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Last Week To Be Patient? 

 Please see our full indicator, central bank, auction and event calendars on pp. A3-A9. 
 

Next week’s fairly light calendar of global macro risks could create a false 
sense of calm ahead as the Federal Reserve goes into communications 
black-out ahead of the following week’s FOMC statement. That’s when the 
Federal Reserve could well drop ‘patient’ language from its statement in 
order to retain flexibility to raise rates as soon as June and in keeping with 
what Vice-Chair Stanley Fischer flagged as the two most likely meetings for 
a hike: June and September. The risk dashboard to the right still contains 
enough to ponder during the waiting game, but less so compared to a very 
active stretch of late. The first 4-5 of the risks may affect the global market 
tone while the last two are of regional significance. The earnings calendar 
turns much quieter. 

Canada — Data Dependent BoC To Watch Jobs, Housing 

Friday’s jobs release will be the only major macro factor of local market significance over the coming 
week. We’re skeptical that the headline gain of 35,400 jobs in January can be followed up by another sizeable 
job gain given the heavy distortions in the report that were focused upon part-time and self-employed 
categories. Our call is for a flat print but key will also be the quality of the headline change. 

Earnings reports from twenty-three firms listed on the TSX may also garner attention including several 
energy plays. Housing starts kick off the week on Monday and there are three issues:  1. will the modest 
and volatile downward trend since mid-2014 persist; 2. did February’s weather including severe cold across 
central and eastern Canada interrupt activity and push it into later months; and 3. will we begin to see the 
effects of the commodity shock on home construction. On the latter issue, given that multiple housing units 
account for about 60% of total housing starts, that they are mainly comprised of condos, and that condo 
construction started today reflects sales conditions spanning several years back in time, it is not immediately 
apparent to us that such a quick response to home building activity is likely, particularly given the regionally 
disparate nature of the commodity price shock. Assuming weak commodity prices persist, there is strong 
reason to believe that it will take some time for the bulk of the effects of the sharp commodity price shock to 
be felt in housing’s contributions to GDP growth.  

Canada auctions 30 year real return bonds on Wednesday.  

United States — Firming Up The Q1 Consumer Call 

The only material macro risk on the US calendar will be Thursday’s retail sales for February. This will 
give us two-thirds of what we need to begin firming up a call for how the consumer performed in Q1 and 
hence GDP since consumption is 68% of US GDP. If the dollar value of sales rose, then it will probably to be 
because sales excluding gasoline and vehicles climbed and/or because vehicles prices rose. That’s because 
the 20% weight on the 2.5% m/m drop in the volume of vehicle sales is largely cancelled out by the 8% weight 
on the 6.7% rise in gasoline prices. Given that gasoline prices have continued to climb very early in March so 
far, it’s possible that Friday’s March print for the University of Michigan’s consumer sentiment gauge may 
decline further from what had been the highest reading since January 2004 even though it remains elevated. 
How changes in household wealth also influenced confidence will be the subject of Thursday’s update of the 
Federal Reserve’s fourth quarter economy-wide balance sheet figures (the ‘flow of funds’ of the US economy). 

A pair of third-tier labour market releases also arrive. The Fed’s preferred labour market composite indicator 
(LMCI) came out with great fanfare at first, but the latest print for February will likely get very little attention on 
Monday. I’d watch the JOLTS job openings and separations report more closely the next day. Openings 
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continued to climb into year-end 2014 and stood at their highest level since early 2001 and therefore point to 
sustained robust hiring activity to fill rising vacancies. 

The Federal Reserve goes into communications black-out on Tuesday ahead of the following week’s FOMC 
statement on Wednesday. Before doing so, we’ll hear from three nonvoting FOMC officials: Cleveland Fed 
President Loretta Mester (alternate 2015, voting 2016) who is a hawk; Minneapolis Fed President Narayana 
Kocherlakota (retiring, nonvoting 2015), and retiring Dallas Fed President Richard Fisher (nonvoting). The US 
Treasury also auctions 3 year, 10 year and 30 year bonds from Tuesday through Thursday. 

Europe — Greece’s Interim Review & A Possible Third Bail-Out 

How the German export engine has been performing into the new year, French inflation, and a review 
of Greek reform proposals will dominate attention in European markets.  

The strong correlation between French and German inflation (chart 1) 
may mean that the already-known improvement in the German figures 
for February could coincide with an improvement in French inflation. 
I continue to feel that the issue here is whether the ECB over-reacted 
by introducing a large bond purchase program to expand the 
money supply and negative deposit rates out of the fear of 
deflationary pressures. This continues to bear monitoring into year-
end and beyond by which point it’s likely that inflation will be recovering 
from the one-off effects of lower oil prices. After resetting the base 
effects of lower oil prices, Eurozone inflation is likely to naturally rise 
back toward targeted levels into next year. That may leave intact a 
case for countering overly low inflation, but it leaves open the question 
of whether the ECB can influence energy prices given the central 
bank’s headline-CPI focus and the dominant role played by energy in 
dragging it lower. 

It’s likely that German export figures will remain volatile and difficult to 
read when January’s update arrives on Monday. Recall that they rose 
by 3.4% in December and so a high bar is set against another rise. 
Nevertheless, the broad trend for German exports remains 
constructive (chart 2).  

Greek Finance Minister Yanis Varoufakis will present six reform 
proposals to the meeting of Euro-area finance ministers on 
Monday and Tuesday. He’ll need their approval as a bail-out 
condition. An issue that will have to be addressed is whether Greece 
will need a third aid package when the existing one expires in June 
and that partly depends upon whether Greece’s access to capital 
markets will have been sufficiently restored by then. The topic is 
unlikely to come up just yet. Germany’s finance ministry has said there 
are no plans to discuss a third aid package despite such suggestions 
by Spain. Note that S&P issues another sovereign debt rating for 
Greece at the end of next week. 

Macro risk should otherwise be fairly muted over the course of the week. Industrial output figures from 
France, Italy and the UK, French inflation, trade figures from the UK, retail sales in Spain, and monthly UK 
GDP round out the releases. 

Derek Holt 416.863.7707 
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Asia — Focus On China 

Chinese macro data may influence the global market tone into the start of the week and throughout it, and 
will be the dominant development in Asian markets. Among the releases, weekend trade figures are expected 
to post a rebound in export growth from the 3.3% y/y contraction in January to a double-digit percentage rise 
in February. Distortions surrounding the Lunar New Year are an influencing factor at this time of year so it will 
take another couple of months before we begin to get cleaner and hence easier-to-interpret figures. The same 
may apply to CPI inflation that could be stabilizing around 1% y/y.  Aggregate financing figures are also 
heavily influenced by Lunar New Year effects as are other releases on tap like industrial production and retail 
sales.  

Three regional central banks will pass rate decisions, but none of the RBNZ, Bank of Thailand and Bank of 
Korea are expected to alter their policy rates.  

More minor releases will include a possible small downward revision to Q4 Japanese GDP, Australia’s volatile 
jobs report, India’s CPI inflation figures after the government just announced an agreement with the Reserve 
Bank of India to target inflation of 4% +/- 2%, trade figures from Indonesia, India, Philippines and Taiwan, and 
industrial output from India. 

Derek Holt 416.863.7707 
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When The Rubber Hits The Road For The Fed 

 With more than USD 200bn of Treasury securities held by the Fed due to mature in 2016, 
the Fed will have to make meaningful monetary policy choices in advance.   

The Federal Reserve has expanded its balance sheet tremendously since 2008, bringing it from USD 900bn 
in August 2008 to USD4.5tn today. The balance sheet expansion also involved an extension of the weighted 
average maturity of the Federal Reserve’s System Open Market Account (SOMA), accomplished by 
purchasing longer-dated Treasury securities outright via Large Scale Asset Purchase programs (popularly 
called ‘quantitative easing’) as well as via a maturity extension program whereby the Fed sold securities with 
maturities of fewer than three years to buy securities with longer maturities (so-called ’Operation Twist’). As a 
result of the latter process, by which the Fed sold essentially all of the Treasury securities that it held with 
maturities of three years or fewer by the end of 2012, the SOMA has not experienced meaningful maturity of 
Treasury securities from 2013 probably throughout this year. During this period, the Fed also pledged to 
reinvest principal from maturing mortgage backed securities (MBS) on its balance sheet, which prevented the 
SOMA from shrinking — a process which the Fed has continued. Even once the Fed completed its asset 
purchases in November 2014, it therefore still found itself able to remain on a fairly accommodative auto-pilot 
as its balance sheet was not (and is not) meaningfully contracting. 

The Numbers 

This state of affairs will not continue indefinitely. As shown in the chart 
to the right, USD 210bn of Treasury securities mature in 2016, with 
roughly two-thirds of that amount maturing during the first part of the 
year. This implies that the Federal Reserve will have to make decisions 
about the trajectory of monetary policy between now and the start of 
2016 — indecision would be a difficult and increasingly unpalatable 
option, itself tantamount to a decision to tighten monetary policy as the 
Fed’s balance sheet would shrink. Indeed, by doing nothing, the 
balance sheet would contract by as much as USD 1.1tn through 2019 
just through Treasury security maturity. (As the Fed’s large portfolio of 
MBS mature/prepay, should the Fed stop reinvesting, this number 
could easily exceed USD 2tn by then — the SOMA currently contains 
MBS with a face value of USD 1.7tn)  

Option 1: Reinvest at Low Duration 

Of course, it’s not as though maturing Treasury securities in the 
SOMA prevent the Federal Reserve from maintaining an 
accommodative policy or for that matter assuredly impede Fed policy 
options. Treasury securities matured regularly even as the Fed was 
expanding its balance sheet, i.e. prior to the Fed’s completion of 
Operation Twist. Reinvestment of maturing securities was a regular 
Fed activity when the Fed maintained a still sizable balance sheet 
(consisting almost entirely of shorter duration securities) prior to the 
crisis. The difference now is that the sheer volume of maturing 
securities is much larger. With just over USD 400bn of securities in the 
SOMA due to mature in 2016-17 (and USD 142bn maturing during the 
first six months of 2016), the Fed would find itself ‘rolling’ a very 
substantial quantity of securities by the end of 2017 should it follow 
this program. By the end of 2018, when the largest maturities from the 
SOMA begin, the Fed would find itself rolling more than USD 1tn of 
securities — not a particularly appealing policy choice and one that 
would chew up a large share of the generally maintained quantity of 

Dov Zigler 212.225.6631  
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securities outstanding with maturities of 1 year or less (see chart 2). One way of mitigating this would be via 
lending shorter-dated securities out as part of the Fed’s reverse repo program, but this would still lead to an 
increasingly cumbersome and involved role for the Fed in the shorter-run Treasury market.  

