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Due to the US national day of mourning for President Ronald Reagan,
there will be no Global Economics Daily on Friday, 11 June. This issue
therefore previews both Friday’s and Monday’s data and events.

THE DAY AHEAD

Friday, 11 June

Spain: Inflation Should Rise Sharply

Higher energy prices have led to a sharp rise in euro area inflation in May and that
should be reflected in higher inflation in Spain. The flash HICP estimate for May
showed inflation rising to 3.4% y/y and we think it is unlikely to be revised. We
expect inflation to rise 0.6%m/m in May, bringing the annual rate to 3.4% from
2.7%. (European Economics Team, Euro Area Weekly, 3 June 2004)

Monday, 14 June

US: May Retail Sales Expected to Be Strong

May retail sales should rise 1.4%, continuing the forward momentum in Q1
following April’s pause. Non-auto sales are likely to post a 0.7% gain. Autos and
gasoline look to be important factors for the headline and ex-auto numbers,
respectively.

Auto sales could account for half the rise in the headline, and a price-related rise
in gasoline sales could account for about half the ex-auto advance. Vehicles sold
at a 17.8 million annual rate in May, up from 16.4 million in April. The average
pump price for retail gasoline rose sharply to $2.02 in May from $1.84 in April.
Ex-autos and gas, sales should rise at a more moderate rate (+0.3%). Building
materials sales in April barely came off March’s surge. We look for further unwind
in this sector in May to limit the upside in core sales.

The acceleration in retail sales growth in recent months should push the headline

year-over-year trend to a fresh four-year high in May. (J. Feldman & J. Basile, US
Economics Digest, 10 June 2004)
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UPCOMING DATA AND EVENTS

