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Looking For Better Signals From China 

 Please see our full indicator, central bank, auction and event calendars on pp. A3-A8. 
 

Canada — Is That It For The BoC? 

After starting the week shut for Labour Day, the main event for Canada will be 
the sixth monetary policy decision this year. 

We expect the Bank of Canada to remain on hold on Wednesday with the 
overnight rate unchanged at 0.5%. It will be a statement-only affair with no 
forecast updates or press conference. They will come next in October. 

Since the last rate decision on July 15th, the Western Canada Select oil price 
has recovered much of the decline that had occurred by mid-August. This may 
encourage the BoC that oil prices are stabilizing, but the absence of upside 
pressures and caution toward risks will remain a headwind to capital 
expenditure plans of energy firms. But total capital expenditures across all 
industries account for about 10% of GDP of which the broadly defined energy 
sector accounts for about one-fifth. Thus, cap-ex cuts in the energy sector 
directly affect 2% of the economy. Slash energy sector cap-ex budgets in half, 
and yes, broad growth temporarily takes a 1% hit. That’s not a recession. It’s an economy adjusting to over-
investment in the resource sector. Then shake it off and move on unless you’re in that sector which, by the way, 
is capital intensive but labour light by way of only employing about 5% of all workers through direct and indirect 
effects. 85% of the Canadian economy is not accounted for by the direct and indirect effects of the energy sector 
despite the (wrong) global impression that Canada just produces a whole lot of tarry black stuff. 

Offsetting this, however, is that the BoC should be much more encouraged by the flow of recent data that is 
reinforcing expectations for renewed economic growth in the third quarter. Q2 GDP was not as bad as feared with 
only an annualized contraction of -0.5% following a small 0.8% contraction in Q1 and the BoC nailed Q2 in its July 
MPR forecasts. The first half of the year lacked breadth in the pain signals as job growth, housing markets, and 
consumer spending remained buoyant. The media and some politicians call this a recession, but it doesn’t 
fundamentally pass the smell test for such a call to me. In fact, if the pace of job growth so far this year holds up 
over the remaining four months then 2015 will post the fastest pace of job growth over the past three years and 
come in at about 170,000 jobs having been created. Let me repeat the strong conviction I’ve had all year 
throughout the debate:  This. Is. Not. A. Recession. The risk is that the more we keep wrongly hearing the country 
is in recession, the more people might actually start to believe the nonsense and make it a self-fulfilling prophecy. 

Besides, whatever you choose to call the first half of the year, it looks to be over and in such fashion as to 
potentially put significant upside to the BoC’s forecast for Q3 GDP growth that they penned at 1.5%. Monthly 
GDP in June expanded at a non-annualized pace of +0.5% m/m and this served as a good hand-off to Q3 
growth with 1% growth momentum baked in before we know many of the Q3 indicators. The July trade report 
added to this upside with a 1% gain in the volume of exports over the prior month that itself registered a large 
3.6% monthly gain. The breadth of gains in nonresource exports like autos, planes and parts, capital goods and 
consumer goods offset weak resource exports. In fact, while it’s very early for Q3 tracking, the volume of exports 
is tracking a roughly 12% annualized gain in Q3 over Q2 based upon what we know from the Q2 starting point, 
July data, and assuming flat export volumes in August and September in order to focus upon the effects of what 
we know. That will probably be reined in lower as data further evolves and there is always revision risk, but so 
far this might be adding significant upside to Q3 GDP growth projections.  

A further upside is coming from hours worked that get reported with the job figures but often neglected in 
popular commentary. Hours worked are tracking 2.6% higher so far in Q3 over Q2 which is a very solid 
indication for Q3 GDP growth. The trend is volatile but solid and includes the fact that August posted the fastest 
gain in hours worked in almost four years back when oil prices were double today. More hours being worked 
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means more being produced all else equal, and the recovery in 
nonresource sectors is more than offsetting.  

Add to this a currency that has depreciated further since the July meeting 
and the case for holding rates at this point is fairly compelling. In fact, 
most within consensus think rate cuts are over as the latest Reuters poll 
indicates (chart 1). By the end of this year, the vast majority of forecasters 
— including us — think the overnight rate will remain unchanged at 0.5%. 
By the end of next year, the vast majority either think the policy rate will 
remain stuck at this level, or it will be hiked. Our house view is a policy 
hold throughout this year and next. My personal bias remains that the 
BoC overreacted and applied excessive easing in the context of what 
will emerge to be the convergence of headline and core inflation upon the 
2% target or greater by early next year as import price pressures fan out 
across the economy. Improved growth fundamentals and inflation at or 
above target could well result in a further cheapening of the Canada curve 
into 2016 as markets shift to tightening before the BoC.  

The only data release over the week will be housing starts on Wednesday that will cover the month of August. 
All of the volatility in this reading over recent months has been due to the multi-family housing class including 
condominiums. 

Asia — Focus On China 

In 2007, current Chinese Premier Li Keqiang but then head of the 
Communist Party in Lianoning province, remarked to the US 
Ambassador to China that Chinese GDP figures were “man made” and 
implied they should therefore be heavily discounted. Chinese women 
expressed a sigh of relief for not being implicated in such a disingenuous 
exercise, one might surmise. This was disclosed by WikiLeaks in 
December 2010 in the form of a memo the Ambassador sent back to 
Washington thereafter. Li stated a preference for looking at electricity 
consumption, rail cargo volume and bank lending as more reliable 
gauges of economic activity. The fact that electricity consumption (chart 
2) and rail cargo volumes are weak this year while aggregate financing is 
down on a year-to-date basis despite increased new yuan loans is what 
many are pointing to as evidence that GDP growth is much softer than 
the “man-made” GDP growth print that sat at 7% y/y in Q2.  

One attempt at a so-called “Keqiang Index” is shown correlated with 
official GDP growth in chart 3. One immediate observation is that the 
volatility in the Keqiang index makes it suspect as a truer gauge of underlying GDP growth. So you don’t like 
Chinese GDP statistics? Tell me a country where suspicion toward GDP measures is without merit especially 
before countless revisions set in. But if you emphasize the Keqiang approach, then do you really think the large 
Chinese economy truly contracted by 2 1/2% in late 2008 and then super-accelerated to 27% growth a year 
later?  I’d say not, but the emphasis of some China bears on this alternative growth reading ignores how 
it can be more misleading than the very GDP figures it purports to replace!  That should temper the 
argument that China is already in recession just by emphasizing this alternative index. One might suggest that 
the best thing Premier Li could do for China in world markets right now may be to soften his earlier remarks by 
questioning the value of this alternate growth reading. 

One further counter-argument to this approach is that half the economy is service-oriented now and this share 
has risen significantly since Premier Li first passed these remarks. His chosen indicators fall outside of the 
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increasingly important service sector. The service sector has posted 
slower growth according to purchasing manager indices for that part 
of the economy, but it is still growing. Further, the surge in new yuan 
loans (chart 4) is thought to reflect — in part — an encouraging move 
away from unregulated growth in shadow financing toward growth at 
regulated banks as part of a focus upon financial reforms.  

Regardless, this debate will continue next week when aggregate financing 
figures are updated, trade figures for August are released (and along with 
them imports of resource commodities), and CPI inflation for the same 
month is issued. Consensus thinks that the pace of contraction in Chinese 
exports may abate somewhat while inflation rises to 1.9% y/y — the 
highest reading in about a year. President Xi Jinping’s visit to the US will 
be set against the backdrop of such releases and tensions over sanctions 
the US is imposing on cyber theft of US intellectual property. 

Other developments across Asian markets will pale by 
comparison. The RBNZ is expected to cut its official cash rate by 
25bps to 2.75% by all but one within the Bloomberg consensus. Bank 
Negara Malaysia is expected to keep its overnight rate unchanged at 
3.25% and the Bank of Korea is expected by most to stay on hold at 
1.5% . Australia may be hard pressed to repeat the 38,500 job gain 
that was recorded in July and may restore an oscillating monthly 
pattern to the downside. Japan is expected to revise Q2 GDP slightly 
lower to a 1.8% annualized contraction over Q1. Trade (India) and 
industrial output (India, Malaysia) and unemployment (South Korea) will 
moderately inform tracking of growth risks within the region. 

United States — The Pre-Fed Jitters 

US markets won’t really have much to deal with by way of domestic 
sources of risk next week. They start off closed for the Labor Day holiday 
on Monday, and then the Federal Reserve goes into communications  
black-out the next day ahead of the September 17th FOMC meeting. 

Only the University of Michigan’s consumer sentiment survey (Friday) and a speech on monetary policy by 
retiring Minneapolis Fed President Narayana Kocherlakota (nonvoting) on Tuesday are on tap. 

The US Treasury auctions 3s, 10s and 30s. 

Europe — BoE Watching From The Sidelines 

To talk the talk is an imperative part of any central banker’s toolkit, and every economist’s for that matter. The 
Bank of England is not ready to act yet, and will rely upon communication tools to further coax markets in the 
direction of expectations for rate hikes sometime in early 2016. Nothing is expected from next week’s policy 
decisions, but Governor Carney advised in his speech at the Fed’s Jackson Hole symposium that “Recent 
events do not yet, to my mind, merit changing the MPC’s strategy for returning inflation to target.”  In plain 
English, he was looking through recent market volatility including in commodity prices and signaled that a high 
bar is set against expectations he may veer off course with his recent policy guidance. 

Data risk will be the other point of note with regional market influences but little capacity to influence the global 
market tone. Industrial production (France, Germany, UK) and exports (Germany, UK) will garner the most 
attention as will the EC Q2 GDP add-up. 
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Volatility + Uncertainty ≠ Stronger Global Growth  

The global economy continues to struggle, with China's slowdown, the 
downward bias in commodity prices, and the renewed increase in 
financial market turbulence risking further weakness. There are not 
enough growth engines around the world. Only the U.S., the U.K. and 
India can be considered relative outperformers, countries which appear 
to be the most resilient and have the potential to generate stronger, 
and importantly, more sustainable activity. In contrast, most nations 
and regions are reporting moderate output growth. And a number of 
large nations, including Brazil, Russia and Venezuela, are still mired in 
recession. 