Option 2: Shrink the Balance Sheet 

Which raises the more realistic possibility that the Fed will begin to stop reinvesting maturing Treasury security 
principal at some point in the next couple of years, and quite possibly in early 2016. The so-called order of 
operations for Fed policy normalization is supposed to begin with rate hikes prior to allowing maturing 
securities in the SOMA to run off, hence shrinking the Fed’s balance sheet. This is not to say that all maturing 
principal need not be reinvested: for instance, the Fed could seek to allow principal to run-off in an orderly 
fashion by announcing a monthly amount of balance sheet run-off and managing its security portfolio 
accordingly. Regardless of the method decided upon, the process of balance sheet run-off will be an integral 
aspect of the Fed’s eventual gradual rolling back of the stimulus provided during the crisis, a subject touched 
on most recently by Fed Vice Chair Fischer in his remarks on “Conducting Monetary Policy with a Large 
Balance Sheet” (link).  

Option 3: Reinvest at Current Weighted Average Maturity/Let’s Twist Again 

Of course, the Fed maintains an option in terms of incremental 
easing should the economy go south: it has the ability to reinvest 
maturing securities at a distribution that matches or is similar to 
the current composition of its balance sheet, i.e., it can conduct 
something analogous to 2012’s maturity extension program and 
buy longer-dated securities. This seems like an unlikely path for 
the Fed given the very large share of the longer-dated Treasuries 
market that it already holds (see chart 3) and estimated impact 
that these holdings are having on Treasury term premia (the Fed 
estimates an impact of more than 100bps for the benchmark 10-
year Treasury note according to the speech by Vice Chair Fischer 
cited above). Despite the unlikelihood of a third shot at operation 
twist this decade (‘let’s twist again?’), maturity extension is a tool 
and an option that the Fed retains if, for some reason, it were to 
decide to further lean on U.S. term premia.  

Conclusion: Even Indecision is a Choice 

Monetary policy in the U.S. is, of course, not on a preset course, and, as the FOMC tells us regularly, is 
subject to incoming economic data and the FOMC’s assessment of economic conditions. However the SOMA 
is on a preset course to contract unless the FOMC decides to do something about it — the FOMC needs to 
make decisions in the coming nine months. If the FOMC were to wish to maintain an accommodative policy 
indefinitely, it would have to either gain comfort with holding a very large share of short-term Treasury 
securities or engage in a variant of its maturity extension program. A more likely alternative is the eventual 
normalization of the balance sheet’s size probably in a fashion that avails itself of the run-off of the Fed’s 
holdings of securities — which starts to happen of its own volition next year, thereby necessitating choices in 
the coming months.  
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Rising Freight Volumes Lift Global Heavy Truck Market 

 North America leads the recovery. 

Heavy truck demand has been on a steep ascent across North 
America over the past year, is improving in parts of Asia, and has 
started to stabilize across Western Europe. This performance sets 
the stage for a rebound in global sales and production in 2015. 
However, the rise will be tempered by ongoing weakness across 
Latin America and softer demand in China — the world’s largest 
truck market — due to the introduction of new fuel emission 
standards on January 1, 2015.   

The North American heavy truck industry has been improving over 
the past two years, with gains accelerating in recent months 
alongside record freight volumes. Truck production has ramped up 
to the highest level in nearly a decade, and further gains are on the 
horizon as the order backlog has surged by more than 70% over the 
past year to the highest level since 2006. Furthermore, with 
industrial activity across North America expected to advance nearly 
4% again this year, and fuel prices sharply lower, industry 
profitability is on the rise.  

Aside from rising freight tonnage, an aging fleet is also supporting higher truck sales. North American retail 
sales have been below 250,000 units — the annual replacement level required by the industry — in six of the 
past seven years, and the average age of the trucking fleet still remains near the record 9.6 years set in 2013. 
Many class 8 trucks purchased during the last cycle peak between 2004 and 2008 are still in operation and 
are the prime replacement candidates, following several years of minimal fleet expansion. However, it will take 
several years to lower the average age of the fleet. In addition, truck utilization rates have exceeded 98% 
since mid-2013, the highest level in a decade and nearly 10 percentage points higher than what was normal 
prior to the global economic downturn.     

While North America is leading the recovery in the heavy truck market, conditions are gradually starting to 
improve in Western Europe. In particular, strengthening purchasing managers’ indexes — which act as a 
leading indicator for the heavy truck market — climbed to a seven-month high in February, with new orders 
posting the largest gain since May 2011. This represents a key development for the global trucking industry, 
as a significantly higher percentage of freight is carried by trucks in Europe than North America. According to 
Eurostat, more than 74% of all freight traffic within the European Union is carried on the road by the trucking 
industry. This compares with a more balanced market share in North America, where both trucks and rail 
typically have between a 30% to 40% share of the overall freight market.   

In fact, new heavy truck sales in Western Europe appear to have started to turn the corner, rising 8% y/y in 
January, led by solid gains of 58% in the United Kingdom and 22% in Germany — the two strongest 
economies in Western Europe. This represents a significant improvement from a 6% slide in heavy truck 
demand last year, with a majority of countries reporting lower sales, due to increased pre-ordering activity in 
2013 ahead of the introduction of the Euro 6 emission standards last year.  

In contrast, the heavy truck market continues to weaken in Latin America, especially Brazil, which accounts for 
more than 70% of overall sales in the region. Heavy truck purchases in Brazil posted a double-digit decline 
last year and an even sharper fall-off is likely in 2015 alongside declining industrial activity. Sales in China — 
which represent about two-thirds of overall volumes in Asia — are also expected to post a mid-single-digit 
decline in 2015, undercut by pre-ordering activity in 2014, prior to the introduction of new emission standards 
earlier this year.  

Carlos Gomes 416.866.4735 
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Intra-Regional Trade Dynamics Strengthen ASEAN-5 Growth Momentum 

 Progress toward regional integration has led to the removal of trade barriers. 

Thailand, Malaysia, Indonesia, Singapore, and the Philippines — the 
five largest countries belonging to the Association of Southeast Asian 
Nations (ASEAN) — make up the ASEAN-5. Economic prospects in this 
bloc are encouraging and growth remains solid. With a combined GDP 
of US$2.2 trillion, the bloc is set to become a major global economic 
force; in purchasing power parity terms, the International Monetary Fund 
estimates that the group will account for 5.4% of global economic 
activity by decade’s end. Based on Scotiabank Economics' ASEAN-5 
growth indicator — which uses principal component analysis and high 
frequency economic data — economic growth for 2015 has started on a 
strong note. Real GDP is on track to advance by 5.0% y/y in the first 
quarter of 2015, a pickup from the increase of 4.6% y/y (on a weighted 
average basis) in the October-December period (Figure 1).  

ASEAN-5 is a net beneficiary of reduced global energy prices. The 
largest beneficiaries are Singapore and the Philippines, which import 
virtually all of their oil needs (98% and 92%, respectively). As a whole, 
the group consumes more than 5 million barrels of oil per day (mbpd), 
while total oil production stands at 2 mbpd, leaving the region 
dependent on external sources for roughly 60% of its petroleum. 
Malaysia is the sole net-oil exporter among the group and as a result, 
the country will likely face deteriorating terms of trade while the 
current account surplus is set to shrink. Nevertheless, lower oil prices 
have allowed governments in both Indonesia and Malaysia to 
announce massive fuel subsidy reductions, which previously 
accounted for roughly 20% of total government spending in each 
country; this will help to improve public finances and buttress 
sovereign creditworthiness. Moreover, the oil price shock has led to 
easing of inflationary pressures. Accordingly, sustained 
accommodative monetary policy is expected across the region, with 
additional easing — in line with the global trend — forecast for 
Thailand. Moreover, encouraging employment conditions coupled 
with rapidly increasing disposable incomes will remain the key 
underlying force driving intra-regional demand momentum forward. 
We expect a subsequent pickup in consumer confidence, household spending, and business investment 
across the region translating to stronger real GDP growth, averaging 5.0% in 2015-16. 

The ambitious goal of complete regional integration by way of the ASEAN Economic Community has resulted 
in deeper intra-regional trade. While this process is still far from complete, many trade barriers have been 
lifted allowing for intra-regional export growth to surpass that of total exports to the world over the past 5 years 
(Figure 2). The current composition of the bloc’s major merchandise export destinations is as follows: Intra-
ASEAN-5 (23%), China (12%), Japan (9%), and the US (8%). While China’s relatively strong economic 
expansion will continue to support ASEAN-5 export growth, China’s focus on moving toward production of 
higher value-added goods is bound to change trade-linkages. Benefits will be realized throughout the bloc as 
most ASEAN-5 member countries remain attractive alternatives to China for low-cost manufacturing. The 
postponement of the second consumption tax rate increase in Japan will support domestic demand as the 
Japanese economy gradually recovers from recessionary conditions. Meanwhile, stronger growth in the 
United States will boost demand for the region’s goods and services. Shifts in global investor sentiment and 
portfolio rebalancing moves ahead of monetary normalization in the US will result in continued depreciation 
bias of ASEAN-5 currencies against the US dollar providing further support to the region’s exporters. 
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The U.S. Supreme Court: Re-Assessing Obamacare’s Insurance Framework  

 This decision’s potential consequences reflect Obamacare’s advanced implementation.  

The multi-year implementation of Obamacare (the Affordable 
Care Act, ACA) faces a major crossroads if the U.S. Supreme 
Court rules for the plaintiffs challenging the legality of 
subsidies for health insurance purchased in States with 
Federal Marketplaces (exchanges). The ACA provides 
premium subsidies for individuals with incomes 100%-400% 
of the federal poverty level.1 The ruling would impact the 37 
States with either a Federally-run Marketplace, a Federally-
facilitated Marketplace or a Partnership Marketplace. Only 13 
States and the District of Columbia operate their own 
exchanges. The federal Department of Health and Human 
Services estimates that subsidies were received by 87% of 
the individuals (7½ million citizens) purchasing 2015 policies 
from mid-November 2014 to January 16th through a Federal 
Marketplace.  

For the entire open enrolment period ending February 15th, 
2015, preliminary estimates indicate 11.4 million enrolments 
through all exchanges, tracking the steep upward trend 
anticipated (top two charts). Among the multiple outcomes 
from a ruling for the plaintiffs would be employers, who do not 
provide health coverage, avoiding penalties in States with 
Federal exchanges because the penalties are tied to the 
employees obtaining subsidized plans through an exchange.  