Asia/Pacific
BoJ Policy Meeting (June 13 & 14)
Date GMT Country Data/Events Period CSFB  Bloomberg Previous
consensus
11-June  01:30 Australia Lending Finance APR N/A N/A -0.1%
11-June  04:30 Japan Industrial production SA Revised  APR N/A N/A 3.3%
11-June  05:00 Japan Consumer Confidence Index MAY N/A N/A 454
14-June  02:00 China CPI MAY Yiy N/A N/A 3.8%
14-June  02:00 China Retail Sales MAY YIY N/A N/A 13%
14-June  05:00 Japan Eco Watchers Survey MAY N/A N/A 55.7
Europe, Middle East and Africa
Riksbank Minutes from May 27 Meeting Published (June 11)
ECB'’s Caruana to speak in Madrid (June 14)
German Chancellor Schroeder & French President Chirac to hold press conference
Date GMT Country Data/Events Period CSFB  Bloomberg  Previous
consensus
11-June  06:45 France Trade Balance SA EUR APR N/A N/A 0.8B
11-dune  07:00 Hungary CPI MAY YiY N/A N/A 6.9%
11-June  07:00 Spain Core CPI MAY Yiy N/A N/A 2.4%
11-June  07:00 Spain HICP MAY YIY 3.4% N/A 2.7%
11-June  08:00 Sweden CPI MAY YiY 0.7% 0.7% 0.3%
11-June  08:00 Sweden CPI-ATE MAY Yiy 1.3% 1.3% 0.9%
11-June  09:00 Euro Area  Current Account EUR Q1 (olle] N/A N/A 18.5B
11-June  11:00 Euro Area  OECD Leading Indicator APR N/A N/A 123.0
14-June  06:00 Germany  PPI MAY Yiy N/A N/A 0.9%
14-June  06:45 France CPI ex-Tobacco MAY YIY 2.1% N/A 1.5%
14-June  06:45 France CPI Preliminary MAY YiY 2.7% 2.5% 2.1%
14-June  07:00 Czech Rep. Export/Import Prices MAY Yiy N/A N/A 3.2%/0.6%
14-June  07:00 Czech Rep. PPI MAY YIY N/A N/A 3.7%
14-June  07:00 Hungary Current Account Mth/YTD EUR APR N/A N/A -588M/-1756m
14-June  07:30 ltaly Industrial Production SA APR Yiy N/A 0.0% -0.6%
14-June  08:30 UK ODPM House Prices APR N/A N/A 7.8%
14-June  08:30 UK PPl ex-FDT SA MAY YiY N/A N/A 1.3%
14-June  08:30 UK PPI Input SA MAY Yiy N/A 5.0% 3.2%
14-June  08:30 UK PPI Output NSA MAY YIY N/A 2.5% 1.8%
14-June  14:00 Poland CPI MAY YiY N/A N/A 2.2%
14-June  15:00 Poland M3 MAY MM N/A N/A 2.4%
14-June  23:30 UK RICS House Price Balance APR N/A N/A 46
Americas
June 11: US Stock and Bond Markets Closed
June 14: Fed’s Minehan Welcomes Guest at Fiscal Policy Conference
Date GMT Country Data/Events Period CSFB  Bloomberg Previous
consensus
11-June  12:30 Canada  Labor Productivity Qi 0.1% 0.2% -0.3%
11-June  12:30 Canada  Merchandise Exports SA APR M/M N/A N/A 1.7%
11-June 12:30 Canada  Merchandise Exports SA APR M/M N/A N/A 0.9%
11-June 12:30 Canada  Trade Surplus APR C$6.4B C$6.3B C$6.2B
11-June  15:00 Mexico Monetary Policy Decision, Corto, JUN -37M N/A -37M
pesos
11-June  17:00 Colombia Exports APR N/A N/A 1118
11-June  20:30 Mexico Industrial Production APR YiY 3.0% 2.8% 6.4%
14-June  10:00 Brazil Fipe CPI 1st Preview N/A N/A N/A 0.49%
14-June  12:30 Canada  Motor Vehicle Sales APR 3.5% 3.2% 4.1%
14-June  12:30 USA Retail Sales MAY 1.4% 1.0% -0.5%
- Ex. Autos 0.7% 0.6% 0.1%
14-June  12:30 USA Trade Balance APR -$46.0B -$45.0B -$46.0B
14-June  N/A  Brazil Tax Revenue MAY N/A N/A 27.266
14-June  N/A  Chile Retail Sales MAY YIY N/A N/A 7.0%
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RECENT DATA AND EVENTS

Bank of England Raised Rates for the Second Month in a Row

The Bank of England’s Monetary Policy Committee raised rates by 25bp to 4.50%, their
second consecutive increase. The statement accompanying the decision noted that
growth remains around or above trend, and the labour market has tightened further.

This increase was something of a surprise to us. It suggests that the MPC has taken a
break from its gradual process of raising rates only once a quarter. This may reflect
some impatience on the part of the MPC that the rate increases undertaken since
November last year do not, as yet, appear to have had much impact. The question
going forward is whether the MPC will return to the process of gradual tightening or
whether it will press on at an accelerated pace. We continue to think rates have further
to go and do not see this increase as a reason to change our forecast that they will peak
at 5.50% next year, although it looks like that peak will be reached in the first half of next
year rather than the second.

It is also worth noting that the MPC may have lost patience just at the point when the
rates that actually matter — market and mortgage rates — have started to rise, meaning
that policy may seem to be more effective going forward. As such, we think a further
rate increase in July is unlikely, and expect the next rate increase to be in August,
followed by a further increase in November, taking rates to 5.00% by the end of
the year. (R. Barrie & N. Hill, European economic round-up, 10 June 2004)

US Initial Jobless Claims Rose

US initial jobless claims rose 12K to 352K in the week that ended June 5, above the
consensus expectation of 335K. The Labor Department didn't cite any special factors for
the rise, but the week did include the Memorial Day holiday, and holiday weeks tend to
be noisy.

The smoother four-week average at 346K in latest week is up from the recent low (334K
in May 15 week), but just under the recent high (348K in Apr 17 week). Since the
beginning of March, the four-week average has been pretty much in a range.