Financial market volatility around the world has increased dramatically 
in recent weeks. The large and synchronized sell-off in global stock 
markets, followed by only a partial rebound, continues to grind lower 
and highlights a downgraded assessment of economic conditions and 
corporate earnings. The increase in risk aversion has put added 
downward pressure on already low sovereign bond yields throughout 
the advanced economies, and even in the U.S. where strengthening 
employment and output growth threaten to boost wages and inflation. 

Around the world investor confidence is being challenged. China’s continuing underperformance is highlighted 
by the slump in manufacturing and two-way trade. Commodity prices remain under pressure. Many 
international currencies are being marked lower vis-à-vis the U.S. dollar, a trend reinforced by the Renminbi's 
mid-August devaluation. Concerns surrounding debt sustainability in many overseas jurisdictions have 
resurfaced, especially with regard to U.S. dollar-denominated liabilities. Geopolitical issues remain ever-
present. And there is the uncertainty surrounding the extent of rate hikes once the U.S. Federal Reserve 
begins to normalize ultra-low borrowing costs, possibly later this year. 

In this environment, business investment — less than buoyant to begin with internationally — is at risk of a 
further slowdown in response to the increased economic uncertainty, the absence of a discernible pick-up in 
global demand and trade, and the forthcoming production adjustments needed to redress overcapacity in 
some sectors and particularly in the commodity-related areas.  Accordingly, prospects for global growth are 
likely to remain on the softer side for the time being. 

The biggest downside risks are in the resource-sensitive regions. Many emerging market and developing 
nations — ranging from the Asia-Pacific region to Latin America — are being negatively affected by the 
combination of the slowdown in China, the decline in commodity prices, persistent U.S. dollar strength, and 
the intensifying weakness in currency and financial markets. More advanced economies — including Canada, 
Mexico and Australia — are also being squeezed by the investment, output and employment adjustments 
needed to rebalance operating conditions to the new reality of oversupply, lower prices and reduced earnings.  

The price of WTI crude oil recently reversed its spring-time run-up, and is currently trading nearer the lower 
end of a US$40-60/barrel range this year. Geopolitical events and recurring volatility aside, underlying 
fundamentals suggest that crude oil prices will likely remain on the weaker side for longer. The global market 
remains significantly oversupplied, but other factors are also at play, including the strong U.S. dollar and 
questions over prospective demand in a slower-growth environment.  Although this situation is not sustainable 
over the longer term given the generally higher production costs in most producing regions outside of the 
Middle East, the needed adjustments to restore market balance will take longer to materialize since OPEC 
nations are continuing to boost oil output, while U.S. shale production remains quite resilient and worldwide 
inventories are very large. 

Moderate growth and weak prices for many key commodities besides oil are reinforcing the likelihood of a 
more prolonged period of very low overall inflation. Increasingly, more and more policymakers around the 
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world are favouring easier credit conditions and weaker domestic currencies to provide some relief. The 
recent monetary easing by China, in addition to prior initiatives aimed at supporting slumping equity markets 
and a bias towards a weaker Renminbi, highlights the concern over deteriorating economic prospects. The 
amount of fiscal stimulus has been more modest, though many jurisdictions, including Canada and most 
countries within the Pacific Alliance, are bolstering infrastructure spending to help boost flagging demand.  

The challenging conditions around the world do pose some risk to the U.S. outlook. The softer global 
environment coupled with persistent U.S. dollar strength has the potential to weigh on U.S. growth. Weaker 
exports and stronger imports are already resulting in a reduction in net trade, while profits from foreign 
earnings will be increasingly pressured. Business investment outside of the tech sector will also be 
constrained, primarily by the softness in energy-related expenditures, but also in agriculture and other sectors 
affected by the decline in commodity prices.     

Nevertheless, the U.S. expansion appears to be on a more sustainable growth trajectory, with the latest 
upward revision to second quarter real GDP highlighting the solid support provided by domestic spending. 
Consumer and housing-related activity are benefiting from continuing and large job gains, improved 
household balance sheets, comparatively low mortgage rates, and even lower prices at the pump. Orders and 
investments in the non-resource sectors are gradually improving again. Data for the third quarter are only 
preliminary, though early indications suggest that American consumers are still confident and willing to spend 
on 'big-ticket' items — cars, homes, and home improvements — and increasingly on services, particularly 
restaurants and health care.  

The Fed is poised to raise short-term interest rates, with expectations being deferred to December. But the 
timing and extent of prospective rate hikes will depend upon the strength of the U.S. expansion and ‘core’ 
inflation, and the potential for any spillover from the volatile financial market and economic conditions around 
the world. The composition of the Fed’s portfolio of U.S. Treasury and mortgage-backed securities, together 
with potential asset allocation shifts from core creditors such as China and Japan, will be an important driver 
of long-term yields over the next year.  

Economies which are cyclically aligned to the U.S. business cycle, ranging from Canada to Mexico and the 
Caribbean, should benefit from rising U.S. demand and more competitive currencies. Transportation 
equipment, machinery, and building materials industries, as well as tourism, should benefit. Household 
spending in Canada should remain relatively resilient, bolstered by exceptionally low borrowing costs and 
continuing gains in the large and diverse service sector. For Canada’s non-resource industries, gains have 
been more uneven than expected, but output growth in Ontario, British Columbia and Manitoba this year and 
next is still expected to be reasonably firm. However, business investment, particularly in the large resource-
dominated sectors and regions, will be further constrained this year and next. The contraction in Alberta this 
year is now steeper, and the 2016 rebound more muted, reflecting the broadening impact of a more hesitant 
recovery in oil & gas investment.  

Helping to sustain Canada’s growth this year and next are elevated infrastructure commitments from Ottawa 
and the majority of the Provinces. Moreover, while we expect the Bank of Canada will remain on hold through 
2016 with core inflation currently above 2%, there is an increasing risk of an even more accommodative policy 
if the country’s economic underperformance persists.   

The current softness in the global economy is expected to give way to renewed economic traction as the drag 
from structural adjustments and financial market instability abates. Considerable pent-up demand in the U.S. 
should underpin steady consumer spending and housing-related gains. Increasing monetary and fiscal 
stimulus should help stabilize conditions in China. Persistently low borrowing costs and low oil prices remain 
supportive of improved economic performances internationally. And in contrast to the Great Recession, many 
banks around the world are much better capitalized and capable of financing increased activity.    
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USD Poised To Continue Rally Through Broader Turbulence  

Monetary policy normalization remains the primary focus for G10 currencies, with ongoing turbulence in China 
proving to be a greater risk for emerging markets. Policymakers at the US Federal Reserve (Fed) remain 
“data dependent”, with uncommitted guidance as we head into the mid-month Federal Open market 
Committee (FOMC). The Fed is implying a bias to delay the cyclical adjustment of its policy rates in light of 
continued tightening in financial conditions, with added sensitivity to internationally-driven headwinds to 
growth and inflation.  

The commodity market shock remains active. Intensifying concerns about growth deceleration and 
widespread leverage in China have refuelled a bearish momentum in virtually all commodity prices (the 
benchmark CRY index declined by 38% over the past 14 months). The combined effect of oversupply 
conditions, subdued global economic recovery (all eyes on China), and USD-denominated prices have led to 
a 56% decline in crude oil prices over the past 14 months. The implementation of the Iran nuclear deal is of 
critical geopolitical relevance with broad-based implications for the crude oil market and the security situation 
in the Middle East. 

US dollar (USD) strength is poised to continue, with support from attractive growth and shifting interest rate 
differentials vs. major peer currencies. The trade-weighted DXY index increased by 27% in the past 16 
months. Broad USD strength is expected into year-end, and policy-driven FX divergence is seen taking place 
through 2016. Most major currencies are expected to stabilize in 2016, with the exception of continued 
weakness for both the euro (EUR) and the Japanese yen (JPY). 

The Canadian dollar (CAD) is largely expected to follow the path for oil with prices likely to remain under 
pressure through the first half of 2016. Market participants maintain a focus on policy actions adopted by the 
Bank of Canada (BoC) and its implied sensitivity to oil prices, with added political uncertainties as we 
approach the October Federal election. US growth remains a key medium term support for CAD, with the 
natural sequence of non-energy export-led growth providing for stabilization through the latter half of 2016. 
The peso (MXN) has depreciated by 22% vs. the USD over the past 12 months. However, it outperformed 
selected peer currencies in the region. The Mexican economy will strongly benefit from the improving US 
economic outlook.   

EUR is expected to remain under pressure throughout our forecast profile, its underperformance driven by 
considerations of relative central bank policy with Fed-ECB divergence expected to prove a weight through 
the medium term. EUR’s gains through late summer turmoil have generated a dovish response from key 
policymakers within the governing council, adding to risk of greater accommodation with the potential to alter 
either the timing or scope of the asset purchase program. The British pound (GBP) appears increasingly 
sensitive to external developments, with considerations of domestic strength offset by the disinflationary 
influence of exchange rates and policy divergence. We continue to expect a lagged start to monetary 
tightening by the Bank of England, relative to the Fed. The expected path for the Swiss franc (CHF) is one of 
decline, though we acknowledge the complications arising from recurring rounds of volatility.   

Increasing scrutiny about the pace of economic activity in China has prompted both market adjustments and 
policy shifts. The Chinese government has intervened extensively in both currency and securities markets in 
an attempt to provide stability. The result has exacerbated a bearish tone, with concerns relating to confidence 
leading to continued capital outflows. The JPY continues to assert its role as a safe haven in periods of 
turmoil, with mid-month turbulence briefly pushing JPY to its strongest levels since mid-January. The violence 
of movement in JPY underscores an ongoing vulnerability as we consider the anticipated path of decline. The 
Australian (AUD) and New Zealand (NZD) dollars remain most sensitive to turbulence in China, their 
vulnerability most similar to emerging market peers given their direct dependence on trade with China.  
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Who Says The Fed Can’t Hike In December? 

