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THE WEEK AHEAD 

Thin Holiday Season Market Liquidity Amplifies Fiscal Cliff Risks 

 Please see our full indicator, central bank, auction and event calendars on pp. A3-A7. 
 
It’s crunch time for US budget negotiations and a deal before Christmas is all but impossible now given how 
far apart the GOP and White House remain in their negotiations and given the need to have room for votes in 
the Senate and the House of Representatives.  I remain of the bias that we’re going over the cliff and that 
market uncertainty will heighten and persist through much of Q1 as the GOP leverages its negotiating power 
on short-run and longer-run agreements via the debt ceiling that looms ahead.  Headline risk stemming from 
budget talks will therefore remain the dominant risk facing US and global markets.  The US Treasury also 
auctions 2s, 5s and 7s next week against the backdrop of budget negotiations.  A wave of data releases will 
offer elevated risk into the holiday break for many, but not at the expense of a still fairly active release 
calendar the following week.  It’s a key week for updates on how the household sector is performing 
including releases for housing stats, housing resales, homebuilder confidence including model home foot 
traffic, real retail sales following the release of nominal retail sales and CPI, and household income and 
spending.  Our bias remains that recent strengths in housing must be weighed against very weak trend growth 
in consumption with the risk of a near-term confidence set-back stemming from the cliff dialogue, but US 
markets could then witness solid and sustained housing contributions to GDP growth into later next year and 
2014.  A few significant updates on the business sector will include the Philly Fed manufacturing gauge that 
may well bounce back somewhat from Sandy-induced weakness in November, ditto for the Empire 
manufacturing report, and durable goods orders that are expected to be soft in part due to pre-cliff hiring and 
capital spending uncertainties.  The final print for Q3 GDP is expected to be fall within a 2.6-3.0% range 
compared to the prior second estimate of 2.7%.  Fed talk is of third tier importance next week following the 
Fed’s full disclosure this past week, but Richmond Fed President Jeffrey Lacker (voting 2012, nonvoting 
2013, dissenter) and Dallas Fed President Richard Fisher (nonvoting 2012, alternate 2013, hawk) both speak 
on the economic outlook.  Finally, the WTO will aim its sights at the US as it reviews US trade policy. 
 
Canadian markets will face a rush of data releases before Canadian statistical agencies largely shut down 
with no planned indicator releases after next week until January 4th when jobs data land.  Home resales are 
released on Monday.  We already know that regional real estate boards reported fairly broadly based 
weakness in November, but the value in Monday’s release will be that the Canadian Real Estate Association 
in conjunction with Statistics Canada will apply seasonal adjustment factors to the data.  There are no 
consensus estimates for this print, but we’ll be looking for a decline.  The far bigger development will be that 
we will get our first glimpse at monthly GDP into Q4 when next Friday’s October release hits the wires.  
Consensus is expecting a rise of 0.1%, but the range of estimates runs from -0.2% m/m to +0.3% m/m.  Part 
of the uncertainty here stems from the fact that about one-third of economists have not updated their 
submissions to the Bloomberg consensus survey in the wake of the bleak 2.4% m/m decline in the volume of 
manufacturing shipments during October.  Shipments (a gross concept) do not necessarily translate well into 
inflation adjusted manufacturing GDP (a value added concept), but the sheer volume of the decline will 
probably have manufacturing act as a drag on the economy in October.  The other part of the uncertainty in 
next week’s GDP call is that we’re missing key releases that we would ordinarily depend upon as parts of the 
add-up puzzle and this is because of the compressed release schedules in order to clear the decks before the 
holidays.  One part of that puzzle will be Wednesday’s wholesale trade figures, and the other part will be the 
next day’s retail sales figures.   Consensus is expecting a decent rise in wholesale trade, and a mild gain in 
retail sales although the latter is one of the most difficult variables to forecast.  If your appetite for volatile 
data is still not whetted enough, then Friday’s November CPI release will be the last gift under the tree.  
Inflation is a dead issue in Canada, with headline tracking at about an estimated 1% y/y pace during 
November such that when the BoC’s estimate of how CPI overestimates true inflation by about a half 
percentage point is considered, we’re tracking only about 0.5% y/y inflation in reality.  Canada auctions $3.3 
billion in 2s on Wednesday. 
 
European markets slip into holiday mode essentially starting next week on a fairly inactive calendar.  This 
could pose liquidity risks on thin trading action pending developments in US budget talks.   Germany’s IFO 
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THE WEEK AHEAD 

… continued from previous page 

business confidence metric is expected to improve a touch in the consensus call for the December reading, 
but the risk here lies in how Italian political instability and US fiscal talks impact sentiment.  UK markets 
could be fairly reactive to updates for CPI, retail sales, the final Q3 GDP estimate, and minutes to the 
December 6th Bank of England meeting.  Sweden’s Riksbank is expected to cut its repo rate by 25bps to 1% 
by 15 of 16 forecasters, while Norway’s Norges Bank is expected to keep policy on hold.  Spain releases its 
second last year-to-date budget deficit update of the year on Tuesday.  Italian industrial orders and retail 
sales, plus the Eurozone trade balance round out the releases. 
 
Asian markets will be watching a key question:  Will the Bank of Japan add to its asset purchases on 
Thursday?  Recent communications from the BoJ have implied that it sees itself as already having added 
significant additional stimulus when it increased its scheduled bond purchases and threw in a ‘funding for 
lending’ type scheme this fall – although you wouldn’t know it from reading the Japanese press, which 
remains quite critical of the BoJ.  The BoJ has been opposed to such proceeds being used to purchase 
government securities.  Elsewhere in the central bank space, the RBA will release minutes from its December 
meeting, when it surprised markets somewhat by cutting rates by 25bps.  The Reserve Bank of India will 
make an interest rate announcement on Tuesday morning, with consensus expecting a 25bps cut to the cash 
reserve ratio as India deals with lower-than-desired growth but rampant inflation that prevents more 
aggressive interest rate relief.  It will be an otherwise fairly quiet week in terms of economic data, with the 
marquee releases being Japan’s trade numbers on Wednesday and Chinese property prices on Tuesday.  
Japan’s trade deficit has widened to record levels as Japan imports more energy products while its exports 
have been sluggish along with the rest of Asia’s due to slower Chinese growth.  With that in mind, the 
Chinese government-produced data on the trajectory of home prices in major Chinese cities will be closely 
watched for hints of a resurgence in Chinese real estate activity, while Hong Kong employment and CPI 
numbers will give a fairly detailed look at developments in one of China’s larger cities.  New Zealand’s Q3 
GDP numbers are expected to show moderate growth of 0.4% q/q on Thursday.  This week will also bring 
Malaysia’s CPI numbers for November and Philippines jobs numbers for October. 
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GLOBAL HOUSING MARKET 

 

 The downward pressure on pricing in a number of national housing markets appears to 
have eased over the summer and early fall, though considerable strains remain.  

 
In the majority of advanced and emerging nation property markets we track, average inflation-adjusted house 
prices were negative on a year-over-year basis in the third quarter. However, many are showing some 
tentative signs of stabilization, including the U.S., the U.K., Australia and China, supported in part by highly 
accommodative monetary policy. 
  
At the same time, there is little evidence of significantly improved momentum. Outside of the continuing 
deep property slumps in Spain and Ireland, pricing in most national housing markets appears range-bound for 
the time being. In 12 of the 17 (71%) countries reporting Q3 data, average prices were in a +/- 3% y/y range. 
In 14 (82%), they were within +/- 4% y/y.  
  
This relatively flat global performance suggests an ongoing high degree of caution among households and 
investors unwilling to make big residential property bets at this juncture. Lower home prices and historically 
low interest rates are supporting affordability, but in many countries mortgage lending conditions remain 
tight. Housing oversupply also continues to pressure prices in some markets.  
  
Housing markets remain weakest in Europe, not unexpectedly given ongoing recessionary conditions, fragile 
consumer confidence and high joblessness. The euro zone wide unemployment rate rose to a record 11.7% in 
October, while for young workers under 25 it has soared to almost 24%. Wage compression and emigration 
are further reducing the pool of potential homebuyers. These markets are expected to remain under pressure 
through 2013. 
  
Cyclical and fundamental factors favour the United States over the overvalued housing markets in Canada, 
Australia and Sweden, where years of rising prices have eroded affordability. Even so, the still sluggish pace 
of U.S. job growth will moderate the recovery. Among emerging nations, Latin American housing markets 
are generally outperforming those in Asia, supported by solid domestic activity and labour markets. 
  
Europe: Ireland and Spain continue to show the deepest property slumps in 
our survey, with both markets posting double-digit y/y real price declines. 
Conditions also remain soft in France and Italy, with prices down 
moderately y/y. There are some tentative signs of stabilization in the U.K. 
and Sweden. Switzerland remains one of the strongest national housing 
markets in our sample.  
  
North America: Housing activity in the United States is gearing up. Real 
home prices are rising moderately on y/y basis, though are still down 
roughly 30% from their 2005-06 peak. At the same time, Canadian housing 
activity has geared down, with average inflation-adjusted home prices 
moderately below year-ago levels for a third consecutive quarter in Q3.  
  
Asia-Pacific: Australia’s housing market is stabilizing following a 
moderate price correction last year. Meanwhile, Korea’s housing market has 
stalled, and land prices continue to decline in Japan. In emerging Asia, 
conditions appear to be steadying in China, but continue to deteriorate in 
India. Pricing is relatively flat in Thailand and Indonesia. 
  
Latin America: Mexico’s residential property market has stalled, while 
Chile continues to report moderate price gains. Colombia recorded strong 
price growth through mid-2012. 
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CHINA MACRO COMMENT 

 

 Aggregate financing has diversified its sources and should set a new record in 2012 
against perceptions that new yuan loan growth is waning. 

 
Markets often misinterpret financing patterns of Chinese firms.  For instance, as new yuan loans provided 
each month have waned over the second half of 2012, a bias has been to interpret this as evidence that 
attempts at providing stimulus to China’s economy through predominantly state-owned banks are failing.  
There are two counter-arguments to this. 
 
The weaker counter-argument is that 
there is strong seasonality to new yuan 
loans data as loan growth typically surges 
at the beginning of the year once state- 
determined loan quotas are set and work 
their way through the banking system.  
This typically leads to enormous 
seasonality that has early-year strength 
followed by weaker volumes of new 
loans later in the year. 
 
The stronger and less recognized 
argument is that Chinese firms are 
becoming more sophisticated in their use 
of varied financing products over time.  
To just emphasize new loans 
denominated in yuan currency terms 
ignores over half of the full suite of 
financing vehicles that include local and 
foreign currency denominated loans, 
corporate bond issuance, equity 
issuance, BAs, entrusted loans and trust 
loans.  Aggregate financing across all of 
these combined products has already set 
an all-time record in 2012 on a year-to-
date basis with one month to go (chart 
1).  We look at the figures in year-to-
date terms to smooth out volatility and 
because none of the figures are adjusted 
for seasonality at the source which 
compromises the ability to evaluate 
growth on a month to month or quarter 
to quarter basis.  This provides a very different picture of health in the appetite for financing. 
 
Chart 2 shows that much of this recent growth has been in corporate bond issuance and bankers acceptances.  
Corporate bond issuance in particular has more than doubled recently.  
 
 
 

  

Chinese Companies Setting A New Financing Record  
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EUROPE 

 

Russia and Turkey both experienced a broad-based moderation in economic activity in the third quarter of 
2012, seeing a sharp deceleration in GDP growth relative to the first half of the year. The Russian output pace 
slid to 2.9% y/y, from an average of 4.5% in the prior two quarters, while Turkish growth subsided to 1.6% 
from 3.2%. Both economies have suffered from the heightened risk aversion, currency volatility and reduced 
external demand attributable to the ongoing crisis in the euro area and wider slowdown in global growth 
through the middle of 2012, in addition to domestic drags, including the drought in Russia and pronounced 
monetary tightening in Turkey (which has been partially unwound in recent months). 
 
Both nations are poised to regain momentum over the medium term as 
domestic demand recovers. We anticipate growth in the 4%-4.5% range 
in Turkey in 2013-14, with the Russian pace slightly lower at 3.5%-4% 
(while Turkey should pick up next year, Russia will likely see growth 
dip further before rebounding in 2014). Spillovers from the recession in 
the euro area will be contained by the declining reliance on the currency 
union as a destination for exports (see first chart). In fact, in the last 
decade Russia has become Turkey’s top trading partner (surpassing 
Germany), though this is largely due to rising natural gas imports from 
Russia. Moreover, Russia will build the first nuclear reactor in Turkey. 
 
