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BoC & Fed Communications In The Spotlight 

 Please see our full indicator, central bank, auction and event calendars on pp. A3-A7. 
 

Canada — Updated BoC Guidance? 

Only Thursday matters by way of domestic sources of market risk 
next week. That’s when Bank of Canada Governor Stephen Poloz speaks, 
and the provinces of Quebec and Alberta issue budgets.  

Governor Poloz’s speech on Thursday morning will be the Canadian highlight 
of the week partly because of shifting market bets on the Bank of Canada 
outlook but also because little else will be happening over the week. Poloz 
speaks in London at the Canada-UK Chamber of Commerce and his topic will 
only be disclosed by Monday as per the BoC practice of announcing the topic 
three business days before the event. BoC Deputy Timothy Lane will speak 
the day before in Kelowna, BC and his topic should be available by Friday 
afternoon.  

We expect a dovish bias for BoC communications, particularly when 
Poloz speaks. The March BoC statement was just a placeholder to shake markets off the trail of expecting a 
linear path of rate cuts and to ‘buy time’ to evaluate the macro effects of plunging oil and the small rate cut. 
We continue to translate this pause language to mean rate cuts won’t be re-introduced for several meetings 
with Q3 being our best guess on how to time it. The March statement was not a hawkish turn by the central 
bank and we’ll likely get reminded of that again in the April 15th statement and full Monetary Policy Report 
including updated forecasts. A lot can happen over the next month but with oil prices (Brent, WTI and Western 
Canada Select) all tracking beneath the BoC’s forecasts (and our own house call), OIS markets have recently 
raised the odds of rate cuts due to renewed downside risks to BoC forecasts. Part of what had sparked 
concern at the BoC was the deterioration in the central bank’s Financial Conditions Index from last September 
through to early in the new year (chart 1). The central bank had justified a pause in March in part because its 
index had improved between the January 21st and March 4th meetings, but it’s still worse as at mid-March than 
it was before plunging oil prices began to take a toll. The trade-off with stagflationary risks is that an ongoing 
depreciation in the currency is raising import price inflation risks and could limit the ability of the central bank 
to apply more stimulus in a soft economy. 

Watchers of provincial bond spreads will have a keen eye on 
the Alberta and Quebec budgets next week and so I’ve invited 
Scotiabank’s Mary Webb who is tops in her class at this to provide 
commentary which sets the stage for these budgets:   

On March 26, Quebec and Alberta both present Budgets for fiscal 
2015-16 (FY16) critical to their respective futures. Quebec will focus 
on progress to date and next steps towards closing a $7 billion 
Budget gap by FY16. Protests this spring will underline the broad-
based austerity required, a challenge steepened by Quebec's 
ongoing debt reduction effort. Alberta estimates a $7 billion FY16 
revenue shortfall, with recent oil price weakness underlining the 
Province's multi-year challenge. With the public forewarned and 
restraint already under way, a far-reaching plan is anticipated to 
reduce the government's reliance on its current resource receipts. 

Canada auctions two year notes on Wednesday. 
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United States — Inflation Bottoming? 

On top of significant data risk, we’ll also hear what the rest of the FOMC thinks next week with a 
particular slant towards voting FOMC officials. Following the Federal Open Market Committee’s 
statement, Summary of Economic Projections, and Chair Yellen’s press conference this week, much of the 
risk next week stems from what other individual FOMC officials think. At the top of the list could be Vice 
Chair Stanley Fischer’s speech before the Economic Club of New York which will have a roomful of Fed-
watchers in attendance and I’d therefore expect a packed set of messages. Recall that following Chair 
Yellen’s press conference on January 28th, it was Fischer who tightened up the reference to lift-off to be 
focused primarily on either the June or September meetings. Each of Chicago Fed President Charles Evans 
(voting 2015, alternate 2016), Atlanta Fed President President Dennis Lockhart (voting 2015, nonvoting 2016), 
San Francisco Fed President John Williams (voting 2015, nonvoting 2016), Cleveland Fed President Loretta 
Mester (alternate 2015, voting 2016), and St. Louis Federal Reserve President James Bullard (alternate 2015, 
voting 2016) also speak. 