 While all FOMC meetings are on the table for a first rate hike, we don’t find support for 
the notion that year-end liquidity issues will tie the Fed’s hands in December. 

We've often heard the theory that the Fed cannot hike rates in December because of thin market liquidity at 
that time of year partly due to balance sheet window dressing by banks and others at year-end and partly 
because markets are going into the holiday season. Therefore, the theory goes, the Fed would have to hike 
before or after. We don't buy that and offer the following points in partial defence of our team decision to 
forecast the first hike in the fed funds target rate to occur in December. This is a low conviction call 
accompanied by the significant chance that they may hike before then and the less significant prospect of a 
longer delay. 

Plenty Of Precedence 

There have been about a half dozen times since 1971 when the Fed has hiked in December (go here). This 
establishes ample precedent. 

One might suggest that post-crisis regulatory changes such as Basel III, Dodd-Frank and the Volcker Rule 
have changed the game such that liquidity is a greater concern today than in the past. However, recall that the 
first bond purchase taper was in December 2013 which offers precedent for major policy shifts in more recent 
times.  

Well-Telegraphed 

Anticipatory effects on liquidity matter. If, say, a major political assassination occurred on the morning of 
Christmas eve, then that would probably be pretty disruptive to world markets. If, however, traders and PMs 
know the Fed meeting date and risks into the meeting then presumably they’ll make sure liquidity will be there 
as opposed to hanging the “closed for business” sign on their desks. 

December Volatility Varies Widely Over Time 

It’s not even clear that seasonal liquidity theories impact bond 
market volatility in a steady way in December in any event. The 
Chicago Board Options Exchange’s 10-year Treasury note 
volatility index — for instance — has been all over the map in 
December each year in the past ten with little volatility in 2012 
and high volatility in 2008 while other experiences are scattered 
throughout the middle (see chart). 

Overall, there is little if any compelling evidence that the 
seasonal liquidity argument is an impediment to policy changes. 
Further, Chair Yellen has tended to argue that the Fed can 
manage bond market liquidity issues so, whether rightly or 
wrongly, monetary policymakers are not suggesting this will be 
an issue to them. 
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Canada’s High Household Debt Service Burden 

 Newly released figures finally provide a picture of the household debt payment burden. 

Several observations stem from the long-overdue availability of Canadian 
debt service figures from Statistics Canada (here) that significantly confirm 
our understanding from proxy measures we have used over the years. 

Canada-US Comparison 

In Canada, debt payments as a share of disposable (i.e., after taxes and 
transfers) income are now higher than they are in the US (chart 1).   The 
data is not fully comparable in that Canada consolidates households with 
unincorporated businesses while the US splits them, but this likely has less 
of an effect on the ratio than the numerator and denominator of the series 
treated separately. Besides, including unincorporated businesses only 
makes sense since households ultimately own the assets and due to 
unlimited liability they are on the hook for the debts. I would find it very 
difficult to dismiss the large present gap between the US and Canada as 
due to comparability issues. 

High Despite Low Borrowing Costs 

Canadians are substituting  higher principal payments for lower interest 
payments instead of deleveraging in a low rate environment. Witness chart 
2. Higher principal payments (the difference between the two lines) reflect 
higher average levels of indebtedness that have fed a significant portion of 
the housing and consumer cycle.  

Further Upward Pressure In Future? 

Because principal payments as a share of disposable income sit at a 
record high, if/when borrowing costs rise, we could see greater upward 
pressure on the broader debt service burden as reducing principal 
payments materially would be a difficult and slow process.  

Understates Housing-Related Charges 

Canada still does not have a broader financial obligations  ratio like the US 
(chart 3). This would include other fixed charges mostly related to housing like 
home insurance, property taxes, utilities, rent and auto leases. This would 
provide a macro measure that bears closer resemblance to how lenders 
assess debt service ratios. If the gap in the two measures in the US is similar 
in Canada, then it probably means Canadians spend one out of five dollars of 
income after taxes on debt payments and housing related expenses.  

A Useful Predictor Of Consumer Bankruptcies 

The final point speaks to the correlation between this debt burden measure 
and consumer insolvency rates from the Office of the Superintendent of 
Bankruptcies (chart 4). The best statistical connection is with a two year lag 
on the debt service burden that may reflect a tendency to weather through 
a period of duress and restructuring before insolvency becomes 
unavoidable. This lagged relationship offers about a 78% correlation 
between the debt burden and bankruptcies and serves as a useful early 
warning sign.  The debt service is not under recent upward pressure. 

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 

 

9

10

11

12

13

14

15

16

17

18

19

80 85 90 95 00 05 10 15

U.S. Household Debt Service          
& Financial Obligations

% household disposable income

Source: Scotiabank Economics,
U.S. Federal Reserve.

Financial
Obligations 

Ratio

Debt Service
Ratio

6

7

8

9

10

11

12

13

14

15

90 92 94 96 98 00 02 04 06 08 10 12 14

Canadian Principal Payments          
Have Risen

% household disposable income

Source: Scotiabank Economics, Statistics Canada.

Debt Service Ratio
(Interest & Principal)

Debt Service Ratio 
(Interest Only)

9

10

11

12

13

14

15

80 85 90 95 00 05 10 15

Canada-US Comparison
debt payments as
% of disposable income

Source: Scotiabank Economics, Statistics Canada, 
U.S. Federal Reserve.

Canada

U.S.

2.0

2.5

3.0

3.5

4.0

4.5

5.0

5.5

6.0

10.0

10.5

11.0

11.5

12.0

12.5

13.0

13.5

14.0

14.5

15.0

90 92 94 96 98 00 02 04 06 08 10 12 14 16

Debt Service As A Predictor Of 
Consumer Bankruptcies In Canada

% of household 
dispoable income

Source: Scotiabank Economics, Statistics Canada.

Debt Service Ratio 
2-year lag

(LHS)

Insolvencies
(RHS)

per 1000 people

CANADIAN MACRO COMMENT 

 

Chart 1 

Chart 2 

Chart 3 

Chart 4 

http://www.statcan.gc.ca/pub/13-605-x/2015006/article/14219-eng.htm


Economics 

Global Views 
  

September 4, 2015 

10 

 

  

Canadian Nonrecourse Mortgages Pose Little Risk 

 They only exist for some in Alberta and Saskatchewan, are a small share of nationwide 
mortgages, and we’re nowhere close to seeing significant strategic defaults. 

Given the sharp decline in Calgary's home resales during the month of August (-27% y/y), what are the 
dangers to Alberta’s mortgage market?  So far, very few, but here is what you need to know in order to assess 
the risks.  

Prices in Calgary are down by a modest 2% y/y on average and the 
median house price is flat (+0.4% y/y). As the accompanying chart 
depicts, Edmonton is in a similar position. The issue is what 
happens to nonrecourse lending should prices really take a tumble 
that so far is not happening. One can understand the concerns, 
given that Albertans coined the term ‘jingle mail’ in the early 1980s 
when bankers would come in on Monday morning to find a pile of 
keys slipped through the mail slot in the night — long before the 
term became popularized in the US. 

Alberta and Saskatchewan are the only provinces in Canada that 
have nonrecourse mortgages as a part of their markets thanks to 
policies born out of the Great Depression. In the rest of the country, 
lenders have full recourse over incomes and assets through the 
courts which is a major reason why mortgage defaults have tended 
to be far better behaved even during past recessions than in, say, 
the United States. Thus, the strategic default option only exists in 
Alberta and Saskatchewan, and it is important to note that it is not 
available to everyone. The Bank of Canada figures that 
nonrecourse mortgages are about 35% of mortgages in Alberta. In order to walk away from a mortgage in 
those two provinces, laws require the following: 

 One must not have mortgage insurance. The idea here is to rule out the most leveraged borrowers and 
somewhat limit the extent to which the laws can be gamed. By law in Canada, if you have less than 20% 
of the purchase price to put as a down payment then you are required to take out mortgage insurance 
that is explicitly backed by the Federal government.  

 In Saskatchewan, the laws are stricter in that you cannot have mortgage insurance AND it must be a 
newly originated mortgage and not a renewal. I guess the thinking here is that if you are renewing then 
you’ve had a chance to become more established in your finances than, say, a first-time homebuyer. 

Because of these laws, it is generally felt that prices in the two provinces would have to fall by well over 20% 
in order for the strategic default option to begin to make sense for people to walk away from their down 
payments. Because one’s credit rating would be damaged, making it difficult to obtain a loan in future, it is 
generally felt that the drop in prices would have to be much greater than 20% and viewed as a mostly 
permanent negative shock in order for a nonrecourse mortgage holder to feel it is worth it to walk away and 
give the keys to the lender.  

Alberta represents about 13% of all mortgages held by banks in Canada and Saskatchewan is about another 
2% according to the Bank of Canada’s regional distribution of bank assets. Therefore I would figure that only 
about 5-6% of all Canadian mortgages are currently uninsured nonrecourse mortgages which is the estimate 
we have long used. This is why we have always argued that this issue is of regional significance but is small 
potatoes to the bigger housing and mortgage picture across the country. A sharply bearish price scenario is 
required to trigger greater risks in Alberta’s housing and mortgage market and modest risks to the national 
picture for uninsured mortgages. 

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 
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European Central Bank September Meeting 

On “Alert” but waiting for more evidence  

 The European Central Bank (ECB) President, Mario Draghi, indicated that the bank is closely monitoring 
global developments, but needs more evidence before taking additional monetary policy action. However, 
the ECB left the door open to further stimulus by stressing its “willingness and ability to act” if external 
headwinds from slower growth in China and financial market volatility hinders its effort to boost inflation to 
its target of just under 2%.  

