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Fed To Possibly Get Greater Insight Into International Risks 

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

Europe — Fish Or Cut Bait Time For Greece 

Next week faces a highly uncertain binary outcome for markets pending 
weekend developments in Europe. Should Sunday’s EU Leaders’ Summit on 
Greece in Brussels reject the latest Greek proposals, then there is the tangible 
risk of shifting to plan ‘B’ which is for Greece to exit from the euro. Alternatively, if 
the contents of Greece’s latest proposal are the foundation for something 
constructive, then we may start the week very differently in a positive risk-on 
mood ahead of key testimony by Chair Yellen and Chinese GDP. If so, it could 
mitigate a significant impediment to Fed rate hikes and thus the ironic effect may 
not turn out to be sustainably positive for the risk trade. The ECB policy meeting 
on Thursday will be under similar such influences with President Mario Draghi 
awaiting direction from political leaders. As yet it is unclear whether his focus will 
be upon unfreezing aid to Greece’s banking system, or shifting gears to contain 
contagion effects of a Greek exit. 

Against this backdrop are far lesser concerns in the relatively minor data flow that markets are likely to largely 
ignore. CPI revisions in the Eurozone, new CPI data in the UK, and ZEW investor confidence gauges for the 
Eurozone will be included on the list. Bank of England Governor Mark Carney will provide a major address on 
Thursday evening in London and will therefore have the benefit of being able to colour his views with knowledge of 
the week’s key events after they have unfolded and therefore with the potential to influence his thinking on future 
Bank of England policy moves. 

Asia — Is China’s Economy Still Slowing? 

Is China’s economy bound to slow when Q2 GDP arrives on 
Tuesday evening eastern time?  Consensus thinks so with the 
median estimate pegged at 6.8% and almost all estimates below the 
prior 7% reading for Q1. In our view, it may well be somewhat too soon 
to expect a moderately cooler rate of GDP growth if softer activity in the 
financial industry keyed off of stock market developments is the reason. 
That’s because stocks didn’t peak until mid-June and thus well into the 
quarter. During the second quarter, proxies for activity measures like 
new account openings, trading volumes, and margin loan accounts 
continued to climb. If the stock market’s weakness is cause for 
expecting softer growth, then it might have to wait until Q3 for that effect 
to occur. As we argued here, we expect that to be a relatively modest 
economic impact.  

China also releases aggregate financing, exports, retail sales, industrial 
production, and property prices. It will be a key week for China 
watchers. 

Other regional developments will pale by comparison. Bank Indonesia is expected to keep its reference rate 
on hold. The Bank of Japan is also expected to keep stimulus plans unchanged. Trade figures for India and 
Indonesia, Indian CPI, New Zealand’s inflation rate and South Korea’s unemployment rate are also on the 
docket.  

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 

 
THE WEEK AHEAD 

Next Week's Risk Dashboard  
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 Bank of Canada decision  

 US CPI and retail sales  

 Canadian CPI, macro releases  

 US earnings season  

 

6

7

8

9

10

11

12

13

00 03 06 09 12 15

Still Slowing?

y/y % change
China Real GDP

Source: Scotiabank Economics,
National Bureau of Statistics of China.

Chart 1 

http://www.gbm.scotiabank.com/English/bns_econ/cmsr150707.pdf


Economics 

Global Views 
  

July 10, 2015 

3 

  

… continued from previous page 

Canada — Three Bullets Left 

This could be a big week for Canada by way of risks facing the 
currency and at least the front end of the rates curve. The focus is 
clearly upon the Bank of Canada’s upcoming rate decision and 
quarterly Monetary Policy Report (both at 10amET on Wednesday) 
and the press conference held by Governor Poloz and Senior Deputy 
Governor Carolyn Wilkins (11:15amET Wednesday). There is the risk 
that a market reaction may be difficult to discern independent of 
Chair Yellen’s Congressional testimony at the same time. I have 
little more to say about Bank of Canada expectations other than to 
reiterate our forecast for no rate change and to refer you to here and 
here for more on our views. At present, markets are applying slightly 
better odds that the BoC will hold and high odds of a rate cut later in 
the year conditional upon how the economy and markets evolve over 
the summer months (chart 2). 

Limited macro data may assist in forming such expectations next week 
but too late to inform the BoC’s decision — or at least the market’s 
reading of BoC risks. Key will be Friday’s CPI print for June. Headline 
inflation is likely bottoming at just shy of 1% y/y or will do so soon over coming months. On year-ago base 
effects when comparing to the trough in oil prices earlier this year, headline inflation will probably rise back up 
to 2% by early 2016. If that was only due to base effects then policy should look through the rise, even if it did 
so less than perfectly when headline inflation was temporarily falling via a possibly asymmetric inflation bias. 
The bigger issue here is whether core inflation remains north of 2% as it has for ten consecutive months. 
What also matters is whether the breadth of the gains in core prices will remain fairly strong and not just 
focused upon the highest outliers like meat and telecommunications prices. 

Wednesday’s manufacturing shipments will arrive just before the BoC reports land 90 minutes later. They are 
likely to follow the already released export figures lower if the breadth of the export weakness is any 
indication. Home resales (Wednesday) could post a fifth consecutive rise if numbers out of some of the 
biggest cities are any indication. 

United States — Focus On Yellen 

Fed-speak, earnings, and macro data will shape domestic market influences in addition to high spillover risk 
from developments overseas. When Federal Reserve Chair Janet Yellen delivers her semi-annual Monetary 
Policy Report to Congress and testifies on Wednesday and Thursday, her views on international risks will be 
further informed — for better or worse — on the basis of Sunday’s EU Summit on Greece and Tuesday’s 
Chinese GDP print. This may drive updated rate guidance ahead of the July 29th FOMC meeting. We expect 
Yellen to strike a note of encouragement on what she sees domestically and to remain cautious toward 
international developments depending on the outcome of the earlier events. In addition to Yellen, there will be 
speeches from other Fed officials including Vice Chair Stanley Fischer (always voting), San Francisco’s 
Williams (voting), KC’s George (alternate), and Cleveland’s Mester (alternate). The Beige Book of regional 
economic conditions will also be released. 

Earnings risk will also factor into the week’s market tone. 43 firms that are listed on the S&P500 index will 
accelerate the Q2 earnings season. Much of the focus will be upon financials including JP Morgan, Wells 
Fargo, BlackRock, Bank of America, Goldman Sachs, and Citigroup. Among the other names on the schedule 
are Intel, GE, Google, Mattel, eBay, Netflix, and Johnson & Johnson. 

Derek Holt 416.863.7707 
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Macro data risk may also figure prominently on the week, 
particularly on two counts that may conflict with one another from a 
market standpoint. Tuesday’s retail sales for June are facing an uphill 
climb to post headline growth. That’s because we already know that 
vehicle sales fell in June but from about a nine-year high with the level 
of sales remaining cycle-elevated. Gasoline prices were a little higher in 
June over May and may help a touch, given that we’re only dealing with 
the change in the dollar value of sales until CPI arrives later in the week 
and we can then separate price and volume effects on retail sales. 
Thus, the second main release of the week will be Friday’s inflation 
reading. The small rise in gasoline prices and underlying resilience in 
core prices ex-food and energy may be enough to continue lifting CPI 
inflation into mildly positive year-ago headline readings on the path to 
around 2% into early next year. 

Macro releases of lesser significance will include industrial production 
that could rebound from the prior month’s small dip, the Philly Fed’s 
regional business gauge that will be watched for further signs of an 
uptrend, housing starts that have been wickedly volatile this year and could post renewed monthly growth, and 
the University of Michigan’s consumer sentiment reading that has been running around the highest readings 
since before the crisis so far this year (chart 3). American consumer confidence is proving to be resilient 
to international headlines perhaps in part because the spillover effects include lower bond yields and 
borrowing costs. The 30 year fixed mortgage rate, for example, has fallen by a quarter point back down to 4% 
since it peaked in late June. Thank you Greece and China.  
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The BoC And The Great Canadian Non-Recession 

The country is not in recession in any meaningful or broadly defined way at this point, and we believe 
that the BoC should not and will not cut next week. A dovish bias has merit, but it is likely premature to give 
up on the rebound story and court the substantial risks associated with further rate cuts. Whether a cut happens 
or not, we're likely to see higher short-term market rates emerge as current pricing for BoC policy moves over 
multiple future meetings is very rich as indicated by our fixed income strategist Roger Quick. This note expands 
upon the arguments that were provided here. 

Mixed Readings On The Economy 

There are two ways of defining a recession. Canada may be just barely meeting one definition but probably only 
temporarily so, and is not at all meeting the sounder definition with what we know now. 

The more popular definition is marked by back-to-back quarterly declines in GDP. The economy contracted by an 
annualized 0.6% rate in Q1 and may well have contracted by a similar amount in Q2 but with most  data for May and June 
still pending. Note that when this definition of recession has been met in the past, it has typically been marked by 
vastly larger and longer-lived quarterly percentage declines such as in the early 1980s, early 1990s, and 2009. 

The second less popular but more informative definition looks at a broad array of economic indicators on the 
theory that GDP growth provides an incomplete picture. This is the approach taken by the official arbiter of 
US recessions, the National Bureau of Economic Research. So where do other Canadian readings stand? 

Canada has created 102,000 jobs since the start of the year and almost 200,000 
jobs over the past year during which oil prices slid. The unemployment rate lags 
recessions but employment losses are usually fairly coincidental to falling GDP. 
A large disconnect has now emerged between the measures (chart 1). Will a 
trend toward job losses arise in future?  Maybe, but during past periods of sharp 
oil price declines we would have seen a jobs hit by now (chart 2). The rate 
debate should wait for at least several months to see if this happens.  

Housing markets remain on fire. House prices are climbing to new all-time 
record highs (+8% y/y across Canada; 7% in Toronto and 11% in Vancouver) 
and home sales continue to climb higher and higher. Vehicle sales are 
trending at elevated heights. Retail sales volumes have been volatile since 
December but the trend is resilient. 

Financial markets and business finances are not consistently showing signs of 
recession. Yes, corporate profit growth has dramatically softened especially in the 
resources sector but that may bottom with the Q2 earnings cycle. The curve is not 
inverted with about a one hundred point positive spread between 10s and 2s. 
Credit growth continues to come on strong including in the business sector of late. The inventory cycle is not ringing 
alarms which suggests low risk that bloated inventories can prompt strong production cutbacks (chart 3). 