Overall, the layoff picture is still favorable, but not improving further on trend. (J. Basile, 10
June 2004)

US Import Prices Surged Owing to Qil

The US import price index rose by twice the consensus in May (1.6% vs. 0.8%
expected). Oil is the story, accounting for 1.2 ppt of the total rise. Non-oil import prices
rose 0.4%. The trend has been consistent recently for both measures: total import
prices on an eight-month winning streak; non-oil import prices on a 7-month winning
streak. (J. Basile, 10 June 2004)
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China’s IP Growth Moderated Slightly Amid Credit "Choke Therapy”
Industrial output rose 17.5% year-on-year in May, vs. 19.1% yoy in April. This is the first
solid data point indicating that the Chinese economy has slowed down meaningfully. We
expect a moderation of similar magnitude in investment growth and probably an even
bigger decline in credit growth.

The on-going credit “choke therapy” may be effective but will not last long, and has
failed to fix the source of over-investment. As soon as restrictions are eased, we expect
steel plants and other investment projects that the government tried to restrain to
bounce back quickly. We still expect more tightening measures to come.

CPI inflation for May is expected at 4.4% yoy, but this would be a 0.1% decline on a
month-on-month basis. If CPI inflation comes in below 4.5%, a rate hike decision may
be delayed until July, in our view. We are not revising our central case scenario, but
wish to reiterate our warning about a substantial weakening in demand for commodities
and capital goods in the next 12-18 months. (D. Tao, Research Note, 10 June 2004)

Japan’s Machinery Orders Rebounded Sharply

As we expected — although it would seem few others did — the Cabinet Office’s
machinery orders data showed a sharp 11.8% m/m sa (16.9% y/y) jump in core orders
in April. Consensus had expected only a 2.3% m/m (16.9% y/y) rise, possibly on the
basis that the Cabinet Office last month projected core orders to fall by 3.2% in Q2,
following the 5.6% in Q1. However, as we noted in our forecast (CSFB: 11%), such a
projection put the machinery orders numbers significantly out of line with almost all other
capex-linked indicators. Those indicators include the stronger-than-expected Q1 GDP
capex number (revised numbers released yesterday), the MOF’s Corporate Survey (last
week), very strong export growth through Q1 and also in April, and the sharp rise in
April of actual and expected industrial production. The market was even given a very
clear heads up yesterday when the Machine Tools Builders Association’s small survey
of machine tool orders posted another month of rapid acceleration in growth (up from
43% yly in April to 55% in May). Indeed, despite the strength of today's rebound, many
of the aforementioned indicators would suggest that there may still be more upside to
come from machinery orders, that will almost certainly, we feel, render the Cabinet
Office's -3.2% projection for Q2 orders a meaningless number. (S. Worrall, S. Adachi, S.
Ogasawara, T. Tanaka, Japan Economics Daily, 10 June 2004)

Japan’s Producer Price Inflation Rose Above 1% y/y in May

The BOJ’s domestic Corporate Goods Price Index (CGPI) rose 0.1% month-on-month in
May, which was actually a little less than the average month-on-month increase of the
last six months. The primary factor pushing the index up has been rising international
commodity prices which have translated into rising import prices. More recently, this
pressure has been exacerbated by rising crude oil prices and a weakening in the yen.
Base effects — namely that the index fell sharply a year ago in May — meant that the
year-on-year CGPI inflation rate jumped to 1.1% y/y this May, from 0.6% in April and
after having only just entered positive territory in March.

