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A Nobel Prize Wouldn’t Help 

 Please see our full indicator, central bank, auction and event calendars on pp. A3-A10. 
 

Canada — Spending Thanksgiving With The Bank of Canada 

Canada-watchers will be focused on potentially significant Bank of Canada 
communications and limited data risk. 

Domestic Canadian market participants will likely wish to guard their 
positions or arrange contingency coverage abroad and more than 
usually so into the Thanksgiving Weekend. That’s because BoC Governor 
Stephen Poloz speaks twice including once on Saturday in Lima at the annual 
meetings of the World Bank, IMF and IIF, and then again in Washington on 
Monday. He will deliver the same speech twice, but the possible twist is that 
he won’t take audience Q&A the first time but will after the second delivery. 
The topic will be “Integrating Financial Stability Into Monetary Policy.”   

This is discussed in greater depth in an article elsewhere in this issue of our 
weekly.  A neutral to dovish speech tone would imply a “long pause” theme that 
is open to doing more if needed but cautious in tone. A hawkish case for his 
comments would emphasize material upsides to the BoC’s forecast for Q3 GDP 
growth to come in at 1.5% (chart 1), and higher and not-so-transitory core 
inflation readings this year. The dovish case is that Poloz could continue to de-
emphasize inflation risks as transitory while the inflation targeting framework 
must incorporate financial stability considerations. Our team’s house forecast 
doesn’t view such inflation readings as transitory with headline CPI projected to 
rise to 1.6% y/y in the first quarter of next year and end the year at 2.2% while core inflation remains at or slightly 
above 2% throughout. Regardless, the speech topic's emphasis upon stability issues is likely to concentrate upon 
inflated housing markets at all-time highs across every measure of activity, price and leverage, as well as the energy 
sector which is under a financing squeeze that is driving consolidation pressures as the stronger take out the weaker.  

Data risk will focus on Friday’s manufacturing shipments for August. 
Since it is an estimate of the change in the dollar value — not the volume 
— of shipments that gets the most attention, the already-known export 
figures for that month suggest a bearish outcome. So does a large gain in 
each of June and July with the expectation that some of this will be 
unwound. The sharp drop in the value of exports was distributed across 
energy, metals, industrial chemicals and aircraft. Note, however, that key 
manufacturing categories like autos and parts, and electrical equipment 
were solid and could insulate somewhat against downside risks. We also 
do not know the performance of domestic manufacturing sales until we 
get the report itself and infer domestic versus foreign sources of strength 
or weakness. Finally, as we noted here, the trade figures were not 
anywhere nearly as bad as the headline trade deficit figure suggested. 

Existing home sales never catch market attention in Canada but will be 
watched by housing observers on Friday. Sales in the Greater Toronto 
Area were up by 2.5% y/y in September for the strongest September 
ever (usually a somewhat low point). Prices were up by as much as 11% for a detached home (to C$820,000) to 
as little as 5% for a condo ($386,000). Sales in Vancouver were up by 14.5% y/y in September. Low rates, solid 
job markets, leverage, and foreign appetite are driving housing markets to new inflated heights in 2015. 

Canada conducts a 5 year auction on Wednesday. 

Derek Holt 416.863.7707 
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United States — Fed Must Address What ‘Some’ Labour Market Progress Means 

Key consumer and factory figures will be the focal point in US markets alongside even more Fed speak over the 
course of the week.  

Four voting FOMC officials speak over the course of the week and so do two alternates who are waiting 
in the wings to commence voting status in January. Several of these will be key addresses. Each of 
Governor Brainard, Chicago Fed President Evans, and Atlanta Fed President Dennis Lockhart deliver policy 
outlook speeches all on Monday at this conference before the week’s data arrives. NY Fed President William 
Dudley speaks about how to determine the appropriate level of interest rates at the Brookings Institution on 
Thursday. In a recent Q&A with the Wall Street Journal, Dudley noted that the traditional Taylor Rule suffers 
from its lack of forward-looking inputs and the lack of any emphasis upon financial stability considerations. St. 
Louis Fed President James Bullard and Cleveland Fed President Loretta Mester also speak, and the Fed’s 
Beige Book of regional conditions will be released mid-week. A key issue is what is meant by ‘some’ further 
progress in labor markets as a requirement before hiking. Thus far, this has only been addressed by San 
Francisco Fed President John Williams who has stated that 100,000-150,000 newly created jobs per month is 
good enough for him and he is a voting member for two more meetings. 

Wednesday’s retail sales release should get a lift from the highest auto sales volume in a decade as September’s 
numbers climbed by about 2% m/m, but lower gasoline prices will exert somewhat offsetting pressures. To date, 
there has been muted evidence that households are spending gasoline savings, modest wage gains, and 
somewhat easier credit access on core retail sales ex-autos and ex-gasoline. That may be pent-up spending 
waiting to be unleashed into the key holiday spending season which lies ahead, but only time will tell. 

Headline CPI inflation may turn negative in year-ago terms when September’s figures are released on 
Thursday. Lower gasoline prices in September would be a culprit. Core prices excluding food and energy, 
however, are expected to remain resiliently higher at 1.8% y/y. Shaking out the base effect of lower energy 
prices is expected to put upward pressure on inflation readings into early next year. 

Industrial sector readings will include industrial production for September that is expected to put in a second 
consecutive decline, and the Philly Fed metric for October which consensus thinks returned to no growth from a 
contractionary reading the prior month. Again, we caution that industrial readings may be currently soft because of 
anticipatory stockpiling of inventories over the summer as the economy regained momentum following softness 
earlier in the year. For now, that should moderate any tendency to believe the US industrial sector has fallen into a 
renewed and long-lived swoon. 

The University of Michigan’s consumer sentiment reading for October 
and foreign net transactions in US securities round out next week’s 
information flow. 

Asia — China’s Economy Will Be The Week’s Key Focal Point 

China will be a key focal point in global markets and across regional 
Asian markets that will also have significant local market risks to digest. 

Are Chinese exports still falling at a relatively rapid year-ago clip?  
The print for September arrives early in the week and consensus 
thinks that yes, indeed, they are still falling at about a 6% y/y pace. 
The outlook for China’s current account balance and the narrower 
trade account balance may remain bearish for some time. Witness one 
of our favourite China charts that shows the most relevant measure of 
the currency — adjusted for relative rates of inflation at home and 
abroad and trade-weighted — plotted alongside China’s current 

Derek Holt 416.863.7707 
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account balance as a share of GDP over time (chart 2). Notwithstanding the devaluation in August, China’s 
currency is still lofty and will probably carry further negative effects on trade competitiveness for a while yet. A 
combination of an unwillingness to import tighter US monetary policy through the yuan-dollar peg, growth 
worries, and financial reforms are likely to lead to further currency devaluations. While the pace of decline in 
China’s reserves from about US$4 trillion over a year ago to US$3.5 trillion last month may slow compared to 
the steep drop in August when the central bank sold USD to buy yuan and set a floor following devaluation, 
China is at risk of eating up more of its reserves for a long time yet. In some sense this is part of the required 
global rebalancing argument toward redeploying stockpiled, hoarded savings but the pace at which this 
adjustment occurs will create ongoing volatility. 

China also releases aggregate financing figures for September but 
the release schedule is rather opaque. It is one of three measures 
cited in the past by Premier Li as being useful gauges of underlying 
growth compared to ‘manmade GDP’ along with electricity 
consumption and railcar loadings. Therefore what happens to 
aggregate financing will further inform the views of people who believe 
such metrics to be more accurate reflections of underlying growth in 
China’s economy. China bears subscribe to this line of reasoning. We 
don’t. A weighted composite of Premier Li’s preferred growth readings 
and is currently being dragged down by railcar loadings within an 
ambiguous weighting methodology even as other components like 
electricity production are quite strong this year (chart 3). The weighted 
composite of these three readings also throws off far more misleading 
signals about underlying growth than GDP. One example being that 
an index of Premier Li’s preferred measures showed modest growth 
of 2.6% in late 2008 and then soared by 27% a year later; skeptics, 
like us, suggest it’s largely impossible for a large economy like China 
to have truly experienced such a massive swing in growth. Further, 
the trio of alternate readings discounts the fact that the Chinese 
economy is changing significantly more toward services and away from manufacturing as our economists 
Frances Donald and Tuuli McCully like to emphasize. We’ll take GDP, as imperfect as it may be everywhere. 

Also note that China’s CPI figures arrive early in the week. They have been under modest upward pressure 
this year largely due to some food prices like pork that have masked other areas of underlying softness. 
Consensus thinks the September reading may signal a plateau at about 2% y/y at which point it is expected to 
ride along at a similar pace throughout next year. 

A pair of regional rate decisions will be delivered by Bank Indonesia and the Bank of Korea. Since its last 
meeting on the same day as the September 17th Fed decision, Indonesia’s rupiah has outperformed other 
regional FX crosses and has gained almost 5% versus the USD. Bank Indonesia’s reference rate has been on 
hold since February as import price pressures stemming from prior depreciation in the rupiah served as a policy 
constraint. Since then, inflation appears to have crested and dropped a touch to 6.8% y/y which may gradually 
connote greater policy flexibility. Ditto for the Bank of Korea as the won has appreciated by over 2% versus the 
USD since its last decision about a week before the Fed.  

Similar to some other resource-producing nations, Australia’s job market has been remarkably resilient this year. 
The country has created 167,000 jobs so far in 2015 with September’s update to be released on Wednesday.  

Also watch for export figures out of India and Indonesia following recent upside to Malaysia’s figures. New 
Zealand CPI for Q3, India’s CPI inflation rate for September and industrial production for August, and stale 
minutes to the Bank of Japan’s meeting on September 15th (they’ve since had another) will complete the main 
regional risks. 

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 
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Europe — Inflation Watch 

Europe won’t be the center of global action next week, and will be left to trade mostly off of developments abroad. 

The final estimate of Eurozone CPI is subject to potentially significant revision risk on Friday. That’s 
because the preliminary estimate is released before we get France’s numbers that arrive next Wednesday, and 
the countries that have already released will issue revisions next week including Germany, Italy, and Spain. 

Second, investor sentiment will be gauged by the ZEW reports on Tuesday. Investors are fairly confident in 
the present, but worried about the future. That may or may not mean anything given the ZEW surveys’ volatility 
and tendency to throw false signals or be too reactive to current headlines. Nevertheless the risks have merit — 
and include spillover effects from China on German companies as well as VW’s problems. The fact that the risks 
are not all negative would include reference to sharp euro depreciation over time, lower commodity prices and 
low bond yields offer growth supports. Nevertheless, the tone of 
recent data on industrial production and factory orders has been soft 
and suggestive of knock-on effects from China and emerging 
markets. It’s important not to overreact to a small sampling of soft 
prints, particularly if underlying growth drivers may be more 
constructive into 2016. For now, however, a soft ZEW print would be 
taken as the latest evidence of near-term worries. 