Data risk could lend itself slightly toward earlier than later rate hikes if 
consensus estimates are anywhere close to coming true. We should 
begin to see a bottom forming in CPI inflation figures for February, 
more so in m/m seasonally adjusted terms than year-ago readings 
that are more driven by base effects. It is important to emphasize 
that the Federal Reserve may be more likely to be watching 
month-ago seasonally adjusted trends in inflation for evidence 
of a turnaround than year-ago % changes in headline CPI. As the 
accompanying chart demonstrates, the month-ago reading turned a 
long time ahead of the year-ago reading during the crisis and we 
expect something similar to happen today. I think the markets will do 
likewise in emphasizing the month-ago readings. Q4 GDP growth is 
expected to be revised somewhat higher partly due to new 
information on quarterly services spending, and each of durable 
goods orders, home resales and new home sales are expected to 
hold firm. That said, the prime risk for the latter three readings is that 
transitory factors could surprise to the downside due to February’s 
miserably cold and snowy weather across the eastern half of the 
country and the effects of crippling strikes across ports on the western seaboard. 

The US Treasury auctions 2s, 5s and 7s next week. 

Asia — Japan vs. China 

China and Japan will compete for regional and perhaps global 
market influences next week. In both cases, they will do so on data 
risk with little else driving the region’s markets. 

The two new pieces of information on China’s economy will include 
the private sector version of the purchasing managers’ index for 
the manufacturing sector, and industrial profits. Recall that 
China releases profit figures monthly except at the start of the year 
when figures for January and February are skipped due to volatility 
surrounding the Lunar New Year. The tally gets reported again with 
the March release. As Frances Donald on our team has been 
arguing for some time (here), Chinese equities have borne little 
resemblance to domestic profit measures (which, by the way, are 
tanking — chart 3) and have had more to do with return-seeking 

Derek Holt 416.863.7707 
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away from other asset classes. How long that can continue when Chinese equities are so richly valued is 
uncertain. Another issue, however, is that banks are likely to remain conservative in their lending appetite in 
an environment of shrinking corporate profits which may frustrate the PBOC’s efforts to apply stimulus. 

I’m not sure the Japanese releases will really matter as much to the global market tone now as they have at 
other earlier times in the Abenomics experiment, and that’s due to other currently bigger developments in the 
outlook for the Federal Reserve, ECB, oil markets, etc. At some point the Japanese data flow will matter again 
and I think that could come not with next week’s CPI print but with the April-onward releases. That’s when 
deflation watch will return because the base effects of the 3% sales tax rise in April 2014 shake out of the year
-ago comparisons. Bank of Japan Governor Kuroda’s recent inflation remarks, however, poured cold 
water on some expectations within consensus for additional stimulus later this year, in my opinion. 
Kuroda noted that “we can’t rule out the possibility of it dipping slightly below zero” when referencing inflation 
risks in the near term, but stuck to his view that this would be temporary and he’s therefore looking through 
the coming downsides. He could well be right into next year when the outlook and base effects stemming from 
oil, yen, and last year’s sales tax hike could combine to put upward pressure on inflation. That’s likely to be 
part of a global reflation trade that will also likely emerge in the US and Europe. Japan also releases 
household spending and job market figures next week. 

Myriad other factors of relevance to the local market tone will also sweep through Asia. Bangko Sentral ng 
Pilipinas issues a rate decision on Thursday and has been on hold since a quarter point hike last September. 
CPI inflation has nosedived since then from almost 5% y/y to half that in last month’s reading so the risk may 
be that it joins some of its other regional peers in cutting. Taiwan’s central bank also issues a rate decision 
and has been grappling with greater downsides to inflation readings. Trade figures out of New Zealand, 
Thailand, and the Philippines may capture local market interest. Q4 GDP revisions out of South Korea and the 
RBA’s Financial Stability Review round out the market risks. 

Europe — Greece And Sentimental Ways 

Greek debt negotiations will be ongoing as the leaders of Greece and Germany meet on Monday and Moody’s 
revisits Greece’s debt rating. Otherwise, European markets will probably be dealing with relatively little new 
information next week and will be more influenced by the continued implementation of the ECB’s bond buying 
program and events abroad. Sentiment surveys of manufacturers and the broader business community 
will dominate attention.  They will include purchasing managers’ indices for the manufacturing sector, and 
the German IFO Institute’s (Institut fuer Wirtschaftsforschung) business climate indicator. The latter surveys 
about 7,000 businesses around the mid-point of each month. Because 
of its timing around an improved European market tone timed with 
the implementation of ECB bond buying, it’s possible that there may 
be upsides to this reading. 