For States with Federal exchanges, a decision late this spring 
disallowing their residents’ subsidies raises the issue of 
creating a State-run exchange. Yet it takes months to design 
and implement the required eligibility and enrollment systems, 
contract with health plans and provide the documentation and 
outreach for the exchanges to run efficiently. Even if some 
“hybrid” exchanges are deemed State-run, they will take time 
to establish, suggesting the need for Congress to approve a 
lengthy grace period that will inevitably overlap the run-up to 
the 2016 elections. Further complicating the health care 
debate are events such as the September 2015 expiry of 
funding for the Children’s Health Insurance Program (CHIP).        

The far-reaching results from a possible ruling for the plaintiffs 
underline the difficulties in dismembering a broad policy 
infrastructure that is already operating. But it does not 
preclude constructive adjustments for a system that involves a 
rising taxpayer commitment (bottom table). Several aspects of  
the health insurance exchanges require attention, such as the 
range of plans available, even within States. As insurers 
grapple with forecasting costs, ACA’s eventual success in 
lowering insurance pricing is still a policy focus.  

FISCAL 

 

 

 

1 ACA for 2015 considers self-only health insurance coverage affordable if it does not exceed 9.56% of income.  
Source for charts and table: Congressional Budget Office, January 2015.  
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Exchange Subsidies1
32 66 87

Medicaid & CHIP 47 64 70

Small-Employer Tax Credits 2 1 1

  Gross Direct Expense 81 131 158

Penalty Payments: Individuals -2 -4 -4

                            Employers2
0 -7 -11

High-Premium Plan Excise Tax 0 0 0

Other Rev./Exp. Effects -3 -11 -19

  Net Related Revenues -5 -22 -34

Total Net Cost of Coverage 76 109 124

Avg. Ann. Exchange Subsidy, 

US$/subsidized enrollee3 4,330 4,700 4,940

______

reinsurance expense.  2 Includes changes in taxable

compensation. 3 Includes premium & cost-sharing subsidies.   

1 Includes exchange grants to States plus risk adjustment & 

Federal Net Direct Spending Impact of the 
ACA's Health Insurance Coverage, US$ billions
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ECB March Meeting — Rising Optimism And Flexible QE Implementation  

 The European Central Bank (ECB) has changed its tone as President Draghi expressed a much more 
positive outlook for the Eurozone economy than the one delivered at the January meeting to justify the 
implementation of quantitative easing (QE). While this shift in the ECB’s rhetoric does not come as a 
complete surprise in view of recent better than expected economic data, it nonetheless was more positive 
than expected. 

 Beyond the more positive comments that filled the ECB’s introductory press statement, the new economic 
forecasts are a clear illustration of this rising optimism. 

 The ECB upwardly revised its Eurozone real GDP growth forecast to 1.5% y/y in 2015 and 1.9% 
in 2016, up from 1.0% and 1.5%, respectively, in its December projections. Regional growth is 
expected to come in at 2.1% in 2017. These are significant upward revisions and suggest that 
after a +0.3% q/q rise in Q4 2014, the ECB now expects Eurozone GDP to increase at an 
average pace of +0.4%/+0.5% q/q over the coming quarters. This is much higher than Eurozone 
potential growth (seen between 0.2%/0.3% q/q), which implies a lower unemployment rate and a 
narrowing output gap. While the ECB maintained its statement that “The risks surrounding the 
economic outlook for the euro area remain on the downside”, it also indicated that these risks 
“have diminished”, which points to shift towards a more “balanced” assessment.  

 The inflation forecast has also been revised significantly to the upside. With no surprise, 2015 
was revised sharply down from 0.7% to 0.0% y/y on the back of lower oil prices. However, this 
may prove too low, seen as it does not take into account the full rebound in oil prices, which in 
our view suggests this projection is likely outdated. Beyond this and more importantly, the 
inflation forecast for 2016 was raised to 1.5% y/y vs. 1.3% previously and is expected to reach 
1.8% y/y in 2017. So, it shows a greater confidence from the ECB that inflation will gradually 
accelerate towards its price stability target. This is the first time in many quarters that the ECB 
has revised up its medium term inflation expectations!  

 These new forecasts are also important to address how long the QE program will last. The ECB President 
reiterated the dovish comment that QE (which will be implemented on March 9th) will run through 
September 2016, but the program’s length will depend on whether the governing council is satisfied with 
price growth dynamics and sees a “sustainable rise of inflation towards price stability”. With inflation 
expected to rise to 1.8% y/y by 2017, this suggests that the program could come to an end in September 
of next year. 

 Indeed, while the ECB president failed to give a clear definition on what specific criteria the governing 
council will look for to determine if a “sustainable rise” in inflation has taken place — likely to preserve 
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some flexibility — in our view the trend in core inflation gives us an idea. While we do not have the details 
yet, the ECB forecasts on this metric is likely to be very close to the 1.8% y/y mentioned for headline 2017 
inflation.   

 Flexibility is also the word which describes the implementation of the QE (see http://www.ecb.europa.eu/
mopo/liq/html/pspp-qa.en.html) by indicating that: 

 Each national central bank will be able to choose between purchases of central government 
securities and targeted agencies to meet with the ECB’s capital key. 

 Each national central bank will be able to choose between purchases of central government 
securities and targeted agencies to meet with the ECB’s capital key. 

 This capital key metric for the bond purchasing program is also not a monthly target and there 
could be some adjustment on a month on month basis. 

 Finally, there is no duration target, meaning it is up to each central bank to choose to be active or 
not on specific maturity buckets. 

 The only rigid rule is on both how deep central banks will be buying negative yields and the 
maturity spectrum. On the first point, negative yields to maturity are permissible as long as the 
yield is above the deposit facility rate, that is -0.2%. As it could be argued that it could have 
limited impact as these negative yields are only seen on German bonds with a maturity below 
2Yr (which are de facto excluded from the program). However, it could be a benchmark for the 
market which will be tempted to push the whole yield curve closer to this target. Also, the 
potential rally on short dated maturities is therefore more limited which would create an incentive 
to buy longer maturities and flatten the yield curve.  is therefore On the second point, “The 
maturity restriction means that the Eurosystem will only buy securities which, at the time of 
purchase, have a minimum remaining maturity of 2 years (i.e. purchases of securities with a 
remaining maturity of 1 year and 364 days are NOT possible) and a maximum remaining maturity 
of less than 31 years (i.e. purchases of securities with a remaining maturity of 30 years and 364 
days are possible)." It nonetheless means that German 30Y benchmark BUND Aug 46 could be 
bought starting this summer for example.  

 To conclude, there is nonetheless the feeling that the bias in the purchasing program is skew to 
governments bonds. Indeed, behind this announced flexibility, there is the feeling that there is a 
certain hierarchy in the bond purchasing program which is skew towards buying government 
bonds vs. agencies. Also, while it could be amended at a later stages, regional bonds (like 
German Lander) are not included which therefore put more pressure for buying government 
bonds 
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Diverging Correlation Between U.S. & German 10-Year Yield Spread 

 10Y US-German yield spread has continued to move higher in February, close to +180 bps, its highest 
level since 1989!  

 In February, this increase was fuelled by a rise in US 10Y rates while 10Y German yields have remained 
roughly stable.  While the correlation between US & German 10Y yields is traditionally strong (around 
0.8% over the past decade), the past month inertia from German 10Y yields to the spike in US 10Y yields 
suggest that QE is likely responsible for the diverging trend.  

 At this stage, it is not the view of the 
consensus. Indeed, Bloomberg 
consensus forecast (ECFC) expect 
10Y US rates to end the year at 
around 2.6%, up from currently 
2.10%. Over the same period, 
German 10Y yields are seen as 
moving up from currently around 
0.3% to 0.65%. So, this suggests 
that while the gap could further 
widen to close to +200 bps, at least, 
the historical positive correlation will 
still hold! But, is the consensus too 
optimistic?  

 It is worth remembering that, over the past decade, some de-correlation between 10Y US and German 
yields was already seen. It was the case in particular between mid-2004/mid-2005 when German 10Y 
yields dropped by around 100 bps while, in the meantime, US 10Y yields remained roughly stable at 
around 4.0/4.50%. It was the time when the Fed started to exit (June 2004) while the ECB remained on 
hold up to December 2015. So, the past month is not an unprecedented event and we could be in the 
same situation today. 

 So, without surprise, the management of the monetary policy is an important driver of this yield 
correlation. However, it is important to have a view on what fundamentals drive monetary policy. While 
central banks articulate their policies in terms of the performance of various economic indicators, inflation, 
nonetheless, has been the main determinant over the past 30 years and has become even more relevant 
in an environment of global economic uncertainty and escalating fears of deflation. 
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 If we look back to the mid 80’s (the time 
when the fight against inflation become a 
global theme among all major central 
banks), the correlation between the 10Y US/
German yield spread and the US/German 
(or Eurozone) inflation gap proved to be 
rather strong. While headline inflation was to 
be the main driver in the 80’s/90’s, core 
inflation now appears to be the leading 
driver of monetary policy as central banks 
have become more focussed on medium 
term inflation expectations.  

 Looking back to the mid 2004/mid 2005, the de-correlation was in our view exacerbated by the widening 
dispersion between US and Eurozone core inflation as the former moved up and the latter slowed down.   

 So, in our view, all eyes on Eurozone core inflation to assess how longed the de-correlation between 10Y 
US and German yields will last! Eurozone core inflation held steady at 0.6% y/y/ in February. If core 
inflation manages to escape the “high deflationary risk area” (below 1.0% y/y) over the coming months, 
then the market will deem the ECB’s QE program as a success, which will likely result in the program 
being terminated on target by September 2016. At this point, some re-correlation between US and 
German 10s will be justified.  

 In January/February, Eurozone core inflation has remained stuck at historical low levels, +0.6% y/y. We 
believe that the risks on core inflation are balanced for the coming year, with the print remaining range-
bound between 0.6%/0.8% y/y in 2015. For next year, the lagged impact of past euro deprecation and a 
lower unemployment rate, underpinned by strengthening growth dynamics, should push it slightly above 
the 1.0% y/y line. In the meantime, we expect US core inflation to re-accelerate closer to 2.0% y/y. So, 
our own scenario would tend to validate the current consensus forecast for a wider 10Y US/German yield 
gap but, in the not too distant future, we anticipate a re-correlation between the two.  