The continuing global and emerging domestic recovery may provide some potential —
through increased sales volume and export prices — for higher producer input prices to
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be absorbed in part by consumers through higher consumer prices. However,
historically, the degree of pass through to the CPlI is limited, with the burden often being
borne by profits and other inputs (namely labor) — with the ultimate impact being
deflationary. This risk is illustrated by data on the Manufacturing Output/Input Price
Ratio for April (also released by the BOJ today), which show that while manufacturing
output prices increased year-on-year — by 0.3% — for the first time in 12 months, input
prices rises accelerated to 2.9% y/y from 1.6% in March. This saw the overall
Output/Input Price Ratio — which tends to lead profits by around a year — fall 2.5% y/y
from -1.7% in March. The ratio has fallen consistently since August 2002 on the back of
rising commodity prices, but firms have been able to offset much of the pressure on
profit margins through increased sales volume and productivity improvements. How
long this can continue remains a key focus point for forecasters. (S. Worrall, S. Adachi, S.
Ogasawara, T. Tanaka, Japan Economics Daily, 10 June 2004)

New Zealand: A Decisive Monetary Tightening with More to Come
As widely expected, the Reserve Bank of New Zealand increased the OCR by 25bps to
5.75%.

The Bank admits that the economy is proving to be stronger than expected, leading to
widespread inflation pressures. In addition, compared to its March forecasts, the Bank
is factoring in the fall in the NZD, stronger global demand and stronger commodity
export prices. This leads it to project inflation breaching the 3% mark in early 2005.

Thus, the Bank indicated that further increases in interest rates would likely be needed
over the year ahead (note the plural). This tone was more hawkish than the market
expected. The Bank projects the 90-day rate heading to 6.5% in 1HO05. Not only that, in
the text it describes a number of upside risks to its forecasts for growth and inflation that
may require additional monetary policy pressure.

This is about as hawkish as an RBNZ Statement gets. Our current forecasts have the
Bank raising the OCR by another 25bp in July, but on the basis of this Statement we are
inclined to add another 25bp to our forecast for September, taking the OCR to 6.25% by
the end of the third quarter.

At the margin, the Statement is positive for the NZD, negative for NZ bonds and
negative for NZ equities. It reinforces our view that global equities offer more upside
than NZ equities over the year ahead. It should also continue to make investors wary of
investing in NZ cyclicals, particularly if the market believes that the Bank is being overly
aggressive. (J. Wong, First NZ Capital, 10 June 2004)
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Disclosure Appendix

Important Global Disclosures

The analysts identified in this report each certify, with respect to the companies or securities that
the individual analyzes, that (1) the views expressed in this report accurately reflect his or her
personal views about all of the subject companies and securities and (2) no part of his or her
compensation was, is or will be directly or indirectly related to the specific recommendations or
views expressed in this report.

The analyst(s) responsible for preparing this research report received compensation that is based
upon various factors including CSFB's total revenues, a portion of which are generated by CSFB's
investment banking activities.

Analyst’s stock ratings are defined as follows:
Outperform: The stock’s total return is expected to exceed the industry average* by at least 10-
15% (or more, depending on perceived risk) over the next 12 months.
Neutral: The stock’s total return is expected to be in line with the industry average* (range of
+10%) over the next 12 months.
Underperform**: The stock’s total return is expected to underperform the industry average* by
10-15% or more over the next 12 months.
*The industry average refers to the average total return of the analyst's industry coverage
universe (except with respect to Asia/Pacific, Latin America and Emerging Markets, where
stock ratings are relative to the relevant country index, and the CSFB HOLT Small and Mid-
Cap Aavisor stocks, where stock ratings are relative to the regional CSFB HOLT Small and
Mid-Cap Advisor investment universe.
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested
that analysts maintain at least 15% of their rated coverage universe as Underperform. This
guideline is subject to change depending on several factors, including general market
conditions.
Restricted: In certain circumstances, CSFB policy and/or applicable law and regulations preclude
certain types of communications, including an investment recommendation, during the course of
CSFB's engagement in an investment banking transaction and in certain other circumstances.

Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by
20% or more in a month in at least 8 of the past 24 months or the analyst expects significant
volatility going forward. All CSFB HOLT Small and Mid-Cap Advisor stocks are automatically
rated volatile. All IPO stocks are automatically rated volatile within the first 12 months of trading.