Third, UK markets will be sensitive to Tuesday’s inflation figures 
covering the month of September and lagging behind the rest of 
Europe. If the European readings are any indication of what to expect 
(given we already know the September EC-wide reading) then the 
risk is toward additional downward pressure on UK headline inflation 
following a 0% y/y reading in August (chart 4). Markets would likely 
take that as additional reason to doubt BoE guidance to expect rate 
hikes to commence fairly soon into 2016. 

EC add-ups for trade and industrial output round out the hits. 

Lastly, economics junkies may be interested in Monday’s award of the 
Nobel Prize in Economics in Stockholm. I recall a prof of mine saying 
about 25 years ago that they should start awarding second prizes to 
people who have already won it once. I won’t hold my breath, but I’m 
also not sure that a Nobel prize would help in today’s global economy 
and markets. Sir Richard Blundell is thought to be a candidate for 
work on labour markets and consumer demand, but there are other 
candidates. Chart 5 plots the changing value of the prize after 
adjusting for inflation back to the USD and CAD at spot rates indexed 
to 1950 = 100. 

Separately a focus upon Latin America will include weekend meetings 
of the IMF and World Bank in Lima Peru, as well as rate decisions 
due out of Chile and Peru — both on Thursday. Chile is expected to 
hike 25bps while Peru is expected to hold. 
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The Trans-Pacific Partnership Advances — A Canadian Perspective 

Multi-party negotiations on the Trans-Pacific Partnership (TPP)1 were concluded on October 5. The agreement 
now requires legal review and ratification by each member country before implementation. Based upon 
summary information available, with the full text still to come, this report offers a preliminary discussion of the 
TPP’s proposed provisions for Canada. The TPP’s breadth suggests both change and opportunity for Canada, 
as illustrated by the following highlights.   

 The majority of existing tariffs on a wide range of Canadian merchandise exports to TPP members would 
be eliminated immediately upon the TPP’s entry into force.  

 Canada’s direct investments across the EU-28 and the TPP would be assured equitable treatment when 
the Comprehensive Economic Trade Agreement (CETA) and the TPP are in force. 

 The TPP’s “negative list” approach to both direct investments and services exports should accommodate 
significant change over time.  

 

Once implemented, Canada’s negotiated free trade agreements 
will cover more than 60% of the global economy, the largest share 
among the G7. The proposed TPP agreement adds to the 
Comprehensive Economic Trade Agreement (CETA) with the EU-28 
(still to be ratified) and a number of bilateral arrangements (Chart 1). 
The TPP is expected to spur change in Canada’s trade-oriented 
economy. Its anticipated benefits are likely to be two-fold: greater 
integration into the Asia-Pacific bloc; and, some protection plus 
expansion of its NAFTA ties. With almost all of Canada’s oil & natural 
gas, motor vehicles & parts and power exports currently shipped to 
the U.S., the challenge remains broadening our international sales in 
terms of products and geographic markets (Chart 2).  

As a second generation trade agreement similar to CETA, the 
TPP’s preferential market access extends beyond tariff reductions to 
provisions affecting all aspects of the members’ economies. The 
TPP’s “national treatment” clause assures that almost all TPP 
products and services are treated equally in every member nation. 
The TPP addresses non-tariff hurdles, mandating: transparent import 
and export licensing; more efficient, predictable customs 
administration (a major assist for small-and mid-sized exporters); 
and, greater regulatory alignment, including recognizing equivalent 
standards among members.  

Among the twelve TPP members, differences are pronounced, 
including their varied stages of economic development. The 
agreement’s labour and environmental sections should help to level 
the TPP playing field. For labour, in addition to enforceable 
commitments to promote internationally recognized labour principles 
and standards, the right to freedom of association and collective 
bargaining are incorporated. For the environment, stepped-up 
protection  enforced by members’ legislation is planned across the 
TPP.  
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Tariff Reduction  

The TPP will eliminate tariffs on all of Canada’s industrial product 
exports, pharmaceuticals and medical devices, many resource-based 
products and a range of consumer goods — in many instances 
immediately upon the agreement’s entry into force. For some of 
Canada’s exports, phasing out the tariff over a period of up to ten 
years could extend the adjustment beyond 2025, and for a few 
exports, the phasing out period is up to 20 years. For the large 
industrialized economies, notably Japan, Australia and New Zealand, 
the majority of existing tariffs are in the 5% range. For smaller 
emerging economy TPP members, such as Vietnam and Malaysia, 
existing tariffs are frequently up to 15%-30%, but higher for specific 
products, such as the tariff of up to 70% currently levied on Canadian 
construction equipment entering Vietnam.  

Canadian exports receiving relatively quick and significant tariff 
reductions include: most fish and seafood, bolstering coastal 
fisheries; wheat, barley and canola oil, assisting the Prairies; and a 
range of forestry and value-added wood products, helping many provinces including British Columbia, Ontario, 
Quebec and New Brunswick. Scaled-back tariffs also are encouraging for Canada’s mining sector, particularly 
for the aluminum industry in Quebec and B.C. with Japan’s and Australia’s tariffs of up to 7.5% and 5%, 
respectively, eliminated upon the TPP agreement’s entry into force.  

Canadian markets for international industrial goods already are quite open, similar to many other 
established economies. Canadian manufacturers are currently estimated to save more than $400 million annually 
from the removal of tariffs since 2009 on their imports of machinery & equipment and production inputs (Chart 3).  

For motor vehicles, under the TPP Canada will gradually phase out its current 6.1% tariff on passenger vehicle 
imports with two modest cuts to 5.5% and 5.0% in years one and two, followed by reductions to 2.5%, 2.0% and 
then 0% in the following three years. In Canada’s free trade agreement with Korea, Canada’s 6.1% tariff on their 
vehicles is being phased out over three years. Canada and Japan have bilaterally agreed upon a special motor 
vehicle safeguard mechanism and an accelerated dispute mechanism for the industry. For the first six years after 
Canada’s motor vehicle tariff is eliminated, non-compliance with TPP and bilateral obligations can trigger a “snap-
back” in Canada’s tariff to the existing rate for 100 days. The United States has agreed to a 25-year phase-out of its 
current 2.5% tariff on autos produced outside NAFTA and a 30-year elimination of its 25% tariff on imported trucks.  

The rules of origin for vehicles exported to countries within the TPP are set at 45% of the cost of the vehicle, 
a compromise between NAFTA’s existing 62.5% threshold and Japan’s requested 30% minimum. For most 
vehicle parts, TPP-originating content must total 45% or 40% of their cost, depending upon the type of part. To 
assist the motor vehicle sector, a Conservative election promise is a $1 billion ten-year top-up to the existing 
Automotive Innovation Fund, to provide grants of up to $100 million annually for a new assembly factory or 
investment in an existing facility, non-repayable if the corporate commitment is long-term.  

For supply-managed producers and processors, a government transition program of $4.3 billion over 15 
years, including a $2.4 billion Income Guarantee Program, is provided. Phased in over five years, increased 
imports as a share of Canada’s current annual production will be 3.25% for dairy (the majority of additional milk 
and butter to be directed to value-added processing), 2.3% for eggs, and 2.1% and 2.0% for chicken and turkey.  

Encouraging Canadian Direct Investment and Services Exports 

A rules-based framework anchors the TPP’s investment liberalization, assuring Canadian investments in 
TPP countries of equitable and non-discriminatory treatment. Protection from expropriation without prompt and 
adequate compensation is outlined. This section addresses Canada’s lack of investment agreements with all 
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TPP members except the U.S., Mexico, Peru and Chile, and opens 
the door to greater foreign affiliate activity. The TPP also limits the 
ability of its members’ governments to hinder investment or distort 
trade through state enterprise ownership. The Investment Canada Act 
will be a part of the TPP framework, maintaining Ottawa’s ability to 
review certain foreign investments.  

Canada’s services sector, reporting growth in export receipts from 
2003 to 2013 of  2.8% annually to the U.S., but more than 7% across 
other TPP members (Chart 4), should  benefit from the TPP’s “negative 
list” approach. Barring limited exemptions, Canada’s services and its will 
receive TPP preferential access as they evolve over time. Provisions 
such as temporary entry for business personnel to facilitate investments 
and the delivery of services will facilitate our knowledge-intensive service 
exports, notably engineering, architecture, information management, 
environmental protection, and mining & energy development. With the 
TPP provisions broader than NAFTA’s for a number of services, Canada  
would be at a disadvantage in either the U.S. or Mexican markets selling these services relative to other TPP 
members if Canada does not ratify the TPP and the TPP agreement is implemented.2 

The TPP will enhance the ability of Canada’s financial institutions to help their domestic and international 
clients take advantage of this new expanded marketplace. The TPP includes a “prudential carve-out” to allow 
each member’s financial authorities to take measures to protect the soundness of their respective financial 
systems. A Financial Services Committee is expected to facilitate ongoing financial services collaboration 
across the TPP.  

With respect to government procurement, the TPP maintains Canadian governments’ ability to achieve 
public policy objectives in areas such as environmental sustainability in an open procurement process. It also 
expands Canada’s access to government procurement contracts namely in Australia, Brunei, Malaysia and 
Vietnam and at the sub-national level in Chile and Peru. 

The TPP’s dispute resolution provisions are broadly similar to CETA’s. They include a framework for 
resolving disagreements between states and access to an independent international investor-state dispute 
settlement mechanism  that will allow private companies to contest decisions by a TPP government.   

Looking Forward 

An accurate assessment of the TPP’s impact, beyond the overall importance of Canada’s participation, 
awaits the release of the agreement’s full and final text. Implementation, after each member’s ratification, 
likely remains several years away. On a deal that took half a decade of negotiations, Japan’s Parliamentarians 
will be burdened with multiple issues. The U.S., with Congressional debate to date deeply divided on freer 
trade, will follow the multi-stage process outlined in this summer’s Trade Promotion Authority legislation, as 
the November 2016 elections draw closer.  

In Canada, the current federal election debate has revealed the NDP party’s reservations about the TPP 
agreement. Canada’s multi-step ratification process involves submissions to the federal Treasury Board, two 
pieces of legislation (the treaty itself and the implementing legislation), a waiting period of at least 21 sitting 
days, followed by the actual passage of the legislation through the House of Commons and the Senate.   

The TPP, by design, is a living agreement, to be updated as appropriate. Already, a number of nations are 
interested in joining the TPP down the road, including the Philippines, Taiwan, Colombia, Thailand, Indonesia 
and Cambodia. In Canada, as discussion of the TPP continues, positioning our nation to take advantage of 
second-generation trade agreements should yield significant benefit.  

2 
TPP obligations will build upon and not adversely affect Canada’s privileges under past free trade agreements such as NAFTA.  
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China’s Auto Sales Tax Cut Is A Key Positive For Growth 

 China’s auto sales tax cut is a key economic and policy move worth monitoring. 

In an effort to revive the country’s auto sector, China’s State Council 
announced on September 30th that the sales tax on the purchase of 
vehicles with engine capacity of less than 1.6 liters (i.e. most 
passenger cars) would be halved, from 10% to 5%. This reduction 
took effect on October 1st, and will remain through to the end of 2016. 
The move may seem minor, but it has important economic and policy 
implications worth recognizing in the broader China context.  