Coming months will likely see UK inflation bottoming out but at 
lower rates than in the depths of the global crisis. Like many other 
central banks, the challenge for the Bank of England lies in seeing 
through a temporary aberration. Bloomberg’s consensus, for 
instance, expects a full rebound in headline CPI pressures into next 
year (chart 4) and — similar to the US argument above — month-
ago pressures will soon emerge. 

Retail sales out of Germany, Italy and the UK, industrial orders in 
Italy, and Moody’s review of Greece’s sovereign debt rating will 
gather limited further attention. 

Derek Holt 416.863.7707 
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Federal Reserve Outlook:  Slower Start, Later Upside Pressures 

 We’ve delayed lift off a little, but remain above the FOMC’s projected glide path. 

The Scotiabank Economics and FX Strategist teams have delayed our projected first hike by the 
Federal Reserve to September. I believe our FI Strategists are also in agreement. In so doing, the 
probabilities attached to our June and September calls have been reversed (now 30% and 45% respectively) 
and the highest remaining probabilities are put into meetings later than September instead of into July. While 
a teleconference call could theoretically be sprung if the FOMC really decided to hike off-press conference in, 
say, July, this is viewed as unlikely. What big new information would arise in July versus September or June 
that could lead to a sudden and potentially destabilizing change of guidance at the Fed?   

We still have considerable sympathy for a June call and believe that 
forward looking assessments make it a sensible month in which to 
begin raising rates, but the FOMC just mixed things up a bit by 
setting a high bar for raising rates at that time. It is this sudden shift 
in their ‘reaction function’ signaled via the FOMC’s lowered 
projections for rate increases (summarized here) that has 
motivated numerous forecasters to reassess the point of lift-off 
independent of their own views on when to begin raising rates. 
In a fresh post-FOMC Reuters poll, 17 of 21 primary dealers 
including Scotiabank now expect a first hike in September or later 
and four still think June (see chart). Four are later than September, 
and of those four, two of the primary dealers don’t expect a hike until 
2016H1.  

On balance, while the FOMC is saying they are forward looking, at 
least in part it is the latest recent trend that is motivating much of the 
policy discussion and that poses the risk of an abrupt change later 
this year into early next when the economy will probably be much closer to full employment and 
inflation is starting to take off. In our view, Fed guidance is likely to shift toward being somewhat more 
hawkish with upward revision risk to the dot plot over the rest of the year into next in our view (see Five Key 
Questions For The FOMC), unlikely to materialize by June.  

While the near-term call matters to many in the markets, the material differences of opinion to the 
curve are between June versus 9-12 months later. June versus September is not worth wasting much 
ink on in our view as it’s a tactical traders’ bet, not a strategic call.   

The more important call for the curve remains centered upon end points for this year and next. To that effect, 
we've also lowered the end point for 2015 to a range of 0.5-0.75% from 1% previously. We have left our 
projected end point for 2016 largely unchanged at 2.25% from 2.5% previously. That implies an 
accelerated pace of delayed tightening by pushing proportionately more into next year when hawks like 
Mester, Bullard and George start to dominate the regional voting representation versus the current somewhat 
dovish leanings of the 2015 crop of voting FOMC members. This keeps us above the current median 
projection of FOMC officials — 0.625% by the end of this year and 1.875% by the end of next — because 
we believe they will be under pressure to raise the 'dot plot' later this year into next.  

This forecast revision therefore does not reflect any change in sentiment on our behalf toward the growth and 
inflation outlook or existing financial market imbalances or what a forward-looking FOMC perhaps should be 
doing by this point. It is exclusively due to the FOMC's choice to signal a delayed starting point and projected 
end point this year with the risk that we think that Fed guidance could well be revised higher. 
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Five Key Questions For The FOMC 

Taken at unquestioned face value, the FOMC’s dovish surprise yesterday confirmed the expectations of those 
who think rates should rise by less and later. Maybe that will ultimately prove to be correct. We’re less 
convinced of this and believe that the FOMC will return to raising the ‘dot plot’ projections as the rest 
of the year unfolds into next and turn more hawkish in the process.  

This has already happened before in the very limited history of ‘dot plot’ 
projections (chart 1) as the Fed’s forward guidance has proven itself to 
be somewhat volatile. Indeed, the FOMC consensus spent all of last 
year raising its projections for the fed funds target rate at the end of 
2015 and 2016 after just previously lowering them in late-2013. It’s 
possible that the FOMC is doing it all over again and that the median 
forecast endpoints for this year and next will be upwardly revised over 
coming meetings.  