Over the last year, Turkey has been able to engineer a soft-landing while 
rebalancing the economy to have a more even and sustainable growth 
composition. During the recovery in 2010-11, growth was driven by a 
credit-driven consumption boom while net exports acted as a drag. The 
rate of consumer lending has dropped from a pace of over 40% y/y 
through much of 2011 to around 15% in recent months. Meanwhile, 
exports have advanced 13% y/y year-to-date, and imports have contracted 23%. This has helped to narrow 
the current account deficit; the 12-month cumulative deficit reached US$53.1 billion in October from a peak 
of $78.5 billion a year ago. The current account gap will measure around 7% of GDP this year and next (see 
second chart). However, Turkey remains a heavy energy net importer, and progress on the current account is 
thus susceptible to a spike in commodity prices (the nonfuel deficit is only around 1.5% of GDP). 
 
Russia is also vulnerable to commodity prices, particularly oil and gas. 
The fiscal break-even crude oil price has skyrocketed since the 08-09 
crisis, from around US$34/bbl in 2007 to almost $120 in 2012. In boom 
years, higher commodity prices allowed the government to increase 
spending while maintaining a strong fiscal position and vast foreign 
reserves (US$527 billion), but the situation is unsustainable. For 
instance, after averaging US$6.14/mmbtu over 2007-10, the price of 
natural gas has come down, averaging only $2.80 in 2012 so far. 
Russia’s nonoil fiscal and current account deficits equate to roughly 
10% of GDP. Added to the vulnerability to oil and gas prices are 
demographic challenges (the population is ageing and shrinking), a 
declining overall current account surplus (as rising incomes boost 
imports), and infrastructure deficiencies (owing to political heel-
dragging as well as the state-dominated economy’s reliance on oil and 
gas exports, worth 60% of total external shipments, to the detriment of 
other sectors). These issues imply increasing strains on government 
finances, though the budget in 2012 will be roughly balanced. The Putin 
administration has introduced a fiscal rule in order to weaken the link between fiscal accounts and oil prices, 
whereby government expenditures will be conditional on long-term average oil prices (not forecasted prices). 
However, most analysts believe that the formula, which replaces an older, stricter fiscal rule, won’t go far 
enough fast enough, with the plan to bring the nonoil deficit to a still-high 8.6% of GDP by 2015.  
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Russia & Turkey: Growth Outlook Sound, Structural Challenges Remain 
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 US MONETARY POLICY 

 

 Theory and evidence argue against a weaker USD in response to QE. 
 
Our aim in this article is to focus solely upon 
the impact of successive rounds of quantitative 
easing by the US Federal Reserve on the USD.  
There has been no material consistent or 
sustained reaction in the USD to the Fed’s 
introduction of QE4 on December 12th which 
entailed purchasing $85 billion in combined 
monthly purchases of MBS and Treasuries is 
unlikely.  This absence of QE influences upon 
the USD is likely to persist, in keeping with 
the pattern to date stemming from successive 
rounds of QE. 
 
Event Studies Reject QE Influences 
We’ve argued against the USD debasement 
fears that have emanated from within the 
Emerging Markets (EM) space for years now, 
as relative GDP growth rates are by far the 
dominant currency driver the world over.  As 
chart 1 demonstrates, an event study on USD 
reactions to three waves of QE from the Fed 
within the period of two months on either side 
of the policy announcements to date turns up 
no consistent, sustained or material impact 
upon the USD on a broad trade-weighted 
basis. 
 
One may counter that this is because the DXY 
is a distorted measure that compares the USD 
to a basket including other currencies engaged 
in alleged beggar-thy-neighbour QE 
debasement policies so the result is 
irrelevant.  However, even a comparison of the 
USD to CAD — a currency not subject to QE 
— yields the same result via no sustained, 
material or consistent impact of QE 
announcements on the exchange rate either 
leading up to or following  the policy moves 
(chart 2).   
 
No QE Influence On Longer-Term 
USDCAD Movements 
One might further counter that the 
announcement effect evaluated two months to 
either side of the introduction of new rounds 
of QE is too short-dated and that the Fed’s QE 
policies carry their influences over a longer 
period of time.  Fair enough, as this is worth 

  

Fed Policy Not Debasing The US Dollar 
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 US MONETARY POLICY 

… continued from previous page 

considering, but chart 3 is our answer to this assertion.  CAD’s path to parity against the USD started almost 
a decade before the Fed engaged in QE policies.  This path, in turn, followed a period of enormous weakness 
in the Canadian economy amidst economic and political instability over the 1990s that hammered CAD to 
equaling 62 US cents by 2002.  Once the country righted itself, and partly as commodity prices lifted over 
time on a China/EM strength story, CAD resumed an appreciating path to parity against the greenback until 
just before the global crisis hit.  Extreme safe-haven seeking in the depths of the crisis disrupted this story 
only temporarily, but the parity argument was restored very soon after the depths of the crisis when risk 
appetite was restored and by returning the focus to Canada’s solid fundamentals, relatively sound fiscal 
management and healthy banking system.  Indeed, after extreme risk aversion had settled down, USDCAD 
has generally moved within a trendless range close to either side of parity from QE2 onward through QE4.  
The primary driver of movements in USDCAD from 2007 onward has been shifting risk aversion and pretty 
much all of that effect was confined to mid-2008 through to mid-2010.  If anything, what is remarkable in the 
debate over the role of US monetary policy is the total lack of any real trend in USDCAD since 2010 through 
myriad global upheavals and successive rounds of global fiscal and monetary policy changes.  Volatility 
within fairly narrow bands, yes, but sustained secular moves have been absent USDCAD throughout most of 
the QE-period. 
 
Debasement Theory Doesn’t Apply In The Crisis Context 
Apart from the pretty clear empirical evidence, what’s the theory behind why the USD is not being debased 
by Fed policy?  Monetary policy debases the currency during normal times — all else equal — if rapid 
growth in the money supply chases the same or fewer goods and services in production and stokes domestic 
price inflation relative to foreign prices and thus requires the nominal exchange rate to depreciate over time 
through arbitrage activities.  The first problem with timing a currency call on this theory is that it defies the 
notoriously imprecise, long and variable lags to interest rate and purchasing power parity drivers of an 
exchange rate.   
 
Second, these are hardly normal times.  Narrow money has exploded over the crisis, and M2 has risen by 
almost 40% since the start of 2008, but monetary aggregates are gross concepts that fail to net out 
developments on the other side of the central bank’s balance sheet.  As the Fed’s balance sheet has grown, 
almost every nickel of rising gross money supply has been punted right back to the other side of the Fed’s 
balance sheet through excess reserves held by the financial system with the central bank.  ‘Thank you for the 
cheap funding, but we haven’t a clue what to do with it’ has been the US financial system’s response to 
successive rounds of quantitative easing.  Other ways of depicting this include still-falling money multipliers 
and velocity of money as the lending channels remain broken.  Thus, more money is not out in the system 
chasing the same or fewer goods and services, and hence inflation has not been stoked.  It is doubtful that 
inflation is a medium-term risk either, partly on spare capacity considerations,  and the longer run risk must 
consider today’s greater variety of policy tools by which the Fed can withdraw liquidity such as ceasing 
coupon reinvestment, raising interest on excess reserves, term deposit sales, repo activity, perhaps asset sales, 
and hiking the fed funds target itself.   
 
In order for unconventional US monetary policy to come to influence the USD, what we would watch for are 
far more convincing signs that monetary policy transmission channels are being repaired and thus a rising 
risk that broad money growth is indeed going out and staying in the financial system in order to drive 
potential inflation risk.  The second pre-condition is for the Federal Reserve to fail to use unconventional exit 
policies in order to head off inflation and hence debasement fears.  Once we reach that juncture, however, it 
will probably be because broad economic growth prospects are picking up in which case that could well 
prove to be rather beneficial to the USD.  
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PROVINCES 

 The Provinces’ Export Performance 

 Only three provinces, each assisted by resource exports, reported an international trade 
surplus in 2011. Growth of interprovincial, rather than international, exports has been 
more regionally balanced over the past five years. 

 
In 2012, Canada is grappling with a nominal merchandise trade deficit 
expected to widen to almost $12 billion, while softness in net export volumes 
of goods & services is dampening output growth.  The revised Provincial 
Economic Accounts data released for 2007-11 offer some regional detail on 
Canada’s international trade challenges. By 2011, only Newfoundland & 
Labrador, Saskatchewan and Alberta boasted sizeable international trade 
surpluses (chart 1), aided by the recovery in commodity balances following 
the sharp 2009 correction.  Resource prices, which have softened this year, 
supported the few instances of major improvements in international terms of 
trade among the provinces relative to pre-recession levels (chart 2), with a 
12% appreciation of the Canadian dollar from early 2007 to late 2011 
otherwise limiting exporters’ receipts1. Aside from the aforementioned 
provinces with international trade surpluses and British Columbia, the other 
provinces failed to reverse significantly the deterioration in their 
international trade balances from the recession, with Ontario and Quebec, in 
particular, struggling with wider international trade shortfalls.  
 

Almost all of the provinces witnessed a post-recession rebound in 
international export volumes, but only four achieved volumes that were 
measurably higher in 2011 than 2007 (chart 3). The federal government’s 
efforts to broaden Canada’s formal trade ties beyond the U.S., 
complemented by provincial and industry efforts, are spurring export gains, 
albeit slowly, as illustrated by the upswing in B.C.’s lumber shipments to 
China.  Though Canada’s international services deficit persists, encouraging 
are the real and nominal gains in services exports made by Nova Scotia, 
Ontario and the four western provinces from 2007 to 2011. In 2011, receipts 
for international service exports as a share of total exports exceeded 16% for 
Ontario and Quebec, 26% for British Columbia and 32% for P.E.I. 
 

In contrast to the challenges in international trade, the impact of 
interprovincial trade has been more broadly positive, spreading the benefits 
of major projects and regional growth. Nearly all of the provinces increased 
their real interprovincial exports from 2007 to 
2011, and the pricing of these trade flows is 
more stable (chart 4). An important policy 
objective remains facilitating interprovincial 
trade, as exemplified by the New West 
Partnership Trade Agreement among B.C., 
Alberta and Saskatchewan. In 2011, only 
Ontario and Alberta had large interprovincial 
trade surpluses, with Ontario accounting for 
more than 60% of the total, down from 
nearly 90% in 2007. After interprovincial 
trade deficits in 2007 and 2008, Quebec’s 
balance improved to small surpluses for each 
of the last three years. 

 
 

 

* All charts: goods & services data.  Source: Statistics Canada, Scotiabank Economics.   
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 Limited employment opportunities have dampened youth participation rates. 
 
Behind Canada’s uneven, and in fact disappointing performance 
in reducing youth unemployment are some diverse regional 
trends. Over the first nine months of 2012, half of the 2011 
improvement in Canada’s youth unemployment rate was reversed, 
pushing the rate up to an average 14.5% despite declines in 
Western Canada and Newfoundland & Labrador. From January to 
September, as the youth labour force declined, the contraction in 
their employment was larger. Encouraging, therefore, was the 
0.7% rise in national youth employment during October and 
November, dropping the 15-24 jobless rate to 14.0% from 15.0% 
in September, with job creation in Newfoundland & Labrador, 
P.E.I., Central Canada and Alberta. The key question going 
forward is whether this two-month employment gain for younger 
workers can gain momentum and broaden to other provinces. 
 
Not surprisingly, given their fast-track resource-based growth, 
youth unemployment rates are lowest in Alberta and 
Saskatchewan, at 9.0% and 9.4%, respectively, to date in 2012, 
with the increase in their jobless rates relative to 2008 less than 
two percentage points (chart 1). Conversely, since 2008 the youth 
unemployment rate has climbed by roughly five percentage points 
in British Columbia and Nova Scotia, almost 3½ percentage 
points in Ontario and New Brunswick, and 2-2½ percentage 
points in Manitoba, P.E.I. and Quebec. Newfoundland & 
Labrador stands out for a youth unemployment rate virtually 
unchanged since 2008, largely due to the sharp drop in its 15-24 
population. Importantly, the 2009 recessionary peak in youth 
unemployment rates in each province was lower than in prior 
downturns, except for Ontario where the youth jobless rate 
matched prior peaks (chart 2).  
 
Since the pre-recession high in 2008, the number of Canadian 
youth in the labour force has dropped 5.1% nationally (chart 3). 
The fall-off, widespread, was particularly pronounced in Alberta 
and New Brunswick. If the 15-24 labour force had remained 
constant over the past four years, the current youth unemployment 
rate would be 4.4 percentage points higher at 18.8% nationally, 
6.4 percentage points greater in Western Canada at 17.4%, and 
roughly five percentage points higher in the Maritime provinces 
and Ontario, to 23.2% and 21.9%, respectively. For Quebec, with 
only a small four-year decline in its youth labour force, the 15-24 
unemployment rate would be up less than one percentage point at 
14.6% and Newfoundland & Labrador’s youth unemployment 
rate, given its labour force gains, would be 2.0 percentage points 
lower at 17.2%.  
 