 However, any downside surprise on Eurozone core inflation would fuel speculation that the ECB will 
extend QE beyond its tentative deadline in September of 2016 and could even roll out more aggressive 
monetary accommodation, exacerbating the recent de-correlation. 
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Latin America Week Ahead: For The Week Of March 9 - 13 

Week-ahead highlights: 

US monetary policy expectations, along with the broad direction of the USD, seem to be driving market 
performance globally once again. This has left moderate room for country-specific drivers to assert 
themselves within LATAM (see below). Accordingly, with employment seemingly the Fed’s major driver, along 
with CPI, today’s non-farm payrolls are key for setting market tone next week. Up to the end of January, 
LATAM 10yr yields had been falling and foreign ownership of domestic currency bonds rising (Peru being the 
exception), which for most of the region, is the point up to which we have data on foreign holdings. However, 
since the start of February, we have started seeing yields rise in LATAM domestic currency debt.  

However, Colombian bonds have been the best performers in the region, while Brazil’s have been the worst, 
followed by Mexico’s (see chart below). Our sense is that the broad upward trend in regional yields was 
dictated by the direction of US yields. However, the differentiated performance is likely due, at least in 
part, by the direction in which monetary and fiscal policy is expected to move in each of the countries.  

 Colombia is at the end of a tightening cycle, and some believe it could soon shift tack towards loosening, 
given slowing economic growth (although comments from BanRep Directors suggest this is not a given — 
see below) — which could explain local bonds’ recent outperformance.  

 Brazil is a tough one to call, as expectations on the direction of monetary policy (and to some degree the 
country’s credit ratings) have been adjusting frequently, on the back of weak employment figures, volatile 
expectations on how the fiscal adjustment process will play out (with some recent concern over the 
government’s lack of political capital), as well as news on the Petrobras case. 

 In Mexico, we saw bonds outperform the rest of the region, up to the end of January. The start of 
Mexico’s laggardness coincides with the shift into a more hawkish Banxico, although this in turn matches 
with the change in direction of the US yield curve (steepening).  

 Peru’s yields have arguably been the most stable of the 4 countries.  
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Foreign holdings of LATAM local ccy debt had been 
rising steadily, outside Peru, but Mexico has seen a 
drop in February (the only one to report data) 

The decline in Mexican local ccy bond foreign holdings has been 
accompanied by rising yields across the board in the LATAM FX5, 
which suggests a similar pattern in the region  
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Mexico is the country where we have daily data that covers the behaviour of foreign holdings for 
much of the month of February: 

Foreign holdings of Mexican domestic currency debt have been volatile, and had a reasonably large increase 
since the start of the fourth quarter of 2014. However, since the start of February, we have seen a decline in 
foreign holdings, which have dropped a little under one percentage point of their total. The peak in foreign 
holdings of MXN-denominated government securities coincides with the more hawkish tone adopted by 
Banxico right before the start of February (the first mention we saw of Banxico’s focus on rebuilding buffers, 
and the more tightly linking Mexican Monetary Policy to the US was in Davos, at the end of January 2015), 
which suggests the drop in holdings, and the widening of yields, could be partly due to a monetary policy 
shift… 

Mexico’s bonds began the year outperforming their regional 
peers, up to Banxico’s “hawkish shift”. Since then, Colombia’s 
have become the stellar performers 

However, despite the TES outperformance, after BRL, COP has 
been the worst performer among the LATAM FX, both YTD, as 
well as from the start of the US curve steepening move 
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Foreign holdings of Mexico’s local currency government debt 
peaked at the end of January 2015… when Banxico turned more 
hawkish 

A drop in foreign holdings of cetes is part of the story, although 
a decline in cetes holdings kicked off earlier… last summer 

 

34%

35%

36%

37%

38%

39%

40%

Jan‐13 Apr‐13 Jul‐13 Oct‐13 Jan‐14 Apr‐14 Jul‐14 Oct‐14 Jan‐15

Foreign holdings of Mexican Domestic Debt (% of total)
Source: Banxico, ScotiaFX Strategy.

Peak at the start of 
February, which is when 
Banxico turned "hawkish"

 

34.0%

39.0%

44.0%

49.0%

54.0%

59.0%

64.0%

69.0%

74.0%

Jan‐13 Apr‐13 Jul‐13 Oct‐13 Jan‐14 Apr‐14 Jul‐14 Oct‐14 Jan‐15

Foreign holdings of cetes (% of total)
Source: Banxico, ScotiaFX Strategy.

Peak In July 
2014

More hawkish Banxico 
message starts in Davos 
interview

http://www.elfinanciero.com.mx/economia/europa-podria-generar-mas-influjos-de-capitales-hacia-mexico.html


Foreign Exchange Strategy 

Global Views 
  

March 6, 2015 

16 

  

… continued from previous page 

The relationship between the US and Mexican yield curves was not particularly stable over the course of the 
US’ flattening during 2014, as the Mexican curve was much more volatile (see chart above, on the right hand 
side). This divergence of the Mexican / US curves coincides with the broad-based strengthening of the USD 
we saw kick off last summer, with the Mexican 10s-2s moving in line with the DXY (see chart below), up to the 
start of 2015, when we saw a sharp flattening of the Mexican curve. However, the relationship between US-
Mexican rates has been much closer over the course of the recent steepening move.  

Our base case is that we may still have one more leg in the pre-Fed hike EM sell-off (the one we are going 
through?), but based on the experience of the previous Fed tightening cycle, we expect EM to rebound once 
the Fed begins tightening (we really only have one Fed tightening cycle to look back to, given the youth of the 
EM asset class). 

Eduardo Suárez 416.945.4538 
eduardo.suarez@scotiabank.com 

 

The decline in holdings has not only been in cetes… m-bono 
holdings have fallen too 

The relationship between the Mexican curve slope and the US’ has 
not been steady, with the Mexican curve’s moves being “much 
choppier”  
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The decoupling of the Mexican 10s-2s, and their US counter-
part between July and December 2014, coincides with the 
broad-based strengthening of the USD 

In the last cycle, when the Fed tightening cycle kicked off, MXN 
was rallying, and the Mexican yield curve was flattening 
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Week-ahead views: 

Brazil (BRL): Brazil’s FinMin announced that S&P is conducting its assessment of the Brazilian economy, 
with the meetings taking place between March 2 and March 6. The fiscal adjustment process has hit some 
hurdles in Congress (particularly in the adjustments that link to payrolls), fuelling concerns of potential 
downgrades being back on the table, alongside the fears derived from the Petrobras trouble. However, Aloizo 
Mercadente reiterated that only 20% of the planned adjustment needs Congressional approval. Today’s 7.7% 
y/y IPCA inflation print (consensus 7.56% y/y) is likely to put some upwards pressure on the short end of the 
DI curve, and further cement expectations that the next hike will be a +50bps hike. Our base case remains 
that we will get 1 more +50bps hike, followed by 2 X 25bps hikes (which is close to what DIs are pricing at the 
moment: 1 X +50bps, followed by another +25bps, and a partial pricing of a second +25bps hike). In terms of 
monetary policy expectations, next week’s BCB weekly survey of economists will be important to watch, but 
the main event is likely to be the COPOM MPC meeting minutes, where we hope to get more colour on what 
the BCB’s “no bias” means at the moment. 

Colombia (COP): Today’s BanRep MPC meeting minutes will be interesting to watch in order to get more 
colour on the outlook for the central bank’s decisions. Over the past week, we have received comments from 
Directors Maiguashca and Cano, with Maigushca sounding very focused on inflation—while highlighting she 
believes the drop in oil prices will take time to impact growth, which she seems to see being offset by the 
Government’s highway program. Cano also sounded “inflation focused”, although he did seem to hint that he 
believes an easing bias is in the cards, by stating inflation will be the focus, and rates will need to stay on hold 
until inflation converges to target.  

Next week is relatively heavy on the data front, featuring retail sales, lending data, and consumer confidence, 
as well as industrial production. Of the indicator list, our main interest is the consumer side data, where we 
want to get a sense of whether the slowdown we anticipate to take place on the back of the terms of trade 
reversal has started. One of the factors that could keep demand running strong is credit, but our sense is that 
if the potential growth rate has slowed (which we believe, and BanRep has said it does too), this can only 
happen for so long, without risking the type of problems Brazil has run into.  

Mexico (MXN): News flow on the auto front has been positive, but seemed to get better this week with 
Reuters reporting that Volkswagen is set to announce a US$1bn investment in the country next week, 
complementing the company’s earlier expansion of production facilities to include Audi. In addition, Bloomberg 
reported that Renault is also considering the possibility of setting up operations in Mexico, although this news 
seems like it’s a longer term issue. On the data front, next week’s formal job creation numbers are important in 
our view, as we see the improvement we have seen in formal job creation as one of the factors we expect to 
continue to drive an acceleration of domestic demand. On this front, we are also scheduled to get data on 
ANTAD store sales, which earlier reports from Walmex suggest should come strong. In addition, we are also 
scheduled to get news on the manufacturing front, with both AMIA auto sector data, and manufacturing 
production in the pipeline. Manufacturing output is expected to slow somewhat by consensus, based on the 
softening of PMIs. 

Peru (PEN): Consensus looks for the BCRP to keep rates unchanged in next week’s MPC meeting, but we don’t 
discount a cut given the central bank’s bias remains towards easing, and recent data continues to show weakness 
(Q4 GDP at +1.0% y/y, and economic activity for December only expanded +0.5% y/y). However, the key 
question remains inflation, which is still hovering uncomfortably close to the upper boundary of the central bank’s 
target (at 2.77%, although it is receding). Our sense is that the decision will come down to whether the central 
bank believes it has done enough to cement the downwards trajectory in inflation, or whether one or two more 
meetings are necessary. The other data point we get next week is monthly economic activity for January. 

We believe the slowdown in Peru is structural, rather than cyclical, and we think the country needs to find new 
growth drivers. We want to highlight what we believe some of those can be:  
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 Low consumer leverage and solid bank fundamentals: this means that consumer demand still has 
room to provide a lift to the economy, but we believe authorities should tread with care, in order to avoid 
the outcome we saw in Brazil — where “domestic consumer led growth” led to a domestic consumer “debt 
trap”.  

 Infrastructure: Part of Peru’s strong growth has been driven by the country’s high investment rate, which 
is the highest among the region’s larger investment grade economies (Peru 28.3% of GDP, followed by 
Colombia’s 24.6% of GDP). We think that with commodity prices falling, the country’s investment rate is 
set to drop (similar to Colombia's). However, we believe infrastructure can pick up the slack for two 
reasons: 1) an available domestic savings pool to tap, 2) a need, which suggests potential returns (if 
projects are chosen correctly). 