China’s auto industry has experienced rapid growth over the past 
decade, with sales volumes surpassing the United States in 2009 to 
become the world’s largest auto market. Car purchases year-to-date 
remain on a record-setting pace and we forecast annual sales, 
including SUVs, will reach 19 million by the end of 2015 (chart 1). 
However, more recently, concerns about the sector have risen as the 
momentum behind purchases and output has moderated. Passenger 
car purchases y/y fell into negative territory in June of this year and 
were at –3.4% y/y in August. While it’s true that most economic 
activity indicators have softened this year, car sales have been 
particularly weak in recent months, substantially underperforming 
overall retail sales growth of +10.8% y/y (chart 2). 

The tax cut may initially appear to be a narrow fiscal target, but our 
sense is that the move is intended to stimulate broader economic 
growth. It also highlights the importance of the auto industry to the 
Chinese economy. We estimate that auto sales and production 
account for more than 10% of the economy. More than 70% of all 
passenger vehicles sold in China have engine capacity of less than 
1.6 liters, so the tax cut is well targeted to hit the majority of the sector. 
From a demand-side perspective, there is plenty of capacity for the 
industry to grow domestically: the G7 average car ownership rate 
currently runs at 689 per 1,000 people, while China currently has only 
104 cars per 1,000 people. From a supply-side perspective, vehicle 
sales have increased at a double-digit pace over the past decade and 
automakers continue to add capacity in China, leading to the risk of 
significant excess capacity if sales stall for an extended period.  

History also suggests that car sales will improve following a tax cut. In January of 2009, China similarly halved the 
sales tax on passenger cars from 10% to 5% to bolster a weak market. Sales immediately jumped 19% m/m, and 
vehicle sales turned from a negative year-over-year performance in the final months in 2008 to full-year growth of 
53% in 2009. While the impact will likely be more subdued in this slower growth environment, we expect the tax 
cut to help support the purchase of at least an additional one million vehicles.  

From a policy perspective, the tax cut is significant for three reasons. First, the move emphasizes 
policymakers’ ongoing focus on the auto sector as a key driver of growth and employment. Last month, the  
PBOC cut the required reserves ratio (RRR) for auto-financing firms by 350 bps, much more than the 50bps 
cut for banks. Second, the tax cut is an example of policymakers relying more directly on fiscal stimulus to 
bolster growth, consistent with their goals of deleveraging. Moreover, the expiry date on the stimulus, valid 
only until December 2016, is clearly intended to create an immediate jumpstart to growth. Third, the move 
signals increased emphasis on the consumer as the next driver of growth, targeting underlying demand as 
opposed to, for example, cutting the RRR for financing firms, a supply-side maneuver.  
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Internationalization Of The Chinese Renminbi  

 The internationalization of the renminbi integrates China into the world economy, with 
China’s recently announced RMB-denominated oil contract serving as a leading 
example.  

China remains committed to opening its economy and one of the key 
steps in this process is the gradual internationalization of the Chinese 
renminbi (RMB). Policymakers’ firm commitment to their structural 
reform agenda was demonstrated by the August reform of the 
exchange rate fixing mechanism, which resulted in a more market-
driven valuation of the currency. This is a necessary step in the process 
of liberalizing the exchange rate regime and eventually removing the 
capital controls that have kept China’s economy somewhat 
disconnected from the rest of the world. Even though the liberalization 
of the RMB is still in its early stages, it is an inevitable development; it is 
also worth considering what it means in practice. This brief 
backgrounder aims to provide an overview of some of the potential 
benefits and costs associated with the currency’s internationalization, 
and also looks at a recent parallel and complementary development in 
the energy market.  

The benefits associated with reducing stringent controls of currency 
flows in and out of the country revolve around 1) concrete efficiency 
gains, which are closely tied to the opening of the capital account in the 
country’s balance of payments, and 2) soft power or status gains related 
to China’s role on the world stage. Some examples of these benefits 
include: 

 Promoting China’s economic development and making it easier 
to do business for the world’s multinationals by integrating China 
more tightly into the global economy.  

 Reducing transactional business costs and lowering exchange 
rate risk on the back of Chinese companies’ ability to use the RMB 
freely as a settlement currency for trade and financial transactions, 
which is particularly important given that China is the world’s largest 
trader of goods (see charts).  

 Encouraging financial market development through the broader 
use of China’s currency, tighter global financial linkages, and 
increased market participation.  

 Enhancing Chinese companies’ access to funding given that they would be able to raise capital in 
renminbi at a lower cost on the back of higher foreign demand for RMB-denominated securities.  

 Easing the expansion of Chinese firms and investment globally, furthering the ongoing trend of 
China being an increasingly important source of foreign direct investment in the world.  

 Bolstering China’s political and economic clout as the internationalizing brings the RMB one step 
closer to potentially becoming one of the major reserve currencies, a status reserved exclusively for the 
currencies of the world’s most powerful financial and economic centres. The launch of the Asian 
Infrastructure Investment Bank will compliment this shift. 
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These economic benefits are accompanied by costs, which include: 

 Weakening of the People’s Bank of China’s power to direct the value of the currency, thereby 
complicating the conduct of its monetary policy and limiting the government’s capacity to artificially 
influence export sector performance. Arguably, this higher transparency will likely be seen as a benefit to 
the rest of the world.  

 Accentuating financial market instability during the transitional period between the current order and a 
fully global Chinese currency.   

 Placing a greater burden on China that stem from higher expectations that Chinese policymakers 
will assist in times of elevated economic uncertainty, given its new economic and political power (the 
“with great power comes great responsibility” drawback).  

Chinese RMB-Denominated Crude One More Step In Global Currency Push  

The implications of this push for the internationalization of the RMB 
can be seen in many sectors, but energy is particularly illustrative. 
China is planning to roll out an oil futures contract (likely later 
this year) that will be settled in China on the Shanghai 
International Energy Exchange (INE) and, most importantly, 
denominated in RMB, a nascent sign that the traditionally 
monopolistic role of the US dollar in the pricing of crude oil may be 
challenged. The eventual shift to an Asian crude benchmark makes 
sense and may be inevitable, particularly given China’s increasingly 
dominant role as the primary source of marginal crude oil demand. 
China recently surpassed the United States as the largest net-
importer of petroleum and is on the verge of solidifying its position 
as the largest importer of crude oil as well, a dramatic shift from the 
historical norm (see chart). 

Admittedly, this could be much ado about nothing and there are 
significant hurdles that must be overcome in order for China’s 
currency to begin chipping away at the entrenched “petrodollar” 
system. In many ways, this contract is a bet on financial reform in 
China. Contracts like this will gradually introduce elements of 
developed financial markets, assisting the rollout and testing of new financial regulatory frameworks, but the 
eventual success of the contract itself — and the potential for it to emerge as a new benchmark for the pricing 
of crude east of the Suez (a role that the Dubai benchmark currently fills) — will hinge of how quickly and 
effectively China’s financial system is liberalized.  

In the short term, it is hard to see how this contract will serve as little more than an oil-linked currency play 
between the RMB and the USD, but any steps of this kind are bound to be incremental. Even if the new 
contract’s RMB denomination initially serves as a mere currency conversion annoyance for energy firms 
operating in Asia, it will force them to hold and interact with China’s currency in a new way, breeding familiarity 
and comfort. Only time will tell if this new Chinese contract can attract sufficient liquidity to materially 
challenge the Brent/WTI dollar-linked pricing hegemony; if it is successful in this regard, it may also pave the 
way for a proliferation of RMB-denominated commodity benchmarks. 

ASIA 
  Tuuli McCully 416.863.2859 

tuuli.mccully@scotiabank.com 
Rory Johnston 416.862.3908  

rory.johnston@scotiabank.com 

0

2

4

6

8

10

12

14

Jul-05 Jul-07 Jul-09 Jul-11 Jul-13 Jul-15

US Crude

China Crude

US Petroleum

China Petroleum

US & China Net Petroleum Imports

Note: 3-month moving average; Petroleum = crude 
& petroleum product aggregate. 
Source: Scotiabank Economics, EIA, China 
Customs.

Mbpd

Chart 3 



Economics 

Global Views 
  

October 9, 2015 

12 

 

  

 

Spending Thanksgiving With Bank Of Canada Governor Stephen Poloz 

 Two weekend speeches may inform expectations for the BoC’s October 21st meeting. 

What will Governor Poloz say when he speaks twice over the Canadian Thanksgiving long weekend?  They will 
be the last scheduled speaking engagements by the Governor or any other BoC official before the 
communications black-out period starts next Wednesday ahead of the BoC statement, revised forecasts and full 
Monetary Policy Report a week later. If the BoC has something to say before October 21st then it will come 
out this weekend. The advantage will go to offshore financial centres that will react to Poloz’s remarks before 
local accounts return to work Tuesday morning. 

The first speech will be delivered Saturday in Lima at the annual meetings of the World Bank, IMF and IIF, and 
then again in Washington on Monday. He will deliver the same speech twice, but the possible twist is that he 
won’t take audience Q&A the first time but will after the second delivery. The topic will be “Integrating Financial 
Stability Into Monetary Policy.”   

The Governor is likely to follow a delicate balancing act. Some possible points of emphasis could include: 

 He may acknowledge upsides to the BoC’s forecast for Q3 GDP growth to come in at 1.5% (chart 1). See 
more below. 

 He could continue to de-emphasize inflation risks as transitory while the inflation targeting framework must 
incorporate financial stability considerations. Our team’s house forecast doesn’t view such inflation readings 
as transitory with headline CPI projected to rise to 1.6% y/y in the first quarter of next year and end the year 
at 2.2% while core inflation remains at or slightly above 2% throughout.  

 Regardless, the speech topic's emphasis upon stability issues could concentrate upon inflated housing 
markets and the energy sector which is under a financing squeeze that is driving consolidation pressures. 

Growth Is Coming On Stronger... 

With two-thirds of the current quarter’s monthly trade figures in the 
bag, merchandise export volumes are tracking about 10% higher at an 
annualized rate and import volumes are relatively flatter. If that sticks 
and service sector exports continue to be relatively stable from month 
to month, then with all else equal across other components of our 
base case forecast this would mean Q3 GDP growth tracking of about 
3% or slightly higher (see chart 1 again).  

There is still a lot of data yet to unfold for Q3 across all sectors of the 
economy and so a more conservative assumption would be to position 
growth as quite reasonably likely to come in around the 2-3% range in 
the third quarter once the dust settles. A print toward the lower end of 
that range would be less likely to raise concern about sustainability into 
Q4 but it’s the broad trend that matters while smoothing out quarterly 
gyrations. Thus the key implications are to look for the BoC to become 
moderately more upbeat on the resumption of at least modest growth 
that may halt upward pressure on spare capacity and thus rein in some 
talk of downward pressure on future inflation readings.  

