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What’s The Rush? 

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

United States — What’s The Fed’s Rush Ahead Of Significant Event Risk? 

While there is the risk they will, we don’t expect the Federal Reserve to 
raise interest rates on Thursday next week. It is possible, however, that a 
firmer nod toward hiking before year-end may be delivered. That signal 
would include a tightened-up distribution of the Fed’s ‘dot plot’ that, in July, 
showed FOMC officials divided with five of them forecasting one hike before 
year-end, another five participants forecasting two hikes, and another five 
forecasting three hikes with two others on hold. The dots may converge 
upon one hike before year-end as a median call, with fed fund futures now 
pricing in better-than-even odds of a hike by December. 

New information over the past several weeks gave reason for consensus to 
push out hike expectations and we shifted to a December call. What new 
information?  This argument will be expanded upon in an article within this 
week’s Global Views, but it is focused more on event risk than an assessment of the fundamentals. For one 
thing, the Greek elections were called for three days after the FOMC meeting. Second, there is the strong risk 
of a US government shutdown in October. It is unlikely to be like the one in 2013 when Congressional 
dysfunction shut down government operations for about two weeks but it still adds a destabilizing element like 
the October 2013 shutdown before which the Fed opted not to taper bond purchases at the September FOMC 
meeting of that year. Third, China risks increased at least from a market perspective when the yuan was 
devalued on August 11th. FOMC officials began referencing China risks more aggressively following this 
development. Fourth is that oil prices went into a renewed funk over July and August and have since 
recovered only a part of that along a volatile path. These event risks should be settled by the next FOMC 
meeting on October 28th, for better or for worse, but what’s the great rush for hiking now versus October or 
December? 

A wave of macroeconomic reports will also be released from Tuesday through Thursday and the two most 
important ones will be retail sales and CPI for August. Consensus expects a solid rise in headline retail sales 
for a second month in a row but the drivers are mixed. Vehicle sales rose to their highest level in about ten 
years but gasoline prices have been falling. Details will matter at least as much as the report’s headlines, 
however, in that what happens to sales ex-gasoline and ex-autos will be watched for evidence of whether 
consumers are spending or pocketing lower gasoline bills. 

Also on Tuesday will be an expected decline in industrial production following a sizeable prior gain, but the 
next day’s August CPI reading will garner more market attention. We’re several months away from year-ago 
base effects on oil prices exerting upward pressure on annual headline inflation rates so the focus will be upon 
core inflation. By contrast to countries like Canada, the exchange rate influence is thought to risk putting 
downward pressure on US inflation due to the strength of the US dollar and the question is whether 
this will be a strong enough force to offset others and, if so, when will this occur. Thursday’s housing 
starts for the same month will be set against the backdrop of the highest recent readings since late 2007. The 
Philly Fed’s volatile survey of CEOs on regional economic conditions rounds out the hits. 

The US Treasury auctions 10 year Treasury Inflation Protected Securities on Thursday and the second quarter 
‘flow of funds’ report on broad financial conditions by sector of the US economy will be released on Friday. 

Canada — Q3 Growth & Inflation Dynamics 

Inflation and growth readings will further inform the debate over risks facing the Canadian economy and 
monetary policy next week.  

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 
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 Federal Reserve  

 China macro risk 

 US macro reports  

 Asian central banks  

 Canadian inflation and macro 
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 European inflation updates 
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… continued from previous page 

Wednesday’s manufacturing sales print for July should post a solid rise and reinforce an upward trend in 
activity measures in the current quarter. There are at least two reasons for this. One is that new orders picked 
up in June after prior weakness and this might translate into more product going out the door in July. Two is 
that we already know the export figures for July, and the manufacturing-related categories were very strong 
but not uniformly so. Exports of autos and parts soared by 9.9% m/m and other transportation equipment 
including volatile aircraft shipments rose by 19.2%. Offsetting the optimism, however, were declines in other 
categories including most of the resources except agriculture & fishing, and electronic equipment and parts.  

The day before will bring out home resales for August. So far, we only have a few of the major cities and 
the local real estate boards generally don’t seasonally adjust their figures. That adds an extra element of 
uncertainty since different regions of the country likely experience somewhat different seasonal patterns; 
hence why no one submits consensus estimates. The Greater Toronto Area reported sales up 5.7% y/y but 
down in August over July as per the seasonal norm. Sales in the Metro Vancouver region climbed by 21.3% 
y/y in August but were seasonally lower by 15.5% over the prior 
month. Calgary’s market posted a 27% y/y plunge in home sales and 
early month-to-date tracking for sales in September suggests that the 
weakness is continuing. 

And then finally Friday offers up a fresh inflation print. We’re still several 
months away from when base effects through the drop in oil prices 
begin to put upward pressure on year-ago headline CPI inflation 
readings. In the meantime, the focus will remain upon core inflation 
which has been running at its hottest rate in about seven years (chart 
1). Core inflation has been running between 2.1-2.4% y/y over recent 
months so it would likely take a material trend break out of that range to 
matter much in the short-term versus dismissing movement as noise. 

Finally, BoC Deputy Governor Agathe Côté speaks on Wednesday 
about “Promoting Canada’s Economic And Financial Well-Being”. 
There will be no media lock-up or press conference, but there will be 
audience Q&A and a powerpoint file available. 

Asia — Central Bank Week! 

In addition to potential Fed effects, China macro risk will be the dominant influence upon Asian 
markets with potential spillover to the global market tone. Monday’s updates for retail sales and industrial 
production will be followed by Thursday’s property prices that have been gaining limited traction of late. 
Consensus expects a stabilization in both retail sales (+10.6% y/y) and industrial output (+6.3% y/y) 
following recent softness. 

If only one could go back in the year to reset the meeting schedules. Going after Thursday’s Fed meeting 
might have made more sense. Instead, several Asian central banks will issue policy updates just before 
the Fed and no they don’t have a special red phone to the Fed that will tip them off on the decision before you 
and I know. Each of them faces a potential easing bias in the relatively short-term. 

Included on this list will be the Bank of Japan on Monday night (eastern time), the Bank of Thailand on 
Wednesday, and Bank Indonesia either on Wednesday or Thursday. Each of these central banks 
nevertheless faces unique domestic influences upon their decision. Bank Indonesia is plagued by softening 
growth but fairly high inflation due to currency weakness. The risk is that of a cut, but the rupiah has dropped 
by a further 4% since the last monetary policy decision on August 18th. 

The Bank of Thailand is expected to hold rates, but here too the risk is that of a cut with inflation falling to -1.2% 
y/y. 

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 
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… continued from previous page 

The Bank of Japan story has recently gotten more interesting in the wake of comments provided by a senior 
legislator. Liberal Democratic Party member Kozo Yamamoto — an advisor to Prime Minister Abe — noted 
this past week that the central bank should increase its asset purchases by ¥10 trillion next month. This 
sparked considerable weakness in the yen which was among the weakest major crosses versus the USD of 
late.  

Minutes to the September 1st meeting of the Reserve Bank of Australia could add further colour to the dialogue 
but markets already digested the key implications from that meeting. Governor Stevens remarked that “Most 
of the available information suggests that moderate expansion in the economy continues.”   

Macro reports across the region will be focused upon export data from Japan, India, Indonesia and 
Philippines, plus Q2 GDP in New Zealand. 

Europe — Already Discounted Data Watch 

Little on the European calendar is likely to impact the broad global market tone next week. Instead, 
European markets are likely to be buffeted by developments elsewhere including the Fed meeting. Europe’s 
homegrown risks will be represented by modest data flow from Tuesday through to Thursday. 

Inflation figures will be counted among the hits but with probably little consequence. We’ll get the first reading 
for August from France and possible revisions to Italy’s print, after which the EC composite will be updated on 
Wednesday. Consensus expects no material revision to the EC add-up which had originally printed at 1% y/y 
and 0.2% m/m. The market impact will be muted in the wake of the ECB’s downward revision to 
inflation forecasts at the September 3rd meeting and President Mario Draghi’s remarks during the 
press conference. Recall that Draghi struck a dovish tone when he remarked:  “The Governing Council will 
closely monitor all relevant incoming information. It emphasized its willingness and ability to act if warranted 
by using all the instruments available within its mandate and in particular recalls that the asset purchase 
program provides sufficient flexibility in terms of adjusting the size, composition and duration of the program."  

Similar logic applies to UK inflation data for August on Tuesday. Consensus thinks the year-ago CPI rate 
could dip slightly negative again and core inflation could soften back to 1% y/y. We already know that the 
Bank of England is standing by its relatively upbeat tone notwithstanding near-term inflation data. Minutes to 
the September 10th meeting concluded that international risks are to be “weighed against the prospects for a 
continued healthy domestic expansion” and “Global developments do not as yet appear sufficient to alter 
materially the central outlook” that was outlined in the recent Inflation Report”.  

Other developments will include the Swiss National Bank’s expected policy hold, Germany’s ZEW measure of 
investor confidence that chases more than foretells market action, Italian unemployment and retail sales, and 
EC add-ups for industrial production and trade. 

 

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 

 
THE WEEK AHEAD 



Economics 

Global Views 
  

September 11, 2015 

5 

 

  

 

Non-Resource Export Revival Boosts Second-Half Prospects 

 Auto sector re-captures export crown, but gains are broad-based.   

Canadian exports climbed for the second consecutive month in July, 
led by a sharp gain in non-energy shipments. The latest improvement 
in Canada’s trade performance reduced the monthly deficit to the 
lowest level since November and builds a positive foundation for the 
nation’s growth prospects in the second half of 2015. In particular, 
export volumes are gaining momentum alongside strengthening 
demand from a resurgent U.S. economy — the destination for three-
quarters of Canada’s cross-border shipments. This positive trend is 
being reinforced by a more competitive currency and some 
moderation in the pace of import growth.  

Canadian exports have surged nearly 8% since May — the best back-
to-back performance in more than four years — as a re-acceleration 
in non-resource shipments more than offset ongoing weakness in 
energy and other resource industries. In particular, motor vehicles and 
parts exports overtook energy shipments last month to recapture the 
title of Canada’s largest export sector for the first time since early 
2007. The auto sector rebound reflects the recent start-up of 
Chrysler’s minivan plant following an extended period of retooling, as well as the strongest vehicle sales in the 
United States since the 2000 annual peak. We expect the auto sector will likely retain its newly-recaptured title 
for some time, as vehicle demand climbs to record highs across North America both this year and next, while 
low global oil & gas prices hold back energy exports.  