That’s particularly possible since two of the most hawkish FOMC 
officials — Richard Fisher who retired on March 19th but did not attend 
the meeting, and Charles Plosser who retired on March 1st — were 
replaced in the voting by the Philly Fed’s acting President Blake 
Prichard and the First Vice President at the Dallas Fed. Fisher and 
Plosser were toward the hawkish top of the dot plot for rate hike 
projections and we simply don’t know if the subs voted differently than 
their exiting bosses and thus partly skewed the dot plot sample to the 
downside. If so, it’s not clear whether that could be a temporary 
phenomenon until Patrick Harker takes the reins at the Philly Fed in time for the July meeting and perhaps 
reveals his bias, and when an as-yet unannounced successor to Fisher does likewise sometime in the future.  

In driving toward this conclusion, at least five questions need to be addressed and yet none of them were 
broached yesterday. It’s our duty to ask these questions and not simply roll over in the face of an abrupt shift 
in policy guidance. The subtext is that the bigger risk facing the Fed is not a replay of the premature policy 
tightening in 1937, but rather the risk of having perhaps gone too dovish this month only to take a decidedly 
more hawkish turn later. 

Q1.  Why were transitory factors recently influencing US growth not acknowledged? 

There was zero reference to strikes that crippled ports along the western 
seaboard as an explanation of trade weakness that cut across many 
industries including retailers, nor were weather effects on housing 
starts and retail sales acknowledged, nor auto sector retooling 
challenges such as F150 retooling at two major plants, or refinery 
strikes. A year ago the FOMC looked through 2014Q1 growth softness 
and dismissed it as transitory and significantly due to weather effects 
while it continued tapering. Why is it making no attempt to do 
likewise this time? 

To that effect, it’s especially worth focusing upon the port strikes. 
The impact has been very significant. Chart 2 shows the data on port 
import volumes that was released on Tuesday evening just after the 
end of the first day of the two day FOMC meeting and may have 
indeed gone unnoticed. West Coast port volumes utterly tanked in 
January and February with deep double digit declines. In total, all west 
coast ports combined saw trade volumes down by a whopping 24% 
from December through February. Some of that may be seasonal, but 
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it was far, far larger for the west coast ports and very different from the same two months in prior years. East 
Coast ports were also down but by much less, and so were volumes out of gulf ports. The strike ended on 
February 21 and crews began to be cut in early January such that the strike brought down trade volumes for  
two-thirds of the quarter. March trade volumes will probably skyrocket as the workers return and so will April's. 
Trade could therefore surprise the Fed to the upside into Q2 and lead them to revisit their assumptions. It’s 
difficult at this point to evaluate the net trade impact in volume terms but both export and import volumes are 
likely to rebound smartly. Thus, we think we have serious reason to question the Fed’s apparent assumption 
that softness abroad and the USD are sideswiping the trade account versus putting the emphasis upon large 
and temporary effects of the port strikes that had sweeping effects on multiple sectors including probably 
reducing stocking efforts at retailers and thus putting downside to retail sales. 

Q2.  What is the Fed’s preferred measure of the USD? 

We used to think that what mattered were the nominal and more importantly the real broad dollar index that the 
Fed itself calculates as this was the measure referenced in various studies of the impact of currency movements 
on broad current account balances (like this one) and past speeches by former Chairman Ben Bernanke (like 
this one) but now we’re not so sure. That measure is up by only just over 10% since last July and as such 
should be posing limited concern. Instead, is the Fed now focused upon narrower measures like the DXY or the 
Bloomberg version — both of which have appreciated by about 2-2½ times as much over the same period. If so, 
why is it emphasizing currency measures that grossly underweight (Bloomberg) or ignore (DXY, which is frankly 
largely a euro proxy) pegged exchange rates like the RMB that matter hugely to the US economy?  Why is the 
Fed departing from past emphasis upon a currency measure of competitiveness that is trade weighted against 
all crosses and adjusted for relative rates of inflation?  We need to know the measure of the USD that the 
Federal Reserve currently thinks is most relevant to trade and capital flows or at least to be reminded of that as 
markets may be having the wrong dialogue on currency risks by referencing inappropriate measures. 

Q3.  What is current thinking on the lags and magnitudes of USD effects on growth, inflation? 