...Amid Ongoing Risks Facing The Energy Sector 

One issue regarding the sustainability of improved growth concerns the outlook for the mining and energy 
sector. Export volumes for mining, oil, and gas are forecast to move up slightly in the remaining months of 2015, 
though will remain well below the surging post-recession growth of 11%. Mining, oil, and gas export receipts 
represented roughly 28% of Canada’s international merchandise receipts in 2014, and while the falloff in West 
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Texas Intermediate oil and other metal prices resulted in this share 
falling to 21% over the first eight months of 2015, crude oil export 
volumes increased by 5% in part because of a rise in oil sands 
production in Alberta. This growth is forecast to noticeably decelerate 
in September though, with unexpected supply disruptions because of 
environmental regulation & site fires at oil sand facilities, and further 
conventional & offshore production declines in Saskatchewan and 
Newfoundland and Labrador.  

The continued rise in oil production will provide a modest lift to 
Canadian GDP in 2015 and 2016. Two new oil sands expansions at 
Surmont and Sunrise came onstream in September. As well, the 
unexpected production problems were solved by October, meaning 
that overall oil production could rise modestly through the end of 2015. 
The nature of oil sands projects means that this production will 
continue to rise in 2016 as sites ramp up to capacity. With other 
jurisdictions conventional oil production stabilizing in a lower production 
range in 2016, Canadian oil production is forecast to rise roughly 3% 
next year providing a narrow boost to real output.  

There are two other important considerations affecting the outlook for 
the energy sector that require caution. One is that while oil production 
will probably continue to rise, investment in the sector will continue to 
fall for some time yet, though at a diminishing rate. Second concerns 
the uncertainties surrounding potential knock-on effects of a weaker 
resources sector on some aspects of financial stability. 

Implications For Bank of Canada Policy 

Related to this picture is the outlook for the BoC and the currency 
implications. The path the BoC has followed to date is fairly typical of 
the paths it has followed during past oil price shocks. Enter chart 2. It 
traces the BoC rate policy in the quarters leading up to the trough in 
oil prices during past shocks of comparable magnitude and duration 
over the period marked by the BoC’s current inflation targeting regime 
and use of the overnight policy rate. The trough is marked as time t=0 
on the x-axis. Then the policy actions for several quarters following 
this trough are traced. Given that oil prices probably hit their low point in Q1 of this year, we're at the point at 
which further easing is not impossible but would likely be over judging by past shocks. The Governor is likely to 
err on the side of remaining cautious given financial stability considerations. 

Currency Implications 

As for the currency, central bank policy clearly matters as demonstrated by a tight connection between 
USDCAD and relative 1y2y rate spreads between the US and Canada (chart 3). It’s just that the connection 
between CAD and BoC policy reflected in rate spreads is highly correlated with oil prices as the BoC is highly 
reactive to large swings in oil. Markets understand that when oil prices swing abruptly, the BoC will respond and 
so in essence they treat oil prices as the BoC’s share price. That leaves open the debate regarding whether 
monetary policy should always respond to a shock that has concentrated effects upon 15% of the economy 
through direct and indirect effects (about 20% for total resources) or look through it as something that cannot be 
controlled on the path toward improvement in the rest of the economy that itself typically gets inflated by rate 
cuts. If the BoC’s easing path is maturing, then the outlook for CAD is likely to be more driven by Federal 
Reserve policy along our team’s forecast path for further CAD depreciation to come. 

Chart 2 
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U.S. Export Slowdown: Not Just About The USD 

 Look to economic weakness in China, Canada, and Brazil — and not just the USD — to 
explain weak U.S. exports. 

U.S. exports have posted a soft showing thus far in 2015. Through 
August, the most recent month for which numbers are available, 
real exports have fallen by 3.3%, and nominal exports are lower by 
8%. Although economic theory and models would attribute much of 
the weakness in exports to the appreciating USD, digging through 
the 2015 trade figures leads to a somewhat more nuanced 
conclusion: soft demand from select countries that are in the midst 
of economic slowdowns is responsible for the lion’s share of the 
decline in demand for U.S. produced goods, and it’s hard to 
disentangle the currency aspect of reduced demand for U.S. goods 
from the broader economic weakness being experienced among 
large U.S. trade partners. 

The Models 

Federal Reserve Vice Chair Fischer has cited the Fed’s SIGMA 
model as an appropriate framework for analyzing the impact of 
currency appreciation on the trade balance.* According to SIGMA, 
a 10% appreciation of the real USD would cause a roughly 25bps 
drag on growth during the first year following the move and as 
much as a 70bps drag in the second year. (These results are taken 
from Vice Chair Fischer’s presentation of Aug. 29 at Jackson 
Hole.) Given that the broad real trade weighted USD appreciated 
by 10% during the second half of 2014 and an additional 5% during 
the past six months, the implication is that trade could drag on 
growth this year by a bit less than 40bps and more than 100bps in 
2016. The factors that differentiate SIGMA from other models are: 
a) import prices react rapidly to shocks (i.e. a change in the 
exchange rate) and b) real output can be fairly volatile. These 
attributes make SIGMA a perhaps more realistic model than many 
of its predecessors, explain why policy makers are currently relying 
on it, and finally, explain why market participants are paying 
attention to these forecasts from policy makers.  

The Data 

The data on trade for this year at first confirm the intuition 
embedded in SIGMA’s projections and the Vice Chair’s comments. 
As chart 1 to the right indicates, exports have fallen markedly this 
year. The complicating factor is that when one digs under the hood 
of the export data for 2015, one discovers that exports have not 
weakened uniformly or in proportion to changes in currency 
exchange rates. On the contrary, as chart 2 demonstrates, the 
weakest exporting countries have also been those with the 
weakest economies. The biggest dollar value declines in exports in 
2015 have been with Canada (25.5% of the declines), China 
including Hong Kong and Taiwan (9.2%), and Brazil (9.3%). While 
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both CAD and BRL have depreciated strongly against the USD, 
China’s currency exchange rate is fixed and was only managed 
modestly lower in August 2015. Moreover, those countries have 
seen overall demand soften considerably as growth in Canada and 
Brazil stagnated, and growth in China has at a minimum slowed. 
As chart three to the right shows, the currency relationship is 
directionally powerful, but by no means fully explanatory. 

Outlook 

The point is that economic weakness in some of the United States’ 
principal trading partners seems to be at least as relevant of a 
cause of weak exports this year as the USD — even if the USD is 
probably playing a role in dampening U.S. exports too. Moreover, 
currency exchange rates are at least to some extent a function of 
relative economic performance. 

There are two potential implications that one might draw from the 
conclusion that soft foreign demand has played a big role in U.S. 
trade balance performance this year: a) U.S. growth is about to be restrained somewhat further as the drag 
from the USD starts to be felt in 2016, but b) this could be overwhelmed by a potential snap-back in demand 
from key U.S. trade partners should their economies recover. Of course, if there is no snap back in Canada or 
China, and global growth remains restrained next year, then the least of the United States’ problems will be 
the stronger dollar. 
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UK: MPC Minutes — October 

8-1 With Some Dovish Hints 

Contrary to our expectations, the vote at the October MPC meeting remained at 8-1 and there were no 
additional dissenters in favour of higher interest rates. Our forecast for a deeper split was centred on 3 key 
issues: the weaker GBP exchange rate, higher unit labour costs and the pushing back of market rate hike 
expectations. While these issues did get addressed in the minutes, there were also some caveats.  

Unit Labour Costs 

While the minutes acknowledged that Unit Labour Costs had accelerated to 2.2% y/y, they played the 
number down. It noted that past revisions to output data could push the headline ULC rate down to 
1.8% y/y. It also noted that there were some imputed expenses associated with pension schemes 
which might need to be ignored. If so, then that takes the pace down to 1.5% y/y. They even came up 
with another version which put the pace at just 1.2% y/y. Their conclusion was that Unit Labour Costs 
increases are not yet high enough to be consistent with meeting the CPI inflation target.  

Weaker GBP Exchange Rate 

The minutes also played down the recent weakening in the GBP exchange rate. It noted that despite 
the near 2.5% weakening since the August QIR, the effects of the past appreciation were still at work. 
It also flagged that the effective GBP exchange rate needs to be interpreted with care. In particular, it 
noted that movements in the GBP/USD exchange rate may be more important for imported inflation 
than the broader trade weighted basket.  

Market Rate Expectations 

The minutes noted that the market had pushed back its expectation for the first rate hike by 9 months 
to February 2017. That would typically be expected to exert upward pressure on the Bank’s medium 
term inflation projection which is conditioned on market rate expectations. However, the commentary 
went on to question whether this reflected monetary stimulus or whether it merely offset the negative 
impact of the weaker global economy. 

As usual, for this point in the quarterly Inflation Report cycle, the MPC highlighted that November’s forecast 
updates will provide an opportunity for more thorough analysis. Hence we would expect further insights on all 
of the above. Nonetheless, the above caveats show that the MPC members who in recent months were 
leaning in the hawkish direction still need considerable persuasion. 

It wasn’t all dovish 

There were several hawkish elements to these minutes: 

Equities: 

While acknowledging the drop in headline equity indices, the Bank noted that stripping out overseas 
facing firms from the FTSE all share index, the performance and earnings estimates of domestic 
facing stocks had been far more resilient. 

Skills Shortages / Wages 

The Bank in conjunction with its Regional Agents’ report noted that skills shortages had become 
increasingly widespread. This was affecting half of all business contacts surveyed and the most 
common response was to raise pay for new recruits and key existing staff. 
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Productivity 

The minutes noted that improvements in productivity growth have so far limited the impact of the 
pickup in pay growth on business costs and therefore inflation. However, on a forward looking basis it 
noted that: “If the resumption of employment growth seen in July were to continue, measured 
productivity growth would be expected to fall back somewhat in the third quarter”. This is important 
since accelerating wage inflation against slower productivity growth is hawkish as we move into end-
year. Watch out for employment growth in next week’s UK labour report. 

Other Key References: 

 “An increase in core inflation would be required if the Committee were to meet its objective of 
returning CPI sustainably to the 2% target within 2 years”. This tells us that we need to focus 
closely on core inflation — something that the MPC has rarely done in the past. 

 The Bank removed reference from the September minutes “Some of these members 
nevertheless saw continued upside risks to inflation relative to the target”. This could be seen 
as dovish, though the minutes still noted that there were a range of views on the committee. 

  “Some members of the committee noted recent evidence that lags in the response of inflation 
to interest rate changes appeared a bit shorter than previously thought”. This is potentially 
dovish. It implies that interest rate hikes are more potent than previously thought. So if members 
were previously worried that waiting too long before hiking undermined the ability to raise rates 
gradually, they should not be so concerned. 

 One of the biggest dilemmas in predicting the timing of the first BoE rate hike is gauging to what 
extent low current inflation readings are an obstacle to a rate hike. We only got a tiny hint on this 
front: “The outlook for medium term inflation…was of more relevance to the setting of 
monetary policy”.  