 The ECB downgraded its projections for 
Eurozone growth and inflation. Real GDP 
growth was lowered to 1.4% this year, 
1.7% in 2016 and 1.8% in 2017, largely due 
to weaker external demand. Annual export 
growth is now expected to rise between 
4.5% and 5.0% over the coming three 
years vs. closer to 5.5%/6.0% previously. In 
terms of inflation, HICP is now forecast to 
average 0.1% y/y, 1.1% and 1.7%, 
respectively. Lower oil prices were the main 
driver as the dynamic on core inflation has 
been kept roughly unchanged. However, 
the ECB president recognised that these 
new forecasts could even be too optimistic 
as the cut-off date for the forecast was 
August 12th.  

 The euro’s resilience amidst a recent wave 
of financial market turmoil is also 
worrying as it has tightened financial 
conditions and could exert further 
downward pressure on consumer prices 
and growth, which is also not fully taken 
into account in these new forecasts.   

 So, if we look to the comments made at the 
previous press conference: “If any factors were to 
lead to an unwarranted tightening of monetary 
policy, or if the outlook for price stability were 
to materially change, the Governing Council 
would respond to such a situation by using all the 
instruments available within its mandate”, there is 
reason to believe that potential new actions could 
be coming soon.  

 The ECB’s decision to adjust the QE program by increasing the issue share limit from 25% to 33% adds 
to this feeling. Looking to the dynamic in previous months, the purchases of covered bonds or ABS under 
QE have been clearly disappointing. While covered bonds accounted for around 20% of monthly 
purchases in March, this share moved down to around 17% in July, while for the ABS, it never increased 
from a low 2%. Additional QE actions could only be credible if there is stronger flexibility to increase the 
size of sovereigns & agencies purchases. Today’s decision is a step in this direction. 

  Frédéric Prêtet 00.33.17037.7705 
frederic.pretet@scotiabank.com  

 

 



Fixed Income Strategy 

Global Views 
  

September 4, 2015 

12 

  

… continued from previous page 

 However, at this juncture, the ECB 
will want to wait for more evidence 
of these potential downside risks. 
We believe that two metrics will be 
important in their assessment and 
worth watching:  

 Hard data; particularly the 
release of upcoming 
business surveys, and 
more importantly in our 
view, September/October 
HICP reports. Given the 
recent pullback in global oil 
prices, euro zone headline 
inflation is at risk of falling to 0.0% or even into negative territory. While the ECB appears to be 
aware of this risk, any surprising downward correction in core inflation (which has been a point of 
comfort for the ECB by rising from a record low of 0.6% y/y to 1.0% y/y in August) due to 
seasonal swings at the end of the summer could have a significant impact on the policy stance of 
the ECB’s board. 

 Inflation expectations; as measured by the 5Y5Y inflation swaps, which the ECB monitors to 
gauge its medium term credibility on “price stability”. In this regard, the tone of the ECB’s 
meeting gave the impression that we could now have a “Draghi’s put” for the Euro inflation 
market. 5Y5Y 
inflation touched a 
low point close 
to1.6% ten days 
ago, before 
recovering closer to 
1.7%. Any 
indication that it 
could move back 
down to this level or 
that the 10Y 
inflation swap could 
break below 1.15% 
would likely trigger 
action by the ECB.  

 

 

Frédéric Prêtet 00.33.17037.7705 
frederic.pretet@scotiabank.com  

 

  



Economics 

Global Views 
  

September 4, 2015 

13 

 

  

Key Data Preview  

CANADA 

We’re looking for housing starts to come in at a solid 190k 
pace for August. Leading indicators such as building permits 
are solid, and point to decent odds of a solid print, as June 
permits increased by 13.7% m/m, albeit on the basis of a 
20.3% m/m surge in permits for multis, which often take 
longer to go from permits to housing starts than single family 
homes. The accommodative overall interest rate environment 
and record home prices in Toronto and Vancouver point to 
ongoing momentum in Canada’s two largest markets. Soft 
recent outcomes in Alberta’s principal markets imply that 
there could be some construction weakness there. 

For our thoughts on the Bank of Canada meeting, please 
see the Week Ahead column. 

UNITED STATES 

We’re looking for consumer confidence on the U of M index to come in at a decent print of 92 for 
September as low oil prices and decent wage numbers printed in the August nonfarm payrolls report combine 
to keep overall consumer sentiment at a decent level. Rising home prices for the past few years have and 
should continue to provide a tailwind for consumer confidence. Upside in September should be capped by the 
fact that equities performed poorly in August.  

Dov Zigler 212.225.6631  
dov.zigler@scotiabank.com                    
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… continued from previous page 

EUROPE 

Next week’s European releases include industrial production data in 
the largest economies in the region: France, U.K., Germany and 
Italy. In France, industrial production in June was down -0.1% m/m 
with an even greater decline in manufacturing production at -0.7% 
m/m. As a result, the carry-over entering Q3 is either flat or slightly 
negative which is not very encouraging for Q3 GDP growth 
performance.  

We expect some bounce back in July though as Q2 industrial 
production was partly distorted by various refinery closures (-13.8% 
m/m in June).  Also, the latest INSEE business surveys point to a 
recovery in past production. So, all in all, we expect July industrial 
production to increase +0.5% m/m.  

LATIN AMERICA 

Colombian second quarter real GDP growth figures will be released 
on September 11th. We expect real GDP to have expanded by 2.8% 
y/y in the April-June period, unchanged from the preceding quarter. The collapse in crude oil prices is 
negatively affecting the country where, in 2014, almost half of export receipts were derived from the sale of 
crude oil. Indeed, Colombian exports earnings in the first half of 2015 amounted to less than US$20 billion 
compared to roughly US$28 billion in the same period last year. Some of the impact of the crude oil collapse 
has been softened by the 24% year-to-date deprecation of the Colombian peso; however, the tumbling peso 
has also put upward pressure on import prices, as seen in the past year’s accelerating CPI prints — 4.5% y/y 
in August, above the central bank’s 2-4% target. 

ASIA 

China will release inflation data for August on September 9th 
(EST). Price pressures in China remain muted by historical 
standards, reflecting decelerating output growth and structural 
issues in the domestic economy, as well as low commodities 
prices. In July, consumer prices rose 1.6% y/y — up from 1.4% the 
month before — reflecting higher food prices, particularly pork. We 
estimate that the headline inflation rate was 1.7% y/y in August 
and that it will close the year near that level. Producer prices 
decreased by 5.4% y/y in July, the largest drop in six years, on the 
back of low oil prices and domestic industrial overcapacity. We 
estimate that deflationary pressures remain profound at 5.2% y/y 
in August. Considering the low inflation environment and slowing 
real GDP growth, we expect Chinese policymakers to provide 
further monetary stimulus in the coming months through lower 
banks’ reserve requirements and benchmark interest rates.  

A2 
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Key Indicators for the week of September 7 – 11 

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

North America 

A3 

Europe 

Country Date Time Indicator Period BNS Consensus Latest
US 09/08 15:00 Consumer Credit (US$ bn m/m) Jul -- 18.5 20.7

US 09/09 07:00 MBA Mortgage Applications (w/w) SEP 4 -- -- 11.3
CA 09/09 08:15 Housing Starts (000s a.r.) Aug 190.0 193.5 193.0
CA 09/09 08:30 Building Permits (m/m) Jul -- -- 14.8
MX 09/09 09:00 Bi-Weekly Core CPI (% change) Aug 31 -- 0.1 0.1
MX 09/09 09:00 Bi-Weekly CPI (% change) Aug 31 -- 0.1 0.1
MX 09/09 09:00 Consumer Prices (m/m) Aug -- 0.2 0.2
MX 09/09 09:00 Consumer Prices (y/y) Aug -- 2.6 2.7
MX 09/09 09:00 Consumer Prices Core (m/m) Aug -- 0.2 0.2
CA 09/09 10:00 BoC Interest Rate Announcement (%) Sep 9 0.50 0.50 0.50
US 09/09 10:00 JOLTS Job Openings (000s) Jul -- 5301 5249

CA 09/10 08:30 Capacity Utilization (%) 2Q -- -- 82.7
CA 09/10 08:30 New Housing Price Index (m/m) Jul -- -- 0.3
US 09/10 08:30 Export Prices (m/m) Aug -- -- -0.2
US 09/10 08:30 Import Prices (m/m) Aug -- -1.6 -0.9
US 09/10 08:30 Initial Jobless Claims (000s) SEP 5 280 275 282
US 09/10 08:30 Continuing Claims (000s) AUG 29 2250 2250 2257
US 09/10 10:00 Wholesale Inventories (m/m) Jul -- 0.3 0.9

US 09/11 08:30 PPI (m/m) Aug 0.0 -0.1 0.2
US 09/11 08:30 PPI ex. Food & Energy (m/m) Aug 0.2 0.1 0.3
MX 09/11 09:00 Industrial Production (m/m) Jul -- -- 0.2
MX 09/11 09:00 Industrial Production (y/y) Jul -- 0.7 1.4
US 09/11 10:00 U. of Michigan Consumer Sentiment Sep P 92.0 91.5 91.9
US 09/11 14:00 Treasury Budget (US$ bn) Aug -- -89.6 -149.2

Country Date Time Indicator Period BNS Consensus Latest
UK SEP 5-10 Halifax House Price (3 month, y/y) Aug -- 7.9 7.9

GE 09/07 02:00 Industrial Production (m/m) Jul 0.5 1.1 -1.4

GE 09/08 02:00 Current Account (€ bn) Jul -- 21.5 24.4
GE 09/08 02:00 Trade Balance (€ bn) Jul -- 23.5 24.0
FR 09/08 02:45 Central Government Balance (€ bn) Jul -- -- -58.5
FR 09/08 02:45 Trade Balance (€ mn) Jul -- -3300 -2658
EC 09/08 05:00 GDP (q/q) 2Q P 0.3 0.3 0.3
RU SEP 8-9 Real GDP (y/y) 2Q P -- -4.5 -4.6

UK 09/09 04:30 Industrial Production (m/m) Jul -- 0.1 -0.4
UK 09/09 04:30 Manufacturing Production (m/m) Jul 0.0 0.2 0.2
UK 09/09 04:30 Visible Trade Balance (£ mn) Jul -- -9500 -9184