However, the recent rebound in Canadian exports has been much broader than just auto sector gains. Non-
resource shipments, excluding the auto industry, have jumped by more than 15% over the past two months 
and are now 23% above a year earlier — the largest year-over-year increase since the end of the tech boom 
in late 2000. The aerospace industry is leading the way, with exports surging 42% y/y as the Canadian supply 
chain attempts to fill the large order backlog currently in place from the world’s two large commercial aircraft 
manufacturers. Estimates suggest that these two manufacturers have a backlog of aircraft orders that will take 
nearly a decade to clear out.   

Canadian manufacturers of consumer products, chemicals, as well as high tech and industrial machinery are 
also experiencing an upturn in orders and export receipts, reversing the soft patch that occurred earlier this 
year when U.S. demand softened temporarily and the domestic currency was much higher. In fact, outside of 
the transportation industry, Canadian manufacturing export volumes have jumped by more 6% so far this year 
— the best performance in fifteen years — up from a 3.7% gain in 2014 and advances of less than 2% per 
annum from 2010 through 2013.  

Non-resource exports account for nearly half of Canada’s overall foreign merchandise trade receipts, and the 
recent improvement is a welcome development for the Canadian economy. In fact, record exports are leading 
to some stabilization in manufacturing employment across the country. Manufacturing payrolls have edged up  
this year, contributing to Canada’s stable job market and providing a significant reversal from nearly a decade 
of job losses.   

The United States accounts for virtually all of the growth in Canada’s non-resource exports, with receipts 
climbing 11% so far this year, up from a 9% annual gain in 2014. In contrast, overseas shipments have been 
flat this year, undercut by the economic slowdown in several emerging markets. In fact, Canada has made 
little headway in expanding its manufacturing exports outside of North America since the global financial crisis. 
The value of Canadian manufacturing exports shipped outside of North America peaked at $63bn in 2007, 
and still remains at that level.  

Carlos Gomes 416.866.4735 
carlos.gomes@scotiabank.com 
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Tourism Sector Another Growth Upside For Canada 

 Canada’s two-way travel deficit has further room for improvement and will add more to 
economic growth. 

Much is being made of the return of foreign and particularly American tourists to Canada, but how big of a 
deal is it to the economy?  

Canada has become a lot cheaper travel destination thanks to 
the nearly 40 cent plunge in the exchange rate versus the USD 
since 2011. The start of the annual Toronto International Film 
Festival is set against the backdrop of a surge in foreign shoots 
and the return of Hollywood North talk that we haven't heard in 
years thanks to the CAD-motivated drop in filming costs. Hotels 
are reporting tighter occupancy. Theatres are filling more seats. 
The Toronto Blue Jays are playing before a packed house night 
after night (performance no doubt helps). 

One way of looking at the impact on growth is found in the 
accompanying chart. It shows the tight correlation between 
currency moves and Canada's two-way balance in travel 
spending. This takes what Canadian tourists spend abroad and 
subtracts that from what foreign tourists spend in Canada. The 
immediate first observation is that travel in and out of Canada is 
very price sensitive — perhaps more so than other jurisdictions 
in the world. 

Canada typically runs a deficit on two-way travel spending that 
equalled -0.8% of the size of the economy in the second quarter 
of this year. It has already shrunk a little from the -1% peak of not long ago. Based on these past correlations 
combined with where CAD sits today, one might figure that a depreciated currency will cut this travel deficit in 
half from the -1% peak over coming quarters.  

That matters because on its own it could add several tenths to national GDP growth through both reduced 
'leakage' of spending abroad as Canadians stay home more, and more spending in Canada by foreign 
tourists. This is important because it is among the less conventional indicators of growth compared to the 
usual data march each month. Look for upsides in monthly and quarterly GDP in the travel-related sectors — 
such as accommodation and food services in the current quarter. 

The upside risk for the Canadian travel balance will be a complementary influence on Q3 economic growth in 
addition to what we are observing in other readings and through the lifting of transitory headwinds against 
growth over the first half of the year as summarized here. 

 

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 
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Event Risk Will Probably Keep The Fed On Hold Next Week 

 Why hike just in front of risks including a government shutdown and Greek elections? 

Why did Scotiabank Economics recently delay our forecast hike by the Federal Reserve to December instead 
of sticking to the call for a hike on September 17th as we had previously argued over the summer?  Event 
risks on the calendar have much more to do with the decision than fundamentals and market volatility. These 
event risks are not getting the attention they deserve.  

1.  Government shutdown 

There is the strong risk of another US government shutdown by early October. Funding needs to be passed 
by September 30th and many think that it is unlikely that Congress will succeed in passing the 12 spending 
bills to fund federal agencies, with controversy over the Planned Parenthood organization the latest wrench in 
the works.  

Recall the no-taper decision in September 2013 that was significantly driven by Chair Bernanke's earlier 
guidance that summer to the effect that fiscal policy uncertainty would not be compounded by monetary policy 
shifts. I think the same issue applies this time. After all, why hike when the public sector might soon be a drag 
on activity readings and confidence?  The risk is material with Washington insiders citing anywhere from over 
50% to 70% odds of a shut-down. One would think that, with a Presidential election on tap for November of 
next year, neither side wishes the same acrimony this time as the disputes that shut the government for about 
two weeks in 2013, but we simply don’t know for sure as of yet. 

2.  Greek Elections 

Prime Minister Alexis Tsipras resigned on August 20th and Greek elections have been called for September 
20th — three days after the FOMC meeting. This risks courting renewed dysfunction in European markets. 
Hiking in front of the Greek elections could prove to be an unwise step for the Fed. It remains unlikely that 
Greece has the same market effects as it did in 2011-12, but risks could change. A coalition that kicks out the 
rebels could be positive. An increased presence by the rebels in Greek government would not be, nor would 
inability to form a workable coalition. 

3.  China’s Devaluation 

China's devaluation on August 11th rightly or wrongly increased market concerns about the Chinese economy. 
Personally I think it will surprise the bears on the plus side into next year and hard landing concerns are 
unjustified, but the uncertainty around this is making the Fed a tad nervous. 

4.  Commodity Prices 

Oil and other commodity prices went into another tailspin over July and August after a more encouraging trend 
beforehand. That's a gift to most of the world that is more comprised of net importers than exporters and so it 
should lift world growth forecasts in my personal opinion, but it's a sign of turbulent price discovery action that 
raises uncertainty over root causes. Many of those root causes are supply side and Fed-related as China 
continues to import more oil each month, and hence these are positive forces to global growth, but recent 
developments risk feeding uncertainty nonetheless. 

To the opposite side, you could argue that US GDP growth surprised higher on revisions for Q2 (+3.7%). We 
can play ping-pong back and forth on domestic fundamentals by pointing to weak August payrolls even though 
they are notorious for upward revisions, how the very early tracking for Q3 growth is much cooler from the 
Atlanta Fed's nowcast even if probably going higher with more data, and current inflation readings are soft 
(but headed higher soon). But it is the event risks cited above that are more likely to carry the day over 
discussions on domestic growth and inflation in lessening a sense of urgency versus waiting until October or 
December at which point several of these risks will be further informed — for better or for worse. 

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 
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The Fed’s Balance Sheet Management Question 

 The Fed might reinvest maturing Treasury securities at the average maturity of its 
current portfolio, extending the amount of time it will take to normalize its balance sheet. 

Whether or not the Fed raises interest rates this year, it will still need to make decisions regarding the 
structuring and reinvestment of its Treasury portfolio in 2016. While our base case remains that the Fed will 
allow its balance sheet to begin to run down next year at some point, there is a decent chance that it will not 
do that to start the year — meaning that it will reinvest a considerable quantity of maturing Treasury securities. 
The manner in which it reinvests those maturing securities can have important implications for the Treasury 
market, particularly if the Fed follows its early lead and decides to reinvest its holdings at a target portfolio 
weighted average maturity (WAM) close to that of its current Treasury security holdings.  

Why the Fed needs to make a decision about its portfolio 

As the chart to the right indicates, the Fed has substantial 
quantities of bonds due to mature in the System Open Market 
Account (SOMA) in 2016. In the first quarter of the year, for 
instance, USD53.2bn of Treasury securities mature. USD 
66bn mature in Q2, and from there, over the next two years, 
the maturities continue at a roughly USD40bn/quarter pace 
before picking up in 2018. 

The Fed will need to decide how to handle this run-off, and as 
we wrote in March of this year (link), the options include: 
letting the balance sheet simply run off or managing the run-
off, and smoothing the run-off process by reinvesting either a 
portion or all of the proceeds of maturing Treasury securities 
either in: a) short term securities (thus maintaining flexibility 
with respect to running off the balance sheet), or b) longer 
term securities (thus providing a type of additional 
accommodation by extending or freezing the WAM of the 
SOMA).  

What the Fed is doing now 

Notice that chart 1 indicates that the Fed has had very small 
amounts of run-off in its Treasury portfolio this year, 
cumulatively adding up to USD1.9bn in H1 and USD1.6bn 
during H2. What has the Fed done with this run-off? The Fed 
has been purchasing bonds in recent months in a manner 
that would imply that it is matching the current WAM of its 
holdings via ongoing purchases, i.e., a weighted average 
maturity of approximately 9 years (see chart 2). It purchased 
USD482.5m of 10-year notes at the Aug. 12 10-year auction, 
USD 482.5m of 3-year notes at the Aug. 11 auction, and 
USD321.6m of 30-year bonds at the Aug. 13 auction. While it 
is not clear that these small purchases in any way 
foreshadow a concerted Fed program to reinvest all or a 
portion of run-off in longer-dated Treasuries, it’s also 
plausible that these small measures could signal what policy 
will look like to start next year.  