Overall 

We didn’t get the hawkish surprise on the vote that we thought was possible and the wording did not evolve in 
the hawkish direction. Notwithstanding some of the caveats to higher unit labour costs, the weaker GBP and 
later rate hike expectations, we still think there is a case for an upgrade in the Bank’s medium term inflation 
projection in November. So while the case for a hike by February is getting a little less compelling, we don’t 
think the door is shut just yet. Indeed, we see a greater chance of a hike arriving in early 2016 than the first 
move being delayed into 2017 as the market currently implies. 

As an aside, it is a little disturbing that the Bank’s interpretation of the Unit Labour Cost data took a headline 
reading of 2.2% y/y and ended up with a figure as low as 1.2% y/y. If ONS figures can be ripped apart to this 
extent subject to the MPC’s judgement, then it is going to make calling interest rates even harder than it 
already was. Let’s hope that Sir Charlie Bean’s review of economic statistics yields some faith in the headline 
statistics. 
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Key Data Preview  

CANADA 

Canadian manufacturing sales will likely slip somewhat in their 
August reading, and we’re expecting a -0.5% m/m print mainly on 
the back of: a) base effect adjustments, and b) weak exports of 
manufactured goods on the month. Exports of finished metals fell 
by 9.7% m/m, exports of aircraft fell by 11.6% m/m, and exports 
of industrial machinery fell by 3% m/m. Exports of vehicles were a 
bright spot at +3.1% m/m and may mitigate these factors 
somewhat — but only so much. One potential source of upside 
risk to our forecast is that new orders were very strong in July at 
+10.2% m/m (see chart), and while these types of steep changes 
in orders are often associated with plans to buy capital goods that 
won’t necessarily be shipped in the immediately proceeding 
months or even years (the July jump was focused in the 
aerospace industry, for instance), we’re still hopeful to see some 
increase in shipments on the back of the spike in orders.  

UNITED STATES 

Retail sales should increase by a solid +0.4% m/m in September. 
The principal catalyst will likely be a strong jump in spending on 
motor vehicles, as total vehicle sales as measured by Ward’s 
increased by 2% m/m, hitting a new post-crisis high of 18.1m 
annualized (see chart). Although gasoline prices fell quite a bit at 
-10.2% m/m when taking the average price using AAA’s data, it’s 
worth nothing that similar declines in gasoline prices at the pump 
during the fall of 2014 didn’t necessarily line up with 
commensurate declines in sales at gasoline stations (for instance, 
retail gasoline prices fell by 9% m/m in November 2014 but sales 
at gasoline stations fell by a more modest 3% m/m and sales ex-
autos were higher by +0.1% m/m). Consumer confidence was 
pretty strong in September, rising on the Conference Board 
survey while the U of M metric slipped on its headline reading but 
continued to show strong ‘plans to buy’ various goods.   

We’re looking for a fairly soft CPI print for September, expecting 
a seasonally adjusted monthly drop of 0.2% m/m on headline 
while we anticipate that core CPI will rise by a more solid +0.2% 
m/m print on core inflation. The main catalyst for the headline 
CPI downside that we expect is the big drop in retail gasoline 
prices (see chart) — indeed, it points to downside risk to our 
headline forecast even beyond -0.2% m/m. We continue to 
expect that strong home price gains will drive increases in the 
homeowner replacement cost/OER category, giving a lift to core 
CPI even as core goods prices remain soft due to the effects of 
the strength in the trade-weighted USD. A drop in natural gas 
prices in August should lead to weakness in energy services 
prices in September as retail prices tend to follow wholesale 
natural gas prices with a one-month lag. The net should leave 
core CPI stable in the 1.8% y/y area even as headline CPI falls 
back into negative territory at -0.1% y/y.  
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… continued from previous page 

EUROPE 

On October 13th, the German Zew economic sentiment index will be released for October. The Zew index is 
the first indicator available to assess the impact of the Volkswagen scandal on the German economy, though 
it’s important to note that it is not the best gauge for measuring the German growth cycle. It is traditionally very 
sensitive to developments in financial markets, and therefore, is prone to overshooting. Indeed, this could be 
the case in October; however, a big downward swing will nonetheless point to a downside risk to the highly 
watched German Ifo survey, which was surprisingly resilient in September. In light of the positive correlation 
between the Zew index and the dynamic in the German DAX equity index, we expect the Zew index to fall by 
more than 10 points to around zero from +12.1 in September.  

LATIN AMERICA 

Both Peru and Brazil will release Economic Activity Index results 
for the month of August on October 15th and 15-16th, 
respectively. In Peru, we expect the index to indicate that the 
economy grew by roughly 3% y/y in August, supported by 
continued copper output growth that has helped offset recent 
price declines. Peru’s relatively good economic news can be 
juxtaposed against Brazil’s economic activity, which is expected 
to have contracted by 4.0% y/y in August, a slight improvement 
over the 4.3% contract experienced in July. Political uncertainty 
— most recently seen in Brazil’s federal accounts court’s 
decision to reject the government’s 2014 accounts — continues 
to erode consumer and business confidence in Latin America’s 
largest economy. 

ASIA-PACIFIC 

New Zealand will release inflation data for the third quarter of 
2015 on October 15th. We estimate that consumer prices rose by 
0.2% y/y in the third quarter, slower than the 0.4% increase in 
the April-June period. The effects of a previously strong New 
Zealand dollar (NZD), coupled with low international oil prices, 
continue to depress overall inflationary pressures. Nonetheless, 
the NZD has weakened considerably against the greenback 
(year-to-date depreciation of 14.1%). We expect the headline 
rate will gradually return within the central bank’s target of 1-3% 
by the first half of 2016 given that the base effect from low oil 
prices will begin to fade later this year and exchange rate 
depreciation passes through to higher import prices. 
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Key Indicators for the week of October 12 – 16 

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

North America 

A3 

Europe 

Country Date Time Indicator Period BNS Consensus Latest
MX 10/12 09:00 Industrial Production (m/m) Aug -- 0.1 0.2
MX 10/12 09:00 Industrial Production (y/y) Aug -- 1.0 0.7

US 10/13 Treasury Budget (US$ bn) Sep -- 95.0 -64.4

US 10/14 07:00 MBA Mortgage Applications (w/w) OCT 9 -- -- 25.5
US 10/14 08:30 PPI (m/m) Sep -0.3 -0.2 0.0
US 10/14 08:30 PPI ex. Food & Energy (m/m) Sep -- 0.1 0.3
US 10/14 08:30 Retail Sales (m/m) Sep 0.4 0.2 0.2
US 10/14 08:30 Retail Sales ex. Autos (m/m) Sep 0.1 -0.1 0.1
US 10/14 10:00 Business Inventories (m/m) Aug -- 0.1 0.1

CA 10/15 08:30 Teranet - National Bank HPI (y/y) Sep -- -- 5.4
US 10/15 08:30 CPI (m/m) Sep -0.2 -0.2 -0.1
US 10/15 08:30 CPI (y/y) Sep -0.1 -0.1 0.2
US 10/15 08:30 CPI (index) Sep 237.7 237.9 238.3
US 10/15 08:30 CPI ex. Food & Energy (m/m) Sep 0.2 0.1 0.1
US 10/15 08:30 CPI ex. Food & Energy (y/y) Sep 1.8 1.8 1.8
US 10/15 08:30 Empire State Manufacturing Index Oct -- -7.0 -14.7
US 10/15 08:30 Initial Jobless Claims (000s) OCT 10 275 268 263
US 10/15 08:30 Continuing Claims (000s) OCT 3 2200 2194 2204
CA 10/15 09:00 Existing Home Sales (m/m) Sep -- -- 0.3
US 10/15 10:00 Philadelphia Fed Index Oct -5.0 -1.0 -6.0

CA 10/16 08:30 International Securities Transactions (C$ bn) Aug -- -- -10.1
CA 10/16 08:30 Manufacturing Shipments (m/m) Aug -0.5 -0.7 1.7
US 10/16 09:15 Capacity Utilization (%) Sep -- 77.3 77.6
US 10/16 09:15 Industrial Production (m/m) Sep 0.0 -0.2 -0.4
US 10/16 10:00 JOLTS Job Openings (000s) Aug -- 5550 5753
US 10/16 10:00 U. of Michigan Consumer Sentiment Oct P 88.0 89.0 87.2
US 10/16 16:00 Total Net TIC Flows (US$ bn) Aug -- -- 141.9
US 10/16 16:00 Net Long-term TIC Flows (US$ bn) Aug -- -- 7.7

Country Date Time Indicator Period BNS Consensus Latest
FR 10/12 02:45 Current Account (€ bn) Aug -- -- -0.4

GE 10/13 02:00 CPI (m/m) Sep F -0.2 -0.2 -0.2
GE 10/13 02:00 CPI (y/y) Sep F 0.0 0.0 0.0
GE 10/13 02:00 CPI - EU Harmonized (m/m) Sep F -0.3 -0.3 -0.3
GE 10/13 02:00 CPI - EU Harmonized (y/y) Sep F -0.2 -0.2 -0.2
UK 10/13 04:30 CPI (m/m) Sep -- 0.0 0.2
UK 10/13 04:30 CPI (y/y) Sep -- 0.0 0.0
UK 10/13 04:30 DCLG House Prices (y/y) Aug -- 5.0 5.2
UK 10/13 04:30 PPI Input (m/m) Sep -- 0.3 -2.4
UK 10/13 04:30 PPI Output (m/m) Sep -- -0.1 -0.4
UK 10/13 04:30 RPI (m/m) Sep -- 0.1 0.5
UK 10/13 04:30 RPI (y/y) Sep -- 1.0 1.1
EC 10/13 05:00 ZEW Survey (Economic Sentiment) Oct -- -- 33.3
GE 10/13 05:00 ZEW Survey (Current Situation) Oct -- 64.0 67.5
GE 10/13 05:00 ZEW Survey (Economic Sentiment) Oct 0.0 6.5 12.1

FR 10/14 02:45 CPI (m/m) Sep -0.4 -0.4 0.3
FR 10/14 02:45 CPI (y/y) Sep 0.0 0.0 0.0
FR 10/14 02:45 CPI - EU Harmonized (m/m) Sep -0.4 -0.4 0.4
FR 10/14 02:45 CPI - EU Harmonized (y/y) Sep 0.0 0.1 0.1
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Key Indicators for the week of October 12 – 16 

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 10/14 03:00 CPI (m/m) Sep F -- -0.3 -0.3
SP 10/14 03:00 CPI (y/y) Sep F -- -0.9 -0.9
SP 10/14 03:00 CPI - EU Harmonized (m/m) Sep F 0.4 0.4 0.4
SP 10/14 03:00 CPI - EU Harmonized (y/y) Sep F 1.2 -1.2 -1.2
IT 10/14 04:00 CPI - EU Harmonized (y/y) Sep F 0.2 0.2 0.2
UK 10/14 04:30 Average Weekly Earnings (3-month, y/y) Aug -- 3.1 2.9
UK 10/14 04:30 Employment Change (3M/3M, 000s) Aug -- 140.0 42.0
UK 10/14 04:30 Jobless Claims Change (000s) Sep -- -2.2 1.2
UK 10/14 04:30 ILO Unemployment Rate (%) Aug -- 5.5 5.5
EC 10/14 05:00 Industrial Production (m/m) Aug -- -0.5 0.6
EC 10/14 05:00 Industrial Production (y/y) Aug -- 1.8 1.9