After falling for thirteen consecutive years through 1993, 
Canada’s youth population has grown by roughly 15%, peaking in  

Canada’s Youth Labour Markets: Regional Variations 

 * For all charts in the article: 2012 data to 
November.  Source: Statistics Canada. 
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2010 and subsequently edging lower (chart 4). The national trend, 
however, masks considerably different paths among the provinces. 
Over the past two years, declines in the 15-24 population in 
Newfoundland & Labrador, Nova Scotia, New Brunswick, Alberta, 
and Saskatchewan have contrasted with the gains reported in P.E.I., 
Manitoba and Central Canada.  
 
Driving the four-year decline in the youth labour force is the fall in 
participation rates, nationally from 67.5% in 2008 to 63.7% so far in 
2012, with decreases in all the provinces except Newfoundland & 
Labrador (chart 5). In the latter province, the youth participation rate 
rose by over five percentage points to 61.0%, a record high that 
surpasses the rate in Ontario. 
 
Discouraging Canada’s younger workers is the sharp decline in jobs 
during the recession with no significant recovery since. Youth employment in Canada remains roughly 8.0% 
below its pre-recession high in 2008, with the most notable declines in British Columbia, New Brunswick, 
Alberta, Nova Scotia and Ontario (chart 6). Newfoundland & Labrador, on the other hand, has witnessed a full 
recovery in youth employment and reflects the synergy of jobs attracting younger workers into the work force, 
prompting employers in this expanding economy to rely on the youth cohort as well as older workers. In 
contrast, in Alberta, after very tight labour market conditions, payrolls plunged, convincing many youth to 
return to high school or pursue post-secondary education.  
 
In Alberta and most other provinces, completing education programs has subsequently kept many students out 
of the labour force for up to several years. The completion of these programs alongside the slow recovery in 
employment has dampened the rebound in youth employment-to-population ratios in most regions since the 
recession (chart 7). Encouraging education are the data indicating current unemployment rates averaging less 
than 10.0% in Western Canada for youth with at least some post-secondary education, and less than 12.0% in 
Central Canada. Moreover, youth with a university degree have experienced employment gains over the past 
two years in all provinces, as have students with some post-secondary education in several regions. Looking 
ahead, the underlying demographics preclude a surge in Canada’s 15-24 population, but creating sufficient 
jobs for graduating students still represents a challenge given that workers over age 55 have dominated post-
recession employment gains.  
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 The US move toward developing energy independence and increasing energy exports 
poses challenges to Canada’s own energy exports. 

 
There are three broad categories of challenges facing Canadian exports.  The first is that stripping out all energy 
exports (crude oil, refined petroleum, natural gas, electricity, etc.) from total exports yields chart 1.  Nominal 
energy exports fell earlier in the year and have failed to gain traction since then.  Energy weakness is a by-
product of a rather unusual medley of influences including fires at refineries, production bottlenecks at key 
distribution points, and technical disruptions.  If all of these shocks were shaken off, then one might surmise that 
this might lift the nominal energy exports tally from about C$8.4 billion now back up to about C$10 billion 
before such disruptions really began to bite.  Nevertheless, even if this happened, we would still be left with a 
picture of weakness in the other three-quarters of Canadian 
exports (also shown on chart).  Shaking off the energy 
disruptions — and we’ve been praying for this for a long 
time now — would still leave a flat no-growth picture for 
the majority of what Canada exports.   
 

A second challenge is that US growth, which still absorbs 
just shy of three-quarters of Canadian exports, is likely 
going south over the next six months while CADUSD 
and moribund productivity growth combine to hammer 
away at Canadian export competitiveness.  In fact, in my 
own opinion, I’d be pleasantly surprised to see any US 
GDP growth in 2013H1 even under a relatively 
optimistic set of cliff assumptions.   
 

A third challenge is that even if the long-hoped-for end to 
technical disruptions to Canadian energy exports arises, 
Canada’s problem is that the one-quarter of our exports that 
is now energy related (double a decade ago) is facing rising 
competition from the US.  As charts 2 and 3 demonstrate, 
US crude oil imports are being crowded out by domestic 
crude production, and falling US domestic consumption of 
all petroleum products is occurring alongside rising US 
exports of all petroleum products.  In other words, Canada is 
getting hit from two sides here: losing US import market 
share to the rising US focus on domestic energy 
independence, and more competition from US exports in 
other parts of the world.  Ancillary issues make the 
challenges more striking.  Canada has under-invested in 
infrastructure and can’t get enough energy product to the 
west coast for export to Asia, or southbound through 
underdeveloped pipelines, or east-west for that matter in 
order to conduct arbitrage across vast discrepancies in 
various oil benchmark prices.  For another, the US is rapidly 
developing energy independence through shale gas and 
other plays.  Also, the recent decision to be an exporter of 
US LNG will challenge Canadian plays. 
 

In all, prospects for a gradually stronger global economy 
over 2013-14 may yield some beneficial influences for 
Canadian exporters, but the country is unlikely to 
leverage off of world and US growth through its trade 
account to the extent to which it has in past cycles. 
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 BoC Governor Carney’s comments were taken out of context, but the suggestion of 
replacing the BoE’s inflation target with an NGDP target is fraught with policy risk. 

 
Bank of Canada Governor Mark Carney made waves in the UK with comments on nominal GDP (NGDP) 
targeting in his speech to the Toronto CFA Society.  His comments were probably taken out of context, as 
Carney stressed that his remarks were not necessarily applied to the UK and his speech explored numerous 
hypothetical central bank communication strategies.  Nevertheless, this provides an opportunity to explain 
why we think NGDP targeting is risky business.  There are some merits to the idea in a world searching for 
alternatives to monetary policies that have had limited efficacy to date, and some of them are explored in 
another article in this week’s Global Views by our UK economist Alan Clarke.  We felt it worthwhile, 
however, to reconsider some of the cautions associated with this policy option that we have noted previously. 
 
Before doing so, a quick definition is in order.  Recall that the notion of NGDP targeting argues that a central 
bank should target a level of nominal GDP over time by comparing actual nominal GDP levels to an assumed 
trend line function grown at an assumed rate over time.  When actual nominal GDP undershoots the trend 
line, an easing bias should be in place until the level of output is restored along the trend line.  The opposite 
holds when actual output is riding above an assumed trend line.  This approach differs markedly from 
inflation targeting in that the latter perpetually resets the clock and considers inflation risk at the margin such 
that past policy misses in either direction are water under the bridge.  NGDP targeting, however, has memory 
to it such that past policy misses carry influence in future policy guidance. 
 
How The Target Is Hit Should Matter 
The first concern with NGDP targeting is that it does not care how the nominal GDP target is achieved.  If 
not accompanied by secondary objectives, then it draws no distinction between hitting an NGDP target all 
through inflation and no volume growth, or vice versa.  In our view, the policy mixture should still very much 
matter.  Indeed, when central bankers suggest ambivalence toward the achieved policy mixture of higher 
output and higher prices, the advice may well be to avoid the nation’s bonds and currency particularly from a 
starting point of poor real yields. 
 
Arbitrary Starting Points 
A practical problem entails when to start 
NGDP targeting and the dangers of getting 
the starting point wrong.  For example, let’s 
say the BoE started NGDP targeting back in 
early 2008 as the global economy was 
plunging toward the depths of the crisis.  
Chart 1 would have been the result under a 
range of long-term growth scenarios that 
determine three different NGDP trend lines 
at either 3%, 4% or 5% annual nominal GDP 
growth rates.  There are many possible 
mixtures of inflation and real GDP growth 
that can combine to deliver these nominal 
growth targets, including, say, a 4% nominal 
figure comprised of about 2% real growth 
that may be roughly in line with the long-run 
speed limit of the economy and 2% inflation.  
We then bracket this by one percentage point 
on either side.  Thus, we offer a trend range.  
The red line is the level of actual nominal 
GDP since this point.  Clearly, actual NGDP 
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has persistently undershot all trend lines and would be likely to do so for years to come, thus requiring policy 
accommodation for a long time yet. 
 
To demonstrate the sensitivity to this assumption, let’s instead change the starting point to 2000.  This is an 
arbitrary choice, but demonstrates that for years the UK economy was overshooting toward the upper bound 
of the NGDP target growth rates we have suggested and hence the contribution of monetary policy toward 
imbalances in housing and the broader economy.  The crisis era brought a shock that simply restored NGDP 
back to the mid-point of this target range.  In other words, years of overshooting an NGDP target through 
excessively loose monetary policy was ‘fixed’ by the crisis that posed a one-off downward shock to nominal 
GDP requiring potentially no further policy measures from this point in restoring NGDP to a trend line.  
Since nominal GDP targeting has memory to it, we shouldn’t be so cavalier about tossing aside the possibility 
that past policy wrongs have already been addressed.  Who is to say that a price should not be paid for years 
of past monetary policy excesses, instead of compounding them from one policy regime to the next?  Indeed, 
to do so could well induce permanence to getting monetary policy wrong for upwards of a full generation.  
Thus, the policy implications associated with defining an arbitrary starting point are profound. 
 
Arbitrary Trend Growth 
Not only is the starting point to NGDP targeting arbitrary, but the targeted speed limit in determining an 
NGDP trend line is equally arbitrary.  Because bygones are not bygones under NGDP targeting, the long-run 
success of an NGDP targeting framework is very much sensitive to the precise long-term growth target.  The 
accompanying charts have bracketed the long-run growth assumptions by just one percentage to either side of 
a baseline assumption of 4% nominal GDP growth.  This might sound small, but even such small deviations 
from this base trend line rate of growth when compounded year upon year over time can give rise to 
massively different policy implications.  If, for instance, an NGDP target had been set in 2000 as per the 
second chart, then just a dozen years later, the cumulative spread between the upper (5%) and lower (3%) 
scenarios equals 27% by 2012.  Policy makers had better have far greater cause for certainty in picking their 
magic number than we have in assessing long-run inflation and long-run potential GDP growth. 
 
Scope For Positive Impact Is Minor 
With 5 year gilts at about 0.8% and 10s at 1.84%, the market benefits of embracing a nominal GDP targeting 
framework are likely to be modest through a potential further lowering of rates in a more overt easing signal.  
Since the markets are already attaching little to no term premia to the rates structure, the risk is that of 
dislodging market inflation expectations and thus posing the risk that the policy backfires. 
 
Conclusion 
The BoC has been a leader in research on alternative targets such as nominal GDP or price level targeting and 
Carney and his staff have remarked on this area of research many times in the past including the 
environments within which such options may or may not be useful.  A fairly rich literature on the topic 
including staff research studies is available on the BoC’s web site and has been insightful in the global 
debate.  Indeed, the debate is more advanced on this side of the Atlantic than in Europe.  BoC research has 
tended to downplay the usefulness of such policies to date.  Their work with behavioural focus groups, for 
example, has tended to lead them to conclude that the concept would be difficult to convey to markets and 
agents in the broader economy, and policy credibility would be difficult to consistently enforce over time.    
 
We believe these cautions apply to the UK context.  Even temporarily dropping the BoE’s current inflation 
targeting framework in favour of NGDP targeting would be risky given that a prerequisite to long-run market 
stability is a consistent understanding of the rules of the game.  One may counter that the BoE tacitly already 
embraced NGDP targeting by tossing aside its own inflation targets for years, but formally embracing NGDP 
targeting would have a greater aspect of permanence to it.  With that permanence, we fear that after having 
arguably lost its way to date, monetary policy may risk sparking far greater future market instability by 
experimenting with an NGDP targeting framework. 
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The following article was published on December 13, 2012. 
 
The Colombian government continues to vacillate on the optimal tax rate for foreigners purchasing peso-
denominated government debt. Today’s news was that Congress is again considering a tax rate below 25% 
after having rejected a plan for 14% earlier in the week. Part of the difficulty must certainly be its attempt to 
pass the bill this month in order for it to become effective for 2013 rather than 2014, leading to a variety of 
different bills and proponents.  Nevertheless, the debate raises interesting questions relevant to bondholders 
as to the effect of taxes on yields, and how investors choose among countries with very different tax regimes. 
 
We don’t know the details of the discussions in Congress, and who is lobbying for what; nevertheless, we 
imagine they are trying to balance at least four economic objectives: (1)fairness to different types of investors 
(local investors, new foreign investors, and foreign investors who have already invested into the bond market 
through local structures); (2)the desire to refinance at lower rates thanks to foreign appetite for local market 
bonds; (3)the desire to limit pressures on the currency; (4)a potential interest in pushing local investors out of 
government bonds and into local corporates.  
 
All these issues are not as straightforward as they may seem.  First, equal tax rates for foreign investors and 
local investors do not necessarily guarantee equal treatment.  Since local investors have access to a greater 
number of deductions then foreign investors, they could end up paying lower effective rates, an advantage the 
government might be trying to offset. 
 