 Pension Funds: Peru’s pension funds provide a relatively large and fast growing pool of savings 
to tap for infrastructure development. 

 The logistics hub argument: South America is suffering the correction in commodity prices, but if 
we believe this is the Century for the Pacific, trade between the Americas and Asia has a long 
way to run. Peru, because of its location, as well as “the Andes” is one of the obvious access 
points.  

 A hurdle for this is the slow execution of infrastructure projects, which could come back, at least 
in part, to the still developing infrastructure PPP system (Infrascope). 

 Commodity diversification provides some stability to “commodity specific shocks”. 
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Peru’s pension funds provide an important source of resources 
for funding infrastructure 

The country’s PPP infrastructure investment framework has 
been improving, although execution of projects has been slow 
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Key Data Preview  

CANADA 

We’re looking for Canada’s labour market to give back some of 
January’s gains and show a contraction in employment of -10k in 
February on the heels of January’s 35.4k job gain. The key question is 
whether or not Canadian labour markets are trending down or just 
experiencing volatility (jobs were up by a cumulative 106k in Sept. and 
Oct. and fell by a cumulative by 27.6k in Nov. and Dec.). Our fundamental 
outlook is that there are material headwinds for the Canadian labour 
market driven principally by the decline in oil prices and the impact that 
we anticipate the terms of trade and national wealth shock will have on 
the economy. Event studies that look at prior oil price shocks show that 
the oversupply shock that occurred in the mid-1980s resulted in persistent 
sluggishness in Canadian job creation in the wake of oil price declines. 
We anticipate a similar outcome this time around. In terms of the report 
details, January’s +35k jobs number was not as good as it looked in any 
event as the number was driven by a 41k surge in the self-employed 
while payroll employment declined by 5.7k (not that we see anything 
wrong with self-employment, just that when increases in self-employment 
are coupled with declines in payroll employment, it tends to imply overall 
weakness in the labour market — we like to see the two increase together). 

Canadian housing starts numbers also will be closely watched for 
what they say about the oil shock, but here we’re somewhat more 
skeptical about the possibility that the information that comes out in the 
report should impact views on housing fundamentals at all. The issue is 
that housing data for February in Canada doesn’t mean a whole lot as 
the not-seasonally-adjusted quantity of starts during Canada’s frozen 
February is low relative to the rest of the year (i.e., only ~65% of the 
building start levels in April-July) so the seasonally adjusted number 
that gets released simply does not represent a particularly elevated (or 
relevant) level of activity. That said, the fundamentals are mixed, with 
building permits having dropped quite substantially from October to 
January (from 18.5k units to 14.9k in January) but there are long and 
difficult-to-determine lags between permit issuance and starts. Our call 
is for 180k starts in February with downside risks. 

UNITED STATES 

Retail sales for February is the only release of note due out of the U.S. 
next week, and we’re looking for some recovery from recent soft sales 
levels (both nominal and real, as the St. Louis Fed had real retail sales 
lower by 0.1% m/m and by 0.5% m/m in January and December 
respectively) that will push retail sales up by 0.4% m/m on a mix of: a) 
spending some of the spike in consumer savings of late (see chart) and 
b) higher gasoline prices, as gasoline prices at the pump increased by 
roughly 6.5%. That said, the outlook isn’t exclusively bullish: Auto sales 
were surprisingly soft at -2.4% m/m and consumer confidence metrics 
for February slipped both on the Conference Board and U of M metrics, 
albeit off of post-crisis highs. Even with the optimistic outlook on 
gasoline prices, base effects, and consumer fundamentals, other 
coincident indicators do point to downside risks. 
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… continued from previous page 

EUROPE 

France will release inflation figures for February on 
March 12th. Given the stronger-than-expected inflation 
outcome in Germany, Italy, Spain and Belgium — which 
drove the annual percent change in the euro zone flash 
HICP to -0.3% in February, up from -0.6% y/y in the prior 
month — we anticipate that French CPI inflation will 
move up slightly to -0.3% y/y in February from -0.4% in 
January. This reflects the rebound in energy prices and 
favourable base effects from food prices. However, 
deflationary pressures in France will not ease to the 
same extent seen in other parts of the euro area. This 
partly reflects retail sector winter discounting, which will 
drag on clothing prices in February, but will likely yield 
upward payback in March.  

LATIN AMERICA 

Colombia will release industrial production and retail 
sales figures for January on March 13th. We expect 
industrial production to have expanded by around 1.2% 
y/y in January (down from 2.1% in December), buffeted 
by low oil prices but benefiting from the weak peso; this 
growth rate would be more or less in line with the 2014 
average of 1.4%. We expect retail sales growth to have 
performed much better than the industrial sector, likely 
having expanded by 8.7% y/y in January; this would be 
down from 9.6% in December but up from the 7.6% 
average witnessed in 2014.   

ASIA 

Taiwan will release inflation data for February on 
March 8th. We estimate that headline inflation 
rebounded to 0.1%  y/y in in February after reaching a 
five-year low of -0.9% y/y in January. The January 
decline in prices can be largely attributed to the impact of 
lower energy costs; indeed, domestic fuel prices fell 
precipitously by 30% y/y in January. Despite inflation 
falling from a one-year high of 2.1% y/y in August, 
monetary authorities have held the benchmark discount 
rate steady at 1.875%. Sustained accommodative 
monetary policy coupled with low levels of inflation will 
likely translate to a subsequent pickup in consumer 
confidence and household spending going forward. 
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Key Indicators for the week of March 9 – 13 

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

North America 

Europe 

A3 

Country Date Time Indicator Period BNS Consensus Latest
CA 03/09 08:15 Housing Starts (000s a.r.) Feb 180.0 175.0 187.3
MX 03/09 10:00 Bi-Weekly Core CPI (% change) Feb 28 -- 0.1 0.3
MX 03/09 10:00 Bi-Weekly CPI (% change) Feb 28 -- 0.1 0.1
MX 03/09 10:00 Consumer Prices (m/m) Feb -- 0.2 -0.1
MX 03/09 10:00 Consumer Prices (y/y) Feb -- 3.0 3.1
MX 03/09 10:00 Consumer Prices Core (m/m) Feb -- 0.4 0.0

US 03/10 10:00 Wholesale Inventories (m/m) Jan -- -0.1 0.1

US 03/11 07:00 MBA Mortgage Applications (w/w) MAR 6 -- -- 0.1
US 03/11 14:00 Treasury Budget (US$ bn) Feb -- -188.0 -17.5

CA 03/12 08:30 Capacity Utilization (%) 4Q -- 83.4 83.4
CA 03/12 08:30 New Housing Price Index (m/m) Jan -- 0.1 0.1
CA 03/12 08:30 Teranet - National Bank HPI (y/y) Feb -- -- 4.7
US 03/12 08:30 Export Prices (m/m) Feb -- 0.2 -2.8
US 03/12 08:30 Import Prices (m/m) Feb -- 0.2 -2.8
US 03/12 08:30 Initial Jobless Claims (000s) MAR 7 300.0 305.0 320.0
US 03/12 08:30 Continuing Claims (000s) FEB 28 2400 2400 2421
US 03/12 08:30 Retail Sales (m/m) Feb 0.3 0.4 -0.8
US 03/12 08:30 Retail Sales ex. Autos (m/m) Feb 0.5 0.6 -0.9
US 03/12 10:00 Business Inventories (m/m) Jan -- 0.1 0.1

CA 03/13 08:30 Employment (000s m/m) Feb -10.0 -5.0 35.4
CA 03/13 08:30 Unemployment Rate (%) Feb 6.7 6.7 6.6
US 03/13 08:30 PPI (m/m) Feb -- 0.2 -0.8
US 03/13 08:30 PPI ex. Food & Energy (m/m) Feb -- 0.1 -0.1
MX 03/13 10:00 Industrial Production (m/m) Jan -- 0.4 -0.3
MX 03/13 10:00 Industrial Production (y/y) Jan -- 2.1 3.0
US 03/13 10:00 U. of Michigan Consumer Sentiment Mar P 95.0 95.5 95.4

Country Date Time Indicator Period BNS Consensus Latest
GE 03/09 03:00 Current Account (€ bn) Jan -- 16.5 25.3
GE 03/09 03:00 Trade Balance (€ bn) Jan -- 19.5 18.9

FR 03/10 03:45 Industrial Production (m/m) Jan -0.5 -0.3 1.5
FR 03/10 03:45 Industrial Production (y/y) Jan -0.1 0.4 -0.1
FR 03/10 03:45 Manufacturing Production (m/m) Jan -- 0.1 1.2
SP 03/10 04:00 Real Retail Sales (y/y) Jan -- -- 5.4
IT 03/10 05:00 Industrial Production (m/m) Jan -- 0.2 0.4

FR 03/11 02:30 Non-Farm Payrolls (q/q) 4Q F -- 0.0 0.0
FR 03/11 03:45 Current Account (€ bn) Jan -- -- -1.9
UK 03/11 05:30 Industrial Production (m/m) Jan -- 0.2 -0.2
UK 03/11 05:30 Manufacturing Production (m/m) Jan -- 0.2 0.1

GE 03/12 03:00 CPI (m/m) Feb F 0.9 0.9 0.9
GE 03/12 03:00 CPI (y/y) Feb F 0.1 0.1 0.1
GE 03/12 03:00 CPI - EU Harmonized (m/m) Feb F 1.0 1.0 1.0
GE 03/12 03:00 CPI - EU Harmonized (y/y) Feb F -0.1 -0.1 -0.1
FR 03/12 03:45 CPI (m/m) Feb 0.6 0.6 -1.0
FR 03/12 03:45 CPI (y/y) Feb -0.3 -0.4 -0.4
FR 03/12 03:45 CPI - EU Harmonized (m/m) Feb 0.6 0.6 -1.1
FR 03/12 03:45 CPI - EU Harmonized (y/y) Feb -0.4 -0.4 -0.4
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Key Indicators for the week of March 9 – 13 

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

A4 

Asia Pacific 

Europe (continued from previous page) 

Country Date Time Indicator Period BNS Consensus Latest
SP 03/12 04:00 CPI (m/m) Feb -- -0.7 -1.6
SP 03/12 04:00 CPI (y/y) Feb F -- -1.1 -1.1
SP 03/12 04:00 CPI - EU Harmonized (m/m) Feb 0.1 0.1 -2.2
SP 03/12 04:00 CPI - EU Harmonized (y/y) Feb F -1.2 -1.2 -1.2
UK 03/12 05:30 Visible Trade Balance (£ mn) Jan -- -9650.0 -10154.0
EC 03/12 06:00 Industrial Production (m/m) Jan -- 0.2 0.0
EC 03/12 06:00 Industrial Production (y/y) Jan -- 0.1 -0.2

