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Preview

US economic indicators (week of 29 June to 5 July 2009)

» Consumer confidence (June): slight decline after rebound in April and May

» ISM manufacturing index (June): sixth consecutive increase

» Non-farm payrolls (June): pace of job losses slowing but still historically high

29 June 2009

Indicator Date BHF forecast Consensus Previous
forecast

Chicago PMI / Jun Tues 30 Jun, 15:45 38.0 39.0 34.9
Consumer confidence / Jun Tues 30 Jun, 16:00 54.5 55.2 54.9
ADP employment change / Jun Wed 1 Jul, 14:15 =375k -390k -532k
ISM manufacturing index / Jun Wed 1 Jul, 16:00 445 445 42.8
Construction spending / May Wed 1 Jul, 16:00 -1.0% mom —0.6% mom +0.8% mom
Pending home sales / May Wed 1 Jul, 16:00 0.0% mom 0.5% mom 6.7% mom
Domestic vehicle sales / Jun Wed 1 Jul 7.4m 7.4m 7.4m
Initial jobless claims / 27 Jun Thur 2 Jul, 14:30 625k 615k 627k
Non-farm payrolls / Jun Thur 2 Jul, 14:30 -325k —-350k —345k
Unemployment rate / Jun 9.6% 9.6% 9.4%
Average hourly earnings / Jun 0.1% mom 0.1% mom 0.1% mom
Factory orders / May Thur 2 Jul, 16:00 1.4% mom 0.8% mom 0.7% mom

Unemployment rate Despite rapidly rising unemployment, the Con-

'E;)dex and job availability % ference Board’s consumer confidence rebounded
consumer confidence 95 in April and May, particularly due to expecta-
50 Ellgfbtsat‘(;r)d 10 get - tions. However, confidence could have fallen in

unemployment rate June: the June survey of the University of Michi-
(nohtexs) - 75 gan showed a slight deterioration in expectations,
65  and the weekly ABC consumer comfort poll has
declined by six points in the last two weeks. Al-
though the pace of job cuts has slowed somewhat,
45 it has remained historically high, and the unem-
0 35 ployment rate rose to 9.4% in May. Thus the as-
< sessment of how hard it is to get a new job could
v have corrected downwards after two consecutive
improvements. However, the additional government benefits connected with the “American Recovery and
Reinvestment Act” could have lifted consumer sentiment somewhat. But all in all, we expect the Con-
ference Board’s consumer confidence to have declined slightly to 54.5 in June.
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Contrary to other regional PMIs and the national ISM manufacturing indices, the Chicago purchasing
manager index declined in May, from 40.1 to 34.9. Automobile plant shutdowns could have been mainly
responsible for that. The Beige Book indicated that overall activity weakened further in Chicago, and our
forecast of 38.0 suggests that the pace of deterioration has only slowed modestly in June.
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The results of the regional manufacturing surveys so far
were mixed: the New York Empire fell back after two
significant improvements, but the Philadelphia Fed in-

Factory orders and
ISM manufacturing orders

80 1 1SM manufacturing % dex increased markedly, and the Richmond Fed index
new orders \ 20 . . . .

70 (hs) ;s Wwas inpositive territory for the second consecutlve_
o A 10 month. Therefore we expect the ISM manufacturing

I/ : WW/\ 5 index to have gone up again from 42.8 to 44.5 in
50 “‘\I s 0 June. One should bear in mind, however, that this does
w0/ factdry orders / :io not indicate an increase in activity, but merely a de-

in % yoy (rhs) 15 crease in the pace of deterioration — partly due to sub-

%0 20 stantial inventory adjustments.

Factory orders could have increased by 1.4% mom
in May, twice the April rate. We already know that du-
rable goods orders went up by 1.8% mom again, and
non-durable goods orders are likely to have risen too: firstly, gasoline prices were much higher, and sec-
ondly, the ISM orders component exceeded the expansion threshold for the first time since November
2007.
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Construction spending rose unexpectedly in both March and April. This was mainly due to a sharp im-
provement in private nonresidential construction, despite tight credit conditions. In April even residential
construction went up moderately, but public construction spending fell slightly. The latter could have
risen in May, due to infrastructure projects related to the “American Recovery and Reinvestment Act”.
However, all in all, we expect construction spending to have fallen back by 1.0% mom in May.

Pending home sales, a forerunner of existing home sales, have improved for three consecutive months,
and they jumped by 6.7% mom in April. After this sharp rise, which has not yet been fully reflected in ex-
isting home sales, we expect pending home sales to have remained stable at best in May.

Partly because of less teaching jobs, initial jobless claims rose by 15k to 627k in the week ending 20
June, and continuing claims for the previous week went up too. This indicates that, although claims are
presently well below their peak, the labour market is a long way from recovering. We expect initial job-
less claims to have remained at their still elevated level of about 625k in the week ending 27 June.

Change in non-farm payrolls and in ADP rep_orted a de_cline in private pe_lyrolls _of 532k in
1,000 tempory employment 1000 May. This was noticeably less than in the first quarter,
70 but only slightly better than in April and much worse
so  than the figures from the Department of Labor. Given

200 MJVJ\/\ A/'\N A s  thedecline in jobless claims to about 600Kk in the first
,4/\'”‘ / LA W\/ 10 third of June, we forecast that ADP will have esti-
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< Non-farm payrolls fell by 345k in May - still histori-
change in non-farm payrolls (Ihs) \/ ) cally high, but much better than in the first four
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months, when the decline averaged 645k. As the graph
shows, temporary job losses were significantly lower in
May, which indicates that the pace of job cuts could
PP PP P (P F (PP PP (P P have slowed again. We predict that non-farm pay-

rolls will have fallen by 325k in June. The unem-
ployment rate is likely to have increased to at least 9.6%, and average hourly earnings might only
have gone up by 0.1% mom again.

change in temporary jobs (rhs
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This report has been prepared by BHF-BANK Aktiengesellschaft on behalf of itself and its affiliated companies (together "BHF-
BANK Group") solely for the information of its clients.

The information and opinions in this document are based on sources believed to be reliable and acting in good faith, but no repre-
sentation or warranty, express or implied, is made by any member of the BHF-BANK Group as to their accuracy, completeness
or correctness. Opinions and recommendations are given in good faith but without legal responsibility and are subject to change
without notice. The information does not constitute advice or personal recommendation, for which the duty of suitability would
be owed, but may facilitate your own investment decision. Moreover, you should seek your own advice as to the suitability of an
investment matter mentioned herein. Investors are reminded that the price of securities and the income from them can go down as
well as up and that the past performance of an investment or a market is not necessarily indicative for future results.

This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein
are not intended to be complete, and this document is not, and should not be construed as, an offer to sell or solicitation of any of-
fer to buy the securities mentioned in it.

BHF-BANK Group and its officers and employees may have a long or short position or engage in transactions in any of the secu-
rities mentioned in this document, or in any related securities.

This publication must not be distributed in the United States.
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