Dov Zigler 212.225.6631  
dov.zigler@scotiabank.com                    
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Reinvesting the SOMA at its WAM 

The issue is that if the reinvestment of the SOMA’s Treasury run-
off were to target an average maturity of around 9 years, the Fed 
would be pursuing a fairly accommodative policy. In an extreme 
case, if all of next year’s run-off were to be reinvested at the WAM 
of the SOMA, it would mean that the Fed would purchase 
USD17.5bn of securities per month, with many of them falling on 
the longer duration end of the spectrum — in a manner that would 
not be materially different from its Maturity Extension Program, i.e., 
‘Operation Twist’. 

This would reverse a variety of trends that the Fed’s balance sheet 
has exhibited in recent years including the winding down of its 
presence in longer-dated parts of the market (see chart 3 and 4), 
potentially changing an already-in-place process whereby the 
market has priced-in expected Fed withdrawal from extraordinary 
levels of participation in the 5-10 year sector of the U.S. Treasury 
Market. 

The net effect is that rather than the Fed combining run-off of its 
MBS portfolio somewhere in the USD 50bn-70bn range (see chart 
4) with an exit from its extraordinary extent of participation in the 
belly of the Treasury curve, the Fed could well instead increase or 
at least maintain its current level of participation in the market — 
which would be a substantial deviation from the current trajectory. 

From maturing portfolio to bond fund? 

The biggest long-term implication would be that the process of 
winding down the Fed’s balance sheet could be substantially 
complicated and delayed by the reinvestment of run-off in longer-
dated securities — should the Fed pursue such a course. While the 
SOMA at present decays with a certain momentum, reinvesting, for 
instance, a total of USD200bn at an 8-9 year maturity target would 
mean that substantial amounts of money would remain tied up for 
years (and even decades) barring future sales of Treasury 
securities. Moreover, in terms of incremental monetary policy 
signaling, it would indicate that the Fed has gone from putting its 
Treasury portfolio on a trajectory to wind down to putting its 
portfolio in stasis — which on net is accommodative. This would be 
the case even were the Fed to reinvest its run-off below its WAM 
— say, targeting the average maturity of the total Treasury debt 
stock, which sits at around 6 years, for its reinvestments. 

If the ultimate impact of QE is to be judged by its so-called stock 
effect (the impact of owning a share of the market) and not its flow 
effect (the impact of the act of buying Treasuries), then, should the 
Fed pursue a policy of Treasury run-off reinvestment to maintain its 
WAM or at least slow its decay, the legacy of QE, or at least its 
stock effect, could be with the market for longer than heretofore 
anticipated — and for longer than perhaps it should.  
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Pending U.S. Congressional Compromises 

 Congress still undecided on FY16 spending, program expiries and a debt ceiling 
increase. 

This afternoon’s U.S. Treasury Statement for August, presenting 
federal revenues and expenses for the first 11 months of fiscal 
2015 (FY15), is expected to reinforce expectations of an annual 
deficit narrower than US$450 billion, a sizeable improvement on 
the FY14 US$483 billion shortfall. Propelled by stronger-than-
expected revenue growth (Chart 1), this good news does not 
appear to be accelerating a Congressional spending compromise 
for FY16, leaving the possibility of a government shutdown on 
October 1 barring a stop-gap continuing resolution. Set to expire 
this September 30th is the Ryan-Murray Bipartisan Budget Act of 
2013, setting discretionary spending levels for FY14 and FY15 
that provided sequester relief of US$63 billion over the two years, 
evenly split between defense and nondefense priorities (Chart 2), 
funded by savings elsewhere in the Budget.  

Ideally, to increase stability and avoid a return to sequester-
capped spending on October 1, Congress could set discretionary 
outlay levels for both FY16 and FY17, preventing a repeat of this 
stand-off before the November 2016 elections. In the Republican-
controlled House and Senate, opposition by some Republicans to 
any spending increase suggests the potential need for Democrat 
votes, and thus some balance between defense spending gains 
and higher discretionary nondefense outlays that cover areas 
such as education, housing, infrastructure and justice. Indeed, 
the door might be opened to resolving a few of the multiple 
outstanding issues, including reauthorizing the Export-Import 
Bank and replenishing the federal Highway Trust Fund.  

Also requiring attention is the possible renewal of about 60 tax 
provisions that expired in December 2014. These measures 
include for business the 50% expensing of equipment 
investment. For FY16, the Congressional Budget Office’s (CBO) 
recent Update to its Budget Outlook estimated a US$152 billion 
revenue loss if all these tax provisions were extended.  

In the wings is the need to raise the U.S. federal debt ceiling 
(Chart 3). The U.S. Treasury, since the federal debt was reset to 
US$18.1 trillion on March 16 without an approved increase, has 
conducted ‘extraordinary measures’ to allow continued financing 
of government activities. The CBO previously estimated that 
these measures would be exhausted by October or November. It 
has revised this date to mid-November or early December, 
reflecting Washington’s stronger-than-expected cash inflows and 
its narrower FY15 deficit forecast. Lower-than-expected red ink 
also facilitates the option of Congress approving a debt ceiling 
increase that would carry Washington well into Q1 of calendar 
2017 — a second measure that would promote stability and 
focus attention on other key policy issues.  
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Australia: The Economic And Currency Outlook 

 Low commodity prices are reflected in Australia’s economic performance and currency. 

Australia’s economic performance remains relatively soft, partially 
reflecting low iron ore prices and weaker import demand from China. 
Real GDP grew by 0.2% q/q (2.0% y/y) in the second quarter of 2015 
following a solid 0.9% q/q (2.5% y/y) advance in the first three 
months of the year. We expect Australia’s economy to expand by 
around 2⅓% this year, followed by a pick-up to 2¾% in 2016. 
Despite registering below-trend output growth, activity will be 
underpinned by a higher volume of resource exports — offsetting 
material price declines — on the back of increased mining capacity 
following several project completions. Private investment will remain 
a drag on economic momentum on the back of declining mining 
sector outlays. Household spending will be supported by 
accommodative monetary conditions and strong house price gains, 
yet consumer sentiment remains muted due to a relatively weak, 
though improving, labour market and ongoing global uncertainty. The 
government has eased its position on fiscal consolidation, yet public 
expenditure will not be a significant source of economic growth.   

Monetary conditions in Australia are set to remain accommodative 
over the coming quarters. The Reserve Bank of Australia (RBA) 
lowered the benchmark interest rate by 25 basis points to the current 
record low level of 2.00% in May and has kept the key rate stable 
following subsequent monetary policy meetings, most recently on 
September 1st. The RBA is constrained from lowering interest rates 
further given risks stemming from relatively high household debt. 
Inflation rose slightly in the second quarter of 2015 to 1.5% y/y, yet it 
still remains below the RBA’s 2-3% target. We estimate that price 
gains will stay below the target through the end of the year, closing 
2015 at 1.5% y/y before accelerating moderately in 2016 to 2.0% by 
year-end as Australian dollar (AUD) depreciation feeds through to 
higher import prices. 

The AUD is weak and likely to remain so over the near-to-medium 
term, pressured by a combination of weak drivers relating to central 
bank policy, commodity prices, financial market volatility, and 
sentiment. The AUD’s steady decline has provided for fresh lows 
below 0.7000, to levels last seen in early 2009. AUD risk is biased to 
further downside, as we consider the relative outlook between the 
US Fed and RBA, with the added risk of continued weakness in 
commodity prices given concerns surrounding the path of growth for 
China. Recent financial market turmoil has sparked a flight toward 
safe-havens and away from growth-sensitive risk currencies such as 
the AUD, weighing on investor sentiment and pushing AUD bears to 
hold a near-record gross short CFTC position. The $3.9bn net short 
position is wide, though still shy of the $5.9bn position from March 
2015 and the record August 2013 short near $7.1bn, leaving some 
room for a further build. We hold a year-end 2015 AUD forecast of 
0.7000, and the primary risk to our forecast is centered on 
developments in China. We look to stabilization and modest strength 
into year-end 2016 with an AUD forecast of 0.74. 
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Europe Regional Outlook  

Heightened Global Financial Volatility | Mixed 
Economic Impact on Key European Markets 

Europe is not immune to escalating financial market turbulence 
triggered by the approaching monetary policy normalization in some 
advanced economies, the gradual economic deceleration in China, the 
sharp swings in commodity (primarily crude oil) prices, the negative 
investor sentiment affecting emerging markets, and the lingering 
uncertainties vis-à-vis Greece’s debt profile. However, the impact is not 
uniform across the region. European currencies have been relatively 
well supported during the past few months. Looking ahead, we foresee 
a weaker euro on the back of unattractive growth and interest rate 
differentials and persistent structural rigidities. Central bank intervention 
in bond markets might ease debt refinancing, yet the sovereign credit 
rating outlook varies from country to country: Spain is an “upgrade” 
candidate whereas France and the UK face “downgrade” risk.  

The Economic Recovery In Europe Remains Uneven | 
Weak Euro, Low Oil Prices & Interest Rates Support 
Growth Outlook  

The euro zone recovery appears to be on track, while the UK economy 
continues to outperform. Euro zone real GDP growth is forecast to 
accelerate to 1.6% in 2016, up from 1.3% this year, as persistently low 
oil prices support consumption and investment. Meanwhile, foreign 
demand for euro zone exports should be bolstered by stronger growth 
in advanced economies and a weaker euro alongside a highly 
stimulative monetary policy stance by the European Central Bank 
(ECB). This also bodes well for ongoing improvements in consumer 
and business confidence, as well as credit conditions. However, 
uneven growth dynamics persist in Europe; Spain will lead economic 
growth this year at 3% y/y, followed by the UK at 2.6%. Germany will 
remain the euro zone’s primary growth engine, with output expected to 
modestly accelerate to 1.7% this year, while growth prospects in 
France and Italy are more muted.  

Ultra-low Interest Rate Context | Subdued Inflation 
Dynamics & Central Bank Intervention  

Multiple rounds of energy price shocks have revived the ghost of 
deflationary forces. The ECB now has to contend with disinflationary 
pressures from broad-based commodity price weakness and slower 
growth prospects in developing countries. Euro zone headline 
inflation is at risk of falling back into negative territory, while core 
inflation, after holding steady at around 1% y/y, could start to be 
weighed down by second round price effects. Our base-case 
scenario entails a prolonged path of monetary policy 
accommodation, opening the gates for another phase of currency 
weakness as interest rate differentials weigh on the euro. We 
project euro zone inflation to slightly accelerate to a year-end rate of 
1.2% y/y in 2016 and remain below the ECB’s target through 2017. 
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In the UK a gradual path towards monetary policy normalization 
will commence some time in the first half of 2016. 