USD movements take up to four years to have their full effects on the 
broad current account balance of the US economy (chart 3) and, with 
the trade data we have so far, we’re only about 6-7 months into the 
appreciation. Can the Federal Reserve point to new research that 
suggests that the lagged responses to trade competitiveness have 
become vastly compressed so as to merit the mention of currency risk 
to export growth?   

During the press conference, Chair Yellen also alluded to the strong 
dollar as “holding down import prices and, at least on a transitory 
basis, at this point pushing inflation down”. It is true that import prices 
are suffering — they fell -9.4% y/y in February. Yet, stripping out the 
effects of declining oil prices, import prices are down only -1.8% y/y, 
e.g. the bulk of the decline in this index is generated by falling energy 
prices, not a weaker USD (chart 4). Moreover, prior research from the 
New York Federal Reserve has downplayed the pass-through of USD 
to import prices (and thus inflation) because of the use of the dollar in 
invoicing U.S. trade, the market share concerns of exporters, and 
sizable US distribution costs. This, and other research often quoted by 
the Fed, has suggested that import prices do not move one-to-one with USD. Papers like this one from the Fed 
have tended to argue that exchange rate pass-through into consumer prices has diminished across multiple 
countries over time. Does the Fed now feel that USD pass-through is stronger than it has been historically, and 
does the Fed attribute much of the decline in import prices to the stronger currency?  
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Q4.  Why did the FOMC just apply more stimulus to the US outlook? 

Real rates at the front end will be lower for longer and yet it’s not clear 
that the US outlook has deteriorated in such fashion as to justify this. 
Witness the largely unchanged medium-term inflation projections for 
2016 (1.7-1.9%) and 2017 (1.9-2.0%) versus the downward revisions to 
the median end-point for fed funds projections from 2.5% at the end of 
next year to 1.875% now and thus an implied real rate of essentially 
zero. If the shocks to inflation are transitory and recent growth indicators 
have been distorted by equally transitory factors, it is not clear that the 
medium-term outlook for the US economy required additional stimulus. 

Q5.  What is the FOMC’s view on global growth going 
forward? 

We think growth and inflation will pick up later in the year including in 
the Eurozone where euro depreciation, lower oil prices, and lower bond 
yields should all prove stimulative. What does the FOMC think?  A 
central bank like the Bank of Canada regularly shares its projections for 
major regions of the world economy but the Fed does not. In the 
absence of this, it is difficult to tell if the Federal Reserve believes it has 
cause to go against the line of reasoning that is in favour of improved global growth in future. Apart from 
flagging international risks, the more transparent way of evaluating what the FOMC thinks of those risks is to 
start publishing world growth forecasts. 
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U.S. Labor Gains More Sustainable Than They May Appear 

 With U.S. job gains running in the 90th percentile of observed outcomes since 1980 and 
GDP growth in the 45th, we ask: What gives? 

Is the economy running at a level consistent with non-farm payrolls gains in the top 10% of observations over 
the past 35 years — and at the high end of what is ‘normal’ for nonfarm payrolls (see chart 1)? While recent 
year-on-year GDP numbers may not be exactly consistent with the kind of nonfarm payrolls gains that the 
U.S. is booking, the gains could continue for three reasons: 1) payrolls have grown at similar rates (or faster) 
with similar (or slower) levels of GDP growth, 2) GDP growth is likely to pick up, and to some extent, the low 
year-on-year GDP numbers are an optical function of low GDP in Q1 2014 which will reverse in the quarters 
ahead, and 3) the labor gains are being driven to a good extent by an unconventional recovery from an 
unconventional crisis. Ultimately we think that job gains might cool moderately but still remain solid in 2015.  

Okun’s Law Has Been Broken Before — Deviation Not Unprecedented 

The so-called ‘Okun’s Law’ rule that looks at GDP and employment implies that jobs are running nearly a 
standard deviation beyond what the relationship between year-on-year changes in GDP and annual changes 
in nonfarm payrolls would imply. However, the job gains are still within the range of outcomes that have been 
seen at comparable levels of growth in the past (i.e., there are plenty of other similar outliers — see chart 2).  