On balance, if these are the criteria by which to make a recession call then — while we’d prefer something 
better — we’ll take it. Instead, however, we’ll call this the Great Canadian Non-Recession. GDP growth is 
perhaps being temporarily disrupted by the worst and typically concentrated effects of the drop in oil prices, a 
harsher-than-usual winter and spillover effects on North American supply chains of the strikes that crippled west 
coast ports in the US. The net benefits of lower oil prices and currency depreciation coupled with an already 
evident US rebound may not have been given enough time to lift GDP growth in other regions of the country. 

Assessing BoC Cut Risks 

Traders are divided on next week’s decision with currently slightly better odds of a pause than a cut priced into OIS 
markets (a swap contract priced off of expectations for the policy rate after next week’s announcement). That rises to 

Derek Holt 416.863.7707 
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about 100% odds by Sept/Oct. Yesterday’s Reuters survey showed 12 of 35 
forecasters forecasting a cut with the majority still in favour of a hold. Our hold 
call does not buy the three main arguments advanced by the cut camp 
and discussed below: 

1.  The BoC will be concerned about lower oil prices  

Maybe, but it is important to note that the BoC’s oil price forecast 
assumptions are not being disappointed. We’ve simply come off the 
recent oil price peaks and markets had temporarily overshot the BoC’s 
assumptions that were based upon the spot prices at the time of doing the 
forecasts. The BoC’s April MPR (its last full forecast) had assumed oil prices 
would average $55 on Brent, $50 on WTI and $35 on Western Canada 
Select over the projection horizon. Brent is now about $58, WTI is $53 and 
WCS is $40.50. Since the BoC’s April meeting and its last forecasts, WTI 
has averaged $58.40, and Western Canada Select has averaged $49.  

2.  The BoC will want to weaken the currency  

Possibly, but I’m less sure of that. CAD is testing weak levels for the year 
while oil prices remain firmer than the earlier low points in Q1/Q2. The 
floating currency is absorbing more of the softer oil price effect than 
was the case in January.   

3.  Weak April GDP and May trade data defies expectations of a rebound 

April/May Canadian data may have been partly reflecting hangover effects 
from a harsh winter and a soft US economy in Q1 and into the start of Q2 
whereas the US activity measures really picked up thereafter. So, Canadian 
data might be following a similar trajectory to that which we have observed in 
the US but unfortunately the problem here is that the Canadian data 
notoriously lags the US. If this argument proves correct, then it could be 
rather ill-advised for the BoC to cut based upon stale data. Further, by StatsCan’s own past admissions, much of 
the trade data on the resources and particularly the energy side of the picture is inferred because it is not 
available on a timely basis for the first pass before completed industry responses are incorporated into revisions. 
Cutting now won’t change backward data. There remain good reasons to expect better growth. 

You Can’t Re-Load A Spent Bullet 

As for the theory that the BoC can cut now with zero risk and take it back with future rate hikes to offset easing 
should it prove to be unnecessary, don't be so sure. You can't put the bullet back in the chamber after it has 
been fired. If cuts further inflame housing, then when we eventually enter the potential soft patch of weakened 
housing demand it may prove to be very difficult to hike. Giving away cuts now could mean courting more 
extreme monetary policy action later and with debatable success in a market like Canada especially if the Fed is 
going the other way. Relying upon further macroprudential policy tools to contain housing risks in a timely 
manner is set against the mixed success of such measures to date.  

It risks feeding weakness if the BoC cuts and accompanies such a move with confidence-sapping guidance. It 
also risks delaying the rotation of growth sources away from the household sector and toward the investment 
and export sectors through over-stimulating consumption and housing and setting a low bar for hurdle rate 
targets and thus biasing the capital-labour ratio consistently in favour of labour at the expense of productivity 
and hence both profits and long-run living standards of workers. Just as the BoC has been patient in looking 
through core inflation upsides, it should arguably look through the first half of the year’s growth performance.  
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Canada’s Export Performance — Down, But Not Out 

The Canadian economy is having considerable difficulty in generating 
stronger momentum. Domestically-driven activity is still quite resilient, 
with consumer spending and housing activity remaining relatively 
buoyant. However, the fundamental problem is the continuing 
weakness in exports and business investment — the sectors being 
counted upon to lead the expected revival in growth. This is 
particularly important to Canada since exports of goods & services 
account for about a third of GDP.  

The fallout from the consolidation in the energy sector is still 
percolating through the producing provinces — primarily Alberta and 
Saskatchewan — though most regions are being affected by the 
weakness in demand for manufactured goods and business-related 
services. The persistent sluggishness in global economic activity, 
alongside the renewed slump in crude oil prices, point to further 
consolidation in Canada’s large energy sector. Energy exports remain 
under pressure, profits are continuing to decline, investments are still 
contracting, and spending on related goods & services is being 
reduced. 

Non-energy exports have been largely underperforming since late-
2014 because of the continued slowdown internationally and, in 
particular, the sluggishness in U.S. spending through the early part of 
the year. The U.S. rebound has been slow to materialize, and the 
general operating environment is being compromised by the renewed 
global turbulence attributed to debt-related strains in a number of 
regions, and the uncertainty surrounding the continuing deceleration in 
China. U.S. import trends have remained soft through May, 
highlighting the hurdle to faster Canadian growth. Despite some 
increased geographic diversification, Canada’s trade fortunes remain 
closely linked to U.S. developments, with about 75% of international 
shipments still destined south of the border. 

More recent data suggest that U.S. domestic demand is beginning to 
firm up, as evidenced by the upturn in auto sales, housing-related 
activity, continuing capital goods orders, and the confidence 
engendered by rising employment. This encouraging U.S. outlook, 
bolstered by a more competitive loonie and more integrated NAFTA-
zone supply chains, should lead to stronger Canadian exports and 
domestic industrial activity going forward.  

The aerospace industry has been Canada’s export growth leader this 
year and is expected to continue to outperform, as global aircraft 
manufacturers continue to ramp up production to fill bulging order 
backlogs. Several Canadian aerospace companies are global leaders, 
while many others supply the world’s two largest aircraft 
manufacturers. The start-up of production at Canada’s largest auto 
assembly plant, following several months of retooling, will also buoy 
Canadian exports and industrial activity. The chemical industry is likely 
to continue to outperform, due to expansion in recent years, especially 
in pharmaceuticals. In addition, a stronger growth profile in the United 
States should benefit a number of Canadian sectors which have been 

CANADA 
Carlos Gomes 416.866.4735 

carlos.gomes@scotiabank.com 
Adrienne Warren 416.866.4315 

adrienne.warren@scotiabank.com 
Aron Gampel 416.866.6259 

aron.gampel@scotiabank.com 

-50

-40

-30

-20

-10

0

10

20

30

40

Jan 13 Jul 13 Jan 14 Jul 14 Jan 15

Weakness In Canadian
Energy Exports ...

Source: Statistics Canada, Scotiabank Economics. 

y/y % change, 3mma

Value

Volume

-6

-4

-2

0

2

4

6

8

10

12

14

16

Jan 13 Jul 13 Jan 14 Jul 14 Jan 15

... Has Been Compounded By The 
Decline In Non-Energy Shipments ...

Source: Statistics Canada, Scotiabank Economics. 

y/y % change, 3mma

Value

Volume

-20

-15

-10

-5

0

5

10

15

Jan 13 Jul 13 Jan 14 Jul 14 Jan 15

... Alongside The Slowing In 
U.S. Demand

Source: U.S. Department of Commerce, 
Scotiabank Economics. 

y/y % change, 3-mma

U.S. Imports from Canada

U.S. Exports to 
Canada

Chart 2 

Chart 1 

Chart 3 



Economics 

Global Views 
  

July 10, 2015 

8 

  

… continued from previous page 

lagging. The recent improved momentum in U.S. housing is expected to increasingly benefit the forestry and 
manufacturing sectors. More buoyant U.S. household spending should help lift shipments of Canadian 
consumer products and services.  

For the time being, Canada’s sub-par expansion is continuing to rely on consumer spending and housing 
expenditures. Domestic service-sector activity remains a relative bright spot, led by financial and other 
commercial services, as well as tourism. At the same time, infrastructure-related spending will help provide 
some timely support. Canadian households and businesses should also benefit from continued supportive 
conditions. Low inflation and energy prices are bolstering purchasing power. Borrowing costs are at 
historically low levels. Although currency trends have become increasingly volatile, the loonie will likely remain 
at a deep or potentially even deeper discount to the greenback.  

An improving export performance remains key to a more positive economic outlook for Canada, especially 
since it would help take up the capacity needed to bolster business investment. A stronger and more 
sustainable U.S. rebound is paramount. A reduction in exogenous shocks caused by recurring geopolitical 
issues would also be supportive. So would a firming up in growth around the world, especially in the Asia-
Pacific region, which would eventually lead to an end to the supply consolidation which is undercutting 
commodity prices and the terms of trade that are so important to Canadian export earnings.  

During these challenging times, Canadian businesses should increase their investments in productivity-
enhancing initiatives — machinery, technology, and training — which are critical to boosting international 
competitiveness. From a public policy perspective, Canada has the policy flexibility to affect change if needed. 
The Bank of Canada still has some manoeuvring room to implement more monetary accommodation, 
although another cut in the overnight rate may have only limited impact in helping to reinvigorate the lagging 
export and investment trends. And as one of a few major economies with a relatively healthy federal fiscal 
position, Ottawa has the flexibility to address some shortcomings if the expansion stalls.    
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 The Significant Export Role Of Canadian SMEs 

 SME exports play a critical role across a number of industries.  

The surprise in Statistics Canada’s profiles of exporting enterprises for 
2013 is not the large firms’1 dominance, but the size and diversity in the 
export receipts of small- and medium-sized enterprises (SMEs).  While 
1,216 large enterprises in 2013 accounted for nearly 75% of Canada’s 
receipts, 37,639 SMEs provided the other 25%. Coincidentally, the SMEs’ 
2013 export market share roughly matched the share for the ten largest 
exporting enterprises. Among Canada’s top 100 exporting enterprises — 
a complex group with nearly 1,200 declaring units — 14 were SMEs.  