IT 03/13 05:00 CPI - EU Harmonized (y/y) Feb F 0.1 0.1 0.1
RU 03/13 06:30 One-Week Auction Rate (%) Mar 13 14.00 14.00 15.00

Country Date Time Indicator Period BNS Consensus Latest
CH MAR 07-08 Exports (y/y) Feb -- 14.0 -3.2
CH MAR 07-08 Imports (y/y) Feb -- -10.0 -19.7
CH MAR 07-08 Trade Balance (USD bn) Feb -- 6.0 60.0

NZ 03/08 17:45 Manufacturing Activity 4Q -- -- -1.2
JN 03/08 19:50 Bank Lending (y/y) Feb -- -- 2.5
JN 03/08 19:50 Current Account (¥ bn) Jan -- 270.4 187.2
JN 03/08 19:50 GDP Deflator (y/y) 4Q F -- 2.3 2.3
JN 03/08 19:50 Trade Balance - BOP Basis (¥ bn) Jan -- -936.0 -395.6
AU 03/08 20:30 ANZ Job Advertisements  (m/m) Feb -- -- 1.3
TA 03/08 20:30 CPI (y/y) Feb 0.1 0.2 -0.9

JN 03/09 01:00 Eco Watchers Survey (current) Feb -- 46.5 45.6
JN 03/09 01:00 Eco Watchers Survey (outlook) Feb -- 50.2 50.0
TA 03/09 04:00 Exports (y/y) Feb 0.3 0.1 3.4
TA 03/09 04:00 Imports (y/y) Feb -5.7 -6.0 -4.8
TA 03/09 04:00 Trade Balance (US$ bn) Feb -- 3.5 4.8
SI 03/09 05:00 Foreign Reserves (US$ mn) Feb -- -- 251463.9
JN 03/09 19:50 Japan Money Stock M2 (y/y) Feb -- 3.5 3.4
JN 03/09 19:50 Japan Money Stock M3 (y/y) Feb -- 2.9 2.8
PH 03/09 21:00 Exports (y/y) Jan -- 16.0 -3.2
CH 03/09 21:30 CPI (y/y) Feb 1.1 1.0 0.8
CH 03/09 21:30 PPI (y/y) Feb -- -4.3 -4.3
NZ MAR 09-12 REINZ House Price Index (y/y) Feb -- -- 7.5
NZ MAR 09-12 REINZ Housing Price Index (m/m) Feb -- -- -1.0
CH MAR 09-15 Aggregate Financing (CNY bn) Feb -- 1000.0 2050.8
CH MAR 09-15 New Yuan Loans (bn) Feb -- 750.0 1470.0
IN MAR 09-16 Exports (y/y) Feb -- -- -11.2
IN MAR 09-16 Imports (y/y) Feb -- -- -11.4

JN 03/10 02:00 Machine Tool Orders (y/y) Feb P -- -- 20.4
JN 03/10 19:50 Machine Orders (m/m) Jan -- -4.0 8.3
AU 03/10 20:30 Home Loans (%) Jan -- -2.0 2.7
AU 03/10 20:30 Investment Lending (% change) Jan -- -- 6.0

CH 03/11 01:30 Fixed Asset Investment YTD (y/y) Feb -- 15.0 15.7
TH 03/11 03:30 BoT Repo Rate (%) Mar 11 1.75 2.00 2.00
NZ 03/11 16:00 RBNZ Official Cash Rate (%) Mar 12 3.50 3.50 3.50
JN 03/11 19:50 Tertiary Industry Index (m/m) Jan -- 0.5 -0.3
AU 03/11 20:30 Employment (000s) Feb -- 15.0 -12.2
AU 03/11 20:30 Unemployment Rate (%) Feb -- 6.4 6.4
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Key Indicators for the week of March 9 – 13 

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

A5 

Latin America 

Asia Pacific (continued from previous page) 

Country Date Time Indicator Period BNS Consensus Latest
PH 03/11 21:00 Unemployment Rate (%) Jan -- -- 6.0
SK MAR 11-12 BoK Base Rate (%) Mar 12 2.00 2.00 2.00

MA 03/12 00:00 Industrial Production (y/y) Jan -- 6.9 7.4
JN 03/12 01:00 Consumer Confidence Feb -- 39.8 39.1
IN 03/12 08:00 CPI (y/y) Feb -- -- 5.11
IN 03/12 08:00 Industrial Production (y/y) Jan -- -- 1.70
NZ 03/12 17:30 Business NZ PMI Feb -- -- 50.9
SI 03/12 22:30 Unemployment Rate (%) 4Q F -- 2.0 1.9

JN 03/13 00:30 Capacity Utilization (m/m) Jan -- -- 2.0
JN 03/13 00:30 Industrial Production (y/y) Jan F -- -- -2.6
SI 03/13 01:00 Retail Sales (y/y) Jan -- -- 2.6
HK 03/13 04:30 Industrial Production (y/y) 4Q -- -- -1.8

Country Date Time Indicator Period BNS Consensus Latest
PE 03/10 Trade Balance (USD mn) Jan -- -- 121.1

PE 03/12 19:00 Reference Rate (%) Mar 3.00 3.25 3.25

BZ 03/13 08:00 Retail Sales (m/m) Jan -- -0.5 -2.6
BZ 03/13 08:00 Retail Sales (y/y) Jan -- -1.4 0.3
CO 03/13 17:00 Industrial Production (y/y) Jan 1.2 1.4 2.1
CO 03/13 17:00 Retail Sales (y/y) Jan 8.7 8.6 9.6
PE 03/13 Economic Activity Index NSA (y/y) Jan -- -- 0.5
PE 03/13 Unemployment Rate (%) Feb -- -- 6.4
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Global Auctions for the week of March 9 – 13 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A6 

Country Date Time Event
US 03/09 11:30 U.S. to Sell 3-Month Bills
US 03/09 11:30 U.S. to Sell 6-Month Bills

CA 03/10 10:30 Canada to Sell CAD3.975 Bln 98-Day Bills
CA 03/10 10:30 Canada to Sell CAD1.575 Bln 182-Day Bills
CA 03/10 10:30 Canada to Sell CAD1.575 Bln 364-Day Bills
US 03/10 11:30 U.S. to Sell 4-Week Bills
US 03/10 13:00 U.S. to Sell 3-Year Notes

CA 03/11 12:00 Canada to Sell 30-Year Real Return Bonds
US 03/11 13:00 U.S. to Sell 10-Year Notes Reopening

US 03/12 13:00 U.S. to Sell 30-Year Bonds Reopening

Country Date Time Event
GE 03/09 06:30 Germany to Sell EUR2 Bln 189-Day Bills
FR 03/09 09:50 France to Sell Bills

SP 03/10 05:30 Spain to Sell 6 Month Bills
SP 03/10 05:30 Spain to Sell 12m Bills
EC 03/10 06:10 ECB Main Refinancing Operation Result
SZ 03/10 06:15 Switzerland to Sell 91-Day Bills 
UK 03/10 06:30 U.K. to Sell 3.5% 2068 Bonds
BE 03/10 06:30 Belgium to Sell Bills
GE 03/10 06:30 Germany to Sell EUR2 Bln 0.1% I/L 2026 Bonds
IC 03/10 07:00 Iceland to Sell Bills

DE 03/11 05:30 Denmark to Sell Bills
NO 03/11 06:00 Norway to Sell Bonds
GR 03/11 06:00 Greece to Sell 13-Week Bills
IT 03/11 06:00 Italy to Sell 367-Day Bills

SW 03/11 06:03 Sweden to Sell Bonds
SZ 03/11 06:15 Switzerland to Sell Bonds
GE 03/11 06:30 Germany to Sell EUR5 Bln 0.0% 2017 Bonds

SP 03/12 05:30 Spain to Sell Bonds
UK 03/12 06:30 U.K. to Sell 2037 I/L Bonds
IR 03/12 06:30 Ireland to Sell Bonds

UK 03/13 07:00 U.K. to Sell 1-Month Bills
UK 03/13 07:00 U.K. to Sell 3-Month Bills
UK 03/13 07:00 U.K. to Sell 6-Month Bills
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Global Auctions for the week of March 9 – 13 

Source: Bloomberg, Scotiabank Economics. 

A7 

Latin America 

Asia Pacific 

Country Date Time Event
CH 03/08 23:00 Agricultural Dev Bank to Sell 5-Year Bonds

AU 03/09 20:00 Australia Plans to Sell Index-Linked Bonds
CH 03/09 23:00 China to sell 3-Year Saving Bonds
CH 03/09 23:00 China to Sell 5-Year Saving Bonds

JN 03/10 04:00 Japan Auction for Enhanced-Liquidity
CH 03/10 23:00 China to Sell 5-Year Bonds

AU 03/11 19:30 Australia Plans to Sell AUD500 Mln 91-Day Bills
JN 03/11 23:35 Japan to Sell 3-Month Bill
JN 03/11 23:45 Japan to Sell 5-Year Bonds

AU 03/12 20:00 Australia Plans to Sell AUD700 Mln 2019 Bonds
NZ 03/12 21:05 New Zealand Plans to Sell NZD300 Mln Nominal Bonds

Country Date Time Event
BZ 03/10 11:15 Brazil to Sell I/L Bonds due 5/15/2019 - NTN-B
BZ 03/10 11:15 Brazil to Sell I/L Bonds due 5/15/2023 - NTN-B
BZ 03/10 11:15 Brazil to Sell I/L Bonds due 5/15/2035 - NTN-B
BZ 03/10 11:15 Brazil to Sell I/L Bonds due 5/15/2055 - NTN-B

BZ 03/12 11:15 Brazil to Sell Bills due 04/01/2016 - LTN
BZ 03/12 11:15 Brazil to Sell Bills due 07/01/2017 - LTN
BZ 03/12 11:15 Brazil to Sell Bills due 01/01/2019 - LTN
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Events for the week of March 9 – 13 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A8 

Latin America 

Asia Pacific 

North America 

Country Date Time Event
US MAR 08-10 NABE 2015 Economic Policy Conference

US 03/09 13:05 Fed's Kocherlakota Speaks to Bankers in Minneapolis
US 03/09 14:25 Fed's Mester Speaks on Economy, Monetary Policy in Washington
US 03/09 19:30 Fed's Fisher Speaks at Rice University on 10 Years at the Fed