Growth Numbers Likely to Pick Up 

Moreover, the year-on-year GDP math should show a pick-up in growth 
in Q1 2015 as the positive base effects from a soft Q1 2014 kick in (i.e., 
the year-on-year GDP change number is not accounting for the very 
positive economic momentum which began mid-2014). For instance, if 
GDP grows at an anemic rate of 1% q/q annualized in Q1 and Q2 — not 
our forecast — year-on-year GDP will still rise quite markedly from 2.4% 
y/y in in Q4 2014 to 3.2% y/y in Q1. A better but still soft 2% pace of 
growth in Q1 and Q2 would respectively result in year-on-year growth 
rates of 3.4% y/y and 2.8% y/y. The point here is that the economy picked 
up substantial momentum in Q2 and Q3 of 2014, the lagged effects of 
which are still showing up in the jobs numbers but are yet to be reflected 
in year-on-year GDP growth due to a soft Q1 2014. If the economy grows 
at the rates that we expect, logging quarterly gains of 2% q/q SAAR in Q1 
and 3% in Q2 2015, then the annual GDP numbers will exceed 3% in both 
Q1 and Q2, entirely consistent with the kind of job gains that the economy 
has registered.  

Unconventional Crisis, Unconventional Recovery 

Finally, there are also unconventional ways in which distance from the 
crisis may be contributing to labor gains, explaining why labor gains are 
outpacing growth somewhat. As the National Bureau for Economics 
Research paper “The Impact of Unemployment Benefit Extensions on 
Employment: The 2014 Employment Miracle?” (link) argued, the expiry of 
extended unemployment benefits in December 2013, which can be viewed 
as an unwinding of a major crisis-period headwind on the labor market, 
probably encouraged a substantial increase in jobs as well — more than 
1.5 million jobs in 2014 according to the paper’s hypothesis. The point is 
that the labor market recovery of 2014-15 may partially be a structural 
response to the lifting of a structural impediment to job growth during the 
years following the crisis — which would point to the potential for ongoing 
normalization of the labor market now that crisis policies have been lifted.  

Dov Zigler 212.225.6631  
dov.zigler@scotiabank.com   
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Gradual Fed Rate Hikes Are Unlikely To Repeat The Policy Mistake Of 1937 

 Today’s starting point on stimulus is far greater and different in nature than back then. 

As the Federal Reserve contemplates tighter monetary policy, are 
stocks at risk of crumbling like they did in the 1930s?  Recall that 
the Fed’s premature tightening in 1937 contributed to a nearly 50% 
drop in the Dow Jones Industrials index from March 1937 to about 
one year later and it took until the end of WWII for stocks to regain 
their losses. Clearly there were many other factors to consider 
back then, but there are several reasons to doubt the same 
outcome today. 

First, today’s monetary policy stimulus is completely 
unprecedented. Witness chart 1 that compares the nominal dollar 
value of the US monetary base — one definition of the money 
supply with a very long history that reflects the size of the Federal 
Reserve’s balance sheet — to nominal US GDP since 1929. 
Money supply is considerably larger now than it was in the 1930s 
and this reflects three rounds of quantitative easing policies. 

Second, FOMC officials are not entertaining policies that would 
abruptly reverse unconventional stimulus. Asset sales are unlikely 
in our view versus gradually allowing Fed balance sheet run-off of 
maturing Treasuries next year and prepayments on MBS products 
perhaps later this year. The net effects will be an elevated Federal 
Reserve balance sheet relative to the size of the economy for 
years to come independent of movements in the fed funds target 
rate. 

Third, there is a tenuous connection between the money supply and 
stock markets to begin with. Chart 2 shows two measures of the 
money supply — the Fed’s balance sheet which is a narrow definition, 
and M4-Divisia which is a very broad measure — and the S&P500 
index. I have seen versions of this chart that begin in 2008 and show 
a tight connection. That version worries me as a potential example of 
biased sample selection. A fuller history of the relationship shows little 
obvious connection.  

By far the better 
connection is with the 
earnings cycle (chart 3). 
That indeed could be at 
risk, but we’re hopeful that 
an improving global 
economy will lift top-line 
revenues and take over 
from operating leverage as 
a driver of the earnings 
cycle. Chart 4 illustrates 
that stocks don’t always 
fall during Fed hiking 
cycles. 

Derek Holt 416.863.7707 
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Recent Currency Shifts Are Positive For Canadian Tourism 

 But more work is needed to support growing demand. 