Second, the response of yields to lower taxes is not necessarily one-for-one. Certain types of investors, banks 
perhaps, may be able to claim tax credits in their home jurisdiction against foreign taxes paid abroad.  In 
contrast, pension funds may pay no taxes and therefore have no credits, while mutual funds fall somewhere in 
between since the tax credits would be claimed by their clients and not by the fund. On the other hand, some 
investors may not consider Colombia at all when taxes are high, but be more willing to add the country to 
their portfolio when taxes are low.   
 
Third, if the government offers a tax rate to foreigners that is lower than the effective average rate paid by 
local investors and that tax rate entices a transfer of bonds from local investors to foreign investors, then the 
bill will be revenue negative in the short term. That is because the government will earn fewer taxes on the 
entire stock of debt, but will reap the benefits of lower yields only on new issuance. Instead, the benefits from 
the drop in local yields will accrue to the local investor base, who may take profits on some of their gains, 
and invest more in mid-sized corporates that do not have access to global markets. 
 
The government may have sufficient data to compute the net effects discussed here, but we have not seen any 
published studies on these issues.  In Congress, the issues may be more political than economic, and it will be 
interesting to see the developments over the next few days.  We understand that the deadline is December 
16th, but that deadline could be extended by a couple of weeks with extra sessions. 
 

Colombia Tax Debate 
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Fed And Unconventional Easing 

The FOMC’s new easing measures had muted market reception. This is not the sort of thing you want for a 
policy that is supposed to work by changing peoples’ expectations about risk and return, inducing them to 
move into riskier assets, and ultimately prompting people in the real world to use that lower cost of capital to 
start new projects and hire more people. Stocks were about 0.2% stronger on Wednesday before the 
announcement, rallied another 0.4% afterward, which is fairly inconsequential relative to the size of the Fed’s 
program, and then declined back to unchanged by the close. Bonds sold off and the curve steepened, in a 
signal of investor concerns about the increased long-run inflation uncertainty from the Fed’s experimental 
policies. Bonds held those losses into the close, despite the equity reversal.  
 
How negative a signal is this? The Fed’s really aggressive policy step already happened in September, when 
it said it would leave policy (rates, asset purchases, etc) highly accommodative until after the recovery was 
already well underway. This was a major new step for the Fed, a step in the direction of price level or 
nominal GDP targeting, without admitting so. In many ways Wednesday’s announcement was just filling in 
more details about this aggressive policy step. The Fed got rid of the specific date over which rates were 
likely to stay low, which was a potential problem because it could be taken as a negative sign about the 
economy and therefore lead people to postpone new projects, new hiring, etc., and replaced the date with 
thresholds for unemployment and inflation. But even if it was largely a continuation of the previously-
announced policy, we had thought that specifying aggressive unemployment and other targets would spark a 
bit more of a risk rally than it did (though we also thought the Fed would wait until at least the next meeting 
before unveiling this plan. But post-crisis central banks apparently like going big in December).  
 
Even September’s aggressive easing move had quite a muted market impact, though the effect was bigger 
than yesterday’s announcement. Stocks rallied for one more day after the September announcement, and 
bonds sold off further, before reversing those moves. The day after the Sep FOMC marked the high point for 
US Treasury yields since May, and the high point for US stocks for the year. 
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Quantitative Easing Stuck in Phase 1 
 
The Fed also extended its asset purchase program, but seems to be facing an increasingly jaded or skeptical 
investor base. We have described QE before as consisting of three phases: the first is the central bank driving 
down yields on the safest bonds and consequently making their expected returns low. The second phase is 
those low expected returns on Treasury securities inducing investors to move into riskier assets. The third 
phase is the lower cost of capital from phase 2 causing people in the real world to start new businesses, hire 
more people, etc.  
 
In QE 1 and 2 there was a rapid shift out of phase 1 into phases 2 and 3 (at least in term of expectations about 
phase 3, if not in practice). This is one of the main reasons yields started to rise sharply in the early stages of 
implementing those two programs. By the time of Twist, however, when the US economy was no longer in 
crisis, it had become less clear how the Fed would alter real world expectations. Our view before Twist was 
announced was that it would remain mired in phase 1. The Fed would get low yields for longer, but would 
not get much change in risk appetite or expectations for real world growth. We think that view was proved 
correct (and that subsequent improvement in risk assets over the next year stemmed from progress in Europe, 
far more than anything the Fed was doing). Our view for QE3 was similar, though we didn’t expect the Fed’s 
aggressive easing stance about leaving policy accommodative until long after the recovery. (For the record, 
we are not habitually anti-Fed, which is a common affliction on the interweb and among many politicians. 
We have in the past been strongly in favour of Fed policies, such as QE1 and 2. E.g. we recommended selling 
Treasuries before QE2 began, on the view it would be successful averting deflation worries and in driving 
growth expectations).  
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There are several challenges facing the Fed’s policies now. One is that many of the main problems facing the 
US are not things the Fed is best suited to solve, something the Fed readily admits. Domestically the main 
problem is fiscal, but the other problem is a weak global economy and in particular the debt problem in 
Europe, neither of which the Fed can really do much about. Another problem is that unconventional policies 
work through expectations, and so depend a lot on confidence. By using aggressive policy to try to solve 
problems it may not be able to fix on its own, the Fed risks undermining its perceived effectiveness, which 
ultimately becomes pretty much the same thing as undermining its actual effectiveness.  
 
Finally, by conducting unconventional policy in a positive-inflation world, the central bank may be 
unintentionally trying to induce people to take on projects that are not worth taking on. There is a great case 
for the Fed intervening aggressively in a crisis. It is the monetary analogue to the Keynesian argument for 
increased government spending in a recession, to the extent that the recession is in part a market failure, i.e. it 
is made worse via the paradox of thrift (and I am using “Keynesian” in the good sense of the word, not in the 
popular politicized sense of government spending all the time and everywhere, which is what it came to mean 
in more popular terminology). In contrast, trying to engineer artificially low nominal yields during the current 
period, when inflation isn’t far below 2%, could at some point mean encouraging business projects that may 
have extremely low or even negative real returns. It is not clear to me that this is a desirable policy goal.  
 
We’ll return to some of questions in a future report — these themes are likely to be with us for some time still. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Projected Fed Holdings of Treasury Securities 
 
The Fed currently holds about 20.4% of outstanding nominal Treasury securities. However, because the Fed 
has sold the bulk of its holdings of securities under three years, a sector that makes up a big part of the dollar 
volume of securities outstanding, its holdings within each of the longer term sectors currently make up a 
much larger share of the market than just 20%. Currently, for example, the Fed holds more than 40% of the 7 
year sector, 34% of the 10 year sector and 35% of the long sector. 

US 10-Year Treasury Yield & Fed Unconventional Policy Announcement Dates
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Note that graph shows QE1 relative to Mar 18, 2009, when Fed expanded 
program to $1.75 trillion and after cutting rates to near zero.

Nov 25, 2008: Fed 
announces $500 billion 
MBS purchase plan.

Dec 16, 2008: Fed cuts rates 
from 1.0% to 0.25% ~ 0.0%.

Mar 18, 2009: Fed expands QE1 to target $1.25 trillion 
MBS, $200 billion agency, and $300 billion Treasuries.

Aug 10, 2010: Fed 
announces reinvestment 
of MBS principal into 
Treasuries.

Nov 2, 2010: Fed announces QE2, will purchase an 
additional $600 billion of Treasuries.

Sep 22, 2011: FOMC 
announces Twist

QE1

QE2

Twist

Sep 13: FOMC announces QE3

QE3 Dec 12: FOMC numeric thresholds,
extends Treasury purchases.
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As the Fed's purchase program continues in the months ahead, it will hold increasingly large shares of the 10 
and 30 year sectors, and of the sub 4.75 year sector. To provide some illustration of this, we ran a simple 
simulation assuming the Fed buys $45 bn Treasuries per month for the next six and 12 months, respectively, 
in the proportions specified in its Dec 12 announcement (e.g. 29% purchases in the 7+ to 10 year area, etc.). 
We simplified by assuming that issuance continues at the same pace and distribution by term as in 2012. 
Under these scenarios, the Fed will own over 38% of the 10 year sector by June 2013, and close to 43% of 
this sector by December 2013. It would own 40% of the long sector by June, and 44.4% of the long sector by 
December.  
 
The Fed's holdings of the Treasury market in aggregate would increase from 20.4% currently to 22.5% by 
mid-year, and 24.6% by year end. These numbers don't sound particularly extreme. However, because the 
Fed's short term bond holdings would be so low, these aggregate statistics mask the large percentage holdings 
of some of the different term sectors across the curve.  
 
These numbers are substantial, and raise the question of whether the Fed's asset purchases might become a 
problem for market liquidity at some point. Although we haven't shown the results here, we extended the 
same simple simulation through to the end of 2014 as well, since the Fed has said it intends to keep policy 
highly accommodative until after the recovery is underway. In that scenario, the Fed ends up holding 47% of 
the 10 year sector, just over 50% of the long sector, and over 27% of the Treasury market in aggregate. 

 
 

 Projected Fed Holdings of Nominal Treasury Securities in 2013

< 4yrs 4¾yrs 5¾yrs 7yrs 10yrs 20yrs 30yrs Total

Current Fed Holdings as % Outstanding 5.90% 20.20% 43.39% 42.29% 34.12% 40.76% 35.05% 20.21%

Projected Fed Holdings as % Outstanding, June 2013 7.70% 28.53% 43.78% 39.02% 37.22% 42.21% 40.21% 22.48%

Projected Fed Holdings as % Outstanding, Dec 2013 9.04% 36.30% 45.72% 30.66% 41.69% 46.22% 44.43% 24.59%

Background Information

< 4yrs 4¾yrs 5¾yrs 7yrs 10yrs 20yrs 30yrs Total

Distribution of Monthly Purchases 0.00% 11.00% 12.00% 16.00% 29.00% 2.00% 27.00% 97.00%

Monthly Purchases ($bn) 0.00 4.95 5.40 7.20 13.05 0.90 12.15 43.65

Currently Held by Fed 235 129 220 326 304 90 266 1,569

Currently Outstanding 3,978 638 507 770 891 221 759 7,764

Current Fed Holdings ($ billions) 235 129 220 326 304 90 266 1,569

Projected Fed Holdings, June 2013 326 148 298 295 339 87 339 1,831

Projected Fed Holdings, Dec 2013 387 256 341 232 381 84 412 2,093

Projected Treasury Securities Outstanding, June 2013 4,233 517 680 757 911 205 843 8,145

Projected Treasury Securities Outstanding, Dec 2013 4,281 705 746 757 913 182 927 8,511

Assumptions:

Fed buys $45 bn each month. Treasury issuance by term continues at same rate as in 2012. Horizon-date holdings reflects bonds shifting into shorter 

maturty buckets as their term to maturity declines. Simulation does not include TIPS (hence distrubution of purchases only totals 97%).

Note on column headings: 10 year bucket includes bonds greater than 7 years, up to the WI 10 year. Other term ranges defined similarly.

Date of simulation: Dec 12, 2012, using SOMA portfolio from 12/5/12
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Mark Carney’s recent speech in Toronto caused quite a splash on this side of the Atlantic. Even though 
Governor Carney cautioned that the comments should not have been taken as guidance, there is no smoke 
without fire. More specifically, the next BoE Governor highlighted that it may be appropriate to adopt a 
nominal GDP target rather than purely focusing on just inflation. We believe that there are merits in this 
scheme both on a backward- and forward-looking basis. 
 
Leading up to the crisis, UK interest rates were too low for too long. Nominal GDP was elevated at around 
6% y/y on average. Yet because CPI inflation was low (between 1 and 2% y/y) Bank Rate was lower than it 
‘should have been’. It was no accident that during that period house prices experienced a boom. When house 
price inflation was booming, consumers managed to spend in excess of their disposable income via mortgage 
equity extraction. Had Bank Rate been more closely aligned with nominal GDP, this would probably never 
have happened. House price inflation would probably have been more muted, consumers would have been 
more restrained and we would probably not be in such a mess now. 
 
That is all in the past, what about the future? Much has been made since Carney’s appointment about the 
likelihood of flexible inflation targeting. In truth, the BoE has already been pursuing a flexible inflation target 
in recent years. The subtle difference is that under Mervyn King’s leadership this has been done on a 
backward- looking basis. In other words, the Bank has recognised that inflation has been too high. However, 
it has ex-post justified this by saying ‘even with the benefit of hindsight, we wouldn’t/shouldn’t have done 
anything differently because it would have destroyed the economy’. Furthermore, while the Bank’s target has 
remained headline inflation, it has really been targeting core inflation excluding indirect taxes. It has looked 
through temporary non-core additions to inflation from the likes of energy prices and movements in VAT. 
 