Ongoing Structural Adjustment | Labour Market 
Reform + Fiscal & Debt Sustainability in Focus  

The economic recovery in Spain reveals commitment to deep 
structural adjustments, which might be mimicked by other regional 
economies. Following Germany’s leadership, fiscal consolidation is 
also advancing in most regional countries. However, the longer-term 
outlook remains clouded by an array of ongoing structural 
challenges. Restoring sovereign debt sustainability remains a 
regional issue of systemic relevance given the still high public sector 
debt. Labour market reform across the continent is paramount to 
improve global competitiveness and foster formal job creation. 
Unemployment in the euro area remains high, while ample spare 
capacity and the need for further productivity-enhancing reforms will 
continue to weigh on investment. The International Monetary Fund 
(IMF) has urged euro zone governments to stimulate demand by 
increasing spending and lowering taxes, while pushing ahead with 
labour market reforms and moving faster towards greater risk-
sharing and fiscal integration.  

Challenging Geo-Political Issues | Greece & Russia 
in Focus + Escalating Migration Crisis  

Germany, under the leadership of Chancellor Angela Merkel, has de-
escalated financial market tensions associated with the crises in 
Russia and Greece. However, complex issues affecting governance 
in both countries remain structural impediments to recovering a 
sustainable growth path. The lingering economic consequences of 
sanctions imposed on Russia, in the context of depressed energy 
prices, will continue to affect long-term investor confidence. The risk 
of Greece’s exit from the European Economic and Monetary Union 
remains vivid. A third financial rescue package worth €86 billion was 
ratified across euro zone parliaments. This bodes well for the region’s 
outlook and the credibility of the euro project, but the risk of a “Grexit” is far from over as local policymakers remain 
deeply divided on the new assistance program. The socio-economic impact of the humanitarian and migration crises 
in Northern Africa and the Middle East will also remain a key challenge for European leaders.   

Financial Sector Transformation | Improved Asset Quality + Banking Union Advances 

Broad improvements in economic and financial conditions have increased the resilience of euro zone banks to 
external shocks, while improving growth dynamics and ECB monetary policy tools have helped contain 
contagion risks. The ECB’s asset-purchase program will ensure steady demand for euro zone debt assets while 
providing an important backstop to financial institutions should access to funding be disrupted. The banking 
sector’s exposure to Greek government debt has also been severed; little more than 10% remains in private 
hands, with the IMF, the ECB and euro area governments holding the bulk of Greece’s outstanding debt. While 
we maintain our view that Greece will remain in the euro zone, overall euro area banks are much better 
positioned to weather the impact of a “Grexit” scenario than at the height of the debt crisis in 2011-12. 

For further information on the economic outlook of Europe economies, please refer to the Europe Regional 
Outlook (Autumn 2015) report, published on September 8th, at scotiabank.com/economics. 
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How Likely Is Latin American Sovereign Default?  

The following article was published on September 9, 2015. 

CDS spreads on investment-grade rated Latin American sovereigns have nearly doubled in the past twelve 
months. For example, Mexico 10Y CDS has increased from 120bp to 210bp, and Colombia CDS has risen 
from 130bp to 280bp. In analyzing these developments, some market participants point to deteriorating 
macroeconomic variables combined with relatively low spreads that offer a cheap hedge. Others emphasize 
the actions taken by many of these countries in good times to protect them throughout the commodity cycle, 
including the establishment of strong institutions, the buildup of reserves, low debt levels, and better monetary 
and fiscal policies, suggesting that the likelihood of debt problems remains low. In this article, we review the 
experience of previous sovereign defaults to assess who is right. 

Of 22 defaults on sovereign external debt recorded by S&P in the last two decades, only four involved 
countries that had previously held an investment-grade rating.1, 2 That is rather a small number, considering 
that S&P ranks over 100 sovereigns. As shown in Figure 1, most of the defaults were of single B-rated 
sovereigns. The four investment grade countries that defaulted were, in chronological order, Indonesia, 
Uruguay, Greece, and Cyprus. While the problems in Greece are well known, the other three deserve a brief 
explanation, considering how they demonstrate a rare phenomenon. 

Indonesia’s initial default occurred as part of the Asian Financial crisis, where substantial foreign inflows, 
many of them short-term, combined with immature financial systems poorly able to allocate those foreign 
funds efficiently. Inflexible exchange rates and weakening exports ultimately created an unstable situation. 

Joe Kogan 212.225.6541 
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Of 22 defaults on sovereign external debt in the last two decades, only four involved countries that 
previously held an investment grade rating. While foreign inflows played a large role in each of those 
four countries, just as they do in Latin America today, there are clear reasons to think Latin America is 
less vulnerable. The market is pricing a far higher probability of default for Latin American sovereigns 
than would be warranted by the historical likelihood of crises.  

        Figure 1. Highest credit rating prior to default on sovereign external debt 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
        Source: Scotiabank, S&P, Bloomberg 

1 Some countries defaulted more than once. We count each default separately, and use the highest credit rating achieved 
since after the previous default.  
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When Indonesia’s currency eventually collapsed, public sector external debt ratios rose from 17% in 1997 to 
62% by the end of 1998. A default in March of 1999 followed. In Uruguay’s case, spillovers from the Argentine 
crisis, including economic impacts and especially banking deposit withdrawals, created problems for local 
banks, such that the subsequent assistance from the Central Bank depleted reserves, leading to a floating of 
the currency. External public debt/GDP jumped from 28% to 61%. Just as Uruguay’s problems were caused 
by a financial crisis in its larger neighbor, Cyprus’ problems coincided with difficulties in Greece. Cypriot bank 
deposits had swelled thanks to large inflows of Russian deposits, a large portion of which were invested in 
Greek debt that the banks subsequently had to write down. 

These four events have important similarities. The defaults occurred relatively quickly, such that the time 
between the loss of investment grade and the default averaged only 1.4 years, and was less than 2 years in 
all four cases. Considering this time frame, we can rule out a gradual deterioration of fiscal accounts as the 
cause; annual government deficits are just not large enough to take a country from a position of easily 
sustainable to unsustainable debt service in just a couple of years. Instead, some kind of large, identifiable 
crisis is required. All four defaults were precipitated by large foreign inflows, the reversal of which, combined 
with inflexible exchange rate regimes — whether fixed or crawling band — eventually led to a sudden 
adjustment. 

Ominously, foreign inflows play a large role in many emerging market countries today. The seven largest Latin 
American countries together were receiving over $100bn per year in fixed income inflows in each of the past 
five years. That figure is more than double the inflows received in the late 1990s when we normalize by 
inflation, and equivalent in magnitude to the inflows of the 1990s when we normalize by Latin American GDP. 
The exact numbers for Brazil, Colombia, Mexico, and Peru as a share of GDP for the past five years were 
2.4%, 2.3%, 2.2% and 1.9%, respectively. In comparison, these averages for the five years prior to capital 
flow reversals for Indonesia and Uruguay were 1.8% and 3.8%. 

Yet, other variables in Latin America remain healthy. Total international reserves for those seven Latam 
countries, adjusted for inflation, were $736bn at the end of 2014, having risen almost every year since 2003 
and now over three times higher than their previous peak in the 1990s. Some of those reserves may be 
effectively committed through swaps, making the actual number lower, but not that much lower. As a fraction 
of GDP, international reserves at the end of 2014 were 12%, 16%, 22% and 30% for Colombia, Mexico, 
Brazil, and Peru, respectively. In contrast, in the years prior to the default and depreciation, that figure was 6% 
for Indonesia and fluctuated around 10% for Uruguay. Moreover, central banks have allowed exchange rates 
in Latin America to adjust to the new environment at least in part, with more intervention in some countries like 
Peru and almost none in others like Colombia. Even in the case of Peru, the sol has depreciated 23% since 
the peak in early 2013, while Colombia’s peso has lost 44% of its value against the dollar in just the past year. 
Given these dynamics, no investor should be taken by surprise going forwards, and any further outflows 
should happen gradually. 

Government debt in Latin America is also better structured. Wary of the currency mismatch problems of the 
past, governments have taken advantage of foreign interest in local currency investing to change the currency 
mix of their debt. For example, the share of Peru’s public sector debt in local currency rose from 15% in 1996 
to 49% in 2014, according to IIF data. The same ratio rose from 57% to 74% in Colombia and from 79% to 
93% in Brazil. In contrast, Uruguay’s ratio was 32% prior to its crisis. There is also much less reliance on short 
term capital flows. Remaining maturities on Latin American domestic central government debt have increased 
from 0.7 years in 1995 to 1.4 years in 2000 and 4.9 years by 2011 according to BIS data, though to be fair, 
remaining maturities in Indonesia were also fairly long prior to default. 

Joe Kogan 212.225.6541 
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2 We excluded from the S&P default list Venezuela’s default in 2005, which was merely an unintentional delay in payment on 
oil warrants due to calculation errors. Venezuela was rated AA in 1982, but lost investment grade status in 1983 and never 
regained it subsequently.  
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While these arguments suggest that debt crises are less likely now in Latin America than in Latin America 
before, and less likely than in the few historical examples of investment grade default, we of course cannot 
rule them out altogether. Though seemingly predictable in hindsight, each crisis was unique and caught the 
market by surprise. Thus, it makes sense to frame the argument in terms of probabilities rather than 
absolutes. How frequently have financial crises occurred in the past? By S&P’s estimation, the historical 
probability that a BBB-rated sovereign defaults is 3% in five years and 6% in 10 years. In contrast, CDS 
markets are pricing a 36% to 62% probability of default in ten years, as shown in Figure 2. 

Bond spreads are lower than CDS spreads of course — around 50bp lower for Colombia, Mexico, and Peru 
and 100bp lower for Brazil. Implied probabilities of default in bonds would be roughly one-fifth lower than the 
numbers shown in the table. That’s not enough to change our argument, however, considering the magnitude 
of the difference between implied and historical default rates shown in Figure 2.  