EC 10/16 05:00 CPI (m/m) Sep 0.2 0.2 0.2
EC 10/16 05:00 CPI (y/y) Sep F -0.1 -0.1 -0.1
EC 10/16 05:00 Euro zone Core CPI Estimate (y/y) Sep F 0.9 0.9 0.9
EC 10/16 05:00 Trade Balance (€ mn) Aug -- 20.0 31.4

Country Date Time Indicator Period BNS Consensus Latest
CH OCT 9-15 Aggregate Financing (CNY bn) Sep -- 1200.0 1082.3
CH OCT 9-15 New Yuan Loans (bn) Sep -- 900.0 809.6

MA 10/12 00:00 Industrial Production (y/y) Aug -- 4.1 6.1
IN 10/12 08:00 CPI (y/y) Sep 4.5 4.4 3.7
IN 10/12 08:00 Industrial Production (y/y) Aug -- 4.8 4.2
JN 10/12 19:50 Bank Lending (y/y) Sep -- -- 2.7
CH OCT 12-13 Exports (y/y) Sep -- -6.0 -5.5
CH OCT 12-13 Imports (y/y) Sep -- -15.9 -13.8
CH OCT 12-13 Trade Balance (USD bn) Sep -- 47.9 60.2

JN 10/13 01:00 Consumer Confidence Sep -- 41.6 41.7
JN 10/13 02:00 Machine Tool Orders (y/y) Sep P -- -- -16.5
SK 10/13 19:00 Unemployment Rate (%) Sep 3.6 3.7 3.6
JN 10/13 19:50 Japan Money Stock M2 (y/y) Sep -- 4.3 4.2
JN 10/13 19:50 Japan Money Stock M3 (y/y) Sep -- 3.5 3.4
CH 10/13 21:30 CPI (y/y) Sep 2.0 1.8 2.0
CH 10/13 21:30 PPI (y/y) Sep -- -5.9 -5.9

IN 10/14 02:30 Monthly Wholesale Prices (y/y) Sep -- -4.4 -5.0
NZ 10/14 17:30 Business NZ PMI Sep -- -- 55.0
NZ 10/14 20:00 ANZ Consumer Confidence Index Oct -- -- 110.8
AU 10/14 20:30 Employment (000s) Sep -- 7.1 17.4
AU 10/14 20:30 New Motor Vehicle Sales (m/m) Sep -- -- -1.6
AU 10/14 20:30 Unemployment Rate (%) Sep 6.3 6.2 6.2
PH OCT 14-15 Overseas Remittances (y/y) Aug -- 2.8 0.5
ID OCT 14-15 BI Reference Interest Rate (%) Oct 15 7.50 7.50 7.50
SK OCT 14-15 BoK Base Rate (%) Oct 15 1.50 1.50 1.50

ID 10/15 00:00 Exports (y/y) Sep -- -15.0 -12.3
ID 10/15 00:00 Imports (y/y) Sep -- -20.6 -17.1
ID 10/15 00:00 Trade Balance (US$ mn) Sep -- 548.0 433.8
JN 10/15 00:30 Capacity Utilization (m/m) Aug -- -- -0.2
JN 10/15 00:30 Tertiary Industry Index (m/m) Aug -- 0.0 0.2
JN 10/15 00:30 Industrial Production (y/y) Aug F 0.2 -- 0.2
SI 10/15 01:00 Retail Sales (y/y) Aug -- -2.2 5.2
NZ 10/15 17:45 Consumer Prices (y/y) 3Q 0.2 0.3 0.4
SI 10/15 20:30 Exports (y/y) Sep -- -3.1 -8.4

MA 10/16 00:00 CPI (y/y) Sep 3.1 2.9 3.1
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Key Indicators for the week of October 12 – 16 

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

A5 

Latin America 

Country Date Time Indicator Period BNS Consensus Latest
BZ 10/14 08:00 Retail Sales (y/y) Aug -- -5.8 -3.5

CL 10/15 17:00 Nominal Overnight Rate Target (%) Oct 15 3.25 3.25 3.00
PE 10/15 19:00 Reference Rate (%) Oct 15 3.50 3.50 3.50
PE 10/15 Economic Activity Index NSA (y/y) Aug 3.0 -- 3.3
PE 10/15 Unemployment Rate (%) Sep -- -- 6.1
BZ OCT 15-16 Economic Activity Index NSA (y/y) Aug -4.0 -4.2 -4.3

CO 10/16 17:00 Retail Sales (y/y) Aug -- -- 4.5
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Global Auctions for the week of October 12 – 16 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A6 

Country Date Time Event
US 10/13 11:30 U.S. to Sell 3-Month Bills
US 10/13 11:30 U.S. to Sell 6-Month Bills

US 10/14 11:30 U.S. to Sell 52-Week Bills
US 10/14 11:30 U.S. to Sell 4-Week Bills
CA 10/14 12:00 Canada to Sell 5-Year Bonds

Country Date Time Event
IT 10/12 05:00 Italy to Sell Bills
GE 10/12 05:30 Germany to Sell EUR2 Bln 182-Day Bills
FR 10/12 08:50 France to Sell Bills
FR 10/12 08:50 France to Sell Up to EUR3.8 Bln 91-Day Bills
FR 10/12 08:50 France to Sell Up to EUR1.9 Bln 154-Day Bills
FR 10/12 08:50 France to Sell Up to EUR1.9 Bln 336-Day Bills

SP 10/13 04:30 Spain to Sell 6 Month Bills
SP 10/13 04:30 Spain to Sell 12 Month Bills
IT 10/13 05:00 Italy to Sell Up to EUR3.5 Bln 0.3% 2018 Bonds
NE 10/13 05:00 Netherlands to Sell Up to EUR2 Bln 0.25% 2025 Bonds
IT 10/13 05:00 Italy to Sell Up to EUR1 Bln 1.65% 2032 Bonds
IT 10/13 05:00 Italy to Sell Up to EUR2.5 Bln 1.45% 2022 Bonds
EC 10/13 05:10 ECB Main Refinancing Operation Result
SZ 10/13 05:15 Switzerland to Sell 91-Day Bills 
BE 10/13 05:30 Belgium to Sell 364-Day Bills
BE 10/13 05:30 Belgium to Sell 91-Day Bills
IC 10/13 06:00 Iceland to Sell Bills

GR 10/14 05:00 Greece to Sell EUR625 Mln 91-Day Bills
SW 10/14 05:03 Sweden to Sell SEK4 Bln 2.5% 2025 Bonds
NO 10/14 05:05 Norway to Sell Bonds
SZ 10/14 05:15 Switzerland to Sell Bonds (Optional Date)
GE 10/14 05:30 Germany to Sell EUR3 Bln 0.25% 2020 Bonds 

SP 10/15 04:30 Spain to Sell 2.15% 2025 Bonds
SP 10/15 04:30 Spain to Sell 0.25% 2018 Bonds
SP 10/15 04:30 Spain to Sell 1.95% 2030 Bonds
FR 10/15 04:50 France to Sell 4% 2018 Bonds
FR 10/15 04:50 France to Sell 0.25% 2020 Bonds
FR 10/15 04:50 France to Sell 3% 2022 Bonds
FR 10/15 04:50 France to Sell 4% 2018 Bonds
FR 10/15 04:50 France to Sell 0.25% 2020 Bonds
FR 10/15 04:50 France to Sell 3% 2022 Bonds
UK 10/15 05:30 U.K. to Sell GBP1.5 Bln 0.125% I/L 2026 Bonds
FR 10/15 05:50 France to Sell 1.3% I/L 2019 Bonds
FR 10/15 05:50 France to Sell 2.1% I/L 2023 Bonds
FR 10/15 05:50 France to Sell 0.25% I/L 2024 Bonds
FR 10/15 05:50 France to Sell I/L Bonds

UK 10/16 06:00 U.K. to Sell GBP500 Mln 28-Day Bills
UK 10/16 06:00 U.K. to Sell GBP2 Bln 91-Day Bills
UK 10/16 06:00 U.K. to Sell GBP2 Bln 182-Day Bills
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Global Auctions for the week of October 12 – 16 

Source: Bloomberg, Scotiabank Economics. 

A7 

Asia Pacific 

Latin America 

Country Date Time Event
NZ 10/11 21:05 New Zealand Plans to Sell NZD100 Mln 182-Day Bills
NZ 10/11 21:05 New Zealand Plans to Sell NZD100 Mln 364-Day Bills
NZ 10/11 21:05 New Zealand Plans to Sell NZD100 Mln 98-Day Bills

AU 10/12 20:00 Australia Plans to Sell A$150 Mln Inflation Bonds due 2020
CH 10/12 21:20 Hainan to Sell CNY535.48 Mln 3-Yr General Bonds
CH 10/12 21:20 Hainan to Sell CNY1.53 Bln 5-Yr General Bonds 
CH 10/12 21:20 Hainan to Sell CNY1.53 Bln 7-Yr General Bonds
CH 10/12 21:20 Hainan to Sell CNY1.53 Bln 10-Yr General Bonds 
CH 10/12 22:20 Hainan to Sell CNY1.84484 Bln 5-Yr Special Bonds
CH 10/12 22:20 Hainan to Sell CNY700 Mln 7-Yr Special Bonds 
CH 10/12 22:20 Hainan to Sell CNY1.05 Bln 10-Yr Special Bonds

CH 10/13 22:35 China to Sell CNY28 Bln 10-Yr Bonds 
JN 10/13 23:45 Japan to Sell 5-Year Bonds

NZ 10/14 21:05 New Zealand Plans to Sell NZD200 Mln 4.5% 2027 Bonds
JN 10/14 23:35 Japan to Sell 3-Month Bills

CH 10/15 02:00 Zhejiang to Sell CNY3.96 Bln 10-Yr General Bonds
CH 10/15 02:00 Zhejiang to Sell CNY1.32 Bln 3-Yr General Bonds 
CH 10/15 02:00 Zhejiang to Sell CNY3.96 Bln 7-Yr General Bonds 
CH 10/15 02:00 Zhejiang to Sell CNY3.96 Bln 5-Yr General Bonds 
CH 10/15 03:00 Zhejiang to Sell CNY2.87 Bln 3-Yr Special Bonds 
CH 10/15 03:00 Zhejiang to Sell CNY4.31 Bln 5-Yr Special Bonds 
CH 10/15 03:00 Zhejiang to Sell CNY4.31 Bln 10-Yr Special Bonds 
CH 10/15 03:00 Zhejiang to Sell CNY2.87 Bln 7-Yr Special Bonds 
AU 10/15 20:00 Australia Plans to Sell AUD800 Mln 1.75% 2020 Bonds
CH 10/15 23:00 China to sell 1-Year Bonds
JN 10/15 23:35 Japan to Sell 1-Year Bills