FR 09/10 01:30 Non-Farm Payrolls (q/q) 2Q F -- 0.0 0.2
FR 09/10 02:45 Industrial Production (m/m) Jul 0.5 0.2 -0.1
FR 09/10 02:45 Industrial Production (y/y) Jul 0.9 0.6 0.6
FR 09/10 02:45 Manufacturing Production (m/m) Jul 0.8 0.5 -0.7
SP 09/10 03:00 Industrial Output NSA (y/y) Jul -- -- 7.5
TU 09/10 03:00 Real GDP (y/y) 2Q -- 3.0 2.30
UK 09/10 07:00 BoE Asset Purchase Target (£ bn) Sep 375 375 375
UK 09/10 07:00 BoE Policy Announcement (%) Sep 10 0.50 0.50 0.50

GE 09/11 02:00 CPI (m/m) Aug F 0.0 0.0 0.0
GE 09/11 02:00 CPI (y/y) Aug F 0.2 0.2 0.2
GE 09/11 02:00 CPI - EU Harmonized (m/m) Aug F 0.0 0.0 0.0
GE 09/11 02:00 CPI - EU Harmonized (y/y) Aug F 0.1 0.1 0.1
FR 09/11 02:45 Current Account (€ bn) Jul -- -- 1.0
SP 09/11 03:00 CPI (m/m) Aug F -- -0.3 -0.3
SP 09/11 03:00 CPI (y/y) Aug F -- -0.4 -0.4
SP 09/11 03:00 CPI - EU Harmonized (m/m) Aug F -0.4 -0.4 -0.4
SP 09/11 03:00 CPI - EU Harmonized (y/y) Aug F -0.5 -0.5 -0.5
SW 09/11 03:30 GDP (y/y) 2Q F -- 3.0 3.0
IT 09/11 04:00 Industrial Production (m/m) Jul -- 0.8 -1.1
RU 09/11 06:30 One-Week Auction Rate (%) Sep 11 11.00 11.00 11.00
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Key Indicators for the week of September 7 – 11 

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

A4 

Asia Pacific 

Country Date Time Indicator Period BNS Consensus Latest
JN 09/06 19:50 Official Reserve Assets (US$ bn) Aug -- -- 1242.3
CH SEP 6-7 Foreign Reserves (US$ bn) Aug -- 3580 3651

JN 09/07 01:00 Coincident Index CI Jul P -- 112.2 112.3
JN 09/07 01:00 Leading Index CI Jul P -- 104.9 106.5
AU 09/07 02:30 Foreign Reserves (AUD bn) Aug -- -- 68.9
TA 09/07 04:00 Exports (y/y) Aug -- -12.8 -11.9
TA 09/07 04:00 Imports (y/y) Aug -- -13.8 -17.4
TA 09/07 04:00 Trade Balance (US$ bn) Aug -- 4.0 3.6
NZ 09/07 18:45 Manufacturing Activity 2Q -- -- -2.8
JN 09/07 19:50 Bank Lending (y/y) Aug -- -- 2.6
JN 09/07 19:50 Current Account (¥ bn) Jul -- 1750.0 558.6
JN 09/07 19:50 GDP (q/q) 2Q F -0.4 -0.4 -0.4
JN 09/07 19:50 GDP Deflator (y/y) 2Q F 1.6 1.6 1.6
JN 09/07 19:50 Trade Balance - BOP Basis (¥ bn) Jul -- -78.7 102.6
TA 09/07 20:30 CPI (y/y) Aug -0.7 -0.8 -0.7
CH SEP 7-8 Exports (y/y) Aug -- -6.7 -8.3
CH SEP 7-8 Imports (y/y) Aug -- -8.0 -8.1
CH SEP 7-8 Trade Balance (USD bn) Aug -- 48.0 43.0

JN 09/08 01:00 Eco Watchers Survey (current) Aug -- 52.0 51.6
JN 09/08 01:00 Eco Watchers Survey (outlook) Aug -- 52.3 51.9
SK 09/08 19:00 Unemployment Rate (%) Aug 3.8 3.8 3.7
JN 09/08 19:50 Japan Money Stock M2 (y/y) Aug -- 4.1 4.1
JN 09/08 19:50 Japan Money Stock M3 (y/y) Aug -- 3.3 3.3
PH 09/08 21:00 Unemployment Rate (%) Jul 6.4 -- 6.4
AU 09/08 21:30 Home Loans (%) Jul -- 0.8 4.4
AU 09/08 21:30 Investment Lending (% change) Jul -- -- -0.7

JN 09/09 01:00 Consumer Confidence Aug -- 40.5 40.3
JN 09/09 02:00 Machine Tool Orders (y/y) Aug P -- -- 1.7
NZ 09/09 17:00 RBNZ Official Cash Rate (%) Sep 10 2.75 2.75 3.00
JN 09/09 19:50 Machine Orders (m/m) Jul -- 3.3 -7.9
PH 09/09 21:00 Exports (y/y) Jul -- -4.0 -1.8
AU 09/09 21:30 Employment (000s) Aug -- 5.0 38.5
AU 09/09 21:30 Unemployment Rate (%) Aug 6.2 6.2 6.3
CH 09/09 21:30 CPI (y/y) Aug 1.7 1.9 1.6
CH 09/09 21:30 PPI (y/y) Aug -5.2 -5.6 -5.4
CH SEP 9-15 Aggregate Financing (CNY bn) Aug -- 1020.0 718.8
CH SEP 9-15 New Yuan Loans (bn) Aug -- 850.0 1480.0
IN SEP 9-15 Exports (y/y) Aug -- -- -10.3
IN SEP 9-15 Imports (y/y) Aug -- -- -10.3

MA 09/10 00:00 Industrial Production (y/y) Jul -- 5.0 4.3
NZ 09/10 18:30 Business NZ PMI Aug -- -- 53.5
SK SEP 10-11 BoK Base Rate (%) Sep 11 1.50 1.50 1.50

MA 09/11 06:00 Overnight Rate (%) Sep 11 3.25 3.25 3.25
IN 09/11 08:00 Industrial Production (y/y) Jul -- -- 3.8

Latin America 

Country Date Time Indicator Period BNS Consensus Latest
CO 09/05 13:00 Consumer Price Index (m/m) Aug -- 0.2 0.2
CO 09/05 13:00 Consumer Price Index (y/y) Aug -- 4.5 4.5

CL 09/07 07:30 Economic Activity Index SA (m/m) Jul -- -0.3 0.8
CL 09/07 07:30 Economic Activity Index NSA (y/y) Jul -- 2.3 2.6

CL 09/08 07:00 CPI (m/m) Aug -- 0.4 0.4
CL 09/08 07:00 CPI (y/y) Aug -- 4.7 4.6

PE SEP 9-10 Trade Balance (USD mn) Jul -- -- 23.0

BZ 09/10 08:00 IBGE Inflation IPCA (m/m) Aug -- 0.3 0.6
BZ 09/10 08:00 IBGE Inflation IPCA (y/y) Aug -- 9.6 9.6
PE 09/10 19:00 Reference Rate (%) Sep 10 3.25 -- 3.25

CO 09/11 11:00 GDP (y/y) 2Q 2.8 2.8 2.8
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Global Auctions for the week of September 7 – 11 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A5 

Country Date Time Event
US 09/08 11:30 U.S. to Sell USD22 Bln 3-Month Bills
US 09/08 11:30 U.S. to Sell USD22 Bln 6-Month Bills
US 09/08 13:00 U.S. to Sell USD24 Bln 3-Year Notes

US 09/09 11:30 U.S. to Sell 4-Week Bills
US 09/09 13:00 U.S. to Sell USD21 Bln 10-Year Notes

US 09/10 13:00 U.S. to Sell USD13 Bln 30-Year Bonds

Country Date Time Event
MB 09/07 05:00 Malta to Sell Bills
NE 09/07 05:00 Netherlands to Sell Up to EUR2 Bln 142-Day Bills
NE 09/07 05:00 Netherlands to Sell Up to EUR2 Bln 82-Day Bills
FR 09/07 08:50 France to Sell Up to EUR4 Bln 84-Day Bills
FR 09/07 08:50 France to Sell Up to EUR1.6 Bln 161-Day Bills
FR 09/07 08:50 France to Sell Up to EUR1.3 Bln 344-Day Bills

NE 09/08 04:00 Netherlands to Sell Bonds
CC 09/08 05:00 Cyprus to Sell 30-Day Bills
NE 09/08 05:00 Netherlands to Sell Up to EUR1.5 Bln 2.75% 2047 Bonds
EC 09/08 05:10 ECB Main Refinancing Operation Result
SZ 09/08 05:15 Switzerland to Sell 91-Day Bills
UK 09/08 05:30 U.K. to Sell GBP2 Bln 3.5% 2045 Bonds
GE 09/08 05:30 Germany to Sell EUR1 Bln 0.5% I/L 2030 Bonds
EC 09/08 06:00 ESM to Sell Up to EUR2.5 Bln 84-Day Bills

SW 09/09 05:00 Sweden to Sell SEK5 Bln 96-Day Bills
GR 09/09 05:00 Greece to Sell EUR1 Bln 91-Day Bills
SW 09/09 05:03 Sweden to Sell SEK12.5 Bln 187-Day Bills
NO 09/09 05:05 Norway to Sell Bonds
SZ 09/09 05:15 Switzerland to Sell Bonds
GE 09/09 05:30 Germany to Sell EUR4 Bln 1.0% 2025 Bonds

IT 09/10 05:00 Italy to Sell Bonds
SW 09/10 05:00 Sweden to Sell SEK500 Mln 0.125% I/L 2019 Bonds
IR 09/10 05:00 Ireland to Sell Bonds

SW 09/10 05:00 Sweden to Sell SEK500 Mln 1% I/L 2025 Bonds

IT 09/11 05:00 Italy to Sell Bills
IC 09/11 06:00 Iceland to Sell Bills
UK 09/11 06:00 U.K. to Sell GBP2 Bln 28-Day Bills
UK 09/11 06:00 U.K. to Sell GBP1 Bln 91-Day Bills
UK 09/11 06:00 U.K. to Sell GBP2 Bln 182-Day Bills
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Global Auctions for the week of September 7 – 11 

