.6 0.3 -0.4 0.9 -4.5 -33 2.4 -1.5
Thailand?s 0.2 0.2 0.3 0.7 -1.6 -1.0 5.7 -0.9 -3.0 -3.6
Vietnam®’ -0.8 -4.9 -4.9 -5.0 -5.6 -4.6 -7.0 5.7 -5.0 -5.5

Source: Thomson Reuters DataStream, European Commission, OECD, the BLOOMBERG PROFESSIONAL™ service, National Statistical Offices, Credit Suisse

* European Commission estimates; ** Fiscal year, federal government; *** Fiscal year, general government (central + local + social security), special factors adjusted; **** OECD estimates.

(1) Narrow definition that excludes off-balance expenditures. (2) ESA95 represents consolidated fiscal accounts of the general government on an accrual basis, while the central government
balance has a narrower definition and is reported on a cash basis. (4) ESA95 represents consolidated fiscal accounts of the general government on an accrual basis, including one-off transfers
from pension funds to the government budget as revenues. The central government balance has a narrower definition and is reported on a cash basis. (7) Net of bank recapitalization costs. (8)
Data for fiscal years starting 1 April. Selected data refer to the government’s consolidated fiscal balances from 2009. (9) The definition of the consolidated government comprises the central
government, extra-budgetary funds, state-owned enterprises, social security institutions and the Unemployment Insurance Fund. The data for government spending and gross debt are for the
central government. (10) Excluding impact of bank recapitalization and transfers to Naftogaz. Estimate for 2011 expenditure includes 0.8% of GDP of additional allocations for settlement of VAT
arrears accumulated in 2010. (11) Prior to 2006 and again effective from 2009, these estimates include revenue from disinvestments (in line with government methodology). (12) Refers to central
government. (13) General government statistics as interpreted by the Korea government. (14) Refers to the federal government’s financial position. The government assumed an average oil price
of $85 per barrel for 2011 in its 2011 budget. (15) General government statistics as interpreted by the Taiwan government. (16) Data for central government, based on cash basis prior to 2004,
based on fiscal year ending September. (17) General government statistics as interpreted by the Vietnam government. (18) Consolidation of Central Government, Non- Financial Public

Enterprises, Venezuelan Social Security Institute and Deposit and Guarantee Fund.
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Summary Macroeconomic Data: Government Debt
As % of GDP

