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The Trade Balance improved in September as exports saw a stronger gain the
expected. Elsewhere thelata is less positivas supermarket store sales, small busines
confidence and the leading index all declined. With the Yen’s strength continuing,

overall conditions remain weak and the BoJ is widely expected to cut its economic vie
at its next meeting.

Weekly Highlights

Corp Service Prices-increased 0.1% M/M and dropped 0.1% Y/Y in Seyiter. (JN - 1)
Trade Balance- exports increased 2.0% M/M and 2.4% Y/Y in Septem@3&- 3)

Charts of the Week: Corp Service Prices
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Corporate Servic®rices increased 0.1% M/M and dropped 0.YP¢ in September. The
M/M gain was the first since June and went against expectatioa){déo Y/Y decline

Within the datathe M/M gain occurred as advertising, ocean freight, internet services
toll roads outweighed losses in transportationpatoodation, and real estate.
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BoC Rate Decision Statement

The global economy has slowed markedly as several downside risks to the projection outlined in the
Bank’s July Monetary Policy Report (MPR) have been realized. Financial market volatility has increased
and there has been a generalized retrenchment from risk-taking across global markets. The combination of
ongoing deleveraging by banks and households, increased fiscal austerity and declining business and
consumer confidence is expected to restrain growth across the advanced economies. The Bank now expects
that the euro area—where these dynamics are most acute—will experience a brief recession. The Bank’s
base-case scenario assumes that the euro-area crisis will be contained, although this assumption is clearly
subject to downside risks. In the United States, diminished household confidence, tighter financial conditions
and increased fiscal drag are expected to result in weak real GDP growth through the first half of 2012,
before growth strengthens gradually thereafter. In Japan, reconstruction activity is projected to boost growth
over 2012-13, although Japan’s economy will be constrained by reduced global activity and the sharp
appreciation of the yen. Growth in China and other emerging-market economies is projected to moderate
to a more sustainable pace in response to weaker external demand and the lagged effects of past policy
tightening. These developments, combined with recent declines in commodity prices, are expected to
dampen global inflationary pressures.

The outlook for the Canadian economy has weakened since July, with the significantly less favourable
external environment affecting Canada through financial, confidence and trade channels. Although
Canadian growth rebounded in the third quarter with the unwinding of temporary factors, underlying
economic momentum has slowed and is expected to remain modest through the middle of next year.
Domestic demand is expected to remain the principal driver of growth over the projection horizon, though at
a more subdued pace than previously anticipated. Household expenditures are now projected to grow
relatively modestly as lower commaodity prices and heightened volatility in financial markets weigh on the
incomes, wealth and confidence of Canadian households. Business fixed investment is still expected to grow
solidly in response to very stimulative financial conditions and heightened competitive pressures, although it
will be dampened by the weaker and more uncertain global economic environment. Net exports are expected
to remain a source of weakness, owing to sluggish foreign demand and ongoing competitiveness
challenges, including the persistent strength of the Canadian dollar.

Overall, the Bank expects that growth in Canada will be slow through mid-2012 before picking up as the
global economic environment improves, uncertainty dissipates and confidence increases. The Bank
projects that the economy will expand by 2.1 per cent in 2011, 1.9 per cent in 2012, and 2.9 per cent in
2013.

The weaker economic outlook implies greater and more persistent economic slack than previously
anticipated, with the Canadian economy now expected to return to full capacity by the end of 2013. As a
result, core inflation is expected to be slightly softer than previously expected, declining through 2012 before
returning to 2 percent by the end of 2013. The projection for total CPI inflation has also been revised down,
reflecting the recent reversal of earlier sharp increases in world energy prices as well as modestly weaker
core inflation. Total CPI inflation is expected to trough around 1 per cent by the middle of 2012 before
rising with core inflation to the two per cent target by the end of 2013, as excess supply in the economy is
slowly absorbed.

Several significant upside and downside risks are present in the inflation outlook for Canada. Overall, the
Bank judges that these risks are roughly balanced over the projection horizon.