Analyst’s coverage universe weightings are defined as follows*:
Overweight: Industry expected to outperform the relevant broad market benchmark over the next
12 months.
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark
over the next 12 months.
Underweight: Industry expected to underperform the relevant broad market benchmark over the
next 12 months.

*CSFB HOLT Small and Mid-Cap Advisor stocks do not have coverage universe weightings.

CSFB’s distribution of stock ratings (and banking clients) is:
Global Rating Distribution*

Outperform/Buy* 35%  (59% banking clients)
Neutral/Hold* 40%  (53% banking clients)
Underperform/Sell* 16%  (45% banking clients)
Restricted 2%

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of
Outperform, Neutral, and Underperform most closely correspond to Buy, Hold, and Sell respectively; however,
the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to
definitions above.) An investor's decision to buy or sell a security should be based on investment objectives,
current holdings, and other individual factors.

Important Canadian Disclosures

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--
Non-Voting shares; RVS--Restricted Voting Shares; SVS--Subordinate Voting Shares.
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Individuals receiving this report from a Canadian investment dealer that is not affiliated with CSFB
should be advised that this report may not contain regulatory disclosures the non-affiliated
Canadian investment dealer would be required to make if this were its own report.

For Credit Suisse First Boston Canada Inc.'s policies and procedures regarding the dissemination
of equity research, please visit www.csfb.com/legal_terms/canada_research_policy.shtml.

Important CSFB HOLT Disclosures

With respect to the analysis in this report based on the CSFB HOLT methodology, CSFB certifies
that (1) the views expressed in this report accurately reflect the CSFB HOLT methodology and (2)
no part of the Firm’s compensation was, is, or will be directly related to the specific views
disclosed in this report.

The CSFB HOLT methodology does not assign ratings to a security. It is an analytical tool that
involves use of a set of proprietary quantitative algorithms and warranted value calculations,
collectively called the CSFB HOLT valuation model, that are consistently applied to all the
companies included in its database. Third-party data (including consensus earnings estimates)
are systematically translated into a number of default variables and incorporated into the
algorithms available in the CSFB HOLT valuation model. The source financial statement, pricing,
and earnings data provided by outside data vendors are subject to quality control and may also be
adjusted to more closely measure the underlying economics of firm performance. These
adjustments provide consistency when analyzing a single company across time, or analyzing
multiple companies across industries or national borders. The default scenario that is produced by
the CSFB HOLT valuation model establishes the baseline valuation for a security, and a user then
may adjust the default variables to produce alternative scenarios, any of which could occur.
Additional information about the CSFB HOLT methodology is available on request.

The CSFB HOLT methodology does not assign a price target to a security. The default scenario
that is produced by the CSFB HOLT valuation model establishes a warranted price for a security,
and as the third-party data are updated, the warranted price may also change. The default
variables may also be adjusted to produce alternative warranted prices, any of which could occur.
Additional information about the CSFB HOLT methodology is available on request.

Important MSCI Disclosures

The MSCI sourced information is the exclusive property of Morgan Stanley Capital International
Inc. (MSCI). Without prior written permission of MSCI, this information and any other MSCI
intellectual property may not be reproduced, re-disseminated or used to create any financial
products, including any indices. This information is provided on an “as is” basis. The user
assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party
involved in, or related to, computing or compiling the information hereby expressly disclaim all
warranties of originality, accuracy, completeness, merchantability or fitness for a particular
purpose with respect to any of this information. Without limiting any of the foregoing, in no event
shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling
the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital
International and the MSCI indexes are services marks of MSCI and its affiliates.

The Global Industry Classification Standard (GICS) was developed by and is the exclusive
property of Morgan Stanley Capital International Inc. and Standard & Poor’s. GICS is a service
mark of MSCI and S&P and has been licensed for use by CSFB.

For disclosure information on other companies mentioned in this report, please visit the website at
www.csfb.com/researchdisclosures or call +1 (877) 291-2683.

Disclaimers continue on next page.
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