2003 2004 2005 2006 2007 2008 2009 2010 2011E 2012E
Developed Markets
us 49.9 51.2 51.9 51.8 52.2 56.2 711 80.0 85.8 90.3
Canada 438 40.9 383 35.0 32.2 29.9 29.0 34.0 34.0 34.4
Euro area 69.1 69.5 70.1 68.5 66.3 70.0 794 85.3 86.0 87.0
Austria 65.8 65.2 64.6 62.8 60.7 63.8 69.6 72.3 73.8 75.4
Belgium 98.5 94.2 92.1 88.1 84.2 89.6 96.2 96.8 97.0 97.5
Finland 445 444 417 39.7 35.2 34.1 438 48.4 50.6 52.2
France 62.9 64.9 66.4 63.7 63.9 67.7 78.3 81.7 84.7 86.8
Germany 63.9 65.8 68.0 67.6 64.9 66.3 735 83.2 82.4 81.1
Greece 97.4 98.6 100.0 106.1 105.4 110.7 127.1 142.8 157.7 166.1
Ireland 30.9 29.6 274 24.8 25.0 44.4 65.6 96.2 112.0 117.9
Italy 104.4 103.9 105.9 106.6 103.6 106.3 116.1 119.0 120.3 119.8
Luxembourg 6.1 6.3 6.1 6.7 6.7 13.6 14.6 18.4 17.2 19.0
Netherlands 52.0 52.4 51.8 47.4 453 58.2 60.8 62.7 63.9 64.0
Portugal 55.9 57.6 62.8 63.9 68.3 71.6 83.0 93.0 101.7 107.4
Spain 48.7 46.2 43.0 39.6 36.1 39.8 53.3 60.1 68.1 71.0
Norway 44.3 45.6 44.5 55.4 515 49.1 43.1 447 - -
Sweden 51.7 50.3 50.4 45.0 40.2 388 42.8 39.8 36.5 334
United Kingdom 39.0 40.9 42,5 434 445 54.4 69.6 80.0 83.8 86.2
Switzerland 55.1 54.6 52.7 47.2 43.4 40.9 38.8 38.2 37.0 35.6
Japan ** 173.6 1824 190.4 187.6 188.1 196.7 216.1 2219 229.5 234.2
Australia *** 18.3 16.5 16.1 153 142 13.6 194 25.3 29.3 30.9
New Zealand 27.3 24.9 23.0 21.0 17.9 17.1 234 28.3 35.8 37.2
Emerging Markets
Argentinal 147.0 130.9 88.5 81.6 711 574 61.6 51.8 45.0 41.3
Brazil2 61.7 56.7 56.7 56.4 58.0 57.4 62.0 54.7 54.3 55.7
Chile3 13.0 10.7 7.3 53 41 5.2 6.2 9.2 9.7 9.7
Colombia 58.6 53.2 50.8 475 43.8 42.6 448 45.8 45.4 45.8
Mexico* 38.3 35.0 33.8 33.6 33.7 38.9 39.8 38.6 37.6 37.1
Peru 47.1 44.4 37.8 33.0 29.7 24.1 27.3 235 215 20.5
Venezuela®® 55.7 42.3 34.9 25.6 26.7 19.0 25.1 35.3 36.9 33.6
Czech Republic 29.8 30.1 29.7 29.4 29.0 30.0 35.3 385 414 42.3
Hungarys 58.4 59.1 61.8 65.7 66.1 72.3 78.4 80.2 73.1 72.9
Israel 97.0 95.4 91.7 82.8 76.2 75.3 77.8 745 7.7 69.6
Poland? 47.1 45.7 47.1 4717 45.0 47.1 50.9 55.0 58.5 60.8
Russia 330 23.9 14.1 9.2 7.4 6.1 7.7 8.3 8.7 8.5
Saudi Arabia? 84.0 65.4 40.2 274 18.5 133 16.1 13.6 10.7 9.4
South Africa® 34.9 34.6 32.7 30.2 27.8 27.1 33.0 35.9 38.2 41.0
Turkey® na 56.6 51.1 45.6 39.6 40.0 46.3 429 385 35.6
Ukraine 26.1 22.9 21.0 16.0 132 155 31.6 411 44.0 45.1
UAE 6.6 8.4 9.2 10.1 9.7 15.1 18.2 16.8 15.6 14.4
Chinat0 19.8 184 17.7 16.6 19.3 16.5 175 18.7 18.2 17.9
Hong Kong?t 0.0 2.0 1.8 15 1.2 1.0 1.2 2.0 2.3 24
India 84.5 83.6 80.9 77.2 76.1 76.2 72.0 711 70.0 70.0
Indonesial2 66.6 54.7 47.0 395 34.2 29.5 313 315 313 31.0
Koreal3 214 25.3 29.8 33.8 36.3 36.2 39.4 37.6 335 30.0
Malaysia4 47.8 45.7 43.8 42.2 415 414 53.3 53.1 52.9 52.6
Philippines 7.7 76.4 68.5 66.4 53.9 54.7 54.8 52.3 50.4 49.0
Singapore na na na na na na na na na na
Taiwan1® 46.5 47.4 50.6 47.9 43.4 46.2 49.8 49.1 49.6 49.4
Thailand?e.17 50.7 49.5 47.3 42.0 38.3 37.3 45.2 426 43.0 44.4
Vietnam?8 36.6 33.9 35.7 33.7 32.0 34.1 40.7 41.0 43.0 45.0

Source: Thomson Reuters DataStream, European Commission, OECD, BLOOMBERG PROFESSIONAL™ service, National Statistical Offices , Credit Suisse
* Fiscal year; ** Fiscal year, general government (central + local + social security), special factors adjusted; *** OECD estimates

(1) Debt data assumes that Paris Club debt starts to be repaid in 2011. (2) Figures related to the Central Bank's new methodology. (3) Excludes debt of the central bank. (4) Includes all contingent
liabilities associated with IPAB, Pidiregas, FARAC, financial intermediation and other debtor support programs. (5) For the consolidated government, which is a broader definition than the budget sector
that includes Economic Authorities. (6) ESA95 represents consolidated fiscal accounts of the general government on an accrual basis. (7) ESA95 represents consolidated fiscal accounts of the general
government on an accrual basis, while the central government balance has a narrower definition and is reported on a cash basis. (8) Data for fiscal years starting 1 April. Selected data refer to the
government’s consolidated fiscal balances from 2009. (9) The definition of the consolidated government comprises the central government, extra-budgetary funds, state-owned enterprises, social security
institutions and the Unemployment Insurance Fund. (10) Includes Treasury bond and foreign state debt owed by the State Council only. 2010F level is estimated to be 50.3% if include local government's
affiliated debt. (11) Also includes debt issued under the Government Bond Program. Excludes debt guaranteed by the government. (12) Refers to central government. (13) General government statistics
as interpreted by the Korea government. (14) Refers to the federal government’s financial position. The government assumed an average oil price of $85 per barrel for 2011 in its 2011 budget. (15)
General government statistics as interpreted by the Taiwan government. (16) Data for central government, based on cash basis prior to 2004, based on fiscal year ending September. (17) Includes
central government, non-financial SOEs and financial institution development fund. (18) General government statistics as interpreted by the Vietnam government. (19) Central government, regional
governments, PDVSA,; does not include liabilities of other public institutions such as the Central bank, National Development Bank, Foreign Trade Bank, Industrial Bank of Venezuela and Andean Region
Development Bank. (20) For the central government.
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