Reflecting all of these factors, the Bank has decided to maintain the target for the overnight rate at 1 per
cent. With the target interest rate near historic lows and the financial system functioning well, there is
considerable monetary policy stimulus in Canada. The Bank will continue to monitor carefully economic
and financial developments in the Canadian and global economies, together with the evolution of risks, and
set monetary policy consistent with achieving the 2 per cent inflation target over the medium term.
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Key Dates This Week

Date Indicator Month  Survey Prior
10/31 Raw Materials Price Index (M/M) SEP - -3.2%
10/31 Industrial Product Price (M/M) SEP - +0.5%
10/31 GDP (M/M) AUG - 0.3%
10/31 GDP (Y/IY) AUG 2.3%
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In Q3, headline inflation matched expectations, while Core inflation was lower than
expected; PPI inflation was also lower than forecast. The NAB Business Confidence fell to
the lowest level since Q1 2009.

Weekly Highlights

Headline Inflation — increased 0.6% Q/Q and 3.5 % Y/Y in Q3. (AU 1)
Producer Price — rose 0.6% Q/Q and 2.7% Y/Y in Q3. (AU 3)
NAB Business Confidence — fell 9pts to -4 in Q3. (AU 4)

Weekly Releases & News

Chart(s) of the Week: CPI

Consumer Price Index Core Inflation Index
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The Consumer Price Index rose 0.6% Q/Q and 3.5% Y/Y in Q3. The annual pace is still near
the fastest pace since December 2008’s 3.7% and remains well above the top of the RBA’s
2% to 3% target range. Expectations were for 0.6% Q/Q and 3.5% Y/Y. The RBA’s favorite
measure, the Trimmed Mean Inflation rate, rose 0.3% Q/Q and 2.3 % Y/Y from 2.6% Y/Y in
Q2 (+0.6 Q/Q; +2.7% Y/Y expected). The RBA’s measure of core inflation rose 0.3% Q/Q
and 2.6% Y/Y from 2.9% Y/Y in Q2 (+0.6% Q/Q; +2.7% Y/Y expected).

Note: The average of two core measures of consumer prices closely watched by the RBA
increased 0.3% Q/Q, the smallest rise since Q3 1997.
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After the CPI release, Government bonds surged, with the yield on the three-year note
dropping 17bps to 3.74%, the largest decline in more than a month.
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PPI

Producer Price Index
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Conference Board Index - The Index of Leading Economic Indicators for Australia fell 0.1% to 120.5

points in August. The Leading Index is a gauge of how the Australian economy may perform in the next

three to

six months.

03 NAB Business Confidence Survey - The Australian Business Confidence Index fell 9pts to -4 in Q3.
This is the lowest level since Q1 2009. The Business Conditions Index for the next 3 months fell 5pts to
+5. NAB commented as follows:
Business conditions stumbled in the September quarter, reflecting an economy that it is still
struggling to find traction, while activity is also seemingly being impacted by global influences.

In new information contained in this survey, business capital spending intentions over the next 12
months fell a little in the September quarter, but remain at levels consistent with strong business

investment (of around 10% per annum).

Product price inflation weakened to a more subdued annualised rate of 0.9%. Retail prices were
relatively flat, which together with rising input costs implies weaker retail profit margins.

Key Dates This Week

Date Indicator Month  Expectation  Previous
10/31 AiG Mfg Index OCT - 42.3
10/31 House Price Index (Q/Q) Q3 - -0.1%
10/31 RBA Cash Target NOV 4.75% 4.75%
11/01 RBA Commodity Prices (Y/Y) OCT - +26.6%
11/01 HIA New Home Sales (M/M) SEP - +1.1%
11/01 Building Approvals (M/M) SEP - +11.4%

AU -4
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Both quarterly and annual headline inflation were lower than market expectations in Q3. Non-
tradeables inflation unexpectedly softened from 1.1% to 0.6%, with annual rate declining from
5.2% to 4.5%. Due to moderating inflation pressures, the market expects the RBNZ to keep its
OCR at 2.50% until Q2 2012. The NBNZ Business Confidence fell sharply in October.