The geographic focus of SME exports is far broader than the United 
States (chart 1). Indeed, the SME share of Canada’s export receipts in 
2013 was typically larger for smaller less developed nations (chart 2). 
For Africa, Eastern Europe and the Middle East, for example, the 
SMEs’ share of Canadian export sales topped 42% in 2013, 
establishing a foothold in these markets.  

By industry (charts 3 and 4), large enterprises’ export share was 
dominant in transportation equipment (94%), mining including oil & gas 
(91½%), primary metals (88%), paper (84%) and finance & insurance 
(83%). Industries where SMEs’ market share was dominant include: 
information & cultural services (88%), agriculture, forestry, fishing & 
hunting (87%), clothing and leather (84%), fabricated metals (71%), 
furniture (63%) and machinery (61%). SMEs’ outsized role was 
expected in several areas, such as the primary sector, but this group 
also is critical to Canada’s export presence in products such as 
machinery, fabricated metals and a range of miscellaneous 
manufactured goods.   

The national scope and focus of the enterprise export data necessarily 
limit the provincial detail. Provincial export concentration in some of the 
industries where SMEs are 
dominant suggests some 
trends — such as Ontario’s 
and Quebec’s extended 
export participation in 
fabricated metals, 
machinery and furniture, 
with British Columbia added 
in for electronic products. 
The SME export data by 
country and product 
suggest this group’s ability 
to  perceive and act upon 
specific geographic and 
product niches, in part a 
possible reflection of their 
supply chain participation.   

Chart 1 

Chart 4 

Chart 2 

Chart 3 

1Large enterprises have 500 or more employees. For more detail on methodology see: http://www23.statcan.gc.ca/imdb/p2SV.pl?
Function=getSurvey&SDDS=5124    Source for all charts: Statistics Canada. 
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China’s Equity Correction To Carry Limited Macro Effects 

 In our view, the knock-on effects of China’s current stock market correction on the real 
economy will be only modestly negative.  

Mainland equities fell as much as -32% after peaking on June 12 despite a myriad of measures implemented 
by policymakers to halt the correction, including interest rate and Reserve Requirement Ratio (RRR) cuts. 
While international investors are for the most part not directly invested in mainland equities, the growing fear is 
that the Chinese stock market correction will produce serious knock-on effects that hamper broader growth. In 
our view, however, the equity market correction will have only modestly negative and short-lived effects on the 
real economy, and so does not represent hard landing material. See here for our full report, (originally 
published on July 7, 2015) and below for a summary of our findings.  

 The largest direct negative effect of a pronounced stock market 
decline will be a slowdown in IPO activity. Twenty-eight companies 
have already announced the suspension of planned IPOs and this 
will likely hurt company sentiment, investment and hiring to a 
certain extent. However, equity issuance remains only a small part 
of financing in China worth about 5% of aggregate financing, and 
we doubt corporate finance will be meaningfully derailed.   

 The recent stock market rally is smaller than the 2007 bubble 
during which the market capitalization of mainland Chinese 
equities soared to over 160% of GDP before collapsing to about 
50%. This time, market capitalization is running at about 60% of 
GDP — roughly half that of the U.S., U.K. or Canada (chart 1). 

 Existing research has found China’s stock market wealth effect to be 
low and possibly even negative as stock market gains can crowd out 
other forms of returns and cash can be diverted to equity purchases 
in lieu of consumption. In part, this is because there is still only a 
very small proportion of Chinese households directly invested in the 
equity market. The China Securities Depository and Clearing 
Corporation lists 90 million investors in mid-June, which works out to 
about 8% of Chinese adults. Moreover, only 55% of those investor 
accounts actually contained any securities, suggesting that active 
investor participation is even lower. 

 Financial intermediation remains a small share of the economy at 
about a 6 percentage point weight in Chinese GDP, and we find little 
evidence of meaningful linkages between GDP in the financial 
intermediation sector and volume measures of stock market activity.  

 While elevated levels of leverage are a risk to further equity 
market volatility and losses, recent regulatory changes coupled 
with clear policy support from Beijing suggest to us that a series 
of margin calls do not yet pose wide systemic risk. Outstanding 
margin loans have now fallen by 22% from their peak value but 
are still 150% larger than they were in November 2014. Plus, average overcollateralization remains fairly 
healthy.  

In short, we are not unconcerned about the macroeconomic effects of correcting Chinese equity markets but 
not sufficiently worried to view it as hard landing material versus a relatively minor and short-lived drag on 
economic growth and financial stability. 

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 

Frances Donald 416.862.3080 
frances.donald@scotiabank.com                                                    
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Germany’s Economic Outlook 

 Despite recent softening, German economic growth should edge modestly higher 
through 2016. Risks to the outlook are on the downside as markets await another event-
filled weekend and last-ditch effort to strike a deal between Greece and its creditors.  

German real GDP growth is forecast to accelerate this year, 
though economic momentum has softened in recent months. This 
mainly reflects the subdued trend in industrial activity and exports, 
while external headwinds — muted demand in key foreign markets and 
the potential fallout from a Greek exit from the euro area — are 
weighing on business sentiment. More broadly, however, high-
frequency surveys point to healthy growth and demand expectations, 
fuelled by stronger domestic fundamentals. Private consumption will 
remain the dominant driver of economic activity thanks to robust labour 
market conditions and higher real wages. This, combined with cheap 
financing costs as well as rising capacity utilization and property 
values, also bodes well for investment. We expect the contribution to 
growth from government spending to be modestly positive, while net 
exports will likely be flat as import gains strengthen.  

German real GDP is forecast to advance by close to 2% y/y in 
2015-16, though risks to our forecast are on the downside. The 
region’s economic outlook is highly dependent on whether Greece and 
its creditors can finally come to a bailout agreement during this 
weekend’s emergency submit and by the Sunday deadline imposed by 
European Union leaders. The inability to secure a deal would likely 
force Greece into bankruptcy and render its banking sector insolvent. 
Encouragingly, however, some euro area leaders have voiced 
optimism on Greece’s new reform proposal submitted on July 9th.  

German inflation will remain well below target through 2016. After 
accelerating to 0.7% y/y in May, inflation slowed to 0.3% in June as 
consumers pulled back spending and Brent oil prices eased. However, 
the headline print is forecast to gradually trend higher to around 1% y/y 
at end-2015 and 1.5% at end-2016 underpinned by demand-pull price 
pressure, the weaker euro, and rising energy prices. With euro zone 
inflation forecast to be in line with the European Central Banks’s 
(ECB) target of close to, but below, 2% by 2017, we expect the ECB’s 
quantitative easing program will run its full course through September 
2016 and foresee no interest rates changes before 2017. However, 
adverse developments out of Greece pose a clear downside risk to our 
inflation outlook, and could weigh heavily on sentiment and inflation 
expectations boosting prospects for greater monetary intervention.  

Unlike many of its regional peers, German public finances are 
sound and the government will continue to meet medium-term 
fiscal targets. The general government budget is forecast to remain in 
surplus at roughly 1% of GDP in 2015. Strong tax revenues and low 
interest rates should also help the federal government balance its 
budget, after doing so in 2014 for the first time since 1969 — achieving 
its "schwarze Null" target a year ahead of schedule. These 
achievements should pave the way for improved debt metrics and 
modestly more growth-friendly fiscal policy.  

Erika Cain 416.866.4205 
erika.cain@scotiabank.com 
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Greece — Managing The Costs 

Another weekend waiting for headlines on Greece that have the potential to trigger a sharp market reaction as 
they open on Monday morning. In view of the move from the Greek government to get closer to the creditors’ 
position (on VAT rate hikes; timing and the implementation of the pension reforms) and some flexibility from 
the German government to open negotiations on the debt restructuring (no haircut but lowering interest rates 
being paid/extending maturities/issuance of GDP linked bond?), there is a sense of renewed optimism for a 
positive outcome. However, even if Greece and its creditors finally come to a bailout agreement, the cost 
appears higher than previously expected, for both Greece and Europe.  

Financial cost:  

 For Greece, at the end of last year, growth was showing signs of recovery. The EU Commission was 
projecting a nearly 3.0% rise in GDP growth this year and that Greece’s unemployment rate would start to 
decline from a peak of 27% down to 25%. However, after six months of policy uncertainty since the left-
wing Syriza government took office and the recent introduction of capital controls, Greece is now re-
entering recession. Furthermore, while a positive agreement will offer the possibility of new liquidity from 
the ECB and allow Greek banks to reopen, we are not sure that capital control could be quickly lifted. This 
could hamper the pace of any recovery process in Greece.   

 For Europe, in view of this worsening situation, all hopes that Greece could be in a more sustainable path 
on its debt in the not too distant future have now vanished. In a recent publication, the IMF indicated that 
— given the sharp deterioration in GDP growth which makes primary budget targets unachievable, lower 
receipts from privatisation, etc, — Greece will now require financing over the coming three years of more 
than €50 bn above what was previously expected. That equates to the current demand from the Greek 
government for new ESM loans.    

 All in all, while the initial market reaction to a 
Greek bailout deal could come at a higher cost 
for Germany — pushing German yields higher 
— this could be short-lived as it also brings the 
risk that the Eurozone recovery could be 
delayed/hampered, forcing the ECB to adopt a 
more dovish stance. Adding to indications of 
softer global growth (the IMF has again cut its 
forecast for global growth), this strengthens our 
view that the summer months could see rather 
mixed economic data in the Eurozone, 
especially from Germany where both global 
growth and the Greek story could have the most 
impact on business sentiment. So be aware of 
potential downside risks to the next Ifo/ZEW surveys. 

Political cost: 

 There is the temptation to think that, in view of the sharp economic cost for Greece to bargain with the 
creditors, the population in the rest of the Eurozone will move away from populism. As a result, the 
political risk will be reduced, which would help tighten peripheral/core yield spreads. This trend would be 
further supported by the fact that over the past months, there has been mounting evidence that growth in 
most peripherals countries is catching up. However, caution is required. Like the outcome of last year’s 
EU parliamentary election, the recent Greek referendum showed a real gap between what the political 
elite think and how the population could react. In this regard, the upcoming Spanish and Portuguese 

  Frédéric Prêtet 00.33.17037.7705 
frederic.pretet@scotiabank.com  
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general elections will be real tests. In Spain, 
polls seemed to show renewing strength in the 
popularity of populist parties such as “Podemos” 
since the Greek crisis intensified. So, keep an 
eye on Spanish polls over the coming months to 
really gauge the risk of political contagion. 