JN 10/16 04:00 Japan Auction for Enhanced-Liquidity

Country Date Time Event
PN 10/13 17:00 Panama To Sell Bills

CL 10/14 11:00 Chile to Sell BTP - 01/01/2043

BZ 10/15 11:00 Brazil to Sell Fixed Rate Bonds - 01/01/2021
BZ 10/15 11:00 Brazil to Sell Bills LTN - 10/01/2017
BZ 10/15 11:00 Brazil to Sell Bills LTN - 07/01/2019
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Events for the week of October 12 – 16 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A8 

North America 

Country Date Time Event
US OCT 09-11 World Bank, IMF Hold Annual Meeting in Peru

CA 10/10 14:30 Bank of Canada's Poloz, Chile's Vergara Speak at IIF in Lima

US 10/12 08:10 Fed's Lockhart Speaks on U.S. Economic Outlook in Florida
US 10/12 10:30 Fed's Evans Speaks on Policy and the Economy in Chicago, IL
CA 10/12 13:05 Bank of Canada's Poloz Speaks at NABE in Washington
US 10/12 16:30 Fed's Brainard Gives Outlook and Policy Speech in Washington

US 10/13 08:00 Fed's Bullard Speaks to NABE in Washington

US 10/14 14:00 U.S. Federal Reserve Releases Beige Book

US 10/15 10:30 Fed's Bullard Makes Opening Remarks at Policy Conference
US 10/15 10:30 Fed's Dudley Speaks at Brookings Institution
US 10/15 16:30 Cleveland Fed's Mester Delivers Remarks at Event in New York

Country Date Time Event
UK 10/10 13:00 BOE Deputy Governor Minouche Shafik speaks on panel in Lima

EC 10/11 09:30 ECB's Lautenschlaeger Speaks in Lima

SW 10/12 03:50 Riksbank's Ohlsson Speech
EC 10/12 04:00 EU Foreign Ministers Hold Meeting in Luxembourg
UK 10/12 09:00 BOE's Martin Weale speaks in the Netherlands

SW 10/13 02:30 Riksbank's Floden Speech
EC 10/13 02:30 ECB's Mersch Speaks in Singapore
SW 10/13 02:30 Riksbank's Skingsley Speaks
EC 10/13 04:00 EU General Affairs Ministers Hold Meeting in Luxembourg
UK 10/13 05:00 BOE's Gertjan Vlieghe Testifies in Front of U.K. Lawmakers
UK 10/13 06:00 BOE's Ian McCafferty Testifies in Front of U.K. Lawmakers
UK 10/13 13:00 Bank of England official Andrew Haldane speaks in London
EC 10/13 21:00 ECB's Mersch Speaks in Singapore

NO 10/14 07:00 Norway's Olsen Speaks in Aas
EC 10/14 21:15 ECB's Constancio Speaks in Hong Kong

EC 10/15 EU Leaders Hold Summit Meeting in Brussels
EC 10/15 03:00 ECB's Nowotny Speaks at Conference in Warsaw
NO 10/15 04:30 Norway's Olsen Speaks in Oslo
EC 10/15 05:30 ECB's Hansson Speaks at Conference in Warsaw
EC 10/15 13:00 ECB's Nowotny Speaks at Conference in Warsaw

EC 10/16 05:45 ECB's Jazbec Speaks at Conference in Warsaw
UK 10/16 06:30 Bank of England official Kristin Forbes speaks in Brighton
IT 10/16 08:00 Bank of Italy Releases the Quarterly Economic Bulletin

NO 10/16 Norway Sovereign Debt Rating Published by Fitch
RU 10/16 Russia Sovereign Debt Rating Published by Fitch
RU 10/16 Russia Sovereign Debt to Be Rated by S&P
SP 10/16 Spain Sovereign Debt Rating May Be Published by Moody's
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Events for the week of October 12 – 16 

Source: Bloomberg, Scotiabank Economics. 
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Asia Pacific 

Latin America 

Country Date Time Event
AU 10/12 17:45 RBA's Lowe Gives Speech in Sydney
JN 10/12 19:50 BOJ Minutes for Sept. 14-15 Meeting

NZ 10/13 16:50 RBNZ Governor Wheeler Speaks at INFINZ (Not Public)
NZ 10/13 20:00 Government Financial Statements for 2014-15
SI 10/13 20:00 Singapore MAS Monetary Policy Statement

AU 10/14 20:30 RBA FX Transactions Market
NZ 10/14 Finance Minister speaks at Trans Tasman Business Circle
SK OCT 14-15 BoK 7-Day Repo Rate
ID OCT 14-15 Bank Indonesia Reference Rate
ID OCT 14-15 Bank Indonesia Deposit Facility Rate
ID OCT 14-15 Bank Indonesia Lending Facility Rate

AU 10/15 20:30 RBA Financial Stability Review

Country Date Time Event
PE 10/10 14:30 Bank of Canada's Poloz, Chile's Vergara Speak at IIF in Lima

CL 10/15 17:00 Overnight Rate Target
PE 10/15 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 0.50 October 21, 2015 0.50 0.50

Federal Reserve – Federal Funds Target Rate 0.25 October 28, 2015 0.25 0.25

Banco de México – Overnight Rate 3.00 October 29, 2015 3.00 --

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 November 5, 2015 0.50 0.50

Swiss National Bank – Libor Target Rate -0.75 December 10, 2015 -0.75 --

Central Bank of Russia – One-Week Auction Rate 11.00 October 30, 2015 11.00 --

Central Bank of the Republic of Turkey – 1 Wk Repo Rate 7.50 October 21, 2015 7.50 --

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

Norges Bank – Deposit Rate 0.75 November 5, 2015 0.75 --

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Reserve Bank of Australia – Cash Target Rate 2.00 November 2, 2015 2.00 2.00

Reserve Bank of New Zealand – Cash Rate 2.75 October 28, 2015 2.50 2.50

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

Reserve Bank of India – Repo Rate 6.75 December 1, 2015 6.75 --

Bank of Korea – Bank Rate 1.50 October 15, 2015 1.50 1.50

Bank of Thailand – Repo Rate 1.50 November 4, 2015 1.50 --

Bank Indonesia – Reference Interest Rate 7.50 October 15, 2015 7.50 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 14.25 --

Banco Central de Chile – Overnight Rate 3.00 October 15, 2015 3.25 3.25

Banco de la República de Colombia – Lending Rate 4.75 October 30, 2015 4.75 --

Banco Central de Reserva del Perú – Reference Rate 3.50 October 15, 2015 3.50 3.50

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank – Repo Rate 6.00 November 19, 2015 6.00 --

Canada faces  potentially significant BoC communications this week but limited data risk. BoC Governor Poloz will speak on Saturday at the World Bank, 
IMF, and IIF and then deliver the same speech, titled “Integrating Financial Stability Into Monetary Policy” again on Monday in Washington. The key data 
risk is Friday’s manufacturing sales data for August, though September existing home sales on Thursday will catch some attention. The focal point in the 
U.S. will be Wednesday’s retail sales and Thursday’s CPI report, but there’s plenty of other data on tap including PPI (Wednesday), Philly Fed Business 
outlook (Thursday), industrial production (Friday), JOLTS job openings (Friday) and U. of Michigan consumer confidence (Friday). Four voting FOMC 
officials will speak – Lockhart (Mon), Evans (Mon), Brainard (Mon), Dudley (Thursday) – as well as two alternates, Bullard and Mester, who are scheduled 
to speak on Friday.

Monetary authorities at the Bank of Korea (BoK) and Bank Indonesia (BI) will meet next Thursday for scheduled monetary policy meetings. South 
Korean inflation remains low with the consumer price index rising by 0.6% y/y in September and is well below the BoK target corridor of 2½-3½%. 
Nevertheless, we expect the central bank to remain on hold given high household debt and the fact that the key rate is now lower than what was witnessed 
after the 2008-2009 global financial crisis. Meanwhile, in Indonesia, high inflation (6.8% y/y in September) and the Indonesian rupiah's depreciating 
pressure have constrained BI from responding to weaker domestic economic momentum. Accordingly, we expect BI to refrain from cutting rates untill 
headline inflation approaches the central bank’s official target of 4% ±1% – likely in 2016 – as the impact of the fuel subsidy reform falls out of the 
consumer price index.

Monetary policymakers of the Banco Central de Chile and the Banco Central de Reserva del Perú will meet on October 15th. We expect the central 
bank of Chile to raise its nominal overnight rate target by 25 basis points to 3.25% as inflation begins to accelerate again; while September's inflation print 
came in a bit lower (4.6% y/y vs. 5.0% in August), the trend remains upward since the April bottom (4.1% vs. the recent high of 5.7% last October) and 
above the central bank's 2-4% target corridor. We expect Peruvian monetary authorities to keep their reference rate steady at 3.50%, despite above-target 
inflation, which came in at 3.9% y/y in September vs. a target range of 1-3%.  

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 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 3.9
  Current Acc. Bal. (C$B, ar) -41.5 -72.6 -69.6   Current Acc. Bal. (US$B, ar) -390 -473 -439
  Merch. Trade Bal. (C$B, ar) 5.0 -29.3 -27.1 -30.4 (Aug)   Merch. Trade Bal. (US$B, ar) -741 -769 -753 -815 (Aug)
  Industrial Production 2.5 -1.8 -1.5 -0.4 (Aug)   Industrial Production 3.7 3.4 1.5 1.2 (Aug)
  Housing Starts (000s) 189 175 193 231 (Sep)   Housing Starts (millions) 1.00 0.98 1.16 1.13 (Aug)
  Employment 0.6 0.6 0.9 0.9 (Sep)   Employment 1.9 2.3 2.2 1.9 (Sep)
  Unemployment Rate (%) 6.9 6.7 6.8 7.1 (Sep)   Unemployment Rate (%) 6.2 5.6 5.4 5.1 (Sep)
  Retail Sales 4.6 2.4 1.9 1.8 (Jul)   Retail Sales 3.5 1.8 1.0 1.4 (Aug)
  Auto Sales (000s) 1850 1805 1871 1932 (Jul)   Auto Sales (millions) 16.4 16.7 17.1 18.1 (Sep)
  CPI 1.9 1.1 0.9 1.3 (Aug)   CPI 1.6 -0.1 0.0 0.2 (Aug)
  IPPI 2.5 -1.8 -1.5 0.4 (Aug)   PPI 1.9 -3.2 -3.3 -2.9 (Aug)
  Pre-tax Corp. Profits 8.8 -9.6 -11.4   Pre-tax Corp. Profits 2.1 6.7 7.5

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 -33.4 (Aug)
  Industrial Production 1.9 1.5 0.5 0.7 (Jul)
  CPI 4.0 3.1 2.9 2.5 (Sep)