For the new Governor, flexible inflation targeting is more likely to be a forward-looking consideration. More 
specifically, belatedly, the Bank is recognising that inflation is likely to remain sticky for some time to come. 
The Bank’s medium-term inflation projection is already within a whisker of the 2% target. It doesn’t take a 
lot to push that above 2%, which in the past would provoke speculation of monetary policy tightening. Yet 
the UK economy is at risk of slipping back into recession. Hiking interest rates purely because the inflation 
projection threatens a reading a little above 2% would be dumb. More sensible would be a transparent, less 
fuzzy mission statement. Mr Carney is welcome to cut and paste our suggestion: 
 
The Bank recognises that inflation is likely to be a little above the traditional 2% inflation target at the 
medium term horizon. However, in an environment of stagnant or even shrinking real GDP, it would be 
foolish to put the brakes on. As such, the MPC will (at least temporarily) strive to achieve nominal GDP 
growth of 4% y/y. This policy will be monitored closely since the MPC recognises that elevated inflation 
could become detrimental to real output growth and the credibility of monetary policy.  

Canada’s Latest Export — Central Bankers 
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Over much of the past decade, LATAM enjoyed very 
favourable external trade conditions, as the “rise-of-
China” helped drive an important increase in the 
prices of commodities. Looking ahead, although we 
do not see a major drop in commodity prices on the 
horizon, we do believe that terms of trade are 
unlikely to prove as beneficial as they have been over 
recent years. One of the reasons why terms of trade 
could be less beneficial is China’s stated desire to 
redirect the country’s growth drivers, as well as 
mounting evidence of over-investment (as suggested 
by this IMF paper) . 
 
The trend of LATAM export share in each country’s 
major destination markets is still in positive territory 
for most of the region (LATAM exports are growing 
faster than the imports of major trading partners — 
see Graph 2), but there has been a “non-insignificant 
deterioration” over recent months, with Chile and 
Brazil already seeing their exports lag the imports of 
major trading partners (market share loss). Consistent 
with the underperformance of exports relative to the 
imports of major markets, several countries in the 
region are starting to see material reductions in trade 
surpluses (and swings into deficits), which could 
erode support for LATAM FX. 
 
In terms of how relevant the decline in commodity-
related tailwinds would be for each specific country, 
Peru and Chile are the two countries whose terms of 
trade have experienced the strongest positive shock 
over the past 10 years, and also the two whose 
economy is most dependent on commodity exports, 
followed by Colombia. Although Brazil has a heavy 
commodity component in its exports, its relatively 
closed economy is less dependent on exports. 
 
FX implications: Some regional Central Banks have 
been under pressure to intervene in the FX market in 
order to weaken their currencies in an attempt to 
avoid contracting “Dutch disease”. So far, Brazil has 
been most active among regional governments in 
fighting the “currency war”, but Colombia and Peru 
have also become more active in the FX market. 
With terms of trade becoming less favourable, 
intervention pressures are likely to slow and FX 
appreciation pressures fade/decline over the long run, 
but on the other hand, growth will need to find new 
drivers. 
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Tailwinds From Commodities … Turning To CrossWinds? 

Graph 1: Commodities have been a major boost 

Graph 2: But tailwinds are fading ... 

Graph 3: … and trade balances are deteriorating 
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Key Data Preview  

CANADA 
October GDP (December 21) is looking soft based on the limited data available as we go to press. Scotiabank 
is forecasting a -0.1% m/m print on the basis of a decline in housing starts, a -2.4% m/m decline in 
manufacturing shipment volumes, and weakness in natural resources export volumes (the latter point to the 
possibility of a 6th consecutive monthly decline in mining, oil, and gas extraction). The rushed holiday schedule 
means that retail sales and wholesale sales — key ingredients in our GDP forecast — will be released during 
the same week as the GDP number leading to substantial forecast revision risk.  
 
Scotiabank’s outlook for nominal retail sales (December 20) is for a fairly decent 0.2% m/m print driven by 
new automotive sales which increased to roughly 1.72m in October from 1.68m in September. Note that 
gasoline prices fell fairly substantially and could drag on the headline number, which is part of the reason that 
we expect retail sales ex-autos to come in at -0.1% m/m. 
 
November CPI numbers (December 21) should also be fairly soft as the decline in gasoline prices that started 
in October picked up speed into the fall, with average Canadian gasoline prices at the pump falling by 6.2% m/
m in November according to Bloomberg. That alone is good for a solid decline in CPI; add to it seasonal fall-
offs in recreation, education, and reading prices, transportation costs, food prices, and alcohol and tobacco 
costs, and the expectation is for an over-all decline in CPI. Our forecast for a negative print is tempered by the 
risk that the lagged effects of higher food commodity prices might finally bleed into CPI this month, which has 
us expecting a modest -0.1% m/m decline and a 0.8% y/y print. 
 
UNITED STATES 
An update on the housing sector will be released 
in the form of November housing starts data 
(December 19) as well as existing home sales 
numbers (December 20). Underlying momentum 
in the U.S. housing sector appears to be fairly 
strong on the basis of leading indicators such as 
building permits, mortgage purchase 
applications, pending sales, and the NAHB index 
(see chart). The question is how these improving 
dynamics will be influenced by a) Hurricane 
Sandy, and b) the looming income shock that 
U.S. fiscal policy threatens to impose. Those 
concerns explain our forecast for a slight decline 
in housing starts (880k SAAR in November vs. 
894k in October) and only a moderate increase in 
existing home sales (4.85m SAAR in November vs. 4.79m SAAR in October).  
 
Durable goods orders for November are due out on December 21st, and Scotiabank is looking for a -0.5% m/m 
print on the basis of a fall-off in orders at Boeing, which declined to 124 in November from 152 in October 
(although the mix included more large planes than in October — 8 of the orders were for 747s or 787s while all 
of the October orders were for lower-cost 737s). Motor vehicle orders could well have spiked up in light of the 
higher production that we saw in the motor vehicle assembly data for the month, however that should only 
mitigate the aerospace decline. Overall headwinds in the space include: a) falling new orders through the fall 
which should hit shipments, and b) weakness in the ISM manufacturing index and the ISM new orders index 
for November and December, with the latter signaling declining orders momentum into month-end. 
 
We’re looking for a small upwards bump to Q3 GDP from 2.7% q/q SAAR to 2.8% when a third round of 
revisions are released on December 20th largely due to upwards revisions to the September trade data.  
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EUROPE 
The central banks of both Sweden (the Riksbank) and Norway (the Norges Bank) will meet next week, on 
December 18th and 19th, respectively. We expect the Riksbank to reduce the benchmark repo rate by 25 basis 
points to 1.00%, while the Norges Bank will likely leave its reference deposit rate unchanged at 1.50%. 
Economic activity in Norway, notably domestic demand, remains supported by the nation’s vast offshore 
sector, notwithstanding the sharp drop in hydrocarbon production in the third quarter caused by labour and 
maintenance-related stoppages. Mainland real GDP (excluding oil, gas and shipping) advanced 0.7% q/q in 
the third quarter, slowing only modestly compared to the prior two quarters. Moreover, the petroleum sector 
has already begun to rebound in the fourth quarter, helping to boost consumer confidence (which has been on 
the mend since the fourth quarter of 2011) and the PMI (which rose back above the neutral 50-mark in 
November). Inflation (unchanged at 1.1% y/y in November) is below target, but the risk of deflation is low, 
even as the krone maintains a modest appreciating bias. Sweden, on the other hand, has witnessed a more 
pronounced loss of momentum. Real GDP growth slowed from 1.3% y/y to 0.7% in the third quarter, and 
further slowing is indicated by declines in industrial production and orders, and services production in 
October. Here, confidence is deteriorating, and the threat of deflation has surfaced (the headline rate fell 
below zero in November, to -0.1% y/y, for the first time in three years). In October the Riksbank’s Executive 
Board left the policy rate unchanged, but lowered its projected medium-term path (while softening previous 
reservations with respect to the high level of household debt). 
 
LATIN AMERICA 
Colombia will release its third-quarter real GDP report next week; we 
estimate that output growth moderated when compared with the first 
half of the year and the same period a year ago, while remaining 
firmly above the 4% y/y mark. Real GDP will likely expand by 4.4% 
y/y and 4% in the third and fourth quarters of the year, respectively, 
and by 4.5% in 2012 overall. Weak external demand has weighed on 
the Colombian economy since the second quarter of the year, while 
local consumption has maintained stronger momentum. However, 
some signs of moderation in domestic demand have emerged in recent 
months. The industrial sector has been the hardest hit by weak global 
demand, contracting by 1.3% y/y in September, the second 
consecutive contraction since April-May. Retail sales rebounded 
slightly in September, expanding by 2.3% y/y, with sales, excluding 
the auto sector, accelerating to 6.2% y/y. In the context of recent 
developments, the central bank cut the reference rate by 25 basis 
points to 4.50% in November and we anticipate the rate to be 
maintained at this level in the coming months.  
 
ASIA 
General elections in Japan will be held on December 16th. The Democratic Party of Japan’s promise for an 
early election was a condition for the approval of a controversial deficit financing bill in the upper house. The 
Liberal Democratic Party’s return to office is highly likely, though the party may not obtain a parliamentary 
majority. South Korea will hold a presidential ballot on December 19th. The two contestants are the 
opposition Democratic United Party’s Moon Jae-in and the ruling Saenuri Party’s candidate Park Geun-hye; 
the race will likely be tight. A revised policy mix needs to be put in place in order to reignite economic 
activity; indeed, changes to the chaebols (conglomerates) and welfare systems are a key demand of the 
society. Bilateral relations with North Korea may show a modest improvement as the new leaders of China 
and the Koreas support more friendly reform-oriented policies, yet tensions will remain latent. 
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Key Indicators for the week of December 17 - 21 

Forecasts at time of publication. 
Source: Bloomberg, Scotiabank Economics. 
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North America 

Europe 

Country Date Time Indicator Period BNS Consensus Latest
CA 12/17 08:30 International Securities Transactions (C$ bn) Oct -- 10.0 13.9
US 12/17 08:30 Empire State Manufacturing Index Dec -1.0 -1.0 -5.2
CA 12/17 09:00 Existing Home Sales (m/m) Nov -- -- -0.1
US 12/17 09:00 Total Net TIC Flows ($ bn) Oct -- -- 4.7

US 12/18 08:30 Current Account ($ bn) 3Q -- -103.2 -117.4
US 12/18 10:00 NAHB Housing Market Index Dec 47.5 47.0 46.0

US 12/19 07:00 MBA Mortgage Applications (w/w) DEC 14 -- -- 6.2
CA 12/19 08:30 Wholesale Trade (m/m) Oct -- 0.5 -1.4
US 12/19 08:30 Building Permits (mn a.r.) Nov 875 875 868
US 12/19 08:30 Housing Starts (000s a.r.) Nov 880 873 894
US 12/19 08:30 Housing Starts (m/m) Nov -- -2.4 3.6
CA 12/19 09:00 Teranet - National Bank HPI (y/y) Nov -- -- 3.4
MX 12/19 09:00 Retail Sales (INEGI) (y/y) Oct 3.4 3.6 3.8

CA 12/20 08:30 Retail Sales (m/m) Oct 0.2 0.2 0.1
CA 12/20 08:30 Retail Sales ex. Autos (m/m) Oct -0.1 0.2 0.0
US 12/20 08:30 Continuing Claims (000s) DEC 8 3220 3205 3198
US 12/20 08:30 Initial Jobless Claims (000s) DEC 15 365 360 343
US 12/20 08:30 GDP (q/q a.r.) 3Q T 2.8 2.8 2.7
US 12/20 08:30 GDP Deflator (q/q a.r.) 3Q T -- 2.7 2.7
US 12/20 10:00 Existing Home Sales (mn a.r.) Nov 4.85 4.89 4.79
US 12/20 10:00 Existing Home Sales (m/m) Nov 1.3 2.0 2.1
US 12/20 10:00 Leading Indicators (m/m) Nov -- -0.2 0.2
US 12/20 10:00 Philadelphia Fed Index Dec -5.0 -3.0 -10.7

CA 12/21 08:30 Core X8 CPI (m/m) Nov 0.0 0.1 0.3
CA 12/21 08:30 Core X8 CPI (y/y) Nov 1.2 1.3 1.3
CA 12/21 08:30 CPI, All items (m/m) Nov -0.1 -0.1 0.2
CA 12/21 08:30 CPI, All items (y/y) Nov 0.8 1.0 1.2
CA 12/21 08:30 CPI SA, All items (m/m) Nov 0.1 0.1 0.3
CA 12/21 08:30 Core CPI SA, All items (m/m) Nov 0.0 0.1 0.1
CA 12/21 08:30 Real GDP (m/m) Oct -0.1 0.1 0.0
US 12/21 08:30 Durable Goods Orders (m/m) Nov -0.5 0.5 0.5
US 12/21 08:30 Durable Goods Orders ex. Trans. (m/m) Nov -0.2 -0.3 1.8
US 12/21 08:30 PCE Deflator (m/m) Nov 0.0 -0.1 0.1
US 12/21 08:30 PCE Deflator (y/y) Nov -- 1.6 1.7
US 12/21 08:30 PCE ex. Food & Energy (m/m) Nov 0.1 0.1 0.1
US 12/21 08:30 PCE ex. Food & Energy (y/y) Nov -- 1.6 1.6
US 12/21 08:30 Personal Spending (m/m) Nov 0.3 0.4 -0.2
US 12/21 08:30 Personal Income (m/m) Nov 0.3 0.3 0.0
MX 12/21 09:00 Bi-Weekly Core CPI (% change) Dec 15 -- -- -0.3
MX 12/21 09:00 Bi-Weekly CPI (% change) Dec 15 0.19 -- -0.18
MX 12/21 09:00 Unemployment Rate (%) Nov -- 4.9 5.0
US 12/21 09:55 U. of Michigan Consumer Sentiment Dec F 74.5 75.0 74.5