 A new bailout would require the support of a 
qualified majority of 85% of the votes inside the 
ESM. In some countries, this approval will 
require parliamentary support, which fuels the 
possibility of potential surprises. In Germany, 
Ms. Merkel will have to use all her credibility to 
deal with rising hostility at the Bundestag. Even in France, where it is not necessary, the Prime Minister 
indicated that there will be, at least, a consultation in front of the parliament. So, this could trigger some 
tension inside various European governments, which could make it harder in the future to push for 
important domestic reforms.  

Frédéric Prêtet 00.33.17037.7705 
frederic.pretet@scotiabank.com  
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UK Summer Budget 2015 

Rollercoaster Profile Smoothed 

Just a few months ago, ahead of the General Election, the coalition Government’s final Budget was described 
as resembling a rollercoaster profile for the path of the public finances. It showed precious little fiscal tightening 
in 2015-16, before an abrupt tightening in 2016-17. This week, in the first Conservative Government Budget for 
almost 20 years, the Chancellor took the opportunity to smooth out that profile.  

Previously we were looking at 0.4% of GDP tightening in the structural deficit for this year and 1.8% of GDP next 
year. Now we have approximately 0.8% of GDP this year and 1.3% of GDP next year. That is sensible and less 
of a killer blow to growth. Take the two together and we have fractionally less austerity for the next 2 years — 
marginally, marginally hawk friendly for the BoE if you really want a monetary policy angle. 

Gilt Issuance 

Gilt issuance for this financial year was reduced by GBP3.5bn (spread evenly across the curve). The bulk of the 
reduction in the financing requirement (GBP14bn in total) was soaked up by lower T-bill issuance. 

Future years see (indicatively) a GBP5-20bn per year reduction in the financing requirement. So the news on 
the day was that there was a smaller-than-expected reduction in issuance for this year, but a bigger-than-
expected reduction in issuance for future years. 

What is the National Living Wage? 

Osborne has typically left a surprise up his sleeve until the end of his Budget speeches. This Budget was no 
exception, but it is a bit harder than usual to get our heads around the impact of it. More specifically, George Osborne 
announced the introduction of the National Living Wage of £7.20 per hour from next year and rising to £9 an hour by 
2020. This issue got a number of politicians in the House of Commons extremely excited. But the announcement left 
many of us scratching our heads. So what is the National Living Wage and what impact could it have? 

 This is a subtly different concept to the National Minimum Wage since it only affects workers over 
the age of 25. 

 It is a wage rate calculated based on the cost of living in the UK.  

 It will be compulsory.  

The Budget literature talks about 1 in 5 workers in the UK being classed as low-paid. Furthermore, this scheme 
is expected to boost earnings for 2.7 million workers (not sure how they come up with those numbers because 
2.7mn out of 30mn total employment is more like 1 in 10 than 1 in 5). Whatever the proportions, a 30% pay rise 
for 2.7 million workers over the next 5 years should boost wage inflation. 

For us, the key question is whether there are second-round effects. The Budget literature seems to suggest that there 
will be positive spill-over effects throughout the labour force (i.e., if the low-paid get a pay rise, then higher-income 
groups will get one to some effect). We agree to some extent that there may some upward drift at the mid to lower 
end of the spectrum. However, the experience of last year’s National Minimum Wage hike showed that, while pay 
rates rose for the lowest-income groups, that was offset by holding down the pay increases for higher-income groups.  

So will we see a rerun of last year? We would suggest that in a low productivity growth environment and a low 
inflation environment, firms don’t have the money to raise wages across the spectrum. Our guess would be that 
higher-income groups will suffer depressed pay increases to offset the increase in the burden of firms’ 
overheads to pay lower-income groups. 

In the context of monetary policy, the MPC will have to get its head around exactly what they expect. Should 
they look through artificial influences on wages? (Probably not.) Will they judge, like the Government, that there 
will be positive second-round effects? At a push we think this announcement is mildly hawk-friendly (i.e., a 7.5% 
annual pay rise for 10% of the labour force, albeit offset to some extent by higher-income groups). But it is likely 
to make an already tricky outlook for wage inflation even harder. 

  Alan Clarke 44.207.826.5986 
alan.clarke@scotiabank.com  
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Key Data Preview  

CANADA 

Canadian inflation has been running at fairly strong levels (at least on a relative global developed market 
basis) all year, and we expect ongoing firmness in Canadian consumer prices when the June figures land. 
We’re anticipating a solid +0.4% m/m increase in not-seasonally-adjusted headline CPI in concert with a big 
move higher in gasoline prices on the month (+6.4% m/m in terms of the average pump price according to 
data from Bloomberg) that leaves headline CPI at a somewhat more muted +1.3% y/y as base effects from 
last year’s commodity price drop start to kick in. That said, a small seasonal monthly decline in core inflation  
(-0.1% m/m) in line with typical clothing discounting and flattening out in recreation prices would leave core 
CPI at a fairly robust +2.2% with some upside risk, pointing to the ongoing firmness that core Canadian prices 
have experienced likely due, in part, to pass-through from the weak C$.  

Manufacturing sales figures are hard to get excited about for May. On the one hand, we are hoping for a 
+0.5% m/m base-effect fueled bounce after a miserable -2.1% m/m performance in April. On the other hand, 
underlying leading and coincident indicators are weak — and forest fires in Western Canada may have 
resulted in plant shutdown in the petroleum industry (which is, after all, a large producer of manufactured 
goods in the form of refined oil products). Exports of manufactured goods on the month were on the soft side 
as well, with finished metal products exports falling by 5.8% m/m and exports of machinery (-3.5% m/m) and 
electrical equipment (-4.8% m/m) both weak. The saving grace is that exports of motor vehicles and parts 
(+2.7% m/m) and aircraft (+10.3% m/m) were both strong, which should support at least a bit of a bounce from 
April’s lows. 

UNITED STATES 

U.S. inflation should also pick up in June in line with the increase in gasoline prices and we’re looking for a 
+0.4% m/m print on headline and a +0.3% m/m print on core. Aside from the +3.1% m/m increase in average 
gasoline prices (per Bloomberg data), the +0.5% m/m rise in commodity foodstuff prices should pass through 
into elevated retail costs. Underlying core inflation has been supported by overall positive trends in U.S. home 
prices, and we expect that trend to continue in June. There should also be some positive base-effects in 
services costs in June after May saw a slight slow-down after services prices had increased steadily; we still 
think that improved domestic economic activity and better labor compensation will filter into rising services 
prices and keep them supported (and rising) in June. We’re looking for a +0.3% m/m core price increase that 
leaves underlying inflation at +1.9% y/y. 

Retail sales, on the other hand, might take a breather after posting gains on the order of +1.2% m/m in May, 
and we’re looking for a +0.2% m/m print for June as car sales slipped slightly on the month (17.1m at an 
annualized rate vs. 17.7m in May). Consumer sentiment, however, remains robust, and we expect that retail 
sales ex-motor vehicles will grow at a more substantial +0.4% m/m pace. Gasoline prices should be 
supportive of retail sales as well. 

Industrial production for June could present a pleasant positive surprise, and we’re expecting a +0.4% m/m 
increase as manufacturing surveys on the month were solid including the ISM Manufacturing and Philly Fed 
survey. Vehicle assemblies should pick up on the back of strong consumer demand in May (and for that 
matter June). Base effects in the utilities sector could be positive as May barely showed any recovery from 
large declines in March and April and only left utilities output higher by +1.3% y/y. On a cautionary note, new 
orders of non-durables were weak in May, which may bode poorly and leaves us a bit less enthusiastic than 
we otherwise would be. 

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

EUROPE 

Markets are bracing for another event-filled weekend dominated by Greece headlines, as the country attempts 
a last-ditch effort to strike a bailout agreement with its creditors. Greece’s inability to secure a deal would likely 
force the country into bankruptcy and render its banking sector insolvent, potentially prompting its exit or 
“Grexit” from the euro zone. Greece’s credit institutions — the European Commission, the European Central 
Bank and the International Monetary Fund — will assess Greece’s new reform proposal submitted on July 9th, 
and send its findings to euro zone finance ministers ahead of a Eurogroup meeting on Saturday. These 
ministers will ultimately decide whether the plan is sufficient to restart bailout negotiations. If the proposal is 
deemed inadequate, EU leaders will then meet on Sunday for an emergency summit to discuss preparations 
for an imminent “Grexit”.  

The region’s economic outlook as well as creditability of the euro project is highly dependent on whether the 
two sides can finally reach an agreement by Sunday’s deadline. Encouragingly, however, some euro area 
leaders have voiced optimism on Greece’s new three-year bailout proposal. The latest reform plan submitted 
by the Greek Prime Minister Alexis Tsipra and approved by his cabinet supposedly bears a close resemblance 
to the bailout deal put forth by creditors on June 25th, which Greek voters overwhelmingly rejected at the July 
5th referendum. This seemingly underscores a high level of determination by the Greek government to do what 
it takes to keep the country within the euro zone.  

LATIN AMERICA 

We expect Brazil’s economic activity index, a monthly proxy of 
GDP growth, to indicate that the country’s economic contraction 
steepened in May when results are released on July 15th, likely 
down roughly 3.8% y/y. The central bank’s attempts to rein in 
sky-high inflation (8.9% y/y in June) have pushed borrowing 
rates in Brazil to the highest level in the G20, putting further 
downward pressure on growth. On the back of the worsening 
economic outlook, President Dilma Rousseff’s approval rating 
has reached fresh lows of only 15% in a June 18-21 poll 
compared to nearly 80% in early 2013.   