Perhaps, S&P has loosened its standards for sovereign ratings, rewarding Latin America over the past decade 
too much for changes in policies and institutions that may prove short-lived. Suppose, for example that today’s 
BBB rating is equivalent to a BB-rating in the past. Even then, markets are compensating investors well for 
default risk, since the historical default rate for BB sovereigns in ten years has been 13%, still far lower than 
the implied probabilities of default.  

Thus, the likelihood of default priced in EM external debt seems too high today by historical standards. That 
doesn’t mean spreads cannot widen farther, as technical factors interact with deteriorating macroeconomic 
numbers in unpredictable ways. Moreover, a portion of the spread on sovereign instruments may be a liquidity 
premium rather than a default premium. Nevertheless, longer-term investors less concerned about mark-to-
market movements should find comfort in the fact that current prices easily compensate investors for the 
downturn in fundamentals. 
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Country 1Y 3Y 5Y 10Y

S&P historical BBB 0% 2% 3% 6%

S&P historical BB 1% 3% 5% 13%

S&P historical B 3% 8% 13% 28%

Brazil implied 3% 18% 32% 62%

Colombia implied 3% 11% 21% 46%

Mexico implied 1% 6% 15% 36%

Peru implied 2% 8% 17% 39%

     Figure 2. S&P historical default probability vs. Latam implied default probabilities 
 
 
 
 
 
 
 
 
 
 
 
 
 
      
     Source: Bloomberg, S&P, Scotiabank. Table shows CDS implied default rates assuming a 50% recovery rate. 
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Key Data Preview  

CANADA 

We anticipate that Canadian inflation will tick up to 1.6% y/y in August on a +0.2% m/m print while core CPI 
could accelerate by a modestly stronger +0.4% m/m resulting in a 2.3% y/y number, with risks shaded to the 
upside. The principal rationale for our forecast is that August typically displays solid seasonal increases in a 
variety of prices including clothing (average monthly increase of +0.6% m/m over the past three Augusts) and 
recreation, education, and reading (average monthly increase of +0.4% m/m over the past three Augusts). 
Gasoline pump prices fell in August, but by a fairly modest 3%, which should weigh on headline, but only 
modestly so, and explains why our core CPI forecast for the month exceeds our headline expectation. The 
most important question for Canadian inflation is one of import price pass-through into core goods: how much 
and how severe will it be. That latter factor is why we continue to anticipate that Canadian core CPI will have 
an upwards bias for the rest of 2015 and into 2016. 

Canadian manufacturing sales will likely expand by a solid amount, and we’re anticipating a +0.9% m/m 
print for July. This number is a bit softer than the gangbusters exports numbers would point to: exports of 
industrial machinery in July were higher by 5.5% m/m and exports of motor vehicles were higher by 9.9%  
m/m. Taken on their own, these numbers would point to an extremely strong July manufacturing sales print. 
However June manufacturing sales were so strong at +1.2% m/m that it’s hard for us to anticipate a second 
consecutive super-strong monthly print, leading us to be inclined to believe that perhaps some of the export 
surge in July was out of inventory. That said, between the solid export numbers and the +0.6% m/m new 
orders increase in June, there are plenty of reasons to highlight the potential for an upside surprise to our 
already strong forecast. 

UNITED STATES 

We’re looking for U.S. inflation to print a modest -0.1% m/m decline in August accompanied by a +0.1% m/m 
print on core CPI. Our rationale is that core CPI has demonstrated decent strength all year driven by services 
prices (ex-energy services) which have levitated at or above the 2.5% area for quite some time (see chart) 
presumably on the basis of ok domestic wage growth and demand. For instance, services prices ex-energy 
stood at 2.6% y/y in July. The factor dragging on headline CPI in the U.S. has been goods prices: both energy 
goods and imported goods of all other kinds. The latter is a function of the strong USD, which has led to soft 
import prices and thus weak prices for goods such as clothing (-1.6%  
y/y in July) and for goods ex-food and energy in general (-0.5% y/y). 
The drop in energy prices needs no explanation. We expect these three 
major trends to persist for some time as: a) a better labor market will 
keep services prices rising, b) a stronger USD will keep import prices 
low, and c) Scotiabank’s energy forecast is for crude prices to remain 
mired in their current range next year. As gasoline pump prices fell by 
5.4% m/m, we would point to some downside to our headline forecast. 

U.S. retail sales should climb in August, and we’re anticipating a 
+0.3% m/m number on the back of very solid vehicle sales on the 
month (+1.5% m/m). Gasoline pump prices fell (-5.4% m/m on 
average) which should drag on retail sale prices, although sales at 
gasoline stations are a function not just of gasoline prices but sales 
volumes — and car sales have been strong over the past 18 months. 
Consumer confidence remains solid on both the Michigan and 
Conference Board metrics, with the latter ticking up strongly in August.  
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… continued from previous page 

EUROPE 

The UK and France will release inflation data for August on Tuesday, 
September 15th. The annual rate of UK inflation is forecast to fall back 
into negative territory in August, at -0.1% y/y from 0.1% in July, due to 
the combined impact of the sharp drop in global oil prices and the 
past appreciation of the British pound. Over the coming months, 
weaker energy prices will continue to weigh down consumer price 
inflation in the UK, which is forecast to remain near-zero until later this 
year before base effects lift the headline print up towards 1% in early-
2016. As such, the Bank of England will likely remain on the sidelines 
until February 2016 at the earliest, when it will proceed on a gradual 
path of monetary tightening. Similarly, inflationary pressures in France 
are expected to ease in August to 0% y/y from 0.2% in July. Indeed, 
this could bring down the euro zone final HICP inflation (to be 
released on September 16th) to 0.1% y/y in August from a prior flash 
estimate of 0.2%. Renewed disinflationary forces in the euro area are 
highly concerning for the European Central Bank. The central bank 
has stressed its willingness and ability to increase monetary 
accommodation should adverse developments inhibit its efforts to lift 
inflation up towards its target of close to, but below, 2%.   

LATIN AMERICA 

Brazil will release the latest results of its economic activity index on 
September 17th and we expect it to indicate a July contraction of 
roughly 3.5% y/y. Latin America’s largest economy continues to be 
buffeted by the falling prices of key commodities like iron ore and oil, 
the slowdown of the Chinese thirst for commodities of all sorts, 
accelerating inflation that reached 9.5% y/y in August, and the 
contractionary effects of a 14.25% benchmark interest rate, the 
highest within the G20. Standard & Poor’s downgraded Brazil’s 
sovereign debt to junk status earlier this week, citing a surging 
government deficit and the government’s inability to assuage investor 
fears. 

ASIA/PACIFIC 

New Zealand will release expenditure-based real GDP growth for the 
second quarter on September 16th. We estimate that output expanded 
by 2.6% y/y in the April-June period, a deceleration from the 2.9% 
advance experienced in Q1. The fall in key export commodity prices 
(dairy) is negatively affecting the country’s growth outlook and terms 
of trade. Weaker momentum in New Zealand’s top two export 
destinations (Australia and China) is reflected in external sector 
performance. Several factors continue to underpin growth, however, 
as strong net immigration will bolster the domestic economy and the 
depreciation of the New Zealand dollar will provide some support to 
exporters. The growth outlook also faces downside risks as 
weakening business and consumer confidence will have negative 
effects on investment and retail sales. We expect economic growth to 
average around 2½% this year as a whole.  
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Key Indicators for the week of September 14 – 18 

Forecasts at time of publication. 

North America 

A3 

Europe 

Country Date Time Indicator Period BNS Consensus Latest
CA 09/14 08:30 Teranet - National Bank HPI (y/y) Aug -- -- 5.1

US 09/15 08:30 Empire State Manufacturing Index Sep -- 0.3 -14.9
US 09/15 08:30 Retail Sales (m/m) Aug 0.3 0.3 0.6
US 09/15 08:30 Retail Sales ex. Autos (m/m) Aug 0.2 0.1 0.4
CA 09/15 09:00 Existing Home Sales (m/m) Aug -- -- -0.4
US 09/15 09:15 Capacity Utilization (%) Aug -- 77.8 78.0
US 09/15 09:15 Industrial Production (m/m) Aug -- -0.2 0.6
US 09/15 10:00 Business Inventories (m/m) Jul -- 0.1 0.8

US 09/16 07:00 MBA Mortgage Applications (w/w) SEP 11 -- -- -6.2
CA 09/16 08:30 International Securities Transactions (C$ bn) Jul -- -- 8.5
CA 09/16 08:30 Manufacturing Shipments (m/m) Jul 0.9 -- 1.2
US 09/16 08:30 CPI (m/m) Aug -0.1 -0.1 0.1
US 09/16 08:30 CPI (y/y) Aug 0.1 0.2 0.2
US 09/16 08:30 CPI (index) Aug -- 238.4 238.7
US 09/16 08:30 CPI ex. Food & Energy (m/m) Aug 0.1 0.1 0.1
US 09/16 08:30 CPI ex. Food & Energy (y/y) Aug 1.9 1.9 1.8
US 09/16 10:00 NAHB Housing Market Index Sep -- 61.0 61.0
US 09/16 16:00 Total Net TIC Flows (US$ bn) Jul -- -- -110.3
US 09/16 16:00 Net Long-term TIC Flows (US$ bn) Jul -- -- 103.1

US 09/17 08:30 Building Permits (000s a.r.) Aug -- 1155.0 1130.0
US 09/17 08:30 Current Account (US$ bn) 2Q -- -111.0 -113.3
US 09/17 08:30 Housing Starts (000s a.r.) Aug 1150 1170.0 1206.0
US 09/17 08:30 Housing Starts (m/m) Aug -- -3.0 0.2
US 09/17 08:30 Initial Jobless Claims (000s) SEP 12 280 276.0 275.0
US 09/17 08:30 Continuing Claims (000s) SEP 5 2260 2265.0 2260.0
US 09/17 10:00 Philadelphia Fed Index Sep 8.5 6.0 8.3
US 09/17 14:00 FOMC Interest Rate Meeting (%) Sep 17 0.25 0.50 0.25