Country Date Time Indicator Period BNS Consensus Latest
EC 12/17 05:00 Labour Costs (y/y) 3Q -- -- 1.6
EC 12/17 05:00 Trade Balance (€ bn) Oct -- 11.0 9.8

SW 12/18 03:30 Riksbank Interest Rate (%) Dec 18 1.00 1.00 1.25
UK 12/18 04:30 CPI (m/m) Nov 0.2 0.2 0.5
UK 12/18 04:30 CPI (y/y) Nov 2.7 2.7 2.7
UK 12/18 04:30 PPI Input (m/m) Nov -0.8 0.1 0.4
UK 12/18 04:30 PPI Output (m/m) Nov 0.0 0.2 0.1
UK 12/18 04:30 RPI (m/m) Nov 0.1 0.2 0.6
UK 12/18 04:30 RPI (y/y) Nov 3.2 3.2 3.2
IT 12/18 05:00 Current Account (€ mn) Oct -- -- -2581.0
TU 12/18 07:00 Benchmark Repo Rate (%) Dec 18 5.50 5.50 5.75
HU 12/18 08:00 Base Rate (%) Dec 18 5.75 5.75 6.00
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Key Indicators for the week of May 21 - 25 

Forecasts at time of publication. 
Source: Bloomberg, Scotiabank Economics. 
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Key Indicators for the week of December December 17 - 21 

Asia Pacific 

Europe (continued from previous page) 

EC 12/19 04:00 Current Account (€ bn) Oct -- -- 0.8
GE 12/19 04:00 IFO Business Climate Survey Dec 101.9 102.0 101.4
GE 12/19 04:00 IFO Current Assessment Survey Dec 108.1 108.0 108.1
GE 12/19 04:00 IFO Expectations Survey Dec 96.2 96.4 95.2
NO 12/19 08:00 Norwegian Deposit Rates (%) Dec 19 1.50 1.50 1.50

GE 12/20 02:00 Producer Prices (m/m) Nov -- -0.2 0.0
UK 12/20 04:30 Retail Sales ex. Auto Fuel (m/m) Nov 0.5 0.4 -0.7
UK 12/20 04:30 Retail Sales with Auto Fuel (m/m) Nov 0.7 0.4 -0.8
SP 12/20 06:59 Budget Balance YTD (€ mn) Nov -- -- -43370.0
EC 12/20 10:00 Consumer Confidence Dec A -- -26.5 -26.9
UK 12/20 19:01 GfK Consumer Confidence Dec -24.0 -25.0 -22.0

UK 12/21 04:30 Business Investment (q/q) 3Q F -- 3.7 3.7
UK 12/21 04:30 Current Account (£ bn) 3Q -- -14.1 -20.8
UK 12/21 04:30 GDP (q/q) 3Q F 1.0 1.0 1.0
UK 12/21 04:30 Index of Services (m/m) Oct 0.0 -0.2 -0.5
UK 12/21 04:30 PSNB ex. Interventions (£ bn) Nov 16.4 16.0 8.6

Country Date Time Indicator Period BNS Consensus Latest
SI 12/16 19:30 Exports (y/y) Nov -- 1.7 7.9

JN 12/17 01:00 Machine Tool Orders (y/y) Nov F -20.7 -- -20.7
PH 12/17 06:59 Budget Deficit/Surplus Nov -- -- -9.7
SK 12/17 06:59 Discount Store Sales (y/y) Nov -- -- -6.6
SK 12/17 06:59 Department Store Sales (y/y) Nov -- -- -0.4
JN 12/17 07:59 Nationwide Department Store Sales (y/y) Nov -- -- -2.4
AU 12/17 18:00 Conference Board Leading Index (%) Oct -- -- -0.3
PH 12/17 20:00 Unemployment Rate Oct -- -- 7.0

IN 12/18 00:30 Repo Rate (%) Dec 18 8.00 8.00 8.00
IN 12/18 00:30 Reverse Repo Rate (%) Dec 18 7.00 7.00 7.00
IN 12/18 00:30 Cash Reserve Ratio (%) Dec 18 -- 4.00 4.25
HK 12/18 03:30 Unemployment Rate (%) Nov 3.4 -- 3.4
JN 12/18 18:50 Merchandise Trade Balance (¥ bn) Nov -- -1035.1 -551.1
JN 12/18 18:50 Adjusted Merchandise Trade Balance (¥ bn) Nov -- -848.2 -624.3
JN 12/18 18:50 Merchandise Trade Exports (y/y) Nov -- -5.5 -6.5
JN 12/18 18:50 Merchandise Trade Imports (y/y) Nov -- 0.6 -1.5
JN 12/18 23:30 All Industry Activity Index (m/m) Oct -- 0.2 -0.3

JN 12/19 Coincident Index CI Oct F 90.6 -- 90.6
JN 12/19 Leading Index CI Oct F 92.5 -- 92.5
JN 12/19 New Composite Leading Economic Index Oct F -- -- 92.5
HK 12/19 03:30 Composite Interest Rate (%) Nov 0.35 -- 0.36
MA 12/19 04:00 CPI (y/y) Nov -- 1.5 1.3
TA 12/19 04:00 Benchmark Interest Rate Nov 1.88 1.88 1.88
PH 12/19 06:59 Balance of Payments (US$ mn) Nov -- -- 604.0
NZ 12/19 16:45 GDP (q/q) 3Q -- 0.4 0.6
NZ 12/19 16:45 GDP (y/y) 3Q 2.3 2.5 2.6

TA 12/20 03:00 Export Orders (y/y) Nov -- 3.0 3.2
HK 12/20 03:30 CPI (y/y) Nov 3.8 -- 3.8
JN 12/20 06:59 BoJ Target Rate (%) Dec 20 0.10 0.10 0.10
JN 12/20 07:59 Supermarket Sales (y/y) Nov -- -- -4.0

HK 12/21 03:30 Balance of Payments - Current A/C (HKD bn) 3Q -- -- -9.4
MA 12/21 06:59 Foreign Reserves (US$ bn) Dec 14 -- -- 139.1

Latin America 

Country Date Time Indicator Period BNS Consensus Latest
PE 12/17 06:59 Economic Activity Index NSA (y/y) Oct -- 6.0 6.7
PE 12/17 06:59 Unemployment Rate (%) Nov -- 6.4 5.9

CO 12/19 16:00 Industrial Production (y/y) Oct -- -0.5 -1.3
CO 12/19 16:00 Retail Sales (y/y) Oct -- 1.8 2.3

BZ 12/20 07:30 Current Account (US$ mn) Nov -- -- -5431.4
CO 12/20 11:00 GDP (y/y) 3Q 4.4 4.0 4.9

BZ 12/21 06:00 Unemployment Rate (%) Nov -- -- 5.3
CO 12/21 06:59 Overnight Lending Rate (%) Dec 21 4.50 4.50 4.50
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AUCTIONS 

Global Auctions for the week of December 17 - 21 

Source: Bloomberg, Scotiabank Economics. 

A5 

North America 

Europe 

Asia Pacific 

Latin America 

Country Date Time Event
US 12/17 11:00 U.S. Fed to Purchase USD4.25-5.25 Bln Notes
US 12/17 11:30 U.S. to Sell 3-Month Bills
US 12/17 11:30 U.S. to Sell 6-Month Bills
US 12/17 13:00 U.S. to Sell 2-Year Notes

CA 12/18 10:30 Canada to Sell CAD6 Bln 98-Day Bills
CA 12/18 10:30 Canada to Sell CAD2.25 Bln 182-Day Bills
CA 12/18 10:30 Canada to Sell CAD2.25 Bln 364-Day Bills
US 12/18 11:00 U.S. Fed to Purchase USD1.50-2.25 Bln Notes
US 12/18 13:00 U.S. to Sell 5-Year Notes
US 12/18 13:00 U.S. to Sell 4-Week Bills
US 12/18 14:00 U.S. Fed to Sell USD7.00-8.00 Bln Notes

US 12/19 11:00 U.S. Fed to Purchase USD1.50-2.25 Bln Notes
CA 12/19 12:00 Canada to Sell 2 Year Notes
US 12/19 13:00 U.S. to Sell 7-Year Notes

US 12/20 11:00 U.S. Fed to Purchase USD1.50-2.25 Bln Notes
US 12/20 13:00 5Y Tips Bid/Cover Ratio
US 12/20 13:00 5Y Tips High Yield Rate
US 12/20 13:00 U.S. to Sell 5-Year TIPS Reopening
US 12/20 14:00 U.S. Fed to Sell USD7.00-8.00 Bln Notes

US 12/21 11:00 U.S. Fed to Purchase USD1.50-2.25 Bln Notes

Country Date Time Event
CH 12/16 22:00 Agricul Dev Bank of China to Sell CNY22.24 Bln 1-Yr Bond

JN 12/17 22:35 Japan to Sell 1-Year Bills
JN 12/17 22:45 Japan to Sell 20-Year Bonds

JN 12/18 22:35 Japan to Sell 3-Month Bills

JN 12/21 03:00 Japan Auction for Enhanced-Liquidity

Country Date Time Event
BZ 12/20 08:00 Brazil to Sell Bills due on 10/1/2013 - LTN
BZ 12/20 08:00 Brazil to Sell Bills due on 04/01/2015 - LTN
BZ 12/20 08:00 Brazil to Sell Bills due on 07/01/2016 - LTN
BZ 12/20 08:00 Brazil to Sell Fixed-rate bonds due on 1/1/2018 - NTN-F
BZ 12/20 08:00 Brazil to Sell Fixed-rate bonds due on 1/1/2023 - NTN-F

Country Date Time Event
NO 12/17 05:10 Norway to Sell NOK7 Bln 364-Day Bills
FR 12/17 09:00 France to Sell Bills

SP 12/18 04:30 Spain to Sell 3-Month and 6-Month Bills
GR 12/18 05:00 Greece to Sell Bills
SZ 12/18 05:30 Switzerland to Sell 3-Month Bills

SW 12/19 05:03 Sweden to Sell Bills
PO 12/19 05:30 Portugal Cancels 6-Month and 12-Month Bills

DE 12/21 04:20 Denmark to Buy Back Bonds
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EVENTS 

Source: Bloomberg, Scotiabank Economics. 