The number of overnight trips to Canada grew 3.2% to more than 17 
million in 2014, the highest since 2008, and the third consecutive 
annual increase (chart 1). Overseas tourists accounted for over 5 
million visits, a 9% jump from the previous year, while overnight trips 
from the U.S. were flat. Tourism receipts are up 2.4% through the first 
three quarters of 2014, despite a decline in same day U.S. visits to 
the lowest level on record (chart 2). Americans only made 8 million 
day-trips to Canada last year, down from nearly 30 million at the 
beginning of last decade. However, the trend has started to reverse, 
with traffic heading north up nearly 5% y/y in December – the largest 
monthly gain since 2011 – owing to the recent plunge in the Canadian 
dollar and lower prices at the pump. International receipts account for 
about a quarter of the $80bn travel and tourism industry, or 1% of 
overall economic activity. The current devaluation of the loonie, 
combined with an improving U.S. economy and job market will likely 
provide a boost to Canadian tourism this year.   

In an attempt to improve the flow of people and goods across the 
border, Canada and the United States announced a long-planned 
agreement to allow pre-screened passenger vehicles, trucks, trains 
and ships to move more freely across the border. The system is 
already in use across several major airports in both nations. The 
timing of when, or if, the agreement will be implemented is uncertain, 
as it has to pass through both the Canadian Parliament and the U.S. 
Congress; a similar deal was planned in 2011, but was eventually 
abandoned.  

The new agreement would allow bus and train passengers to clear 
customs away from the border, either on the vehicle, or in remote 
customs zones at bus stations or train terminals. Personal vehicles 
account for around 90% of cross-border traffic, yet no specific 
provisions have been announced on how this congestion will be 
eased. It is likely each border crossing will hold their own negotiations 
(between municipalities from each country and transportation 
operators) given the differences in traffic and local concerns between 
different border points. There will be pressure on Canadian authorities 
to implement improvements at the busiest crossings into Ontario 
ahead of the summer tourist season, especially since the 2015 Pan 
American Games are being held in Toronto.  

Canadian trips to the U.S. dipped to their lowest level in three years in 
2014, with drops in both same day and overnight visits (chart 3). With 
the U.S. dollar at its highest level in over a decade and Canadian 
economic activity moderating, there is unlikely to be a major increase 
in southbound tourism in 2015. Even with a flat projection, Canada 
will remain the largest tourist market for the U.S. (currently a 32% 
share with Mexico second at 23%), for the foreseeable future. Fewer 
Canadian shoppers crossing the border also bodes well for Canadian 
retailers this year, which are otherwise expected to face fairly 
cautious consumers. 

Neil Tisdall 416.866.6252 
neil.tisdall@scotiabank.com 
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The Challenges Behind Raising Japanese Wages 

 Some companies have said they are ready to increase wages, but will it be enough? 

Japan’s annual spring shunto union negotiations have begun and markets are closely watching for any sign that 
meaningful wage growth, a critical pillar of Abenomics, finally materializes as a result. Some headlines would 
suggest that Premier Abe’s aggressive lobbying will pay off: this week, several large auto and electronic 
companies announced they will raise base wages by more than last year and other data showed corporate 
cash/deposits up 4.3% y/y in December, with levels near all-time highs, suggesting there’s cash to go around. 
Yet, these headlines mask the underlying challenges in (i) broadly advancing pay and (ii) boosting spending. 

The majority of Japanese workers don’t benefit from full-time, large 
company wage announcements. For one, only 18% of current workers are 
unionized, leaving the vast majority out of the shunto process. Second, 
thanks to major labour market rigidities that deter the hiring of full-time 
workers, non-regular (e.g. part-time and temp) workers now make up 40% of 
the work force, and continue to expand. These workers make 40% less / hour 
and see much slower wage growth, thus pushing down aggregate wages. 
Third, small and medium sized companies (SMEs) employ almost 70% of 
workers and are less likely to have the will or the way to boost pay vs. 
headline-grabbing multinationals: December survey data from Japan’s 
Chamber of Commerce found that only 34% of SMEs intended to raise base 
pay vs. 40% last year. Fourth, even within large companies, wage gains are 
not typically distributed evenly thanks to Japan’s seniority-based pay system. 
While Abe is attempting to discourage seniority-based wage gains (and some 
companies have made baby steps), the entrenched system implies uneven 
gains biased to older workers less likely to spend. For example, Toyota has 
said it will raise base pay by an average 1.1%, but “seniority gains” would result in as much as a 3.2% boost to some 
workers. Over time, as higher-paid, older workers increasingly drop out of the labour force, aggregate wages are likely 
to contract if they are not materially increased for younger workers. To generate sustained wage gains that permeate 
the economy, structural (labour) reforms, not a successful shunto session, are needed. 