Source: Bloomberg, Scotiabank Economics. 
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Asia Pacific 

Latin America 

Country Date Time Event
AU 09/06 21:00 Australia Plans to Sell AUD900 Mln 4.75% 2027 Bonds
CH 09/06 22:35 China To Sell CNY30 Bln 5-Yr Bonds

AU 09/07 21:00 Australia Plans to Sell AUD150 Mln 1% 2018 I/L Bonds
CH 09/07 22:00 Inner Mong to Sell CNY12.7 Bln 5-Yr General Bonds
CH 09/07 22:00 Inner Mong to Sell CNY2.23 Bln 7-Yr Special Bonds
CH 09/07 22:00 Inner Mong to Sell CNY3.35 Bln 10-Yr Special Bonds
CH 09/07 23:00 Inner Mong to Sell CNY4.47 Bln 5-Yr Special Bonds
CH 09/07 23:00 China Development Bank To Sell CNY7 Bln 10-Year Bonds
JN 09/07 23:35 Japan to Sell 6-Month Bills
JN 09/07 23:45 Japan to Sell 30-Year Bonds

CH 09/08 02:00 Ningxia to Sell CNY572.79 Mln 3-Yr General Bonds
CH 09/08 02:00 Ningxia to Sell CNY1 Bln 5-Yr General Bonds
CH 09/08 02:00 Ningxia to Sell CNY1 Bln 7-Yr General Bonds
CH 09/08 02:00 Ningxia to Sell CNY1 Bln 10-Yr General Bonds
CH 09/08 23:00 China to Sell CNY 30 Bln 10-Year Bonds
CH 09/08 23:00 Inner Mong to Sell CNY1.165 Bln 3-Yr Special Bonds

AU 09/09 20:30 Australia Plans to Sell AUD500 Mln 92-Day Bills
CH 09/09 21:20 Jiangsu to Sell CNY9.46 Bln 3-Yr General Bonds
CH 09/09 21:20 Jiangsu to Sell CNY14.19 Bln 5-Yr General Bonds
CH 09/09 21:20 Jiangsu to Sell CNY14.19 Bln 7-Yr General Bonds
CH 09/09 21:20 Jiangsu to Sell CNY9.46 Bln 10-Yr General Bonds
CH 09/09 23:00 China to Sell 3-Year Saving Bonds
CH 09/09 23:00 China to Sell 5-Year Saving Bonds
CH 09/09 23:00 Jiangsu to Sell CNY6.517 Bln 3-Yr Special Bonds
CH 09/09 23:00 Jiangsu to Sell CNY9.74 Bln 5-Yr Special Bonds
CH 09/09 23:00 Jiangsu to Sell CNY9.74 Bln 7-Yr Special Bonds
CH 09/09 23:00 Jiangsu to Sell CNY6.5 Bln 10-Yr Special Bonds
JN 09/09 23:35 Japan to Sell 3-Month Bills
JN 09/09 23:45 Japan to Sell 5-Year Bonds

AU 09/10 21:00 Australia Plans to Sell AUD800 Mln 3.25% 2018 Bonds
NZ 09/10 22:05 New Zealand Plans to Sell NZD200 Mln 4.5% 2027 Bonds

Country Date Time Event
BZ 09/08 11:00 Brazil to Sell I/L Bonds - 05/15/2055
BZ 09/08 11:00 Brazil to Sell I/L Bonds - 05/15/2035
BZ 09/08 11:00 Brazil to Sell I/L Bonds - 05/15/2023
BZ 09/08 11:00 Brazil to Sell I/L Bonds - 05/15/2019

BZ 09/10 10:05 Brazil to Sell LFT - 09/01/2021
BZ 09/10 11:00 Brazil to Sell Bills LTN - 04/01/2016
BZ 09/10 11:00 Brazil to Sell Bills LTN - 10/01/2017
BZ 09/10 11:00 Brazil to Sell Bills LTN - 07/01/2019
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Events for the week of September 7 – 11 

Europe 

Source: Bloomberg, Scotiabank Economics. 
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North America 

Asia Pacific 

Latin America 

Country Date Time Event
US 09/08 17:15 Fed's Kocherlakota Speaks on Monetary Policy in Evanston, IL

CA 09/09 Bank of Canada to Unveil Bank Note
CA 09/09 10:00 Bank of Canada Rate Decision

CA 09/11 08:20 Quebec and Ontario Cabinet Ministers to Meet in Quebec City

Country Date Time Event
EC 09/07 12:30 EU's Tusk Speaks at Bruegel Conference in Brussels

GE 09/08 04:00 Schaeuble Presents 2016 Federal Draft Budget in Parliament

EC 09/09 03:00 EU's Juncker Gives State of the Union Address in EU Parliament
GE 09/09 03:00 Merkel Delivers Remarks in Parliament Keyed to 2016 Budget

UK 09/10 07:00 BOE Asset Purchase Target
UK 09/10 07:00 Bank of England Bank Rate

RU 09/11 06:30 Key Rate
IR 09/11 Ireland Sovereign Debt May Be Published by Moody's
EC SEP 11-12 EU Finance Ministers, Central Bankers Meet in Luxembourg

Country Date Time Event
AU 09/07 19:05 RBA's Ellis Gives Speech in Sydney

AU 09/08 22:00 RBA's Lowe Gives Speech in Melbourne

AU 09/09 05:00 RBA's Debelle Briefing in London
NZ 09/09 17:00 RBNZ Official Cash Rate
NZ 09/09 17:05 RBNZ Governor Wheeler News Conference on OCR

SK SEP 10-11 BoK 7-Day Repo Rate
SI SEP 10-11 Singapore Holds Parliamentary Elections

MA 09/11 06:00 BNM Overnight Policy Rate

Country Date Time Event
BZ 09/10 07:30 COPOM Monetary Policy Meeting Minutes
PE 09/10 19:00 Reference Rate
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NORTH AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts

Bank of Canada – Overnight Target Rate 0.50 September 9, 2015 0.50 0.50

Federal Reserve – Federal Funds Target Rate 0.25 September 17, 2015 0.25 0.50

Banco de México – Overnight Rate 3.00 September 21, 2015 3.50 --

EUROPE
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts

European Central Bank – Refinancing Rate 0.05 October 22, 2015 0.05 --

Bank of England – Bank Rate 0.50 September 10, 2015 0.50 0.50

Swiss National Bank – Libor Target Rate -0.75 September 17, 2015 -0.75 --

Central Bank of Russia – One-Week Auction Rate 11.00 September 11, 2015 11.00 11.00

Central Bank of the Republic of Turkey – 1 Wk Repo Rate 7.50 September 22, 2015 7.50 --

Sweden Riksbank – Repo Rate -0.35 October 28, 2015 -0.35 --

Norges Bank – Deposit Rate 1.00 September 24, 2015 1.00 --

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts

Reserve Bank of Australia – Cash Target Rate 2.00 October 5, 2015 2.00 2.00

Reserve Bank of New Zealand – Cash Rate 3.00 September 9, 2015 2.75 2.75

People's Bank of China – Lending Rate 4.60 TBA -- --

Reserve Bank of India – Repo Rate 7.25 September 29, 2015 7.00 --

Bank of Korea – Bank Rate 1.50 September 11, 2015 1.50 1.50

Bank of Thailand – Repo Rate 1.50 September 16, 2015 1.50 --

Bank Indonesia – Reference Interest Rate 7.50 September 17, 2015 7.50 --

LATIN AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts

Banco Central do Brasil – Selic Rate 14.25 October 21, 2015 14.50 --

Banco Central de Chile – Overnight Rate 3.00 September 15, 2015 3.00 3.00

Banco de la República de Colombia – Lending Rate 4.50 September 25, 2015 4.50 --

Banco Central de Reserva del Perú – Reference Rate 3.25 September 10, 2015 3.25 3.50

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts

South African Reserve Bank – Repo Rate 6.00 September 23, 2015 6.00 --

BoC: We anticipate that the BoC will hold its overnight rate at 0.5% at its Sept. 9 meeting. Our rationale is that recent constructive macroeconomic data 
should give the BoC confidence that the degree of stimulus that it has provided should be adequate and that it can therefore hold off on easing further. For 
our full views see the Week Ahead column. Fed: With the Fed in black-out mode and no major data releases, it should be a quiet week for Fed watchers. 

Monetary policymakers at the Bank of England (BoE) and the Central Bank of Russia (CBR) will meet next week and announce a policy decision on 
September 10th and 11th, respectively. We do not expect any changes to benchmark interest rates, with the BoE’s key bank rate remaining at 0.5% and 
the CBR’s key one-week repo rate at 11%. Inflationary pressures in the UK are forecast to remain near-zero until later this year. Therefore, the BoE is not 
expected to begin hiking interest rates until February at the earliest. Meanwhile, the CBR will likely pause its rate-cutting cycle due to the ruble’s weakness 
amid recent global financial market turmoil, prospects of US Fed monetary tightening and ongoing domestic economic challenges. 

Monetary authorities of the Bank of Korea (BoK) will convene next week for a scheduled monetary policy meeting. The BoK has kept the benchmark 
interest rate at 1.50% since June and we do not expect any changes in September either as previous cuts are still working their way through the system. 
Inflation remains low with the consumer price index rising by 0.7% y/y in August — well below the BoK's target corridor of 2½-3½%. Meanwhile, we 
anticipate the Reserve Bank of New Zealand will cut the benchmark interest rate by another 25 basis points following the September 9th (EST) monetary 
policy meeting, bringing the key rate to 2.75%. Muted inflationary pressures and monetary authorities’ preference for a weaker New Zealand dollar will be 
the key drivers of the decision.