Euro Zone 2014 15Q1 15Q2 Latest Germany 2014 15Q1 15Q2 Latest
  Real GDP 0.9 1.0 1.2   Real GDP 1.6 1.1 1.6
  Current Acc. Bal. (US$B, ar) 320 242 297 446 (Jul)   Current Acc. Bal. (US$B, ar) 215.4 271.8 276.2 164.4 (Aug)
  Merch. Trade Bal. (US$B, ar) 334.4 296.0 381.5 450.9 (Jul)   Merch. Trade Bal. (US$B, ar) 287.5 261.8 289.2 203.2 (Aug)
  Industrial Production 0.8 1.6 1.3 1.9 (Jul)   Industrial Production 1.5 0.2 1.5 2.5 (Aug)
  Unemployment Rate (%) 11.6 11.2 11.1 11.0 (Aug)   Unemployment Rate (%) 6.7 6.5 6.4 6.4 (Sep)
  CPI 0.4 -0.3 0.2 0.1 (Aug)   CPI 0.9 0.0 0.5 0.0 (Sep)

France United Kingdom
  Real GDP 0.2 0.9 1.1   Real GDP 2.9 2.7 2.4
  Current Acc. Bal. (US$B, ar) -26.2 -4.3 -5.7 -5.0 (Jul)   Current Acc. Bal. (US$B, ar) -92.9 -96.0 -67.1
  Merch. Trade Bal. (US$B, ar) -43.2 -42.9 -34.6 -32.0 (Aug)   Merch. Trade Bal. (US$B, ar) -203.4 -206.2 -160.9 -208.8 (Aug)
  Industrial Production -1.3 1.4 1.2 1.6 (Aug)   Industrial Production 1.4 0.8 1.2 1.9 (Aug)
  Unemployment Rate (%) 10.3 10.4 10.4 10.8 (Aug)   Unemployment Rate (%) 6.2 5.5 5.6 5.5 (Jun)
  CPI 0.5 -0.2 0.2 0.0 (Aug)   CPI 1.5 0.1 0.0 0.0 (Aug)

Italy Russia
  Real GDP -0.4 0.1 0.6   Real GDP 0.6 -2.2 -4.6
  Current Acc. Bal. (US$B, ar) 30.9 3.6 45.6 79.8 (Jul)   Current Acc. Bal. (US$B, ar) 47.0 28.7 15.8
  Merch. Trade Bal. (US$B, ar) 56.7 34.5 47.1 105.9 (Jul)   Merch. Trade Bal. (US$B, ar) 15.8 14.8 14.3 10.7 (Jul)
  Industrial Production -0.5 -0.4 0.7 1.0 (Aug)   Industrial Production -1.6 -0.4 -4.9 -4.3 (Aug)
  CPI 0.2 -0.4 0.0 0.0 (Aug)   CPI 7.8 16.2 15.8 15.7 (Sep)

Europe 

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

Economic Statistics 

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

Australia 2014 15Q1 15Q2 Latest Japan 2014 15Q1 15Q2 Latest
  Real GDP 2.7 2.5 2.0   Real GDP -0.1 -0.8 0.9
  Current Acc. Bal. (US$B, ar) -44.2 -42.0 -46.8   Current Acc. Bal. (US$B, ar) 25.0 148.3 124.0 161.0 (Aug)
  Merch. Trade Bal. (US$B, ar) 12.2 2.3 -14.6 0.1 (Aug)   Merch. Trade Bal. (US$B, ar) -121.9 -31.2 -25.3 -34.9 (Aug)
  Industrial Production 4.6 3.1 1.2   Industrial Production 2.1 -2.2 -0.5 0.3 (Aug)
  Unemployment Rate (%) 6.1 6.2 6.1 6.2 (Aug)   Unemployment Rate (%) 3.6 3.5 3.3 3.4 (Aug)
  CPI 2.5 1.3 1.5   CPI 2.7 2.3 0.5 0.2 (Aug)

South Korea China
  Real GDP 3.3 2.5 2.2   Real GDP 7.3 7.8 7.5
  Current Acc. Bal. (US$B, ar) 89.2 93.8 115.5 101.5 (Aug)   Current Acc. Bal. (US$B, ar) 219.7
  Merch. Trade Bal. (US$B, ar) 47.2 86.4 98.4 107.3 (Sep)   Merch. Trade Bal. (US$B, ar) 382.5 494.9 560.6 722.8 (Aug)
  Industrial Production 0.5 -1.6 -1.9 0.4 (Aug)   Industrial Production 7.9 5.6 6.8 6.1 (Aug)
  CPI 1.3 0.6 0.5 0.6 (Sep)   CPI 1.5 1.4 1.4 2.0 (Aug)

Thailand India
  Real GDP 0.9 3.0 2.8   Real GDP 7.0 6.1 7.1
  Current Acc. Bal. (US$B, ar) 13.4 8.3 6.2   Current Acc. Bal. (US$B, ar) -27.5 -1.3 -6.2
  Merch. Trade Bal. (US$B, ar) 2.0 2.5 2.6 2.9 (Aug)   Merch. Trade Bal. (US$B, ar) -11.7 -9.0 -10.7 -12.5 (Aug)
  Industrial Production -4.6 0.0 -7.7 -7.9 (Aug)   Industrial Production 1.8 3.3 3.3 4.2 (Jul)
  CPI 1.9 -0.5 -1.1 -1.1 (Sep)   WPI 3.8 -1.8 -2.3 -4.9 (Aug)

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 0.4 (Aug)
  Industrial Production 4.8 5.1 5.6 5.7 (Jul)
  CPI 6.4 6.5 7.1 6.8 (Sep)

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) -5.9 4.9 3.0
  Merch. Trade Bal. (US$B, ar) -4.0 -22.2 31.1 35.3 (Sep)   Merch. Trade Bal. (US$B, ar) 6.7 10.3 11.6 -1.0 (Sep)
  Industrial Production -3.0 -5.9 -6.5 -9.7 (Aug)   Industrial Production 0.4 0.6 0.1 -5.2 (Aug)
  CPI 6.3 7.7 8.5 9.5 (Sep)   CPI 4.4 4.4 4.2 4.6 (Sep)

Peru Colombia
  Real GDP 2.4 1.8 3.0   Real GDP 4.6 2.8 3.0
  Current Acc. Bal. (US$B, ar) -8.0 -2.5 -1.6   Current Acc. Bal. (US$B, ar) -19.6 -5.1 -4.3
  Merch. Trade Bal. (US$B, ar) -0.1 -0.3 -0.3 -0.2 (Aug)   Merch. Trade Bal. (US$B, ar) -0.5 -1.4 -0.9 -1.8 (Jul)
  Unemployment Rate (%) 6.0 6.8 6.9 6.1 (Aug)   Industrial Production 1.5 -1.7 -1.5 0.3 (Jul)
  CPI 3.2 3.0 3.3 3.9 (Sep)   CPI 2.9 4.2 4.5 5.4 (Sep)

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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A12 

Interest Rates (%, end of period)

Canada 15Q2 15Q3 Oct/02 Oct/09* United States 15Q2 15Q3 Oct/02 Oct/09*
BoC Overnight Rate 0.75 0.50 0.50 0.50   Fed Funds Target Rate 0.25 0.25 0.25 0.25
  3-mo. T-bill 0.58 0.44 0.44 0.41   3-mo. T-bill 0.01 -0.02 -0.01 0.00
  10-yr Gov’t Bond 1.68 1.43 1.40 1.52   10-yr Gov’t Bond 2.35 2.04 1.99 2.11
  30-yr Gov’t Bond 2.30 2.20 2.19 2.31   30-yr Gov’t Bond 3.12 2.85 2.83 2.94
  Prime 2.85 2.70 2.70 2.70   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 76.3 77.7 (Aug)   FX Reserves (US$B) 109.3 109.9 (Aug)

Germany France
  3-mo. Interbank -0.04 -0.06 -0.07 -0.08   3-mo. T-bill -0.18 -0.20 -0.20 -0.20
  10-yr Gov’t Bond 0.76 0.59 0.51 0.62   10-yr Gov’t Bond 1.20 0.99 0.89 0.99
  FX Reserves (US$B) 60.9 59.3 (Aug)   FX Reserves (US$B) 49.9 46.9 (Aug)

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 -0.06 -0.12 -0.14 -0.14   3-mo. T-bill 0.48 0.49 0.49 0.50
  FX Reserves (US$B) 330.3 322.7 (Aug)   10-yr Gov’t Bond 2.02 1.76 1.70 1.87

  FX Reserves (US$B) 110.7 117.1 (Aug)

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 2.00 2.00 2.00 2.00
  3-mo. Libor 0.04 0.02 0.02 0.02   10-yr Gov’t Bond 3.01 2.61 2.62 2.71
  10-yr Gov’t Bond 0.47 0.36 0.32 0.32   FX Reserves (US$B) 48.7 47.9 (Aug)
  FX Reserves (US$B) 1214.1 1216.2 (Aug)

Exchange Rates (end of period)

USDCAD 1.25 1.33 1.32 1.29   ¥/US$ 122.50 119.88 119.91 120.29
CADUSD 0.80 0.75 0.76 0.77   US¢/Australian$ 0.77 0.70 0.70 0.73
GBPUSD 1.571 1.513 1.519 1.531   Chinese Yuan/US$ 6.20 6.36 6.36 6.35
EURUSD 1.115 1.118 1.122 1.137   South Korean Won/US$ 1115 1185 1181 1144
JPYEUR 0.73 0.75 0.74 0.73   Mexican Peso/US$ 15.739 16.918 16.759 16.426
USDCHF 0.94 0.97 0.97 0.96   Brazilian Real/US$ 3.103 3.948 3.933 3.754

Equity Markets (index, end of period) 

  United States (DJIA) 17620 16285 16472 17069   U.K. (FT100) 6521 6062 6130 6419
  United States (S&P500) 2063 1920 1951 2017   Germany (Dax) 10945 9660 9553 10091
  Canada (S&P/TSX) 14553 13307 13340 14005   France (CAC40) 4790 4455 4459 4699
  Mexico (IPC) 45054 42633 42735 44388   Japan (Nikkei) 20236 17388 17725 18439
  Brazil (Bovespa) 53081 45059 47033 49117   Hong Kong (Hang Seng) 26250 20846 21506 22459
  Italy (BCI) 1238 1179 1185 1227   South Korea (Composite) 2074 1963 1970 2020

Commodity Prices (end of period)

  Pulp (US$/tonne) 980 960 960 960   Copper (US$/lb) 2.60 2.31 2.30 2.41
  Newsprint (US$/tonne) 540 520 520 520   Zinc (US$/lb) 0.90 0.75 0.75 0.83
  Lumber (US$/mfbm) 300 242 240 250   Gold (US$/oz) 1171.00 1114.00 1140.75 1151.55
  WTI Oil (US$/bbl) 59.47 45.09 45.54 49.61   Silver (US$/oz) 15.70 14.65 14.43 15.99
  Natural Gas (US$/mmbtu) 2.83 2.52 2.45 2.49   CRB (index) 227.17 193.76 194.11 202.44

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