ASIA 

China will release second quarter GDP data on July 14th (EST). 
We estimate that the economy expanded by 6.9% y/y — virtually 
in line with the official target for 2015 — while continuing its 
gradual deceleration trend; real GDP grew by 7.0% y/y in the 
first quarter of 2015. Although energy output (one of the most 
reliable indicators of economic activity) as well as cement 
production, real estate, and manufacturing sector sentiment 
have shown signs of stabilization or pick-up in recent months, 
various other high frequency indicators, such as cargo volumes, 
steel output, vehicle sales, and aggregate financing point to 
further downward pressure on economic momentum. Indeed, 
China’s industrial activity continues to slow and contribute less to 
economic expansion, while the economy is becoming more 
consumer-based and services-oriented. We estimate that 
Chinese real GDP growth will average 6¾% y/y in 2015-16. 
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Key Indicators for the week of July 13 – 17 

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

North America 

Europe 

A3 

Country Date Time Indicator Period BNS Consensus Latest
US 07/13 14:00 Treasury Budget (US$ bn) Jun -- 41.0 -82.4

CA 07/14 08:30 Teranet - National Bank HPI (y/y) Jun -- -- 4.6
US 07/14 08:30 Export Prices (m/m) Jun -- 0.1 1.3
US 07/14 08:30 Import Prices (m/m) Jun -- 0.1 1.3
US 07/14 08:30 Retail Sales (m/m) Jun 0.2 0.3 1.2
US 07/14 08:30 Retail Sales ex. Autos (m/m) Jun 0.4 0.6 1.0
US 07/14 10:00 Business Inventories (m/m) May -- 0.2 0.4

US 07/15 07:00 MBA Mortgage Applications (w/w) JUL 10 -- -- 4.6
CA 07/15 08:30 Manufacturing Shipments (m/m) May 0.5 0.3 -2.1
US 07/15 08:30 Empire State Manufacturing Index Jul -- 3.0 -2.0
US 07/15 08:30 PPI (m/m) Jun 0.3 0.3 0.5
US 07/15 08:30 PPI ex. Food & Energy (m/m) Jun 0.2 0.1 0.1
CA 07/15 09:00 Existing Home Sales (m/m) Jun -- -- 3.1
US 07/15 09:15 Capacity Utilization (%) Jun -- 78.1 78.1
US 07/15 09:15 Industrial Production (m/m) Jun 0.4 0.2 -0.2
CA 07/15 10:00 BoC Interest Rate Announcement (%) Jul 15 0.75 0.50 0.75

CA 07/16 08:30 International Securities Transactions (C$ bn) May -- -- 12.9
US 07/16 08:30 Initial Jobless Claims (000s) JUL 11 285 283 297
US 07/16 08:30 Continuing Claims (000s) JUL 4 2330 2290 2334
US 07/16 10:00 NAHB Housing Market Index Jul -- 59.0 59.0
US 07/16 10:00 Philadelphia Fed Index Jul 15.0 12.0 15.2
US 07/16 16:00 Total Net TIC Flows (US$ bn) May -- -- 106.6
US 07/16 16:00 Net Long-term TIC Flows (US$ bn) May -- -- 53.9

CA 07/17 08:30 CPI, All items (m/m) Jun 0.4 0.2 0.6
CA 07/17 08:30 CPI, All items (y/y) Jun 1.3 1.0 0.9
CA 07/17 08:30 Core X8 CPI (m/m) Jun -0.1 -0.2 0.4
CA 07/17 08:30 Core X8 CPI (y/y) Jun 2.2 2.1 2.2
CA 07/17 08:30 CPI, All items (index) Jun -- -- 126.9
CA 07/17 08:30 CPI SA, All items (m/m) Jun -- -- 0.4
CA 07/17 08:30 Core CPI SA, All items (m/m) Jun -- -- 0.2
US 07/17 08:30 Building Permits (000s a.r.) Jun -- 1150 1250
US 07/17 08:30 Housing Starts (000s a.r.) Jun 1125 1123 1036
US 07/17 08:30 Housing Starts (m/m) Jun -- 8.4 -11.1
US 07/17 08:30 CPI (m/m) Jun 0.4 0.3 0.4
US 07/17 08:30 CPI (y/y) Jun 0.3 0.2 0.0
US 07/17 08:30 CPI ex. Food & Energy (m/m) Jun 0.3 0.2 0.2
US 07/17 08:30 CPI ex. Food & Energy (y/y) Jun 1.9 1.8 1.7
US 07/17 08:30 CPI (index) Jun -- 238.7 237.8
US 07/17 10:00 U. of Michigan Consumer Sentiment Jul P 96.5 96.5 96.1

Country Date Time Indicator Period BNS Consensus Latest
GE 07/14 02:00 CPI (m/m) Jun F -0.1 -0.1 -0.1
GE 07/14 02:00 CPI (y/y) Jun F 0.3 0.3 0.3
GE 07/14 02:00 CPI - EU Harmonized (m/m) Jun F -0.2 -0.2 -0.2
GE 07/14 02:00 CPI - EU Harmonized (y/y) Jun F 0.1 0.1 0.1
SP 07/14 03:00 CPI (m/m) Jun F -- 0.3 0.3
SP 07/14 03:00 CPI (y/y) Jun F -- 0.1 0.1
SP 07/14 03:00 CPI - EU Harmonized (m/m) Jun F 0.2 0.2 0.2
SP 07/14 03:00 CPI - EU Harmonized (y/y) Jun F 0.0 0.0 0.0
IT 07/14 04:00 CPI - EU Harmonized (y/y) Jun F 0.2 0.2 0.2
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Key Indicators for the week of July 13 – 17 

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
UK 07/14 04:30 CPI (m/m) Jun -- 0.1 0.2
UK 07/14 04:30 CPI (y/y) Jun -- 0.0 0.1
UK 07/14 04:30 DCLG House Prices (y/y) May -- -- 5.5
UK 07/14 04:30 PPI Input (m/m) Jun -- -0.8 -0.9
UK 07/14 04:30 PPI Output (m/m) Jun -- 0.1 0.1
UK 07/14 04:30 RPI (m/m) Jun -- 0.1 0.2
UK 07/14 04:30 RPI (y/y) Jun -- 1.0 1.0
EC 07/14 05:00 Industrial Production (m/m) May -- 0.2 0.1
EC 07/14 05:00 Industrial Production (y/y) May -- 2.0 0.8
EC 07/14 05:00 ZEW Survey (Economic Sentiment) Jul -- -- 53.7
GE 07/14 05:00 ZEW Survey (Current Situation) Jul 58.0 60.0 62.9
GE 07/14 05:00 ZEW Survey (Economic Sentiment) Jul 25.0 29.0 31.5

FR 07/15 02:45 CPI (m/m) Jun 0.0 0.0 0.2
FR 07/15 02:45 CPI (y/y) Jun 0.3 0.3 0.3
FR 07/15 02:45 CPI - EU Harmonized (m/m) Jun 0.0 0.0 0.2
FR 07/15 02:45 CPI - EU Harmonized (y/y) Jun 0.3 0.4 0.3
UK 07/15 04:30 Average Weekly Earnings (3-month, y/y) May -- 3.3 2.7
UK 07/15 04:30 Employment Change (3M/3M, 000s) May -- 35.0 114.0
UK 07/15 04:30 Jobless Claims Change (000s) Jun -- -9.0 -6.5
UK 07/15 04:30 ILO Unemployment Rate (%) May -- 5.5 5.5

EC 07/16 05:00 CPI (m/m) Jun 0.0 0.0 0.0
EC 07/16 05:00 CPI (y/y) Jun F 0.2 0.2 0.2
EC 07/16 05:00 Euro zone Core CPI Estimate (y/y) Jun F 0.8 0.8 0.8
EC 07/16 05:00 Trade Balance (€ mn) May -- 21.8 24.9
EC 07/16 07:45 ECB Main Refinancing Rate (%) Jul 16 0.05 0.05 0.05

Country Date Time Indicator Period BNS Consensus Latest
CH JUL 12-13 Exports (y/y) Jun -- 1.0 -2.5
CH JUL 12-13 Imports (y/y) Jun -- -15.5 -17.6
CH JUL 12-13 Trade Balance (USD bn) Jun -- 56.7 59.5

JN 07/13 00:30 Capacity Utilization (m/m) May -- -- -0.4
JN 07/13 00:30 Tertiary Industry Index (m/m) May -- -0.3 -0.2
JN 07/13 00:30 Industrial Production (y/y) May F -4.0 -- -4.0
IN 07/13 08:00 CPI (y/y) Jun -- 5.10 5.01
SI 07/13 20:00 Real GDP (y/y) 2Q A 2.5 2.6 2.6
ID JUL 13-14 BI Reference Interest Rate (%) Jul 14 7.50 7.50 7.50

IN 07/14 02:30 Monthly Wholesale Prices (y/y) Jun -- -2.3 -2.4
SK 07/14 19:00 Unemployment Rate (%) Jun 4.0 4.0 3.9
AU 07/14 21:30 New Motor Vehicle Sales (m/m) Jun -- -- -1.3
CH 07/14 22:00 Fixed Asset Investment YTD (y/y) Jun -- 11.2 11.4
CH 07/14 22:00 Industrial Production (y/y) Jun -- 6.0 6.1
CH 07/14 22:00 Real GDP (y/y) 2Q 6.9 6.8 7.0
CH 07/14 22:00 Retail Sales (y/y) Jun -- 10.2 10.1
JN JUL 14-15 BoJ Monetary Base Target (¥ tn) Jul 15 80.0 80.0 80.0
PH JUL 14-15 Overseas Remittances (y/y) May -- 5.5 5.1

ID 07/15 00:00 Exports (y/y) Jun -- -16.0 -15.2
ID 07/15 00:00 Imports (y/y) Jun -- -20.5 -21.4
ID 07/15 00:00 Trade Balance (US$ mn) Jun -- 464.0 955.0
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Key Indicators for the week of July 13 – 17 

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
MA 07/15 00:00 CPI (y/y) Jun 2.2 2.4 2.1
SI 07/15 01:00 Retail Sales (y/y) May -- 3.0 5.0
NZ 07/15 18:30 Business NZ PMI Jun -- -- 51.5
NZ 07/15 18:45 Consumer Prices (y/y) 2Q -- 0.3 0.1
SI 07/15 20:30 Exports (y/y) Jun -- 2.0 -0.2
NZ 07/15 21:00 ANZ Consumer Confidence Index Jul -- -- 119.9

SK 07/16 17:00 PPI (y/y) Jun -- -- -3.5
AU 07/16 20:00 Conference Board Leading Index (%) May -- -- -0.3
HK JUL 16-20 Composite Interest Rate (%) Jun 0.30 -- 0.31