Events for the week of December 17 - 21 

A6 

North America 

Europe 

Country Date Time Event
CA 12/17 08:30 Finance Minister Flaherty Meets with Provincial Ministers
US 12/17 13:00 Fed's Lacker Speaks on U.S. Economic Outlook in Charlotte

US 12/18 13:15 Fed's Fisher Speaks on the Economy in Gainesville, Texas

Country Date Time Event
TU 12/17 04:00 Finance Ministry Publishes November Budget Results
EC 12/17 06:00 Bundesbank Releases Monthly Bulletin
SW 12/17 07:30 Swedish Prime Minister gives annual Christmas speech
SW 12/17 08:00 OECD publishes forecasts for Swedish economy
EC 12/17 09:30 ECB's Draghi Briefs European Parliament in Brussels
GE 12/17 10:00 Merkel Press Conference for Foreign Press Assoc. in Berlin
EC 12/17 11:00 ECB's Constancio Speaks in Frankfurt
EC 12/17 Belgium's Vanackere Speaks at EU Treaty Conference

WW 17-18 DEC 9th Joint ECB/CEPR Labour Market Workshop in Germany
PO 17-19 DEC Portuguese Prime Minister Visits Turkey

SW 12/18 03:30 Riksbank Interest Rate
PO 12/18 05:00 Portugal's Gaspar, Moedas Speak in Parliament
SW 12/18 05:00 Riksbank Press Conference in Stockholm After Rate Decision
TU 12/18 07:00 Benchmark Repo Rate
HU 12/18 08:00 Hungary Base Rate Announcement

UK 12/19 04:30 Bank of England Releases Monetary Policy Committee Minutes
NO 12/19 08:00 Norwegian Deposit Rates
EC 12/19 09:00 Russia's EU Ambassador Briefs Press on EU-Russia Summit

UK 12/20 Last Day of Commons Session Before Christmas Recess
EC 12/20 ECB Holds Governing Council Meeting

GE 12/21 02:00 German Finance Ministry Publishes Monthly Report for December
PO 12/21 08:00 Bank of Portugal Releases Monthly Economic Indicators Report
PO 12/21 14:00 Portugal Year-to-Date Budget Report
EC 12/21 EU-Russia Summit in Brussels

Latin America 

Asia Pacific 

Country Date Time Event
JN 15-16 DEC Japan to Hold Parliamentary Elections
NZ 12/16 16:00 Westpac McDermott Miller Consumer Confidence
NZ 12/16 16:30 Business NZ Publishes Performance of Services Index
NZ 12/16 18:00 NZIER Publishes New Zealand Consensus Forecasts
AU 12/16 19:00 RBA's Debelle Speaks on Banking Conference Panel in Sydney
IN 16-17 DEC 2nd Phase of Legislative Assembly of Gujarat Election

NZ 12/17 18:30 Government Half-Year Fiscal and Economic Update
NZ 12/17 19:00 ANZ Survey of Business Opinion
AU 12/17 19:30 Reserve Bank Board - December Minutes

IN 12/18 00:30 Reverse Repo Rate
IN 12/18 00:30 India REPO Cutoff Yld
IN 12/18 00:30 Cash Reserve Ratio
NZ 12/18 16:45 Statistics New Zealand on Current Account Balance
SK 18-19 DEC South Korea to Hold Presidential Election
JN 18-20 DEC BOJ Holds Monetary Policy Meeting

HK 12/19 03:30 Composite Interest Rate
TA 12/19 04:00 Benchmark Interest Rate
NZ 12/19 16:45 Statistics New Zealand on Gross Domestic Product
AU 12/19 19:30 Reserve Bank Board - Bulletin - December Quarter
AU 12/19 19:30 RBA Foreign Exchange Transaction

JN 19-20 DEC BOJ Target Rate
NZ 12/20 16:45 Statistics New Zealand on Immigration

JN 12/21 Bank of Japan Monthly Economic Report

Country Date Time Event
CO 12/21 06:59 Overnight Lending Rate (%)
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NORTH AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Canada – Overnight Target Rate 1.00 January 23, 2013 1.00 --

Federal Reserve – Federal Funds Target Rate 0.25 January 30, 2013 0.25 --

Banco de México – Overnight Rate 4.50 January 18, 2013 4.50 --

EUROPE
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank – Refinancing Rate 0.75 January 10, 2013 0.75 --

Bank of England – Bank Rate 0.50 January 10, 2013 0.50 0.50

Swiss National Bank – Libor Target Rate 0.00 March 14, 2013 0.00 --

Central Bank of Russia – Refinancing Rate 8.25 January 15, 2013 8.25 --

Hungarian National Bank – Base Rate 6.00 December 18, 2012 5.75 5.75

Central Bank of the Republic of Turkey – 1 Wk Repo Rate 5.75 December 18, 2012 5.50 5.50

Sweden Riksbank – Repo Rate 1.25 December 18, 2012 1.00 1.00

Norges Bank – Deposit Rate 1.50 December 19, 2012 1.50 1.50

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Japan – Target Rate 0.10 December 20, 2012 0.10 0.10

Reserve Bank of Australia – Cash Target Rate 3.00 February 4, 2013 3.00 3.00

Reserve Bank of New Zealand – Cash Rate 2.50 January 30, 2013 2.50 2.50

People's Bank of China – Lending Rate 6.00 TBA -- --

Reserve Bank of India – Repo Rate 8.00 December 18, 2012 8.00 8.00

Bank of Korea – Bank Rate 2.75 January 10, 2013 2.75 --

Bank of Thailand – Repo Rate 2.75 January 9, 2013 2.75 --

Bank Indonesia – Reference Interest Rate 5.75 TBA 5.75 --

LATIN AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil – Selic Rate 7.25 January 16, 2013 7.25 --

Banco Central de Chile – Overnight Rate 5.00 January 17, 2013 5.00 --

Banco de la República de Colombia – Lending Rate 4.50 December 21, 2012 4.50 4.50

Banco Central de Reserva del Perú – Reference Rate 4.25 January 10, 2013 4.25 4.25

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank – Repo Rate 5.00 January 24, 2013 5.00 --

Fed: We expect the Fed to continue with its current pace of asset purchases (US$85/bn per month) for some time yet, although in light of Chairman 
Bernanke’s statement that the Fed will adjust the monthly pace of purchases in response to economic data and economic conditions – including fiscal 
policy developments – it is fairly difficult to have policy certainty with respect to Fed asset purchases over a medium-term horizon. Similarly, we expect 
markets will view the Fed’s interest rate thresholds as consistent with its earlier date-based guidance over the coming months, however there is risk that 
this could erode and add confusion over time, particularly if the Fed stops publishing the expected date of policy firming of the FOMC participants in its 
projections . BoC: We continue to expect the BoC to remain on hold into 2014 with risks of a longer pause contingent on the trajectory of the economy 
and global monetary policy conditions. We expect that the transition from Governor Carney to a new Governor will be smooth, and that markets will 
continue to anticipate interest rate policy stability during the leadership change.

The Hungarian central bank’s current easing cycle, initiated in August and accumulating 100 basis points in interest rate reductions so far, will likely be 
extended next week. Largely unchanged currency and financial market conditions, moderating inflation, and recessionary economic conditions will 
support another quarter-point rate cut by the government appointee-dominated council. In Turkey, in light of the continued moderation in inflation (which 
measured 6.4% y/y in November, its slowest pace in over a year), and the sharper-than-expected growth deceleration in the third quarter (real GDP 
advanced just 1.6% y/y, down from an average of 3.2% in the prior two quarters, due to declines in private consumption and investment), the central bank 
is likely to reduce the benchmark one-week repo rate by 25 basis points to 5.50%. The Swedish and Norwegian central banks will also meet next week. 
For analysis, please see page A2.

We anticipate that the central bank of Colombia will leave the reference rate unchanged at 4.50% at the next meeting on December 21st. After the 25 
basis points cut in November (we previously anticipated the cut to take place at the December meeting) we do not foresee further reductions in the short-
term as, despite the economic deceleration, household debt remains high and credit growth continues to grow at relatively elevated rates. 

Inflation dynamics will be the cornerstone of the Reserve Bank of India’s monetary policy decisions in the coming months. While wholesale price inflation 
decelerated to 7.2% y/y in November from 7.5% the month earlier, it remains persistently high. This, combined with India’s twin deficits, has restricted the 
central bank’s ability to implement considerable monetary policy measures to counter subdued economic conditions. We expect the central bank to keep 
the benchmark repo rate unchanged at 8.0% following its meeting on December 18th. Nevertheless, with some promising economic reforms underway 
the authorities may be able to loosen monetary conditions in early 2013. The Bank of Japan will meet on December 20th; given the deteriorating domestic 
economic outlook, it is under pressure to loosen monetary conditions further in the coming months - through quantitative easing measures - as the 
country’s authorities have begun a more decisive fight against deflation. 
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Forecasts at time of publication. 
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A8 

Forecasts as at December 4, 2012* 2000-11 2012f 2013f 2014f 2000-11 2012f 2013f 2014f

Output and Inflation (annual % change) Real GDP Consumer Prices2

  World1
3.7 3.1 3.2 3.8

   Canada 2.2 2.0 1.7 2.3 2.1 1.6 1.9 2.2
   United States 1.8 2.2 2.0 2.5 2.5 2.1 2.3 2.2
   Mexico 2.2 4.0 3.6 4.0 4.8 4.2 4.0 3.8

   United Kingdom 1.9 0.0 1.3 1.6 2.3 2.8 2.4 2.2
   Euro zone 1.4 -0.5 0.0 1.0 2.1 2.2 2.0 1.7

   Japan 0.8 1.7 0.9 1.3 -0.3 0.0 0.3 0.6
   Australia 3.0 3.4 2.7 3.1 3.1 2.5 2.8 3.0
   China 9.4 7.7 8.0 8.3 2.4 2.4 3.4 4.0
   India 7.3 5.5 6.0 6.5 6.6 7.5 7.0 6.1
   Korea 4.5 2.3 3.1 3.6 3.2 1.7 2.8 3.0
   Thailand 4.0 5.5 4.0 4.2 2.7 3.2 3.1 3.3

   Brazil 3.6 1.0 3.5 4.0 6.6 5.5 5.8 5.0
   Chile 4.8 5.4 5.0 5.4 3.5 2.1 3.2 3.0
   Peru 5.6 6.3 6.0 5.5 2.6 3.3 3.0 3.0

Central Bank Rates (%, end of period) 12Q4f 13Q1f 13Q2f 13Q3f 13Q4f 14Q1f 14Q2f 14Q3f

Bank of Canada 1.00 1.00 1.00 1.00 1.00 1.25 1.50 1.75
Federal Reserve 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
European Central Bank 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75
Bank of England 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Swiss National Bank 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Bank of Japan 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
Reserve Bank of Australia 3.00 3.00 3.00 3.00 3.25 3.25 3.50 3.50

Exchange Rates (end of period)

Canadian Dollar (USDCAD) 0.97 0.97 0.97 0.96 0.96 0.95 0.95 0.94
Canadian Dollar (CADUSD) 1.03 1.03 1.03 1.04 1.04 1.05 1.05 1.06
Euro (EURUSD) 1.29 1.27 1.26 1.25 1.25 1.24 1.23 1.22
Sterling (GBPUSD) 1.62 1.62 1.63 1.64 1.64 1.65 1.65 1.66
Yen (USDJPY) 80 82 84 85 87 88 89 89
Australian Dollar (AUDUSD) 1.04 1.05 1.05 1.06 1.06 1.07 1.07 1.08
Chinese Yuan (USDCNY) 6.3 6.3 6.2 6.2 6.1 6.1 6.1 6.1
Mexican Peso (USDMXN) 12.8 12.9 12.8 12.9 13.2 13.2 13.1 13.1
Brazilian Real (USDBRL) 2.10 2.11 2.12 2.15 2.15 2.15 2.18 2.20

Commodities (annual average) 2000-11 2012f 2013f 2014f

WTI Oil (US$/bbl) 57 94 94 96
Brent Oil (US$/bbl) 58 112 112 112
Nymex Natural Gas (US$/mmbtu) 5.67 2.85 3.75 4.00

Copper (US$/lb) 2.10 3.60 3.50 3.30
Zinc (US$/lb) 0.77 0.89 1.02 1.20
Nickel (US$/lb) 7.62 7.90 8.10 8.00
Gold, London PM Fix (US$/oz) 668 1,672 1,800 1,700

Pulp (US$/tonne) 718 872 875 950
Newsprint (US$/tonne) 581 640 650 675
Lumber (US$/mfbm) 272 295 340 375

1 World GDP for 2000-11 are 
IMF PPP estimates; 2012-14f 
are Scotiabank Economics' 
estimates based on a 2011 
PPP-weighted sample of 38 
countries.                               
2 CPI for Canada and the 
United States are annual 
averages. For other countries, 
CPI are year-end rates.