Weekly Highlights

Headline CPI —rose 0.4% Q/Q and 4.6% Y/Y in Q3. (NZ 1)
Net Migration — 660 people left in September. (NZ 3)
NBNZ Business Confidence — dropped from 30.3 in September to 13.2 in October. (NZ 3)

Weekly Releases & News
Chart of the Week: CPI
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The Consumer Price Index rose 0.4% Q/Q (1.0% prev.) and 4.6% Y/Y (5.3% prev.) in Q3. The annual
print includes a 2.3% increase in Q4 2010 when GST rose from 12.5% to 15%. The market expected
0.7% Q/Q and 4.9% Y/Y, while the RBNZ expected +0.7% Q/Q. Eight groups rose in Q3, with food
(up 1.7 %), housing and household utilities (up 0.7 %), and miscellaneous goods and services (up 1.1
%) making the most significant contribution. Three groups decreased. The largest contributions came
from transport (down 1.0 %) and communication (down 3.6 %). If food prices had remained unchanged
from Q2, the CPI would have increased only 0.1 %, rather than 0.4 %. The closely watched non-
tradables inflation increased 0.6% Q/Q and 4.5% Y/Y (5.2% prev.); tradable prices rose 0.1% Q/Q and

4.6% Y/Y. Electricity prices saw a rare 0.3% Q/Q decline.  Market participants are currently betting
rates may not rise until Q2 2012.
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Net Migration & Data
Net Permanent Migration

In September, net outflows accounted for 660
people, after the first positive number (+120) in Net Migration - Long Term
six months reached in August. This extends the
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Data & News

NBNZ Business Confidence - The NBNZ Business Confidence Index (broader economy survey) fell
from 30.3 in September to 13.2 in October. The Activity Outlook measure fell from 35.4 in
September to 26.1 in October. This is a third monthly decline in a row. The ANZ said that “the
sacrificial lamb in this month's survey has been profits. This does not augur well for investment and
employment, critical elixirs of sustained economic expansions.” The ANZ also said “New Zealand's
victories in the Rugby World Cup final and semi-finals occurred too late to influence the results.”

Oct. 25" - Paid employment in New Zealand continues long-term rise (Xinhua via COMTEX) -
The number of New Zealanders in paid employment saw its biggest monthly increase in three and a
half years in August -- although much of the rise was due to short- term employment, the government
statistics agency said Tuesday. The 2.1-% rise in August was the 16th straight month of increases and
the highest year-on-year rise since April 2008, said a statement from Statistics New Zealand. On a
monthly basis the number of filled jobs held by wage and salary earners adjusted to account for
seasonal effects and movements was up by 1.1 % from July. "This month's increase appears to be due
to a jump in short- term employment,” said Statistics New Zealand industry and labor statistics
manager Diane Ramsay. "Firms traditionally associated with short-term employment have more
people on their books." The agency's national employment indicator focuses on changes and
movements rather than the actual number of filled jobs to provide an early indication of filled jobs
held by people collecting a wage or salary.
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Date
10/26
10/26
10/30
10/31

10/31
10/31

Indicator
RBNZ OCR
Trade Balance
Building Permits (M/M)

Hourly Earnings (Q/Q)
Private Wages Exc Overtime

(Q/Q)
ANZ Commodity Prices (M/M)

Month
OCT
SEP
SEP

Q3
Q3
OCT

Expectation
2.50%

Previous
2.50%
-641 min
+12.5%
+1.2%
+0.5%

-1.3%
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No economic data released this week.

News Releases

October 24™ (Bloomberg) - China Steps on Local Government Bonds ‘Positive’ — Moody’s
Investors Service stated in an email:

In addition to generating benefits for local governments seeking direct access to capital market
funding, this step toward the eventual development of a municipal bond market is credit positive
for China’s central government.

October 23" (Bloomberq) - China’s HSBC Flash Manufacturing PMI — rose from 49.9 in
September to 51.1 in October; moving ahead of the 50-point expansion level for the first time
since July. HSBC Economist, Qu Hongbin remarked, “Thanks to the pick-up in new orders and
output, the headline flash PMI rebounded back into expansionary territory during October,
marking a steady start to manufacturing activities in the four quarter. Meanwhile, inflation
components within the PMI results confirmed stable output prices growth and slower input price
inflation. All these data confirm our view that there is no risk of a hard landing in China.”