We expect the Banco Central de Reserva del Perú to keep its benchmark reference rate steady at 3.25% when monetary authorities meet on September 
10th. Inflation continues to accelerate and remains above the central bank’s 1-3% target range, with a print of 4% y/y in August. However, Peruvian 
monetary authorities believe that the inflationary pressure primarily stems from temporary currency depreciation ahead of US monetary normalization and 
that the Peruvian economic growth remains below potential.

 

Global Central Bank Watch 

North America 

Europe 

Asia Pacific 

Latin America 

Africa 

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

Europe 

Canada 2014 15Q1 15Q2 Latest United States 2014 15Q1 15Q2 Latest
  Real GDP (annual rates) 2.4 -0.8 -0.5   Real GDP (annual rates) 2.4 0.6 3.7
  Current Acc. Bal. (C$B, ar) -41.5 -72.6 -69.6   Current Acc. Bal. (US$B, ar) -390 -453
  Merch. Trade Bal. (C$B, ar) 5.0 -28.6 -26.8 -7.1 (Jul)   Merch. Trade Bal. (US$B, ar) -741 -769 -753 -737 (Jul)
  Industrial Production 2.5 -1.8 -1.5 0.1 (Jul)   Industrial Production 3.7 3.4 1.7 1.7 (Jul)
  Housing Starts (000s) 189 175 193 193 (Jul)   Housing Starts (millions) 1.00 0.98 1.16 1.21 (Jul)
  Employment 0.6 0.6 0.9 1.1 (Aug)   Employment 1.9 2.3 2.2 2.1 (Aug)
  Unemployment Rate (%) 6.9 6.7 6.8 7.0 (Aug)   Unemployment Rate (%) 6.2 5.6 5.4 5.1 (Aug)
  Retail Sales 4.6 2.4 2.0 1.4 (Jun)   Retail Sales 3.6 1.8 1.0 1.6 (Jul)
  Auto Sales (000s) 1850 1801 1869 1837 (Jun)   Auto Sales (millions) 16.4 16.7 17.1 17.7 (Aug)
  CPI 1.9 1.1 0.9 1.3 (Jul)   CPI 1.6 -0.1 0.0 0.2 (Jul)
  IPPI 2.5 -1.8 -1.5 -0.1 (Jul)   PPI 1.9 -3.2 -3.3 -2.6 (Jul)
  Pre-tax Corp. Profits 8.8 -9.6 -11.4   Pre-tax Corp. Profits 2.1 6.7 6.4

Mexico
  Real GDP 2.1 2.6 2.2
  Current Acc. Bal. (US$B, ar) -25.0 -34.3 -31.9
  Merch. Trade Bal. (US$B, ar) -2.8 -8.8 -7.4 -27.2 (Jul)
  Industrial Production 1.9 1.5 0.5 1.4 (Jun)
  CPI 4.0 3.1 2.9 2.7 (Jul)

Euro Zone 2014 15Q1 15Q2 Latest Germany 2014 15Q1 15Q2 Latest
  Real GDP 0.9 1.0   Real GDP 1.6 1.1 1.6
  Current Acc. Bal. (US$B, ar) 275 245 252 418 (Jun)   Current Acc. Bal. (US$B, ar) 215.5 277.8 278.2 327.8 (Jun)
  Merch. Trade Bal. (US$B, ar) 329.8 302.6 375.7 426.6 (Jun)   Merch. Trade Bal. (US$B, ar) 287.5 261.8 289.5 324.7 (Jun)
  Industrial Production 0.8 1.6 1.2 1.2 (Jun)   Industrial Production 1.5 0.2 1.3 0.6 (Jun)
  Unemployment Rate (%) 11.6 11.2 11.1 10.9 (Jul)   Unemployment Rate (%) 6.7 6.5 6.4 6.4 (Aug)
  CPI 0.4 -0.3 0.2 0.2 (Jul)   CPI 0.9 0.0 0.5 0.2 (Aug)

France United Kingdom
  Real GDP 0.2 0.9 1.0   Real GDP 3.0 2.9 2.6
  Current Acc. Bal. (US$B, ar) -26.2 -4.3 -5.7 61.4 (Jun)   Current Acc. Bal. (US$B, ar) -105.7 -106.2
  Merch. Trade Bal. (US$B, ar) -42.9 -42.2 -35.7 -28.4 (Jun)   Merch. Trade Bal. (US$B, ar) -199.7 -184.3 -168.0 -171.4 (Jun)
  Industrial Production -1.2 1.3 1.0 0.6 (Jun)   Industrial Production 1.7 1.0 1.5 1.5 (Jun)
  Unemployment Rate (%) 10.3 10.3 10.3 10.4 (Jul)   Unemployment Rate (%) 6.2 5.5 5.6 (May)
  CPI 0.5 -0.2 0.2 0.2 (Jul)   CPI 1.5 0.1 0.0 0.1 (Jul)

Italy Russia
  Real GDP -0.4 0.2 0.7   Real GDP 0.6 -2.2 -4.6
  Current Acc. Bal. (US$B, ar) 30.9 3.6 45.6 42.3 (Jun)   Current Acc. Bal. (US$B, ar) 58.4 28.9 19.2
  Merch. Trade Bal. (US$B, ar) 56.7 34.5 47.1 37.8 (Jun)   Merch. Trade Bal. (US$B, ar) 15.8 14.8 14.7 13.8 (Jun)
  Industrial Production -0.5 -0.4 0.6 -0.3 (Jun)   Industrial Production -1.6 -0.4 -4.9 -4.7 (Jul)
  CPI 0.2 -0.4 0.0 0.1 (Jul)   CPI 7.8 16.2 15.8 15.8 (Aug)

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

Economic Statistics 

Source: Bloomberg, IHS Global, Scotiabank Economics. 
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Australia 2014 15Q1 15Q2 Latest Japan 2014 15Q1 15Q2 Latest
  Real GDP 2.7 2.5 2.0   Real GDP -0.1 -0.8 0.7
  Current Acc. Bal. (US$B, ar) -44.2 -42.0 -46.8   Current Acc. Bal. (US$B, ar) 25.0 148.3 124.1 54.2 (Jun)
  Merch. Trade Bal. (US$B, ar) 12.2 2.3 -14.3 -17.8 (Jul)   Merch. Trade Bal. (US$B, ar) -122.0 -31.7 -23.3 -35.9 (Jul)
  Industrial Production 4.6 3.1 1.2   Industrial Production 2.1 -2.2 -0.5 0.2 (Jul)
  Unemployment Rate (%) 6.1 6.2 6.1 6.3 (Jul)   Unemployment Rate (%) 3.6 3.5 3.3 3.3 (Jul)
  CPI 2.5 1.3 1.5   CPI 2.7 2.3 0.5 0.3 (Jul)

South Korea China
  Real GDP 3.3 2.5 2.2   Real GDP 7.4 7.0 7.0
  Current Acc. Bal. (US$B, ar) 89.2 93.8 115.5 121.4 (Jul)  Current Acc. Bal. (US$B, ar) 219.7
  Merch. Trade Bal. (US$B, ar) 47.2 86.4 98.6 52.2 (Aug)   Merch. Trade Bal. (US$B, ar) 382.5 494.9 560.6 516.3 (Jul)
  Industrial Production 0.5 -1.6 -1.8 -3.4 (Jul)   Industrial Production 7.9 5.6 6.8 6.0 (Jul)
  CPI 1.3 0.6 0.5 0.7 (Aug)   CPI 1.5 1.4 1.4 1.6 (Jul)

Thailand India
  Real GDP 0.9 3.0 2.8   Real GDP 7.0 6.1 7.1
  Current Acc. Bal. (US$B, ar) 13.4 8.2 4.1   Current Acc. Bal. (US$B, ar) -27.5 -1.3
  Merch. Trade Bal. (US$B, ar) 2.0 2.5 2.6 2.7 (Jul)   Merch. Trade Bal. (US$B, ar) -11.7 -9.0 -10.7 -12.8 (Jul)
  Industrial Production -4.6 0.0 -7.7 -5.4 (Jul)   Industrial Production 1.8 3.3 3.3 3.8 (Jun)
  CPI 1.9 -0.5 -1.1 -1.2 (Aug)   WPI 3.8 -1.8 -2.3 -4.1 (Jul)

Indonesia
  Real GDP 5.0 4.7 4.7
  Current Acc. Bal. (US$B, ar) -27.5 -4.1 -4.5
  Merch. Trade Bal. (US$B, ar) -0.2 0.8 0.7 1.3 (Jul)
  Industrial Production 4.8 5.1 5.4 5.8 (Jun)
  CPI 6.4 6.5 7.1 7.2 (Aug)

Brazil 2014 15Q1 15Q2 Latest Chile 2014 15Q1 15Q2 Latest
  Real GDP 0.1 -1.6 -2.6   Real GDP 1.9 2.5 1.9
  Current Acc. Bal. (US$B, ar) -104.3 -101.6 -51.3   Current Acc. Bal. (US$B, ar) -5.6 4.9 3.0
  Merch. Trade Bal. (US$B, ar) -3.9 -22.2 31.1 32.3 (Aug)   Merch. Trade Bal. (US$B, ar) 6.7 10.3 11.6 0.1 (Jul)
  Industrial Production -2.9 -6.0 -6.4 -8.3 (Jul)   Industrial Production 0.4 0.6 0.1 -1.7 (Jul)
  CPI 6.3 7.7 8.5 9.6 (Jul)   CPI 4.4 4.4 4.2 4.6 (Jul)

Peru Colombia
  Real GDP 2.4 1.8 3.0   Real GDP 4.6 2.8
  Current Acc. Bal. (US$B, ar) -8.0 -2.5 -1.6   Current Acc. Bal. (US$B, ar) -19.5 -5.1
  Merch. Trade Bal. (US$B, ar) -0.1 -0.3 -0.3 0.0 (Jun)   Merch. Trade Bal. (US$B, ar) -0.5 -1.4 -0.9 -0.8 (Jun)
  Unemployment Rate (%) 6.0 6.8 6.9 6.4 (Jul)   Industrial Production 1.5 -2.0 -2.0 1.5 (Jun)
  CPI 3.2 3.0 3.3 4.0 (Aug)   CPI 2.9 4.2 4.5 4.5 (Jul)