CA 09/18 08:30 Core X8 CPI (m/m) Aug 0.4 -- 0.0
CA 09/18 08:30 Core X8 CPI (y/y) Aug 2.3 -- 2.4
CA 09/18 08:30 CPI, All items (m/m) Aug 0.2 -- 0.1
CA 09/18 08:30 CPI, All items (y/y) Aug 1.6 -- 1.3
CA 09/18 08:30 CPI, All items (index) Aug -- -- 127.3
CA 09/18 08:30 CPI SA, All items (m/m) Aug -- -- 0.2
CA 09/18 08:30 Core CPI SA, All items (m/m) Aug -- -- 0.2
US 09/18 10:00 Leading Indicators (m/m) Aug -- 0.2 -0.2

Country Date Time Indicator Period BNS Consensus Latest
IT 09/14 04:00 CPI - EU Harmonized (y/y) Aug F 0.5 0.5 0.5
EC 09/14 05:00 Industrial Production (m/m) Jul -- 0.3 -0.4
EC 09/14 05:00 Industrial Production (y/y) Jul -- 0.7 1.2

FR 09/15 02:45 CPI (m/m) Aug 0.3 0.3 -0.4
FR 09/15 02:45 CPI (y/y) Aug 0.0 0.1 0.2
FR 09/15 02:45 CPI - EU Harmonized (m/m) Aug 0.3 0.3 -0.5
FR 09/15 02:45 CPI - EU Harmonized (y/y) Aug 0.1 0.2 0.2
UK 09/15 04:30 CPI (m/m) Aug -- 0.2 -0.2
UK 09/15 04:30 CPI (y/y) Aug -- 0.0 0.1
UK 09/15 04:30 DCLG House Prices (y/y) Jul -- -- 5.7
UK 09/15 04:30 PPI Input (m/m) Aug -- -2.4 -0.9
UK 09/15 04:30 PPI Output (m/m) Aug -- -0.2 -0.1
UK 09/15 04:30 RPI (m/m) Aug -- 0.3 -0.1
UK 09/15 04:30 RPI (y/y) Aug -- 0.9 1.0
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Key Indicators for the week of September 14 – 18 

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

A4 

Europe (continued from previous page) 

Asia Pacific 

Country Date Time Indicator Period BNS Consensus Latest
CH 09/13 01:30 Fixed Asset Investment YTD (y/y) Aug -- 11.2 11.2
CH 09/13 01:30 Industrial Production (y/y) Aug 6.2 6.5 6.0
CH 09/13 01:30 Retail Sales (y/y) Aug 10.5 10.6 10.5

JN 09/14 00:30 Tertiary Industry Index (m/m) Jul -- 0.2 0.3
IN 09/14 02:30 Monthly Wholesale Prices (y/y) Aug -- -4.4 -4.1
HK 09/14 04:30 Industrial Production (y/y) 2Q -- -- -1.5
IN 09/14 08:00 CPI (y/y) Aug 3.70 3.58 3.78
AU 09/14 21:30 New Motor Vehicle Sales (m/m) Aug -- -- -1.3
JN SEP 14-15 BoJ Monetary Base Target (¥ tn) Sep 15 80.0 80.0 80.0
PH SEP 14-15 Overseas Remittances (y/y) Jul -- -- 6.1

ID 09/15 00:00 Exports (y/y) Aug -- -15.5 -19.2
ID 09/15 00:00 Imports (y/y) Aug -- -23.0 -28.4
ID 09/15 00:00 Trade Balance (US$ mn) Aug -- 919.0 1332.0
SI 09/15 01:00 Retail Sales (y/y) Jul -- 3.0 6.9

TH 09/16 03:30 BoT Repo Rate (%) Sep 16 1.50 1.50 1.50
NZ 09/16 18:45 GDP (y/y) 2Q 2.6 -- 2.9
JN 09/16 19:50 Merchandise Trade Balance (¥ bn) Aug -- -542.5 -268.4
JN 09/16 19:50 Adjusted Merchandise Trade Balance (¥ bn) Aug -- -370.0 -368.8
JN 09/16 19:50 Merchandise Trade Exports (y/y) Aug -- 4.4 7.6
JN 09/16 19:50 Merchandise Trade Imports (y/y) Aug -- -2.5 -3.2
SI 09/16 20:30 Exports (y/y) Aug -- -3.3 -0.8
HK SEP 16-17 Composite Interest Rate (%) Aug -- -- 0.26
ID SEP 16-17 BI Reference Interest Rate (%) Sep 17 7.50 7.50 7.50
JN SEP 16-20 Nationwide Department Store Sales (y/y) Aug -- -- 3.4

HK 09/17 04:30 Unemployment Rate (%) Aug 3.3 -- 3.3
SK 09/17 17:00 PPI (y/y) Aug -- -- -4.0
NZ 09/17 21:00 ANZ Consumer Confidence Index Sep -- -- 109.8
PH SEP 17-18 Balance of Payments (US$ mn) Aug -- -- 354.0

Country Date Time Indicator Period BNS Consensus Latest
EC 09/15 05:00 Employment (q/q) 2Q -- -- 0.1
EC 09/15 05:00 Trade Balance (€ mn) Jul -- 28.0 26.4
EC 09/15 05:00 ZEW Survey (Economic Sentiment) Sep -- -- 47.6
GE 09/15 05:00 ZEW Survey (Current Situation) Sep -- 64.0 65.7
GE 09/15 05:00 ZEW Survey (Economic Sentiment) Sep 20.0 18.3 25.0

UK 09/16 04:30 Average Weekly Earnings (3-month, y/y) Jul -- 2.5 2.4
UK 09/16 04:30 Employment Change (3M/3M, 000s) Jul -- 18.0 -63.0
UK 09/16 04:30 Jobless Claims Change (000s) Aug -- -5.0 -4.9
UK 09/16 04:30 ILO Unemployment Rate (%) Jul -- 5.6 5.6
EC 09/16 05:00 CPI (m/m) Aug 0.0 0.0 0.0
EC 09/16 05:00 CPI (y/y) Aug F 0.2 0.2 0.2
EC 09/16 05:00 Euro zone Core CPI Estimate (y/y) Aug F -- 1.0 1.0
EC 09/16 05:00 Labour Costs (y/y) 2Q -- -- 2.2

SZ 09/17 03:30 SNB Sight Deposit Interest Rate (%) Sep 17 -0.75 -0.75 -0.75
UK 09/17 04:30 Retail Sales ex. Auto Fuel (m/m) Aug -- 0.1 0.4
UK 09/17 04:30 Retail Sales with Auto Fuel (m/m) Aug -- 0.2 0.1

EC 09/18 04:00 Current Account (€ bn) Jul -- -- 25.4
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Key Indicators for the week of September 14 – 18 

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

A5 

Latin America 

Country Date Time Indicator Period BNS Consensus Latest
CL 09/15 17:00 Nominal Overnight Rate Target (%) Sep 15 3.00 3.00 3.00
CO 09/15 17:00 Retail Sales (y/y) Jul -- 3.1 5.1
PE 09/15 Economic Activity Index NSA (y/y) Jul -- 3.0 3.9
PE 09/15 Unemployment Rate (%) Aug -- 6.4 6.8

BZ 09/16 08:00 Retail Sales (y/y) Jul -- -3.8 -2.7

BZ SEP 17-18 Economic Activity Index NSA (y/y) Jul -3.5 -4.2 -1.2

CO 09/18 17:00 Trade Balance (US$ mn) Jul -- -800.0 -814.4
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Global Auctions for the week of September 14 – 18 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A6 

Country Date Time Event
US 09/14 11:30 U.S. to Sell 3-Month Bills
US 09/14 11:30 U.S. to Sell 6-Month Bills

US 09/15 11:30 U.S. to Sell 52-Week Bills
US 09/15 11:30 U.S. to Sell 4-Week Bills

US 09/17 13:00 U.S. to Sell 10-Year TIPS

Country Date Time Indicator
NO 09/14 05:05 Norway to Sell NOK8 Bln 371-Day Bills
NO 09/14 05:05 Norway to Sell Bills
GE 09/14 05:30 Germany to Sell EUR2 Bln 182-Day Bills
FR 09/14 08:50 France to Sell Bills

SP 09/15 04:30 Spain to Sell 12 Month Bills
SP 09/15 04:30 Spain to Sell 6 Month Bills
MB 09/15 05:00 Malta to Sell Bills
EC 09/15 05:10 ECB Main Refinancing Operation Result
SZ 09/15 05:15 Switzerland to Sell 91-Day Bills
BE 09/15 05:30 Belgium to Sell Bills

SW 09/16 05:03 Sweden to Sell SEK2 Bln 2.5% 2025 Bonds
SW 09/16 05:03 Sweden to Sell SEK2 Bln 1.5% 2023 Bonds
GE 09/16 05:30 Germany to Sell EUR2 Bln 2.5% 2046 Bonds 
UK 09/16 05:30 U.K. to Sell GBP3.25 Bln 2% 2025 Bonds
PO 09/16 05:30 Portugal to Sell 6-Month Bills
PO 09/16 05:30 Portugal to Sell 12-Month Bills

SP 09/17 04:30 Spain to Sell Bonds
FR 09/17 04:50 France to Sell Bonds
FR 09/17 05:50 France to Sell I/L Bonds

IC 09/18 06:00 Iceland to Sell Bonds
UK 09/18 06:00 U.K. to Sell 1-Month Bills
UK 09/18 06:00 U.K. to Sell 3-Month Bills
UK 09/18 06:00 U.K. to Sell 6-Month Bills
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Global Auctions for the week of September 14 – 18 

Source: Bloomberg, Scotiabank Economics. 