 * See Scotiabank Economics 'Global Forecast Update' (http://www.gbm.scotiabank.com/English/bns_econ/forecast.pdf) 
for additional forecasts & commentary.
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Canada 2011 12Q2 12Q3 Latest United States 2011 12Q2 12Q3 Latest
  Real GDP (annual rates) 2.6 1.7 0.6   Real GDP (annual rates) 1.8 1.3 2.7
  Current Acc. Bal. (C$B, ar) -52.3 -73.5 -75.6   Current Acc. Bal. (US$B, ar) -466 -470
  Merch. Trade Bal. (C$B, ar) 0.9 -14.1 -19.6 -2.0 (Oct)   Merch. Trade Bal. (US$B, ar) -738 -743 -696 -710 (Oct)
  Industrial Production 3.5 2.3 -0.3 -1.5 (Sep)   Industrial Production 4.1 4.9 3.4 2.4 (Nov)
  Housing Starts (000s) 193 231 222 196 (Nov)   Housing Starts (millions) 0.61 0.74 0.78 0.89 (Oct)
  Employment 1.6 1.2 1.0 1.7 (Nov)   Employment 1.1 1.3 1.4 1.4 (Nov)
  Unemployment Rate (%) 7.5 7.3 7.3 7.2 (Nov)   Unemployment Rate (%) 9.0 8.2 8.1 7.7 (Nov)
  Retail Sales 4.1 2.6 2.5 1.8 (Sep)   Retail Sales 8.3 4.3 4.6 3.4 (Nov)
  Auto Sales (000s) 1589 1670 1662 1722 (Oct)   Auto Sales (millions) 12.7 14.1 14.5 15.5 (Nov)
  CPI 2.9 1.6 1.2 1.2 (Oct)   CPI 3.2 1.9 1.7 1.8 (Nov)
  IPPI 4.6 0.7 -0.1 0.2 (Oct)   PPI 6.0 1.1 1.5 1.5 (Nov)
  Pre-tax Corp. Profits 15.4 0.4   Pre-tax Corp. Profits 2.1 14.6 20.4

Mexico
  Real GDP 3.9 4.4 3.3
  Current Acc. Bal. (US$B, ar) -9.2 3.6 -14.6
  Merch. Trade Bal. (US$B, ar) -1.5 6.1 -4.7 -19.7 (Oct)
  Industrial Production 4.0 4.1 3.6 3.6 (Oct)
  CPI 3.4 3.9 4.6 4.2 (Nov)

Euro Zone 2011 12Q2 12Q3 Latest Germany 2011 12Q2 12Q3 Latest
  Real GDP 1.5 -0.5 -0.6   Real GDP 3.1 1.0 0.9
  Current Acc. Bal. (US$B, ar) 17 84 131 54 (Sep)   Current Acc. Bal. (US$B, ar) 203.6 192.1 208.7 212.1 (Oct)
  Merch. Trade Bal. (US$B, ar) 12.8 131.6 106.7 93.8 (Sep)   Merch. Trade Bal. (US$B, ar) 217.0 245.2 256.0 236.3 (Oct)
  Industrial Production 3.4 -2.3 -2.4 -3.9 (Oct)   Industrial Production 8.0 -0.2 -1.1 -3.6 (Oct)
  Unemployment Rate (%) 10.1 11.2 11.5 11.7 (Oct)   Unemployment Rate (%) 7.1 6.8 6.8 6.9 (Nov)
  CPI 2.7 2.5 2.5 4.7 (Nov)   CPI 2.3 1.9 1.9 3.3 (Nov)

France United Kingdom
  Real GDP 1.7 0.1 0.1   Real GDP 0.9 -0.5 -0.1
  Current Acc. Bal. (US$B, ar) -54.5 -81.3 -30.8 -104.9 (Oct)   Current Acc. Bal. (US$B, ar) -46.4 -128.6
  Merch. Trade Bal. (US$B, ar) -53.0 -57.5 -47.1 -43.3 (Oct)   Merch. Trade Bal. (US$B, ar) -160.7 -176.7 -162.1 -184.1 (Oct)
  Industrial Production 1.7 -2.0 -2.2 -3.6 (Oct)   Industrial Production -0.7 -2.7 -1.8 -3.0 (Oct)
  Unemployment Rate (%) 9.6 10.2 10.6 10.7 (Oct)   Unemployment Rate (%) 8.1 8.1 7.8 7.8 (Sep)
  CPI 2.1 2.0 2.0 3.5 (Nov)   CPI 4.5 2.7 2.4 2.6 (Oct)

Italy Russia
  Real GDP 0.6 -2.3 -2.4   Real GDP 4.3 4.0 2.9
  Current Acc. Bal. (US$B, ar) -67.4 -4.3 -9.4 -39.8 (Sep)   Current Acc. Bal. (US$B, ar) 98.8 21.2 13.0
  Merch. Trade Bal. (US$B, ar) -35.5 17.0 23.0 6.3 (Sep)   Merch. Trade Bal. (US$B, ar) 16.5 16.7 13.6 14.5 (Oct)
  Industrial Production 0.2 -7.5 -6.2 -5.9 (Oct)   Industrial Production 4.8 2.3 2.5 1.8 (Oct)
  CPI 2.8 3.3 3.2 5.5 (Nov)   CPI 8.4 3.8 6.0 6.5 (Nov)

 

ECONOMIC STATISTICS 

 
Source: Bloomberg, Global Insight, Scotiabank Economics. 
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Australia 2011 12Q2 12Q3 Latest Japan 2011 12Q2 12Q3 Latest
  Real GDP 2.4 3.8 3.1   Real GDP -0.5 4.0 0.5
  Current Acc. Bal. (US$B, ar) -33.9 -34.5 -66.1   Current Acc. Bal. (US$B, ar) 119.2 56.8 80.5 57.3 (Oct)
  Merch. Trade Bal. (US$B, ar) 35.7 27.6 2.9 -15.4 (Oct)   Merch. Trade Bal. (US$B, ar) -33.8 -64.4 -96.2 -94.9 (Oct)
  Industrial Production -0.8 2.7 4.3   Industrial Production -2.3 5.1 -4.6 -7.0 (Oct)
  Unemployment Rate (%) 5.1 5.1 5.3 5.2 (Nov)   Unemployment Rate (%) 4.6 4.4 4.2 4.2 (Oct)
  CPI 3.3 1.2 2.0   CPI -0.3 0.2 -0.4 -0.4 (Oct)

South Korea China
  Real GDP 3.6 2.3 1.5   Real GDP 10.4 7.6 7.4
  Current Acc. Bal. (US$B, ar) 26.5 44.8 58.2 69.8 (Oct)   Current Acc. Bal. (US$B, ar) 201.7
  Merch. Trade Bal. (US$B, ar) 30.8 38.5 30.6 53.7 (Nov)   Merch. Trade Bal. (US$B, ar) 155.0 274.2 317.6 235.6 (Nov)
  Industrial Production 6.9 2.4 -0.1 0.5 (Oct)   Industrial Production 12.8 9.5 9.2 10.1 (Nov)
  CPI 4.0 2.4 1.6 5.4 (Nov)   CPI 4.1 2.2 1.9 2.0 (Nov)

Thailand India
  Real GDP 0.1 4.4 3.0   Real GDP 7.5 5.5 5.3
  Current Acc. Bal. (US$B, ar) 5.9 -2.3 2.7   Current Acc. Bal. (US$B, ar) -62.8 -16.4
  Merch. Trade Bal. (US$B, ar) 1.4 0.5 1.7 -0.1 (Oct)   Merch. Trade Bal. (US$B, ar) -13.4 -13.7 -16.4 -19.3 (Nov)
  Industrial Production -9.3 -1.6 -10.8 36.4 (Oct)   Industrial Production 4.8 -0.3 0.5 8.2 (Oct)
  CPI 3.8 2.5 2.9 2.7 (Nov)   WPI 9.5 7.5 7.9 7.2 (Nov)

Indonesia
  Real GDP 6.5 6.4 6.2
  Current Acc. Bal. (US$B, ar) 1.7 -7.7 -5.3
  Merch. Trade Bal. (US$B, ar) 2.2 -0.8 0.2 -1.5 (Oct)
  Industrial Production 4.1 2.2 1.5 7.6 (Sep)
  CPI 5.4 4.5 4.5 4.3 (Nov)

Brazil 2011 12Q2 12Q3 Latest Chile 2011 12Q2 12Q3 Latest
  Real GDP 2.5 0.4 0.8   Real GDP 6.0 5.7 5.7
  Current Acc. Bal. (US$B, ar) -52.5 -52.7 -35.5   Current Acc. Bal. (US$B, ar) -0.3 -7.0 -19.1
  Merch. Trade Bal. (US$B, ar) 29.8 18.5 34.6 -2.2 (Nov)   Merch. Trade Bal. (US$B, ar) 10.0 6.7 -7.1 6.7 (Nov)
  Industrial Production 0.4 -4.4 -2.5 0.3 (Oct)   Industrial Production 6.9 2.8 0.8 9.1 (Oct)
  CPI 6.6 5.0 5.2 11.8 (Nov)   CPI 3.3 3.1 2.6 2.1 (Nov)

Peru Colombia
  Real GDP 6.9 6.1   Real GDP 5.9 4.9
  Current Acc. Bal. (US$B, ar) -3.3 -2.2   Current Acc. Bal. (US$B, ar) -10.0 -3.2
  Merch. Trade Bal. (US$B, ar) 0.9 0.2 0.3 0.1 (Oct)   Merch. Trade Bal. (US$B, ar) 0.4 0.2 0.0 0.0 (Oct)
  Unemployment Rate (%) 7.7 7.2 6.5 5.9 (Nov)   Industrial Production 5.1 -0.2 -1.9 (Aug)
  CPI 3.4 4.1 3.5 2.7 (Nov)   CPI 3.4 3.4 3.1 2.8 (Nov)

 

ECONOMIC STATISTICS 

 
Source: Bloomberg, Global Insight, Scotiabank Economics. 

A10 

   Asia Pacific 

Latin America 

All data expressed as year-over-year % change unless otherwise noted. 



 
 

 
Economics 

9 

Global Views  

December 14, 2012 

 

Interest Rates (%, end of period)

Canada 12Q2 12Q3 Dec/07 Dec/14* United States 12Q2 12Q3 Dec/07 Dec/14*
BoC Overnight Rate 1.00 1.00 1.00 1.00   Fed Funds Target Rate 0.25 0.25 0.25 0.25
  3-mo. T-bill 0.88 0.98 0.96 0.96   3-mo. T-bill 0.08 0.09 0.08 0.02
  10-yr Gov’t Bond 1.74 1.73 1.71 1.79   10-yr Gov’t Bond 1.64 1.63 1.62 1.70
  30-yr Gov’t Bond 2.33 2.32 2.31 2.39   30-yr Gov’t Bond 2.75 2.82 2.81 2.86
  Prime 3.00 3.00 3.00 3.00   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 66.0 67.9 67.9 (Oct)   FX Reserves (US$B) 138.8 142.0 141.2 (Oct)

Germany France
  3-mo. Interbank 0.53 0.11 0.10 0.12   3-mo. T-bill 0.04 0.00 -0.02 0.00
  10-yr Gov’t Bond 1.58 1.44 1.30 1.36   10-yr Gov’t Bond 2.69 2.18 1.96 1.98
  FX Reserves (US$B) 68.2 68.5 68.5 (Oct)   FX Reserves (US$B) 49.6 50.9 52.4 (Oct)

Euro Zone United Kingdom
  Refinancing Rate 1.00 0.75 0.75 0.75   Repo Rate 0.50 0.50 0.50 0.50
  Overnight Rate 0.38 0.11 0.07 0.07   3-mo. T-bill 0.37 0.35 0.35 0.35
  FX Reserves (US$B) 328.7 332.8 334.0 (Oct)   10-yr Gov’t Bond 1.73 1.73 1.74 1.87

 FX Reserves (US$B) 84.4 87.9 89.5 (Oct)

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 3.50 3.50 3.00 3.00
  3-mo. Libor 0.13 0.13 0.12 0.12   10-yr Gov’t Bond 3.04 2.99 3.12 3.38
  10-yr Gov’t Bond 0.84 0.78 0.71 0.74   FX Reserves (US$B) 44.1 42.4 46.9 (Oct)
  FX Reserves (US$B) 1231.2 1233.3 1231.8 (Oct)

Exchange Rates (end of period)

USDCAD 1.02 0.98 0.99 0.99   ¥/US$ 79.79 77.96 82.49 83.47
CADUSD 0.98 1.02 1.01 1.01   US¢/Australian$ 1.02 1.04 1.05 1.05
GBPUSD 1.571 1.617 1.604 1.614   Chinese Yuan/US$ 6.35 6.28 6.22 6.25
EURUSD 1.267 1.286 1.293 1.314   South Korean Won/US$ 1145 1111 1082 1075
JPYEUR 0.99 1.00 0.94 0.91   Mexican Peso/US$ 13.361 12.859 12.851 12.777
USDCHF 0.95 0.94 0.93 0.92   Brazilian Real/US$ 2.009 2.026 2.075 2.081

Equity Markets (index, end of period) 

  United States (DJIA) 12880 13437 13155 13168   U.K. (FT100) 5571 5742 5914 5928
  United States (S&P500) 1362 1441 1418 1416   Germany (Dax) 6416 7216 7518 7594
  Canada (S&P/TSX) 11597 12317 12160 12281   France (CAC40) 3197 3355 3606 3641
  Mexico (IPC) 40200 40867 42798 42950   Japan (Nikkei) 9007 8870 9527 9738
  Brazil (Bovespa) 54355 59176 58487 59736   Hong Kong (Hang Seng) 19441 20840 22191 22606
  Italy (BCI) 761 825 839 847   South Korea (Composite) 1854 1996 1957 1995

Commodity Prices (end of period)

  Pulp (US$/tonne) 900 830 870 870   Copper (US$/lb) 3.45 3.75 3.61 3.65
  Newsprint (US$/tonne) 640 640 640 640   Zinc (US$/lb) 0.84 0.95 0.90 0.93
  Lumber (US$/mfbm) 283 285 360 362   Gold (US$/oz) 1598.50 1776.00 1701.50 1696.25
  WTI Oil (US$/bbl) 84.96 92.19 85.93 86.70   Silver (US$/oz) 27.08 34.65 32.85 32.52
  Natural Gas (US$/mmbtu) 2.82 3.32 3.55 3.30   CRB (index) 284.19 309.30 294.70 292.70

FINANCIAL STATISTICS 

* Latest observation taken at time of writing. 
Source: Bloomberg, Scotiabank Economics. 
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