October 23" (Reuters) - China's Wen says jobs a priority despite economic headwinds — The
Official People’s daily reported citing China’s Premier Wen Jiabao:

Currently, economic growth is slowing and external demand is falling, and we should make
employment even more of a priority in economic and social development, doing our utmost to
expand employment.

Those efforts would include ensuring an appropriate rate of economic growth and supporting
labour-intensive industries, small businesses and private firms.

To rein in prices, we must first properly deal with food prices.
With the arrival of winter, consumption (of pork) will increase.

All levels of government must take effective measures to consolidate the fruits of (housing price)
controls.

On the one hand, we must get a grip on affordable housing construction. On the other hand, we
must also increase land provision for ordinary commercial housing.

CH-1
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News Releases (Cont’d.) & Upcoming Dates

News (Cont’d.)

October 21% (Bloomberg) - China Unlikely to Reduce Rates — Former PBoC Adviser, Yu
Yongding remarked:

Inflation is under control and the inflation rate will fall. I don’t think there will be any major
changes in policy either further tightening or loosening until cost-of-living gains decline.

The world’s second-biggest economy won't see a substantial fall in growth, or a so-called hard
landing, in the foreseeable future.

October 19" (Bloomberg) - Wider Use of Yuan, Real, May Benefit World — The IMF reported:

This process, however, will require deeper financial markets and further progress to reform and
liberalize the capital account, along with other macroeconomic and structural policies

Key Dates This Week

Date Indicator Month  Expectation Previous
MNI October Business

10227 condition Survey ocT N -

10/31 PMI Manufacturing OCT -- 51.2
10/31 HSBC Manufacturing PMI OCT -- 49.9
11/02 China Non-Manufacturing PMI OCT -- 59.3
11/02 China HSBC Services PMI OCT -- 53.0
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This week’s data was mixed with the Trade Surplus widening to SEK 11.9 bin, PPI falling
below expectations, and the Unemployment Rate rising to 6.8%.

Weekly Highlights

Trade Surplus — widened to a surplus of SEK 11.9 bln in September. (SW 1)
PPI —fell 0.7% M/M and 0.2% Y/Y in September. (SW 2)

Unemployment Rate - rose from 6.6% in August to 6.8% in September. (SW 2)

Weekly Releases & News
Chart(s) of the Week: Trade Data
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advanced 3.2% Y/Y in September. \/\ /\ /\/
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PPI1, Unemployment Rate & Trade Weighted Exchange Rate

PPI

The Producer Price Index fell 0.7% M/M and
0.2% Y/Y in September, compared with 0.3% 25 —
M/M and 0.9% Y/Y the previous month. Prices SA o AN
were forecast to fall 0.2% M/M and gain 0.3% oM WA S
YIY. oo il L LILLL
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Unemployment Rate
The Unemployment Rate (n.S.a.) rose from Unemployment Rate
6.6% in August to 6.8% in September. The rate e A
was expected to reach 7.0%. The number of + ,-/u‘\
employed totaled approximately 4.7 min 5 'A\»f\ {’\,\

persons — an increase of 89K persons,
compared with September 2010; while the 78 V \ A /\]\N_\[
number of unemployed totaled 341K persons -- 85

\J
down 44K. On a seasonally-adjusted basis, the 25 \! W

W (%)

unemployment  rate  reached 7.2% in e = 5 8 8 8§ 8 8 8 ¢ = & ¢ = ¢
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September, amounting to 364K unemployed FEyEERIERIEFRES
persons.

Trade Weighted Exchange Rate

Trade Weighted Exchange Rate
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News & Upcoming Dates

News

October 19" (Bloomberg) - Sweden Ready to Back Broader EU Bank Rescue Plan - Finance
Minister Anders Borg said:

The main scenario is that it is the euro countries that deal with this through the European
Financial Stability Facility. If some type of European backstop is needed, then it needs to come
with tough conditions. We then have to be certain that taxpayers in all cases get their money
back.