A7 

Asia Pacific 

Latin America 

Country Date Time Indicator
CH 09/13 21:30 Shandong to Sell General Bonds
CH 09/13 22:40 Shandong to Sell Special Bonds
CH 09/13 23:00 China Plans to Sell 26 billion yuan 2-Year Bonds

CH 09/14 21:20 Xinjiang to Sell General Bonds
CH 09/14 22:20 Xinjiang to Sell Special Bonds
CH 09/14 23:00 Guangxi to Sell General Bonds

CH 09/15 02:00 Guangxi to Sell Special Bonds
AU 09/15 21:00 Australia Plans to Sell AUD900 Mln 3.25% 2025 Bonds
CH 09/15 23:00 China to Sell 7-Year Bonds
JN 09/15 23:35 Japan to Sell 1-Year Bills
JN 09/15 23:45 Japan to Sell 20-Year Bonds

AU 09/16 20:30 Australia Plans to Sell A$500M 85-Day Bills
CH 09/16 22:00 Hebei to Sell General Bonds
NZ 09/16 22:05 New Zealand Plans to Sell NZD100 Mln 2.5% 2035 Linked Bonds
JN 09/16 23:35 Japan to Sell 3-Month Bills

CH 09/17 02:00 Zhejiang to Sell General Bonds 
CH 09/17 02:00 Zhejiang to Sell Special Bonds 
AU 09/17 21:00 Australia Plans to Sell AUD800 Mln 2.75% 2019 Bonds
CH 09/17 22:00 Guizhou to Sell General Bonds 
CH 09/17 23:00 China to Sell CNY26 Bln 1-Yr Bonds

CH 09/17 02:00 Hebei to Sell Special Bonds 

Country Date Time Indicator
CL 09/15 11:00 Chile To Sell Bills - 28 Days

CL 09/16 11:00 Chile To Sell Bills - 28 Days

BZ 09/17 11:00 Brazil to Sell Fixed Rate Bonds - 01/01/2021
BZ 09/17 11:00 Brazil to Sell Fixed Rate Bonds - 01/01/2025
BZ 09/17 11:00 Brazil to Sell Bills LTN - 10/01/2016
BZ 09/17 11:00 Brazil to Sell Bills LTN - 10/01/2017
BZ 09/17 11:00 Brazil to Sell Bills LTN - 07/01/2019
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Events for the week of September 14 – 18 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A8 

North America 

Asia Pacific 

Latin America 

Country Date Time Event
CA 09/16 13:05 Bank of Canada Deputy Cote Speaks in Winnipeg

US 09/17 14:00 FOMC Rate Decision
US 09/17 14:30 Federal Reserve Board Chairwoman Janet Yellen - News conference

Country Date Time Indicator
EC 09/14 03:30 EU General Affairs Ministers Hold Meeting in Brussels
EC 09/14 09:00 EU Interior Ministers Meet in Brussels on Migration Crisis

EC 09/15 01:30 EU's Tusk, South Korean Leaders Hold Summit in Seoul
IT 09/15 03:00 Fin Min Padoan, Bank of Italy Governor Visco at Milan Event
EC 09/15 05:15 ECB SSM Chair Daniele Nouy Speaks in Vienna
FR 09/15 09:00 Economy Minister Macron Speaks to French Lawmakers

SW 09/16 03:30 Riksbank Publishes Minutes From Sept. 2 Policy Meeting

SZ 09/17 03:30 SNB Sight Deposit Interest Rate
EC 09/17 04:00 ECB Publishes Economic Bulletin
EC 09/17 EU's Juncker, Moscovici, Vestager to Meet With EU Lawmakers

GE 09/18 03:00 IMF Economist Briefs on Euro Area Reform Ideas, Berlin
PO 09/18 Portugal Sovereign Debt Rating Published by S&P
TU 09/18 Turkey Sovereign Debt Rating Published by Fitch
FR 09/18 France Sovereign Debt May Be Published by Moody's
UK 09/18 U.K. Sovereign Debt Rating May Be Published by Moody's

Country Date Time Indicator
AU 09/14 21:30 RBA Sept. Meeting Minutes
JN 09/14 23:00 Bank of Japan Policy Statement/Kuroda Press Conference
JN 09/14 00:00 BOJ Annual Rise in Monetary Base

EC 09/15 01:30 EU's Tusk, South Korean Leaders Hold Summit in Seoul
AU 09/15 19:30 RBA's Debelle Gives Speech in Sydney
JN 09/16 01:00 Bank of Japan's Monthly Economic Report for September

TH 09/16 03:30 BoT Benchmark Interest Rate
AU 09/16 21:30 RBA Bulletin
AU 09/16 21:30 RBA FX Transactions Market
HK 09/16 00:00 Composite Interest Rate
ID 09/16 00:00 Bank Indonesia Reference Rate

JN 09/17 02:35 BOJ Governor Kuroda Speech
JN 09/17 02:35 BOJ Kuroda speaks in Tokyo
AU 09/17 19:30 RBA Governor's Appearance Before Parliament Committee
JN 09/17 19:50 BOJ Minutes for Aug. 6-7 Meeting

Country Date Time Indicator
CL 09/15 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 0.50 October 21, 2015 0.50 0.50

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

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

EUROPE
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank – Refinancing Rate 0.05 October 22, 2015 0.05 --

Bank of England – Bank Rate 0.50 October 8, 2015 0.50 0.50

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

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

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

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

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

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Reserve Bank of Australia – Cash Target Rate 2.00 October 5, 2015 2.00 2.00

Reserve Bank of New Zealand – Cash Rate 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 7.25 September 29, 2015 7.00 --

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

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

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

LATIN AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil – Selic Rate 14.25 October 21, 2015 14.50 --

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

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

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

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank – Repo Rate 6.00 September 23, 2015 6.00 6.00

Fed: We expect the Fed to hold its benchmark rate at 0-0.25% at its Sept. 17 meeting. Our rationale is that the confluence of international risks will cause 
the Fed to wait and hike rates later this year – even as domestic economic data have more-or-less met the Fed’s thresholds for raising rates. BoC: More 
Q3 data will stream out this week with figures on inflation and manufacturing sales landing during the week of Sept. 13. We anticipate that the CPI and 
factory shipments figures will continue to build on an already-strong quarter. 

Monetary authorities at the Swiss National Bank (SNB) will convene next week for its quarterly monetary policy assessment and announce an interest 
rate decision on September 17th. The SNB is expected to leave its three-month Swiss Libor Target Rate unchanged at -1.25% to -0.25%. Deflationary 
pressures continue to intensify in Switzerland; therefore, we expect the Libor Target Rate will likely stay at this range through 2016 as the SNB tries to 
maintain downward pressure on the strong Swiss franc.  

Despite persitent deflationary pressures (consumer prices decreased by 1.2% y/y in August) in Thailand, we expect monetary authorities to keep the 
benchmark repo rate on hold at 1.5% following next week's monetary policy meeting. Given the recent bombings and their adverse impact on the economy, 
further monetary stimulus will likely be implemented before the end of the year. In Indonesia, high inflation and the Indonesian rupiah's depreciating 
pressure have constrained Bank Indonesia (BI) from responding to weaker domestic economic momentum. Accordingly, we expect that BI will maintain the 
key rate at 7.5% at next week's meeting and wait for inflation to slow towards the end of the year (when the impact of the petrol subsidy reform falls out of 
the consumer price index) before implementing further easing.

We expect that the Banco Central de Chile will keep its benchmark overnight rate steady at 3.00% when monetary authorities meet on September 15th. 
August inflation reached 5% y/y, well outside the central bank’s 2-4% target range, but monetary authorities’ medium-term inflation expectations remain 
acceptable. The struggling Chilean economy, which continues to feel the pinch of low metals prices, will disincentivize any interest rate hikes until 
absolutely necessary.

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 3.7
  Current Acc. Bal. (C$B, ar) -41.5 -72.6 -69.6   Current Acc. Bal. (US$B, ar) -390 -453
  Merch. Trade Bal. (C$B, ar) 5.0 -28.6 -26.8 -7.1 (Jul)   Merch. Trade Bal. (US$B, ar) -741 -769 -753 -737 (Jul)
  Industrial Production 2.5 -1.8 -1.5 0.1 (Jul)   Industrial Production 3.7 3.4 1.7 1.7 (Jul)
  Housing Starts (000s) 189 175 193 217 (Aug)   Housing Starts (millions) 1.00 0.98 1.16 1.21 (Jul)
  Employment 0.6 0.6 0.9 1.1 (Aug)   Employment 1.9 2.3 2.2 2.1 (Aug)
  Unemployment Rate (%) 6.9 6.7 6.8 7.0 (Aug)   Unemployment Rate (%) 6.2 5.6 5.4 5.1 (Aug)
  Retail Sales 4.6 2.4 2.0 1.4 (Jun)   Retail Sales 3.6 1.8 1.0 1.6 (Jul)
  Auto Sales (000s) 1850 1801 1869 1837 (Jun)   Auto Sales (millions) 16.4 16.7 17.1 17.7 (Aug)
  CPI 1.9 1.1 0.9 1.3 (Jul)   CPI 1.6 -0.1 0.0 0.2 (Jul)
  IPPI 2.5 -1.8 -1.5 -0.1 (Jul)   PPI 1.9 -3.2 -3.3 -2.9 (Aug)
  Pre-tax Corp. Profits 8.8 -9.6 -11.4   Pre-tax Corp. Profits 2.1 6.7 6.4

Mexico
  Real GDP 2.1 2.6 2.2
  Current Acc. Bal. (US$B, ar) -25.0 -34.3 -31.9
  Merch. Trade Bal. (US$B, ar) -2.8 -8.8 -7.4 -27.2 (Jul)
  Industrial Production 1.9 1.5 0.5 0.7 (Jul)
  CPI 4.0 3.1 2.9 2.6 (Aug)

Euro Zone 2014 15Q1 15Q2 Latest Germany 2014 15Q1 15Q2 Latest
  Real GDP 0.9 1.1 1.2   Real GDP 1.6 1.1 1.6
  Current Acc. Bal. (US$B, ar) 275 245 252 418 (Jun)   Current Acc. Bal. (US$B, ar) 215.4 271.8 276.3 309.4 (Jul)
  Merch. Trade Bal. (US$B, ar) 329.8 302.6 375.7 426.6 (Jun)   Merch. Trade Bal. (US$B, ar) 287.5 261.8 289.5 329.9 (Jul)
  Industrial Production 0.8 1.6 1.2 1.2 (Jun)   Industrial Production 1.5 0.2 1.5 0.4 (Jul)
  Unemployment Rate (%) 11.6 11.2 11.1 10.9 (Jul)   Unemployment Rate (%) 6.7 6.5 6.4 6.4 (Aug)
  CPI 0.4 -0.3 0.2 0.2 (Jul)   CPI 0.9 0.0 0.5 0.2 (Aug)