Country Date Time Indicator Period BNS Consensus Latest
BZ 07/14 08:00 Retail Sales (m/m) May -- -0.2 -0.4
BZ 07/14 08:00 Retail Sales (y/y) May -- -3.0 -3.5
CL 07/14 17:00 Nominal Overnight Rate Target (%) Jul 14 3.00 3.00 3.00

BZ 07/15 07:30 Economic Activity Index NSA (y/y) May -3.8 -3.8 -3.1
CO 07/15 17:00 Retail Sales (y/y) May -- 2.9 -1.0
PE 07/15 Economic Activity Index NSA (y/y) May -- 2.5 4.3
PE 07/15 Unemployment Rate (%) Jun -- -- 7.0
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Global Auctions for the week of July 13 – 17 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A6 

Asia Pacific 

Country Date Time Event
US 07/13 11:30 U.S. to Sell USD24 Bln 3-Month Bills
US 07/13 11:30 U.S. to Sell USD24 Bln 6-Month Bills

US 07/14 11:30 U.S. to Sell 4-Week Bills

Country Date Time Event
IT 07/13 05:00 Italy to Sell Up to EUR2.5 Bln 0.25% 2018 Bonds
CC 07/13 05:00 Cyprus to Sell 31-Day Bills
IT 07/13 05:00 Italy to Sell Up to EUR2 Bln 1.35% 2022 Bonds
IT 07/13 05:00 Italy to Sell Up to EUR1.5 Bln 1.65% 2032 Bonds
IT 07/13 05:00 Italy to Sell Up to EUR1.5 Bln 3.25% 2046 Bonds
GE 07/13 05:30 Germany to Sell EUR2 Bln 182-Day Bills
BE 07/13 05:30 Belgium to Sell 3% 2019 Bonds
BE 07/13 05:30 Belgium to Sell 0.8% 2025 Bonds
BE 07/13 05:30 Belgium to Sell 4.25% 2041 Bonds
IC 07/13 06:00 Iceland to Sell Bills
BE 07/13 06:00 Belgium Bond Auction
FR 07/13 08:50 France to Sell Bills

NE 07/14 04:00 Netherlands to Sell Bonds
SP 07/14 04:30 Spain to Sell 6 Month Bills
SP 07/14 04:30 Spain to Sell 12 Month Bills
NE 07/14 05:00 Netherlands to Sell Up to EUR2.5 Bln 0.25% 2025 Bonds on July1
EC 07/14 05:10 ECB Main Refinancing Operation Result
SZ 07/14 05:15 Switzerland to Sell 91-Day Bills
BE 07/14 05:30 Belgium to Sell Bills

GE 07/15 05:30 Germany to Sell EUR5 Bln 2025 Bonds
UK 07/15 05:30 U.K. to Sell GBP1.5 Bln 0.125% I/L 2026 Bonds

SP 07/16 04:30 Spain to Sell Bonds
FR 07/16 04:50 France to Sell Bonds
FR 07/16 05:50 France to Sell I/L Bonds

UK 07/17 06:00 U.K. to Sell 1-Month Bills
UK 07/17 06:00 U.K. to Sell 3-Month Bills
UK 07/17 06:00 U.K. to Sell 6-Month Bills

Country Date Time Event
CH 07/13 02:00 Guangdong to Sell CNY2.75 Bln 5-Yr Special Bonds
CH 07/13 02:00 Guangdong to Sell CNY1.1 Bln 7-Yr Special Bonds
CH 07/13 02:00 Guangdong to Sell CNY1.65 Bln 10-Yr Special Bonds
AU 07/13 21:00 Australia Plans to Sell Index Linked Bonds
CH 07/13 22:00 Fujian to Sell CNY3.48 Bln 7-Yr General Bonds
CH 07/13 22:00 Fujian to Sell CNY3.48 Bln 10-Yr General Bonds
CH 07/13 22:00 Fujian to Sell CNY1.16 Bln 3-Yr General Bonds
CH 07/13 22:00 Fujian to Sell CNY3.48 Bln 5-Yr General Bonds
JN 07/13 23:35 Japan to Sell 1-Year Bills

JN 07/14 04:00 Japan Auction for Enhanced-Liquidity
CH 07/14 22:35 China to Sell CNY30 Bln 10-Year Bonds

CH 07/15 22:00 Hunan to Sell CNY4.4 Bln 3-Yr General Bonds
CH 07/15 22:00 Hunan to Sell CNY12.6 Bln 5-Yr General Bonds
CH 07/15 22:00 Hunan to Sell CNY12.6 Bln 7-Yr General Bonds
CH 07/15 22:00 Hunan to Sell CNY12.6 Bln 10-Yr General Bonds
NZ 07/15 22:05 New Zealand Plans to Sell NZD100 Mln 2.5% 2035 Linked Bonds
JN 07/15 23:35 Japan to Sell 3-Month Bills
JN 07/15 23:45 Japan to Sell 5-Year Bonds
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Events for the week of July 13 – 17 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A7 

North America 

Latin America 

Asia Pacific 

Country Date Time Event
US 07/14 20:15 Fed's George Speaks on Economy in Kansas City
CA JUL 14-15 2015 International Stewardship Symposium

CA 07/15 10:00 Bank of Canada Rate Decision
CA 07/15 10:00 Bank of Canada Releases Monetary Policy Report
US 07/15 10:00 Yellen Delivers Semi-Annual Testimony to House Financial Panel
US 07/15 12:00 Fed's Williams Speaks on Outlook in Phoenix
US 07/15 12:25 Fed's Mester Speaks on Economic Outlook in Columbus, Ohio
US 07/15 14:00 U.S. Federal Reserve Releases Beige Book

US 07/16 10:00 Yellen Delivers Semi-Annual Testimony to Senate Banking Panel

US 07/17 10:00 Fed's Fischer Speaks in Washington

Country Date Time Event
EC 07/12 10:00 Euro-Area Leaders Hold Sunday Summit on Greece in Brussels
EC 07/12 12:00 EU Leaders Hold Sunday Summit on Greece in Brussels

EC 07/13 09:00 Euro-Area Finance Ministers Meet in Brussels
EC 07/13 09:00 EU's Juncker, Moscovici Speak at EU Parliament Committee
EC JUL 13-17 EU, U.S. Hold TTIP Negotiations in Brussels

EC 07/14 03:00 EU Finance Ministers Hold Meeting in Brussels

SW 07/15 03:30 Riksbank publishes minutes from July 1 policy meeting

EC 07/16 07:45 ECB Main Refinancing Rate
EC 07/16 07:45 ECB Deposit Facility Rate
EC 07/16 07:45 ECB Marginal Lending Facility
UK 07/16 14:00 Carney Speaks in Lincoln, England

EC 07/17 04:00 ECB Survey of Professional Forecasters
PO 07/17 06:00 Portugal Reports Monthly Economic Survey
IT 07/17 08:00 Bank of Italy Releases the Quarterly Economic Bulletin

Country Date Time Event
ID JUL 13-14 Bank Indonesia Reference Rate
ID JUL 13-14 Bank Indonesia Deposit Facility Rate
ID JUL 13-14 Bank Indonesia Lending Facility Rate

JN 07/14 23:00 Bank of Japan Policy Statement/Kuroda Press Conference
JN JUL 14-15 BOJ Annual Rise in Monetary Base

HK JUL 16-20 Composite Interest Rate

Country Date Time Event
CL 07/14 17:00 Overnight Rate Target
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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 July 15, 2015 0.75 0.50

Federal Reserve – Federal Funds Target Rate 0.25 July 29, 2015 0.25 0.25

Banco de México – Overnight Rate 3.00 July 30, 2015 3.00 --

EUROPE
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank – Refinancing Rate 0.05 July 16, 2015 0.05 0.05

Bank of England – Bank Rate 0.50 August 6, 2015 0.50 0.50

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

Central Bank of Russia – One-Week Auction Rate 11.50 July 31, 2015 11.50 --

Central Bank of the Republic of Turkey – 1 Wk Repo Rate 7.50 July 23, 2015 7.50 --

Sweden Riksbank – Repo Rate -0.35 September 3, 2015 -0.35 --

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

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Reserve Bank of Australia – Cash Target Rate 2.00 August 4, 2015 2.00 2.00

Reserve Bank of New Zealand – Cash Rate 3.25 July 22, 2015 3.00 3.00

People's Bank of China – Lending Rate 4.85 TBA -- --

Reserve Bank of India – Repo Rate 7.25 August 4, 2015 7.00 --

Bank of Korea – Bank Rate 1.50 August 13, 2015 1.50 --

Bank of Thailand – Repo Rate 1.50 August 5, 2015 1.50 --

Bank Indonesia – Reference Interest Rate 7.50 July 14, 2015 7.50 7.50

LATIN AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil – Selic Rate 13.75 July 29, 2015 13.75 --

Banco Central de Chile – Overnight Rate 3.00 July 14, 2015 3.00 3.00

Banco de la República de Colombia – Lending Rate 4.50 July 31, 2015 4.50 --

Banco Central de Reserva del Perú – Reference Rate 3.25 August 10, 2015 3.25 --

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank – Repo Rate 5.75 July 23, 2015 5.75 5.75

Markets are currently divided on the probability of a BoC rate cut when the central bank meets on Wednesday and also releases its quarterly Monetary 
Policy Report. Friday’s June CPI print will further inform the Bank of Canada’s view, while Wednesday morning’s manufacturing sales and existing home 
sales data will play a secondary role. Fed Chair Janet Yellen will deliver her semi-annual Monetary Policy Report to Congress on Wednesday and 
Thursday. In addition to Yellen, there will be speeches from other Fed officials during the week including Vice Chair Stanley Fischer (always voting), San 
Francisco’s Williams (voting), KC’s George (alternate), and Cleveland’s Mester (alternate). The Beige Book of regional economic conditions will  be 
released on Wednesday. Macro data will also figure prominently, particularly with respect to Tuesday’s June retail sales and Friday’s CPI reading. Also on 
tap: import prices (Tuesday),  industrial production (Wednesday), Philadelphia Fed Business Outlook Survey (Thursday), housing starts (Friday), and U. of 
M. consumer confidence (Friday). 