If there is an opportunity to find a European solution, Sweden will of course discuss that. But
we re not there yet.

We want to eventually continue to gradually sharpen demands on Swedish banks both when it
comes to liquidity and own capital.

We have a very responsible attitude that we also intend to implement in a cautious and moderate
way. That means that banks must keep more capital in the future on their balance sheets.

Key Dates This Week

Date Indicator Month Expectation Previous
10/27  Household Lending SEP 5.9% 6.2%
10/27  Riksbank Interest Rate OCT 27 2.00% 2.005
10/28  Consumer Confidence OCT -6.4 -5.8
10/28  Manufacturing Confidence OCT -5 -3
10/28  Economic Tendency Survey OCT 96.0 96.9
10/28  Retail Sales SEP 0.3%/-0.2% -0.3%/0.2%
10/31  Wages AUG -~ 2.4%
11/01  Swedbank PMI Survey OCT -- 48.1
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In September, Switzerland’s Trade Surplus widened, the consumption indicator stabilized
after sharp declines in June and August, and the outlook for Switzerland’s economy
improved.

Weekly Highlights

Exports — rebounded 3.4% M/M in September, after falling 6.9% M/M in August. (SZ 1)
UBS Consumption Indicator — rose from .80 in August to .84 in September. (SZ 2)
Swiss Investor Sentiment — improved from -75.7 in September to -54.4 in October. (SZ 2)

Weekly Releases & News
Chart(s) of the Week: Trade Data

Trade Balance Exports
(3 Mths. Mov. Avg.)
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Switzerland’s Trade Balance widened from a Imports

surplus of .76 bin francs in August to a "

surplus of 1.85 bin francs in September. s

Adjusted for inflation and seasonal swings, _ s A

Exports rose 3.4% M/M, considerably higher o /\/\"VN \\ / \v\/‘/\v'\-’
0, 1 5 /\.

than the 6.9% M/M loss posted the previous

month. !
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Imports jumped 1.3% M/M in September,

compared with the 0.3% M/M loss suffered in
August.
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UBS Consumption Indicator, Trade Weighted Exchange Rate
& News

UBS Consumption Indicator

The UBS Consumption Indicator rose from UBS Consumption Indicator
.80 in August to .84 in September. UBS >

said, “Consumers are increasingly 25 ;

benefiting from the passing on of continued . j\/\ ™

exchange rate gains, which increases their

I (%)
\
{‘

purchasing power. Consequently, we don’t
expect consumer sentiment to worsen 10 \
further.”

Trade Weighted Exchange Rate
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News

October 21 (RTT) - M3 Money Supply — rose from 8.0% Y/Y in August to 8.2% Y/Y in
September.

October 20" October Swiss Investor Sentiment (Bloomberg) - A survey by the ZEW Center
for European Economic Research and Credit Suisse Group showed that the outlook for Swiss
Investor Confidence improved from -75.7 in September to -54.4 in October.

This documentis for ly and should egarded asan offer o sell or as a soliciation  of an offer to buy thep roducts mentioned in it No representation is made that any returns will be achieved. Past performanceis notnecessarily ind icaive of future

results; any information derived herein is 1o predict This hasbeen obtained from various sources, including where appliceble, entered by the user;we do notrepresent it as complete or accurate. Users of these calculators are hereby advised

that Valance Co., Inc. takes no responsibily for improper,inaccurate or other erroneous assumptions fo the extent such data is entered by the user hereof. Opinions expressed herein are subject 1o change withoutnotice. The securities mentioned in this document may notbe
eligible for sale in some states or countries, nor suitable for all types of investors




Valance Co., Inc. Weekly Economic Report: Switzerland October 26, 2011

Key Dates This Week

Date Indicator Month Expectation Previous
10/28 KOF Swiss Leading Indicator OCT 1.04 1.21
11/01 Retail Sales SEP -- -1.9

11/01 PMI OCT -- 48.2
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