France United Kingdom
  Real GDP 0.2 0.9 1.0   Real GDP 3.0 2.9 2.6
  Current Acc. Bal. (US$B, ar) -26.2 -4.3 -5.7 -5.0 (Jul)   Current Acc. Bal. (US$B, ar) -105.7 -106.2
  Merch. Trade Bal. (US$B, ar) -42.9 -42.3 -35.4 -36.0 (Jul)   Merch. Trade Bal. (US$B, ar) -199.7 -190.1 -160.7 -206.9 (Jul)
  Industrial Production -1.1 1.4 1.0 -0.8 (Jul)   Industrial Production 1.7 1.0 1.5 0.8 (Jul)
  Unemployment Rate (%) 10.3 10.3 10.3 10.4 (Jul)   Unemployment Rate (%) 6.2 5.5 5.6 (May)
  CPI 0.5 -0.2 0.2 0.2 (Jul)   CPI 1.5 0.1 0.0 0.1 (Jul)

Italy Russia
  Real GDP -0.4 0.2 0.7   Real GDP 0.6 -2.2 -4.6
  Current Acc. Bal. (US$B, ar) 30.9 3.6 45.6 42.3 (Jun)   Current Acc. Bal. (US$B, ar) 58.4 28.9 19.2
  Merch. Trade Bal. (US$B, ar) 56.7 34.5 47.1 37.8 (Jun)   Merch. Trade Bal. (US$B, ar) 15.8 14.8 14.7 10.7 (Jul)
  Industrial Production -0.5 -0.4 0.7 2.4 (Jul)   Industrial Production -1.6 -0.4 -4.9 -4.7 (Jul)
  CPI 0.2 -0.4 0.0 0.1 (Jul)   CPI 7.8 16.2 15.8 15.8 (Aug)

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) 25.0 148.3 124.1 176.1 (Jul)
  Merch. Trade Bal. (US$B, ar) 12.2 2.3 -14.3 -17.8 (Jul)   Merch. Trade Bal. (US$B, ar) -122.0 -31.7 -23.3 -35.9 (Jul)
  Industrial Production 4.6 3.1 1.2   Industrial Production 2.1 -2.2 -0.5 0.2 (Jul)
  Unemployment Rate (%) 6.1 6.2 6.1 6.2 (Aug)   Unemployment Rate (%) 3.6 3.5 3.3 3.3 (Jul)
  CPI 2.5 1.3 1.5   CPI 2.7 2.3 0.5 0.3 (Jul)

South Korea China
  Real GDP 3.3 2.5 2.2   Real GDP 7.3 7.8 7.5
  Current Acc. Bal. (US$B, ar) 89.2 93.8 115.5 121.4 (Jul)   Current Acc. Bal. (US$B, ar) 219.7
  Merch. Trade Bal. (US$B, ar) 47.2 86.4 98.6 52.2 (Aug)   Merch. Trade Bal. (US$B, ar) 382.5 494.9 560.6 722.8 (Aug)
  Industrial Production 0.5 -1.6 -1.8 -3.4 (Jul)   Industrial Production 7.9 5.6 6.8 6.0 (Jul)
  CPI 1.3 0.6 0.5 0.7 (Aug)   CPI 1.5 1.4 1.4 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$B, ar) 13.4 8.2 4.1   Current Acc. Bal. (US$B, ar) -27.5 -1.3 -6.2
  Merch. Trade Bal. (US$B, ar) 2.0 2.5 2.6 2.7 (Jul)   Merch. Trade Bal. (US$B, ar) -11.7 -9.0 -10.7 -12.8 (Jul)
  Industrial Production -4.6 0.0 -7.7 -5.4 (Jul)   Industrial Production 1.8 3.3 3.3 4.2 (Jul)
  CPI 1.9 -0.5 -1.1 -1.2 (Aug)   WPI 3.8 -1.8 -2.3 -4.1 (Jul)

Indonesia
  Real GDP 5.0 4.7 4.7
  Current Acc. Bal. (US$B, ar) -27.5 -4.1 -4.5
  Merch. Trade Bal. (US$B, ar) -0.2 0.8 0.7 1.3 (Jul)
  Industrial Production 4.8 5.1 5.6 5.7 (Jul)
  CPI 6.4 6.5 7.1 7.2 (Aug)

Brazil 2014 15Q1 15Q2 Latest Chile 2014 15Q1 15Q2 Latest
  Real GDP 0.1 -1.6 -2.6   Real GDP 1.9 2.5 1.9
  Current Acc. Bal. (US$B, ar) -104.3 -101.6 -51.3   Current Acc. Bal. (US$B, ar) -5.6 4.9 3.0
  Merch. Trade Bal. (US$B, ar) -4.0 -22.2 31.1 32.3 (Aug)   Merch. Trade Bal. (US$B, ar) 6.7 10.3 11.6 -0.7 (Aug)
  Industrial Production -2.9 -6.0 -6.4 -8.3 (Jul)   Industrial Production 0.4 0.6 0.1 -1.7 (Jul)
  CPI 6.3 7.7 8.5 9.5 (Aug)   CPI 4.4 4.4 4.2 5.0 (Aug)

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) -19.5 -5.1
  Merch. Trade Bal. (US$B, ar) -0.1 -0.3 -0.3 -0.4 (Jul)   Merch. Trade Bal. (US$B, ar) -0.5 -1.4 -0.9 -0.8 (Jun)
  Unemployment Rate (%) 6.0 6.8 6.9 6.4 (Jul)   Industrial Production 1.5 -2.0 -2.0 1.5 (Jun)
  CPI 3.2 3.0 3.3 4.0 (Aug)   CPI 2.9 4.2 4.5 4.7 (Aug)

Latin America 

Economic Statistics 

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

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

Canada 15Q1 15Q2 Sep/04 Sep/11* United States 15Q1 15Q2 Sep/04 Sep/11*
BoC Overnight Rate 0.75 0.75 0.50 0.50   Fed Funds Target Rate 0.25 0.25 0.25 0.25
  3-mo. T-bill 0.55 0.58 0.37 0.38   3-mo. T-bill 0.02 0.01 0.03 0.03
  10-yr Gov’t Bond 1.36 1.68 1.44 1.46   10-yr Gov’t Bond 1.92 2.35 2.12 2.17
  30-yr Gov’t Bond 1.98 2.30 2.20 2.23   30-yr Gov’t Bond 2.54 3.12 2.88 2.93
  Prime 2.85 2.85 2.70 2.70   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 77.6 76.3 76.3 (Jun)   FX Reserves (US$B) 108.2 109.3 108.3 (Jul)

Germany France
  3-mo. Interbank -0.02 -0.04 -0.06 0.00   3-mo. T-bill -0.16 -0.18 -0.20 -0.20
  10-yr Gov’t Bond 0.18 0.76 0.67 0.65   10-yr Gov’t Bond 0.48 1.20 1.01 1.06
  FX Reserves (US$B) 61.2 60.9 59.4 (Jul)   FX Reserves (US$B) 50.5 49.9 45.8 (Jul)

Euro Zone United Kingdom
  Refinancing Rate 0.05 0.05 0.05 0.05   Repo Rate 0.50 0.50 0.50 0.50
  Overnight Rate 0.05 -0.06 -0.13 -0.13   3-mo. T-bill 0.45 0.48 0.48 0.51
  FX Reserves (US$B) 330.9 330.3 320.2 (Jul)   10-yr Gov’t Bond 1.58 2.02 1.83 1.82

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

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 2.25 2.00 2.00 2.00
  3-mo. Libor 0.04 0.04 0.03 0.02   10-yr Gov’t Bond 2.32 3.01 2.63 2.74
  10-yr Gov’t Bond 0.41 0.47 0.36 0.35   FX Reserves (US$B) 53.8 48.7 47.4 (Jul)
  FX Reserves (US$B) 1216.1 1214.1 1215.3 (Jul)

Exchange Rates (end of period)

USDCAD 1.27 1.25 1.33 1.33   ¥/US$ 120.13 122.50 118.99 120.51
CADUSD 0.79 0.80 0.75 0.75   US¢/Australian$ 0.76 0.77 0.69 0.71
GBPUSD 1.482 1.571 1.517 1.542   Chinese Yuan/US$ 6.20 6.20 6.36 6.37
EURUSD 1.073 1.115 1.115 1.133   South Korean Won/US$ 1110 1115 1193 1184
JPYEUR 0.78 0.73 0.75 0.73   Mexican Peso/US$ 15.264 15.739 16.940 16.833
USDCHF 0.97 0.94 0.97 0.97   Brazilian Real/US$ 3.197 3.103 3.843 3.879

Equity Markets (index, end of period) 

  United States (DJIA) 17776 17620 16102 16291   U.K. (FT100) 6773 6521 6043 6132
  United States (S&P500) 2068 2063 1921 1944   Germany (Dax) 11966 10945 10038 10174
  Canada (S&P/TSX) 14902 14553 13478 13443   France (CAC40) 5034 4790 4523 4570
  Mexico (IPC) 43725 45054 42743 42808   Japan (Nikkei) 19207 20236 17792 18264
  Brazil (Bovespa) 51150 53081 46498 46384   Hong Kong (Hang Seng) 24901 26250 20841 21504
  Italy (BCI) 1273 1238 1200 1216   South Korea (Composite) 2041 2074 1886 1941

Commodity Prices (end of period)

  Pulp (US$/tonne) 980 980 980 980   Copper (US$/lb) 2.74 2.60 2.34 2.43
  Newsprint (US$/tonne) 570 540 525 525   Zinc (US$/lb) 0.94 0.90 0.80 0.81
  Lumber (US$/mfbm) 282 300 240 245   Gold (US$/oz) 1187.00 1171.00 1118.25 1101.25
  WTI Oil (US$/bbl) 47.60 59.47 46.05 44.20   Silver (US$/oz) 16.60 15.70 14.69 14.58
  Natural Gas (US$/mmbtu) 2.64 2.83 2.66 2.71   CRB (index) 211.86 227.17 196.70 194.94

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