    Asia Pacific 

Latin America 

Economic Statistics 

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

Source: Bloomberg, IHS Global, Scotiabank Economics. 
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Interest Rates (%, end of period)

Canada 15Q1 15Q2 Aug/28 Sep/04* United States 15Q1 15Q2 Aug/28 Sep/04*
BoC Overnight Rate 0.75 0.75 0.50 0.50   Fed Funds Target Rate 0.25 0.25 0.25 0.25
  3-mo. T-bill 0.55 0.58 0.37 0.37   3-mo. T-bill 0.02 0.01 0.05 0.03
  10-yr Gov’t Bond 1.36 1.68 1.44 1.45   10-yr Gov’t Bond 1.92 2.35 2.18 2.14
  30-yr Gov’t Bond 1.98 2.30 2.19 2.21   30-yr Gov’t Bond 2.54 3.12 2.91 2.89
  Prime 2.85 2.85 2.70 2.70   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 77.6 76.3 76.3 (Jun)   FX Reserves (US$B) 108.2 109.3 108.3 (Jul)

Germany France
  3-mo. Interbank -0.02 -0.04 -0.04 0.00   3-mo. T-bill -0.16 -0.18 -0.20 -0.20
  10-yr Gov’t Bond 0.18 0.76 0.74 0.66   10-yr Gov’t Bond 0.48 1.20 1.09 1.01
  FX Reserves (US$B) 61.2 60.9 59.4 (Jul)   FX Reserves (US$B) 50.5 49.9 45.8 (Jul)

Euro Zone United Kingdom
  Refinancing Rate 0.05 0.05 0.05 0.05   Repo Rate 0.50 0.50 0.50 0.50
  Overnight Rate 0.05 -0.06 -0.13 -0.13   3-mo. T-bill 0.45 0.48 0.48 0.48
  FX Reserves (US$B) 330.9 330.3 320.2 (Jul)   10-yr Gov’t Bond 1.58 2.02 1.96 1.83

  FX Reserves (US$B) 105.8 110.7 113.3 (Jul)

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 2.25 2.00 2.00 2.00
  3-mo. Libor 0.04 0.04 0.03 0.03   10-yr Gov’t Bond 2.32 3.01 2.73 2.63
  10-yr Gov’t Bond 0.41 0.47 0.38 0.36   FX Reserves (US$B) 53.8 48.7 47.4 (Jul)
  FX Reserves (US$B) 1216.1 1214.1 1215.3 (Jul)

Exchange Rates (end of period)

USDCAD 1.27 1.25 1.32 1.33   ¥/US$ 120.13 122.50 121.71 119.01
CADUSD 0.79 0.80 0.76 0.75   US¢/Australian$ 0.76 0.77 0.72 0.69
GBPUSD 1.482 1.571 1.539 1.518   Chinese Yuan/US$ 6.20 6.20 6.39 6.36
EURUSD 1.073 1.115 1.119 1.112   South Korean Won/US$ 1110 1115 1174 1193
JPYEUR 0.78 0.73 0.73 0.76   Mexican Peso/US$ 15.264 15.739 16.750 16.872
USDCHF 0.97 0.94 0.96 0.98   Brazilian Real/US$ 3.197 3.103 3.582 3.808

Equity Markets (index, end of period) 

  United States (DJIA) 17776 17620 16643 16108   U.K. (FT100) 6773 6521 6248 6052
  United States (S&P500) 2068 2063 1989 1925   Germany (Dax) 11966 10945 10299 10044
  Canada (S&P/TSX) 14902 14553 13865 13479   France (CAC40) 5034 4790 4675 4525
  Mexico (IPC) 43725 45054 43291 42818   Japan (Nikkei) 19207 20236 19136 17792
  Brazil (Bovespa) 51150 53081 47154 46695   Hong Kong (Hang Seng) 24901 26250 21612 20841
  Italy (BCI) 1273 1238 1220 1219   South Korea (Composite) 2041 2074 1938 1886

Commodity Prices (end of period)

  Pulp (US$/tonne) 980 980 980 980   Copper (US$/lb) 2.74 2.60 2.31 2.34
  Newsprint (US$/tonne) 570 540 525 525   Zinc (US$/lb) 0.94 0.90 0.81 0.80
  Lumber (US$/mfbm) 282 300 249 240   Gold (US$/oz) 1187.00 1171.00 1135.00 1118.25
  WTI Oil (US$/bbl) 47.60 59.47 45.22 46.19   Silver (US$/oz) 16.60 15.70 14.44 14.69
  Natural Gas (US$/mmbtu) 2.64 2.83 2.72 2.68   CRB (index) 211.86 227.17 197.10 197.54

Financial Statistics 
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* Latest observation taken at time of writing. 
Source: Bloomberg, Scotiabank Economics. 
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Scotiabank Europe plc, Scotia Capital (Europe) Limited and Scotia Capital Inc. are each authorised and regulated by the Financial 
Services Authority (FSA) in the U.K. Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, 
S.A. de C.V., are each authorized and regulated by the Mexican financial authorities. 
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Disclaimer © 2011, The Bank of Nova Scotia This material, its content, or any copy of it, may not be altered in any way, 
transmitted to, copied or distributed to any other party without the prior express written consent of Scotiabank™. This material has 
not been prepared by a member of the research department of Scotiabank, it is solely for the use of sophisticated institutional 
investors, and this material does not constitute investment advice or any personal recommendation to invest in a financial 
instrument or “investment research” as defined by the Financial Services Authority. This material is provided for information and 
discussion purposes only. An investment decision should not be made solely on the basis of the contents of this publication. It is 
not to be construed as a solicitation or an offer to buy or sell any financial instruments and has no regard to the specific investment 
objectives, financial situation or particular needs of any recipient. It is not intended to provide legal, tax, accounting or other advice 
and recipients should obtain specific professional advice from their own legal, tax, accounting or other appropriate professional 
advisers before embarking on any course of action. The information in this material is based on publicly available information and 
although it has been compiled or obtained from sources believed to be reliable, such information has not been independently 
verified and no guarantee, representation or warranty, express or implied, is made as to its accuracy, completeness or 
correctness. Information included in this material related to comparison performance (whether past or future) or simulated 
performance (whether past or future) is not a reliable indicator of future returns. This presentation is not directed to or intended for 
use by any person resident or located in any country where the distribution of such information is contrary to the laws of such 
country. Scotiabank its directors, officers, employees or clients may currently or from time to time own or hold interests in long or 
short positions in any securities referred to herein, and may at any time make purchases or sales of these securities as principal or 
agent. Scotiabank may also have provided or may provide investment banking, capital markets or other services to the companies 
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This publication has been prepared by The Bank of Nova Scotia (Scotiabank) for informational and marketing purposes only. 
Opinions, estimates and projections contained herein are our own as of the date hereof and are subject to change without notice. 
The information and opinions contained herein have been compiled or arrived at from sources believed reliable, but no 
representation or warranty, express or implied, is made as to their accuracy or completeness and neither the information nor the 
forecast shall be taken as a representation for which Scotiabank, its affiliates or any of their employees incur any responsibility. 
Neither Scotiabank nor its affiliates accept any liability whatsoever for any loss arising from any use of this information. This 
publication is not, and is not constructed as, an offer to sell or solicitation of any offer to buy any of the currencies referred to 
herein, nor shall this publication be construed as an opinion as to whether you should enter into any swap or trading strategy 
involving a swap or any other transaction. The general transaction, financial, educational and market information contained herein 
is not intended to be, and does not constitute, a recommendation of a swap or trading strategy involving a swap within the meaning 
of U.S. Commodity Futures Trading Commission Regulation 23.434 and Appendix A thereto.  This material is not intended to be 
individually tailored to your needs or characteristics and should not be viewed as a “call to action” or suggestion that you enter into 
a swap or trading strategy involving a swap or any other transaction.   You should note that the manner in which you implement 
any of the strategies set out in this publication may expose you to significant risk and you should carefully consider your ability to 
bear such risks through consultation with your own independent financial, legal, accounting, tax and other professional advisors. 
Scotiabank, its affiliates and/or their respective officers, directors or employees may from time to time take positions in the 
currencies mentioned herein as principal or agent, and may have received remuneration as financial advisor and/or underwriter for 
certain of the corporations mentioned herein. Directors, officers or employees of Scotiabank and its affiliates may serve as 
directors of corporations referred to herein.  All Scotiabank products and services are subject to the terms of applicable 
agreements and local regulations. This publication and all information, opinions and conclusions contained in it are protected by 
copyright. This information may not be reproduced in whole or in part, or referred to in any manner whatsoever nor may the 
information, opinions and conclusions contained in it be referred to without the prior express written consent of Scotiabank.  
 
™Trademark of The Bank of Nova Scotia. Used under license, where applicable. Scotiabank, together with “Global Banking and 
Markets”, is a marketing name for the global corporate and investment banking and capital markets businesses of The Bank of 
Nova Scotia and certain of its affiliates in the countries where they operate, all members of the Scotiabank group and authorized 
users of the mark.  The Bank of Nova Scotia is incorporated in Canada with limited liability and is authorised and regulated by the 
Office of the Superintendent of Financial Institutions Canada.  The Bank of Nova Scotia and Scotiabank Europe plc are authorised 
by the UK Prudential Regulation Authority. The Bank of Nova Scotia is subject to regulation by the UK Financial Conduct Authority 
and limited regulation by the UK Prudential Regulation Authority. Scotiabank Europe plc is authorised by the UK Prudential 
Regulation Authority and regulated by the UK Financial Conduct Authority and the UK Prudential Regulation Authority. Details 
about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available on request. 
Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Inverlat Derivados, S.A. de C.V., are each 
authorized and regulated by the Mexican financial authorities.Not all products and services are offered in all jurisdictions.  Services 
described are available in jurisdictions where permitted by law.   
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This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and 
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