Country Date Time Event
WW MAR 06-07 EU Foreign Ministers to Discuss Ukraine and Russia

EC 03/09 10:00 Euro Area Finance Ministers Meet in Brussels
EC 03/09 10:45 ECB Announces ABS/Covered Bond Purchases
EC 03/09 13:30 ECB's Weidmann Speaks In Zurich
EC 03/09 EU's Tusk Meets With President Obama in Washington

EC 03/10 04:00 EU Finance Ministers Meet in Brussels
EC 03/10 04:00 ECB's Executive Board Member Yves Mersch Speaks in Paris
EC 03/10 10:30 ECB's Nowotny Speaks in Panel Discussion in Vienna

EC 03/11 04:00 EU Finance Ministers Hold Meeting in Brussels
EC 03/11 04:00 ECB President Mario Draghi Speaks in Frankfurt
EC 03/11 04:30 ECB's Executive Board Member Praet Speaks in Frankfurt
EC 03/11 06:15 ECB's Liikanen Speaks in Frankfurt
EC 03/11 06:15 ECB's Nowotny Speaks in Frankfurt
HU 03/11 09:00 Hungarian Central Bank's Minutes

EC 03/12 03:45 ECB Executive Board Member Benoit Coeure Speaks in Paris
GE 03/12 06:30 Schaeuble Presents German 2014 Customs Report, Berlin
EC 03/12 15:00 ECB Executive Board Member Benoit Coeure Speaks in Paris

NO 03/13 05:00 Norway's Sovereign Wealth Fund Presents 2014 Report
RU 03/13 06:30 Key Rate
SW 03/13 Sweden Sovereign Debt to Be Rated by S&P
EC 03/13 European Union Sovereign Debt May Be Published by Moody's
SZ 03/13 Switzerland Sovereign Debt Rating May Be Published by Moody's

Country Date Time Event
CH MAR 02-14 Chinese People’s Political Consultative Conference

CH MAR 04-15 Premier Keqiang to Speak at National People's Congress

JN 03/08 21:00 BOJ Nakaso speaks in Matsuyama

NZ 03/10 17:00 N.Z. Government 7-Month Financial Statements
AU 03/10 18:05 RBA Assistant Governor Kent Speech

TH 03/11 03:30 BoT Benchmark Interest Rate
NZ 03/11 16:00 RBNZ Official Cash Rate
NZ 03/11 16:05 RBNZ Governor Wheeler News Conference
SK MAR 11-12 BoK 7-Day Repo Rate

Country Date Time Event
BZ 03/12 07:30 COPOM Monetary Policy Meeting Minutes
PE 03/12 19:00 Reference Rate
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Global Central Bank Watch 

NORTH AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Canada – Overnight Target Rate 0.75 April 15, 2015 0.75 --

Federal Reserve – Federal Funds Target Rate 0.25 March 18, 2015 0.25 0.25

Banco de México – Overnight Rate 3.00 March 26, 2015 3.00 --

EUROPE
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank – Refinancing Rate 0.05 April 15, 2015 0.05 --

Bank of England – Bank Rate 0.50 April 9, 2015 0.50 0.50

Swiss National Bank – Libor Target Rate -0.75 TBA -0.75 --

Central Bank of Russia – One-Week Auction Rate 15.00 March 13, 2015 14.00 14.00

Hungarian National Bank – Base Rate 2.10 March 24, 2015 2.10 1.90

Central Bank of the Republic of Turkey – 1 Wk Repo Rate 7.50 March 17, 2015 7.25 --

Sweden Riksbank – Repo Rate -0.10 April 29, 2015 -0.10 --

Norges Bank – Deposit Rate 1.25 March 19, 2015 1.25 --

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Reserve Bank of Australia – Cash Target Rate 2.25 April 7, 2015 2.00 2.25

Reserve Bank of New Zealand – Cash Rate 3.50 March 11, 2015 3.50 3.50

People's Bank of China – Lending Rate 5.35 TBA -- --

Reserve Bank of India – Repo Rate 7.50 April 7, 2015 7.50 --

Bank of Korea – Bank Rate 2.00 March 12, 2015 2.00 2.00

Bank of Thailand – Repo Rate 2.00 March 11, 2015 1.75 2.00

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

LATIN AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil – Selic Rate 12.75 April 29, 2015 12.75 --

Banco Central de Chile – Overnight Rate 3.00 March 19, 2015 3.00 --

Banco de la República de Colombia – Lending Rate 4.50 March 20, 2015 4.50 4.50

Banco Central de Reserva del Perú – Reference Rate 3.25 March 12, 2015 3.00 3.25

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank – Repo Rate 5.75 March 26, 2015 5.75 --

Fed speak is frontloaded next week with regional Fed presidents Kocherlakota (nonvoter), Mester (nonvoter) and outgoing Fisher (nonvoter) all on tap for 
Monday ahead of pre-FOMC meeting blackout period for communication which begins on Wednesday.  The key data risk is retail sales on Thursday 
followed by the U. of Michigan’s March consumer confidence indicator on Friday afternoon. Also, the Fed’s Labor Market Conditions Index (LMCI) will be 
updated on Monday but hasn’t been market-moving lately. So far, the BoC has no speeches up next week so the focus will completely be on the February 
jobs report on Friday -- arriving one week after the U.S. jobs data this month -- with some secondary focus on housing starts (Monday). 

The Central Bank of Russia (CBR) will announce a monetary policy decision on March 13th. Despite the fact that inflationary dynamics remain highly 
concerning, with the headline print coming in at 16.7% y/y in February up from 1.5% y/y in January, the deteriorating economic environment in Russia will 
likely prompt the CBR to continue to ease monetary policy. We expect the CBR will announce a 100 basis point interest rate cut at its next meeting, 
bringing its key one-week auction rate to 14%. 

Following changing views regarding the timing and speed of monetary policy adjustments by the US Federal Reserve, the Banco Central de Reserva del 
Perú will likely opt to further reduce its administered reference rate from 3.25% to 3.00% after its meeting on March 12th as a way of injecting additional 
stimulus into the economy. Monetary authorities continue to stress that the economic cycle remains weak and that headline inflation will remain within the 
official target this year. 

Thailand is currently facing deflationary headwinds, with the consumer price index contracting by 0.5% in February (a five-year low) largely due to the 
impact of lower oil prices. Weak domestic demand that has been hurt by months of political unrest as well as price controls implemented by the military 
administration is further contributing to an easing inflationary environment. Consumer confidence continues to deteriorate, contracting by 1.6% y/y in 
February. Accordingly, we expect the Bank of Thailand to cut the benchmark repo rate by 25 basis points following next week’s monetary policy meeting in 
an attempt to boost domestic demand dynamics and encourage business investment. Similarly, inflationary pressures in New Zealand and South Korea 
remain low, but still in positive territory. The Reserve Bank of New Zealand (RBNZ) will likely keep the benchmark overnight cash rate on hold for some 
time as indicated in the most recent monetary policy statement while a relatively high household debt burden in South Korea will likely deter monetary 
authorities from cutting rates further. Accordingly, we maintain our view that both the RBNZ and the Bank of Korea will keep the benchmark interest rates 
unchanged at 3.5% and 2.0%, respectively. 

North America 

Europe 

Asia Pacific 

Latin America 

Africa 

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

Canada 2014 14Q3 14Q4 Latest United States 2014 14Q3 14Q4 Latest
  Real GDP (annual rates) 2.5 3.2 2.4   Real GDP (annual rates) 2.4 5.0 2.2
  Current Acc. Bal. (C$B, ar) -43.5 -38.4 -55.7   Current Acc. Bal. (US$B, ar) -401
  Merch. Trade Bal. (C$B, ar) 4.4 10.6 -9.0 -29.4 (Jan)   Merch. Trade Bal. (US$B, ar) -736 -724 -741 -740 (Jan)
  Industrial Production 2.5 2.7 1.4 -2.2 (Jan)   Industrial Production 4.1 4.3 4.5 4.5 (Jan)
  Housing Starts (000s) 189 199 184 187 (Jan)   Housing Starts (millions) 1.00 1.03 1.06 1.07 (Jan)
  Employment 0.6 0.5 0.7 0.8 (Jan)   Employment 1.9 2.0 2.2 2.4 (Feb)
  Unemployment Rate (%) 6.9 7.0 6.7 6.6 (Jan)   Unemployment Rate (%) 6.2 6.1 5.7 5.5 (Feb)
  Retail Sales 4.6 4.8 4.4 4.0 (Dec)   Retail Sales 3.8 4.3 3.7 2.4 (Jan)
  Auto Sales (000s) 1849 1947 1916 1947 (Dec)   Auto Sales (millions) 16.4 16.7 16.7 16.2 (Feb)
  CPI 1.9 2.1 1.9 1.0 (Jan)   CPI 1.6 1.8 1.2 -0.1 (Jan)
  IPPI 2.5 2.7 1.4 2.2 (Jan)   PPI 1.9 2.5 0.8 -3.1 (Jan)
  Pre-tax Corp. Profits 9.0 10.0 6.7   Pre-tax Corp. Profits 10.0

Mexico
  Real GDP 2.1 2.2 2.6
  Current Acc. Bal. (US$B, ar) -26.5 -11.1 -21.2
  Merch. Trade Bal. (US$B, ar) -2.4 -6.1 -2.7 -39.0 (Jan)
  Industrial Production 1.9 2.0 2.4 3.0 (Dec)
  CPI 4.0 4.1 4.2 3.1 (Jan)

Euro Zone 2014 14Q3 14Q4 Latest Germany 2014 14Q3 14Q4 Latest
  Real GDP 0.9 1.0 1.0   Real GDP 1.6 1.2 1.5
  Current Acc. Bal. (US$B, ar) 313 383 427 432 (Dec)   Current Acc. Bal. (US$B, ar) 215.3 308.9 289.2 374.2 (Dec)
  Merch. Trade Bal. (US$B, ar) 320.9 329.8 367.8 372.5 (Dec)   Merch. Trade Bal. (US$B, ar) 306.9 320.3 314.5 326.0 (Dec)
  Industrial Production 0.6 0.5 -0.1 -0.2 (Dec)   Industrial Production 1.5 0.3 0.5 0.8 (Jan)
  Unemployment Rate (%) 11.6 11.5 11.4 11.2 (Jan)   Unemployment Rate (%) 6.7 6.7 6.6 6.5 (Feb)
  CPI 0.4 0.4 0.2 -0.6 (Jan)   CPI 0.9 0.8 0.5 0.1 (Feb)