The European Central Bank will meet and announce a monetary policy decision on July 16th. While we don’t expect that this meeting will result in any 
policy changes, this weekend’s last-ditch effort by Greece to secure a bailout deal with its creditors will surely be watched carefully by the ECB, as an 
adverse outcome would impact the inflation outlook and its stance on Emergency Liquidity Assistance (ELA) to Greece.  

We expect Bank Indonesia will maintain the benchmark interest rate at 7.50% when monetary authorities meet next week. In Indonesia, rising inflationary 
pressures are constraining monetary authorities from providing monetary stimulus to the economy, despite relatively weak economic conditions. The 
consumer price index rose by 7.3% y/y in June, taking inflation to the highest level recorded this year. Nevertheless, the renewed slump in oil prices places 
favourable downward pressure on the headline rate. 

We expect the Banco Central de Chile to keep its benchmark overnight interest rate unchanged at 3.00% after monetary authorities meet on July 14th. 
Chilean inflation came in at 4.4% y/y in June, above the central bank’s 2-4% target range but down from the recent high of 5.7% reached in October of last 
year.

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 14Q4 15Q1 Latest United States 2014 14Q4 15Q1 Latest
  Real GDP (annual rates) 2.4 2.2 -0.6   Real GDP (annual rates) 2.4 2.2 -0.2
  Current Acc. Bal. (C$B, ar) -41.5 -52.2 -69.9   Current Acc. Bal. (US$B, ar) -390 -413 -453
  Merch. Trade Bal. (C$B, ar) 5.0 -8.1 -29.1 -40.1 (May)   Merch. Trade Bal. (US$B, ar) -741 -744 -756 -738 (May)
  Industrial Production 2.5 1.3 -1.8 -1.3 (May)   Industrial Production 4.1 4.5 3.4 1.6 (May)
  Housing Starts (000s) 189 184 175 203 (Jun)   Housing Starts (millions) 1.00 1.06 0.98 1.04 (May)
  Employment 0.6 0.7 0.6 1.0 (Jun)   Employment 1.9 2.2 2.3 2.1 (Jun)
  Unemployment Rate (%) 6.9 6.7 6.7 6.8 (Jun)   Unemployment Rate (%) 6.2 5.7 5.6 5.3 (Jun)
  Retail Sales 4.6 4.4 2.3 1.7 (Apr)   Retail Sales 3.6 3.8 1.8 2.0 (May)
  Auto Sales (000s) 1850 1905 1800 1882 (Apr)   Auto Sales (millions) 16.4 16.7 16.6 17.1 (Jun)
  CPI 1.9 1.9 1.1 0.9 (May)   CPI 1.6 1.2 -0.1 0.0 (May)
  IPPI 2.5 1.3 -1.8 1.3 (May)   PPI 1.9 0.8 -3.2 -3.0 (May)
  Pre-tax Corp. Profits 8.8 6.2 -10.8   Pre-tax Corp. Profits 8.3 6.7 9.4

Mexico
  Real GDP 2.1 2.6 2.5
  Current Acc. Bal. (US$B, ar) -26.5 -20.3 -37.8
  Merch. Trade Bal. (US$B, ar) -2.8 -3.3 -8.8 -12.2 (May)
  Industrial Production 1.9 2.4 1.5 -0.9 (May)
  CPI 4.0 4.2 3.1 2.9 (Jun)

Euro Zone 2014 14Q4 15Q1 Latest Germany 2014 14Q4 15Q1 Latest
  Real GDP 0.9 1.0 1.0   Real GDP 1.6 1.5 1.0
  Current Acc. Bal. (US$B, ar) 275 423 245 264 (Apr)   Current Acc. Bal. (US$B, ar) 219.7 295.4 278.1 148.5 (May)
  Merch. Trade Bal. (US$B, ar) 329.8 404.2 302.6 401.1 (Apr)   Merch. Trade Bal. (US$B, ar) 287.5 294.5 262.7 262.2 (May)
  Industrial Production 0.8 0.3 1.6 0.8 (Apr)   Industrial Production 1.5 0.7 0.2 2.0 (May)
  Unemployment Rate (%) 11.6 11.5 11.2 11.1 (May)   Unemployment Rate (%) 6.7 6.6 6.5 6.4 (Jun)
  CPI 0.4 0.2 -0.3 0.7 (May)   CPI 0.9 0.5 0.0 0.3 (Jun)

France United Kingdom
  Real GDP 0.2 0.0 0.8   Real GDP 3.0 3.4 2.9
  Current Acc. Bal. (US$B, ar) -26.2 6.2 -4.3 -89.3 (May)   Current Acc. Bal. (US$B, ar) -105.7 -115.7 -106.2
  Merch. Trade Bal. (US$B, ar) -40.5 -34.4 -42.2 -43.3 (May)   Merch. Trade Bal. (US$B, ar) -199.7 -190.5 -184.3 -148.5 (May)
  Industrial Production -1.0 -1.3 1.3 0.6 (May)   Industrial Production 1.7 1.3 1.0 3.0 (May)
  Unemployment Rate (%) 10.2 10.4 10.3 10.3 (May)   Unemployment Rate (%) 6.2 5.7 5.5 5.5 (Mar)
  CPI 0.5 0.3 -0.2 0.8 (May)   CPI 1.5 0.9 0.1 1.8 (May)

Italy Russia
  Real GDP -0.4 -0.4 0.1   Real GDP 0.6 0.4 -2.2
  Current Acc. Bal. (US$B, ar) 30.9 57.4 22.2 61.7 (Apr)   Current Acc. Bal. (US$B, ar) 58.4 14.3 28.9
  Merch. Trade Bal. (US$B, ar) 56.7 73.3 34.5 48.3 (Apr)   Merch. Trade Bal. (US$B, ar) 15.8 14.1 14.8 15.3 (May)
  Industrial Production -0.5 -1.1 -0.4 1.0 (May)   Industrial Production -1.6 2.1 -0.4 -5.5 (May)
  CPI 0.2 0.1 -0.4 0.2 (May)   CPI 7.8 9.6 16.2 15.3 (Jun)

Europe 

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

Economic Statistics 

Source: Bloomberg, Global Insight, Scotiabank Economics. 

A9 



 

Economics 

Global Views 
  

July 10, 2015 

8 

    Asia Pacific 

Australia 2014 14Q4 15Q1 Latest Japan 2014 14Q4 15Q1 Latest
  Real GDP 2.7 2.4 2.3   Real GDP -0.1 -0.9 -1.0
  Current Acc. Bal. (US$B, ar) -40.6 -40.1 -34.2   Current Acc. Bal. (US$B, ar) 24.4 54.0 147.6 186.9 (May)
  Merch. Trade Bal. (US$B, ar) 12.2 4.8 2.1 -2.5 (May)   Merch. Trade Bal. (US$B, ar) -122.3 -77.8 -29.2 -18.1 (May)
  Industrial Production 4.4 3.7 2.8   Industrial Production 2.1 -1.4 -2.2 2.2 (May)
  Unemployment Rate (%) 6.1 6.2 6.2 6.0 (Jun)   Unemployment Rate (%) 3.6 3.5 3.5 3.3 (May)
  CPI 2.5 1.7 1.3   CPI 2.7 2.5 2.3 4.2 (May)

South Korea China
  Real GDP 3.3 2.7 2.5   Real GDP 7.4 7.3 7.0
  Current Acc. Bal. (US$B, ar) 89.2 108.9 93.8 103.8 (May)   Current Acc. Bal. (US$B, ar) 219.7
  Merch. Trade Bal. (US$B, ar) 47.2 73.4 86.6 122.9 (Jun)   Merch. Trade Bal. (US$B, ar) 382.5 599.6 494.9 713.9 (May)
  Industrial Production 0.5 -1.7 -1.6 -1.3 (May)   Industrial Production 7.9 7.9 5.6 6.1 (May)
  CPI 1.3 1.0 0.6 0.7 (Jun)   CPI 1.5 1.5 1.4 1.2 (May)

Thailand India
  Real GDP 0.9 2.1 3.0   Real GDP 7.0 7.5 6.1
  Current Acc. Bal. (US$B, ar) 13.4 9.0 8.2   Current Acc. Bal. (US$B, ar) -27.5 -8.3 -1.3
  Merch. Trade Bal. (US$B, ar) 2.0 2.6 2.5 4.2 (May)   Merch. Trade Bal. (US$B, ar) -11.6 -13.2 -9.0 -10.4 (May)
  Industrial Production -4.6 -2.1 0.0 -6.9 (May)   Industrial Production 2.7 2.0 0.0 2.7 (May)
  CPI 1.9 1.1 -0.5 -1.1 (Jun)   WPI 3.8 0.3 -1.8 -2.4 (May)

Indonesia
  Real GDP 5.0 5.0 4.7
  Current Acc. Bal. (US$B, ar) -25.4 -5.7 -3.8
  Merch. Trade Bal. (US$B, ar) -0.2 -0.1 0.8 1.0 (May)
  Industrial Production 4.6 4.8 4.7 5.8 (Apr)
  CPI 6.4 6.5 6.5 7.3 (Jun)

Brazil 2014 14Q4 15Q1 Latest Chile 2014 14Q4 15Q1 Latest
  Real GDP 0.1 -0.2 -1.6   Real GDP 1.9 1.8 2.4
  Current Acc. Bal. (US$B, ar) -104.1 -119.3 -101.6   Current Acc. Bal. (US$B, ar) -5.6 -2.8 4.8
  Merch. Trade Bal. (US$B, ar) -3.9 -12.9 -22.2 54.3 (Jun)   Merch. Trade Bal. (US$B, ar) 6.7 7.0 10.9 9.4 (Jun)
  Industrial Production -3.0 -4.0 -6.1 -11.7 (May)   Industrial Production 0.4 -1.0 0.6 -1.2 (May)
  CPI 6.3 6.5 7.7 8.9 (Jun)   CPI 4.4 5.3 4.4 4.4 (Jun)

Peru Colombia
  Real GDP 2.4 1.0 1.7   Real GDP 4.6 3.5 2.8
  Current Acc. Bal. (US$B, ar) -8.0 -1.3 -2.6   Current Acc. Bal. (US$B, ar) -19.5 -6.3 -5.1
  Merch. Trade Bal. (US$B, ar) -0.1 0.0 -0.3 -0.3 (May)   Merch. Trade Bal. (US$B, ar) -0.5 -1.4 -1.4 -1.0 (Apr)
  Unemployment Rate (%) 6.0 5.6 6.8 7.0 (May)   Industrial Production 1.5 0.4 -2.0 -3.6 (Apr)
  CPI 3.2 3.2 3.0 3.5 (Jun)   CPI 2.9 3.5 4.2 4.4 (Jun)

Latin America 

Economic Statistics 

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

Source: Bloomberg, Global Insight, Scotiabank Economics. 