France United Kingdom
  Real GDP 0.4 0.4 0.2   Real GDP 2.6 2.5 2.7
  Current Acc. Bal. (US$B, ar) 9.5 -16.6 (Nov)   Current Acc. Bal. (US$B, ar) -108.0
  Merch. Trade Bal. (US$B, ar) -39.9 -43.7 -33.9 -38.5 (Jan)   Merch. Trade Bal. (US$B, ar) -197.6 -211.1 -186.3 -190.6 (Dec)
  Industrial Production -1.1 -0.3 -1.3 -0.1 (Dec)   Industrial Production 1.4 1.0 0.8 0.5 (Dec)
  Unemployment Rate (%) 10.2 10.3 10.3 10.2 (Jan)   Unemployment Rate (%) 6.0 5.7 (Nov)
  CPI 0.5 0.4 0.3 -0.4 (Jan)   CPI 1.5 1.5 0.9 0.3 (Jan)

Italy Russia
  Real GDP -0.4 -0.5 -0.5   Real GDP 0.7
  Current Acc. Bal. (US$B, ar) 29.6 41.8 55.4 62.1 (Dec)   Current Acc. Bal. (US$B, ar) 42.7 6.4 10.5
  Merch. Trade Bal. (US$B, ar) 56.7 58.9 73.4 85.2 (Dec)   Merch. Trade Bal. (US$B, ar) 15.7 15.1 13.5 12.9 (Dec)
  Industrial Production -0.7 -1.1 -1.6 -0.2 (Dec)   Industrial Production -1.6 1.4 2.1 0.9 (Jan)
  CPI 0.2 0.0 0.1 -0.7 (Jan)   CPI 7.8 7.7 9.6 16.7 (Feb)

Europe 

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

Economic Statistics 

Source: Bloomberg, Global Insight, Scotiabank Economics. 
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    Asia Pacific 

Australia 2014 14Q3 14Q4 Latest Japan 2014 14Q3 14Q4 Latest
  Real GDP 2.7 2.7 2.5   Real GDP 0.0 -1.3 -0.4
  Current Acc. Bal. (US$B, ar) -40.3 -54.1 -39.1   Current Acc. Bal. (US$B, ar) 24.6 63.5 52.0 18.8 (Dec)
  Merch. Trade Bal. (US$B, ar) 12.6 2.6 5.1 -5.4 (Jan)   Merch. Trade Bal. (US$B, ar) -121.6 -111.4 -80.7 -41.2 (Jan)
  Industrial Production 4.2 4.1 3.3   Industrial Production 2.1 -1.1 -1.2 -1.3 (Jan)
  Unemployment Rate (%) 6.1 6.1 6.2 6.4 (Jan)   Unemployment Rate (%) 3.6 3.6 3.5 3.6 (Jan)
  CPI 2.5 2.3 1.7   CPI 2.7 3.3 2.5 2.4 (Jan)

South Korea China
  Real GDP 3.3 3.2 2.7   Real GDP 7.4 7.3 7.3
  Current Acc. Bal. (US$B, ar) 89.2 90.3 108.9 83.3 (Jan)   Current Acc. Bal. (US$B, ar) 213.8
  Merch. Trade Bal. (US$B, ar) 47.5 35.8 74.7 91.9 (Feb)   Merch. Trade Bal. (US$B, ar) 382.5 513.3 599.6 720.4 (Jan)
  Industrial Production 0.5 1.1 -1.7 -3.5 (Jan)   Industrial Production 7.9 8.0 7.9 7.9 (Dec)
  CPI 1.3 1.4 1.0 0.5 (Feb)   CPI 1.5 1.6 1.5 0.8 (Jan)

Thailand India
  Real GDP 0.7 0.6 2.3   Real GDP 6.9 8.2 7.5
  Current Acc. Bal. (US$B, ar) 14.2 -0.5 9.8   Current Acc. Bal. (US$B, ar) -10.1
  Merch. Trade Bal. (US$B, ar) 2.0 1.6 2.5 1.4 (Jan)   Merch. Trade Bal. (US$B, ar) -11.5 -12.4 -13.2 -8.3 (Jan)
  Industrial Production -4.6 -3.8 -2.1 -0.8 (Jan)   Industrial Production 1.4 1.3 0.5 1.7 (Dec)
  CPI 1.9 2.0 1.1 -0.5 (Feb)   WPI 3.8 3.9 0.5 -0.4 (Jan)

Indonesia
  Real GDP 5.0 4.9 5.0
  Current Acc. Bal. (US$B, ar) -26.2 -7.0 -6.2
  Merch. Trade Bal. (US$B, ar) -0.2 -0.2 -0.1 0.7 (Jan)
  Industrial Production 5.8 7.8 (Nov)
  CPI 6.4 4.4 6.5 6.3 (Feb)

Brazil 2014 14Q3 14Q4 Latest Chile 2014 14Q3 14Q4 Latest
  Real GDP -0.1   Real GDP 0.8
  Current Acc. Bal. (US$B, ar) -91.3 -77.6 -111.4   Current Acc. Bal. (US$B, ar) -6.7
  Merch. Trade Bal. (US$B, ar) -3.9 7.2 -12.9 -34.1 (Feb)   Merch. Trade Bal. (US$B, ar) 6.7 4.8 9.1 16.5 (Jan)
  Industrial Production -3.1 -3.8 -4.1 -4.7 (Jan)   Industrial Production 0.4 -0.9 -1.0 5.8 (Jan)
  CPI 6.3 6.6 6.5 7.7 (Feb)   CPI 4.4 4.7 5.3 4.4 (Feb)

Peru Colombia
  Real GDP 1.8   Real GDP 4.2
  Current Acc. Bal. (US$B, ar) -2.3   Current Acc. Bal. (US$B, ar) -5.0
  Merch. Trade Bal. (US$B, ar) -0.2 -0.1 -0.1 0.1 (Dec)   Merch. Trade Bal. (US$B, ar) -0.5 -0.4 -1.4 -1.5 (Dec)
  Unemployment Rate (%) 6.0 5.7 5.6 6.4 (Jan)   Industrial Production 1.3 1.2 0.3 2.1 (Dec)
  CPI 3.2 2.9 3.2 2.8 (Feb)   CPI 2.9 2.9 3.5 4.4 (Feb)

Latin America 

Economic Statistics 

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

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

Canada 14Q3 14Q4 Feb/27 Mar/06* United States 14Q3 14Q4 Feb/27 Mar/06*
BoC Overnight Rate 1.00 1.00 0.75 0.75   Fed Funds Target Rate 0.25 0.25 0.25 0.25
  3-mo. T-bill 0.92 0.92 0.58 0.60   3-mo. T-bill 0.02 0.04 0.01 0.01
  10-yr Gov’t Bond 2.15 1.79 1.30 1.62   10-yr Gov’t Bond 2.49 2.17 1.99 2.25
  30-yr Gov’t Bond 2.67 2.34 1.92 2.24   30-yr Gov’t Bond 3.20 2.75 2.59 2.86
  Prime 3.00 3.00 2.85 2.85   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 73.6 74.6 74.7 (Jan)   FX Reserves (US$B) 126.0 119.0 115.6 (Jan)

Germany France
  3-mo. Interbank 0.04 0.02 -0.01 0.00   3-mo. T-bill -0.03 -0.05 -0.12 -0.13
  10-yr Gov’t Bond 0.95 0.54 0.33 0.39   10-yr Gov’t Bond 1.29 0.83 0.60 0.69
  FX Reserves (US$B) 65.1 62.3 62.3 (Jan)   FX Reserves (US$B) 50.6 49.5 49.1 (Jan)

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 0.20 0.14 0.06 -0.06   3-mo. T-bill 0.51 0.44 0.43 0.45
  FX Reserves (US$B) 329.4 327.7 329.0 (Jan)   10-yr Gov’t Bond 2.43 1.76 1.80 1.95

  FX Reserves (US$B) 94.4 95.7 98.7 (Jan)

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 2.50 2.50 2.25 2.25
  3-mo. Libor 0.05 0.05 0.03 0.03   10-yr Gov’t Bond 3.48 2.74 2.46 2.64
  10-yr Gov’t Bond 0.53 0.33 0.34 0.40   FX Reserves (US$B) 50.1 50.8 50.8 (Dec)
  FX Reserves (US$B) 1234.4 1231.0 1230.1 (Jan)

Exchange Rates (end of period)

USDCAD 1.12 1.16 1.25 1.26   ¥/US$ 109.65 119.78 119.63 120.95
CADUSD 0.89 0.86 0.80 0.79   US¢/Australian$ 0.87 0.82 0.78 0.77
GBPUSD 1.621 1.558 1.544 1.507   Chinese Yuan/US$ 6.14 6.21 6.27 6.26
EURUSD 1.263 1.210 1.120 1.086   South Korean Won/US$ 1055 1091 1098 1099
JPYEUR 0.72 0.69 0.75 0.76   Mexican Peso/US$ 13.429 14.752 14.950 15.464
USDCHF 0.96 0.99 0.95 0.99   Brazilian Real/US$ 2.447 2.658 2.841 3.060

Equity Markets (index, end of period) 

  United States (DJIA) 17043 17823 18133 17957   U.K. (FT100) 6623 6566 6947 6912
  United States (S&P500) 1972 2059 2105 2080   Germany (Dax) 9474 9806 11402 11551
  Canada (S&P/TSX) 14961 14632 15234 15005   France (CAC40) 4416 4273 4951 4964
  Mexico (IPC) 44986 43146 44190 43313   Japan (Nikkei) 16174 17451 18798 18971
  Brazil (Bovespa) 54116 50007 51583 49995   Hong Kong (Hang Seng) 22933 23605 24823 24164
  Italy (BCI) 1119 1038 1216 1232   South Korea (Composite) 2020 1916 1986 2013

Commodity Prices (end of period)

  Pulp (US$/tonne) 1030 1020 1010 1010   Copper (US$/lb) 3.06 2.88 2.67 2.64
  Newsprint (US$/tonne) 605 595 590 590   Zinc (US$/lb) 1.04 0.98 0.93 0.90
  Lumber (US$/mfbm) 340 340 300 295   Gold (US$/oz) 1216.50 1206.00 1214.00 1175.75
  WTI Oil (US$/bbl) 91.16 53.27 49.76 49.83   Silver (US$/oz) 17.11 15.97 16.53 15.99
  Natural Gas (US$/mmbtu) 4.12 2.89 2.73 2.85   CRB (index) 278.55 229.96 224.08 264.18

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