A10 



 

Economics 

Global Views 
  

July 10, 2015 

9 

Financial Statistics 

A12 

Interest Rates (%, end of period)

Canada 15Q1 15Q2 Jul/03 Jul/10* United States 15Q1 15Q2 Jul/03 Jul/10*
BoC Overnight Rate 0.75 0.75 0.75 0.75   Fed Funds Target Rate 0.25 0.25 0.25 0.25
  3-mo. T-bill 0.55 0.58 0.57 0.55   3-mo. T-bill 0.02 0.01 0.00 0.01
  10-yr Gov’t Bond 1.36 1.68 1.70 1.67   10-yr Gov’t Bond 1.92 2.35 2.38 2.38
  30-yr Gov’t Bond 1.98 2.30 2.35 2.32   30-yr Gov’t Bond 2.54 3.12 3.19 3.18
  Prime 2.85 2.85 2.85 2.85   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 77.6 77.2 (May)   FX Reserves (US$B) 108.2 108.5 (May)

Germany France
  3-mo. Interbank -0.02 -0.04 -0.01 -0.03   3-mo. T-bill -0.16 -0.18 -0.19 -0.19
  10-yr Gov’t Bond 0.18 0.76 0.79 0.90   10-yr Gov’t Bond 0.48 1.20 1.24 1.29
  FX Reserves (US$B) 61.2 61.1 (May)   FX Reserves (US$B) 50.5 47.5 (May)

Euro Zone United Kingdom
  Refinancing Rate 0.05 0.05 0.05 0.05   Repo Rate 0.50 0.50 0.50 0.50
  Overnight Rate 0.05 -0.06 -0.12 -0.12   3-mo. T-bill 0.45 0.48 0.47 0.48
  FX Reserves (US$B) 330.9 325.5 (May)   10-yr Gov’t Bond 1.58 2.02 2.00 2.08

  FX Reserves (US$B) 105.8 110.3 (May)

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 2.25 2.00 2.00 2.00
  3-mo. Libor 0.04 0.04 0.04 0.04   10-yr Gov’t Bond 2.32 3.01 3.07 2.94
  10-yr Gov’t Bond 0.41 0.47 0.49 0.45   FX Reserves (US$B) 53.8 53.0 (May)
  FX Reserves (US$B) 1216.1 1216.4 (May)

Exchange Rates (end of period)

USDCAD 1.27 1.25 1.26 1.27   ¥/US$ 120.13 122.50 122.79 122.74
CADUSD 0.79 0.80 0.80 0.79   US¢/Australian$ 0.76 0.77 0.75 0.74
GBPUSD 1.482 1.571 1.557 1.549   Chinese Yuan/US$ 6.20 6.20 6.21 6.21
EURUSD 1.073 1.115 1.111 1.115   South Korean Won/US$ 1110 1115 1123 1130
JPYEUR 0.78 0.73 0.73 0.73   Mexican Peso/US$ 15.264 15.739 15.730 15.741
USDCHF 0.97 0.94 0.94 0.94   Brazilian Real/US$ 3.197 3.103 3.134 3.190

Equity Markets (index, end of period) 

  United States (DJIA) 17776 17620 17730 17757   U.K. (FT100) 6773 6521 6586 6675
  United States (S&P500) 2068 2063 2077 2075   Germany (Dax) 11966 10945 11058 11337
  Canada (S&P/TSX) 14902 14553 14682 14388   France (CAC40) 5034 4790 4808 4915
  Mexico (IPC) 43725 45054 45065 44766   Japan (Nikkei) 19207 20236 20540 19780
  Brazil (Bovespa) 51150 53081 52519 52506   Hong Kong (Hang Seng) 24901 26250 26064 24901
  Italy (BCI) 1273 1238 1235 1211   South Korea (Composite) 2041 2074 2104 2031

Commodity Prices (end of period)

  Pulp (US$/tonne) 980 980 980 980   Copper (US$/lb) 2.74 2.60 2.61 2.52
  Newsprint (US$/tonne) 570 540 540 540   Zinc (US$/lb) 0.94 0.90 0.91 0.91
  Lumber (US$/mfbm) 282 300 300 302   Gold (US$/oz) 1187.00 1171.00 1167.95 1159.30
  WTI Oil (US$/bbl) 47.60 59.47 56.93 52.20   Silver (US$/oz) 16.60 15.70 15.64 15.45
  Natural Gas (US$/mmbtu) 2.64 2.83 2.82 2.78   CRB (index) 211.86 227.17 224.55 217.49

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

A11 



Global Views 
  

July 10, 2015 

Fixed Income Strategy (London)  
 
www.gbm.scotiabank.com 
 
© 2012, The Bank of Nova Scotia 
 
This material, its content, or any copy of it, may not be altered in any way, transmitted to, copied or distributed to any 
other party without the prior express written consent of ScotiabankTM.  This material has not been prepared by a member of 
the research department of Scotiabank, it is solely for the use of sophisticated institutional investors, and this material does not 
constitute investment advice or any personal recommendation to invest in a financial instrument or “investment research” as 
defined by the Financial Services Authority. This material is provided for information and discussion purposes only. An investment 
decision should not be made solely on the basis of the contents of this publication. It is not to be construed as a solicitation or an 
offer to buy or sell any financial instruments and has no regard to the specific investment objectives, financial situation or particular 
needs of any recipient. It is not intended to provide legal, tax, accounting or other advice and recipients should obtain specific 
professional advice from their own legal, tax, accounting or other appropriate professional advisers before embarking on any 
course of action. The information in this material is based on publicly available information and although it has been compiled or 
obtained from sources believed to be reliable, such information has not been independently verified and no guarantee, 
representation or warranty, express or implied, is made as to its accuracy, completeness or correctness. Information included in 
this material related to comparison performance (whether past or future) or simulated performance (whether past or future) is not a 
reliable indicator of future returns. 
 
This presentation is not directed to or intended for use by any person resident or located in any country where the distribution of 
such information is contrary to the laws of such country. Scotiabank its directors, officers, employees or clients may currently or 
from time to time own or hold interests in long or short positions in any securities referred to herein, and may at any time make 
purchases or sales of these securities as principal or agent. Scotiabank may also have provided or may provide investment 
banking, capital markets or other services to the companies referred to in this communication. 
 

TM Trademark of The Bank of Nova Scotia. Used under license, where applicable. Scotiabank, together with "Global Banking and 
Markets", is a marketing name for the global corporate and investment banking and capital markets businesses of The Bank of 
Nova Scotia and certain of its affiliates in the countries where they operate, including Scotia Capital Inc., Scotia Capital (USA) Inc., 
Scotiabanc Inc.; Citadel Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotia 
Capital (Europe) Limited; Scotiabank (Ireland) Limited; Scotiabank Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa 
de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. – all members of the Scotiabank Group and authorized users of the 
mark. The Bank of Nova Scotia is incorporated in Canada with limited liability. Scotia Capital Inc. is a member of CIPF. Scotia 
Capital (USA) Inc. is a registered broker-dealer with the SEC and is a member of the NASD and SIPC. The Bank of Nova Scotia, 
Scotiabank Europe plc, Scotia Capital (Europe) Limited and Scotia Capital Inc. are each authorised and regulated by the Financial 
Services Authority (FSA) in the U.K. Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, 
S.A. de C.V., are each authorized and regulated by the Mexican financial authorities. 
 
Fixed Income Strategy (Paris)  
 
Disclaimer © 2011, The Bank of Nova Scotia This material, its content, or any copy of it, may not be altered in any way, 
transmitted to, copied or distributed to any other party without the prior express written consent of Scotiabank™. This material has 
not been prepared by a member of the research department of Scotiabank, it is solely for the use of sophisticated institutional 
investors, and this material does not constitute investment advice or any personal recommendation to invest in a financial 
instrument or “investment research” as defined by the Financial Services Authority. This material is provided for information and 
discussion purposes only. An investment decision should not be made solely on the basis of the contents of this publication. It is 
not to be construed as a solicitation or an offer to buy or sell any financial instruments and has no regard to the specific investment 
objectives, financial situation or particular needs of any recipient. It is not intended to provide legal, tax, accounting or other advice 
and recipients should obtain specific professional advice from their own legal, tax, accounting or other appropriate professional 
advisers before embarking on any course of action. The information in this material is based on publicly available information and 
although it has been compiled or obtained from sources believed to be reliable, such information has not been independently 
verified and no guarantee, representation or warranty, express or implied, is made as to its accuracy, completeness or 
correctness. Information included in this material related to comparison performance (whether past or future) or simulated 
performance (whether past or future) is not a reliable indicator of future returns. This presentation is not directed to or intended for 
use by any person resident or located in any country where the distribution of such information is contrary to the laws of such 
country. Scotiabank its directors, officers, employees or clients may currently or from time to time own or hold interests in long or 
short positions in any securities referred to herein, and may at any time make purchases or sales of these securities as principal or 
agent. Scotiabank may also have provided or may provide investment banking, capital markets or other services to the companies 
referred to in this communication. 

Disclaimer 



 

Scotiabank Economics 
 

Scotia Plaza  40 King Street West, 63rd Floor 

Toronto, Ontario  Canada  M5H 1H1 

Tel: 416.866.6253  Fax: 416.866.2829 

Email: scotia.economics@scotiabank.com 

For general and publication-related inquiries, contact 

us by telephone, email and/or fax. 

Scotiabank Economics 
 

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and 
projections contained herein are our own as of the date hereof and are subject to change without notice. The information and 
opinions contained herein have been compiled or arrived at from sources believed reliable but no representation or warranty, 
express or implied, is made as to their accuracy or completeness. Neither Scotiabank nor its affiliates accepts any liability 
whatsoever for any loss arising from any use of this report or its contents.  
 
TM Trademark of The Bank of Nova Scotia. Used under license, where applicable. 

Disclaimer 

Global Views 
  

July 10, 2015 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