To change the “public’s deflationary mindset”, base wages, not 
bonuses, need to sustainably increase. Yet, an early-March Nikkei/
Reuters poll found that 39% of firms are planning no base pay raise at all 
this year, while 39% of firms are planning base pay increases of under 
1%. Only 19% of firms plan an increase between 1% and 2%. Yes, 
bonuses provide a one-off wealth gain, but permanent base wage 
increases are essential to generating longer-run spending and income 
expectations. Japanese companies, however, prefer to distribute gains 
via one-off bonuses which can be easily adjusted over the business cycle 
(chart 1). Total wage data, which includes bonuses, masks that base pay 
has risen much more slowly than bonus pay, reflecting ongoing weak 
business confidence in the economy.  While nominal wages are trending 
higher, they are so far too muted to be generating real wage gains and 
will probably continue to struggle (chart 2). We will likely see some 
improvements to real wage data in the coming months as lower energy 
prices and the shaking-out of the April ‘14 consumption tax hike materially 
drop headline inflation, but consumers are still paying 3% more for 
consumer goods, with another consumption tax hike on the horizon. Plus, 
if the BoJ continues to pursue a much-publicized 2% inflation target, base wages will need to grow by more than 
2% on a continuing basis in order to generate real wage gain expectations and resulting spending. Moreover, if 
the yen weakens further in pursuit of inflation, food and energy prices, which are imported and collectively make 
up 25% of the consumer basket, will rise, further hamper real wages and require more nominal wage growth.   
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France’s Economic Outlook Improves 

 Pent-up demand to push growth higher this year, while economic reforms bode well for 
longer-term growth if implemented.    

Incoming economic data suggest that growth momentum in France is 
starting to improve after years of stagnation. Robust service sector 
activity has lifted France’s composite PMI to a three-year high, while 
rising consumer confidence and deflationary tailwinds are lending 
support to household spending. The depreciation of the EUR also 
bodes well for exports; however, the boost could be limited by the 
country’s loss of competiveness and waning global market share. While 
reforms have been introduced to lower corporate taxes and loosen 
labor market rigidities, more needs to be done to tackle structural 
challenges. In this context, manufacturing activity should remain weak 
this year, while lackluster corporate profitability and economic 
uncertainty will continue to drag on business investment. High 
unemployment (10.5%) and a record number of jobseekers will also 
impair the French consumer at a time when fiscal consolidation efforts 
dampen government spending — the main source of growth in recent 
years. Real GDP growth is forecast at 1.0% in 2015 and 1.4% in 2016 
from 0.4% in 2014. 

Inflation dynamics remain highly concerning and have been 
exacerbated by the drop in global oil prices. In the current cycle, 
French inflation likely reached a trough at -0.4% y/y in January, with 
the decline easing to -0.3% in February as the lower euro and weather 
conditions helped underpin a rebound in energy and food prices. This, 
combined with highly accommodative monetary policy, will gradually 
ease deflationary pressures over the coming months before the 
headline print edges up to a year-end rate of 0.5% y/y in 2015 and 
1.1% in 2016. The European Central Bank's (ECB) quantitative easing 
(QE) program of €60bn in monthly purchases will run through 
September 2016 or longer, depending on if a “sustainable rise of 
inflation towards price stability” is achieved. French and euro zone 
inflation are forecast to be in line with the ECB’s target of close to, but 
below, 2% inflation by 2017, which leads us to believe that the 
program will be terminated on schedule next September. We do not 
expect the ECB to increase interest rates before 2017.  

After approving two prior extensions, the European commission has 
granted the French government further leeway to slow the pace of fiscal 
consolidation. France now has until 2017 (two more years) to bring its 
budget deficit below the EU-wide target of 3% of GDP. However, in 
exchange for leniency, EU authorities have for the first time demanded 
that France adopt greater budgetary cuts over the next three years and 
present an economic reform plan to ensure longer-term compliance with 
EU rules. The French government is on track to narrow its cyclically-
adjusted fiscal shortfall by 0.3% of GDP in 2015, but will have to 
produce extra savings worth 0.2 percentage points to meet the EU 
mandated structural deficit reduction of 0.5%. This is in addition to the 
government’s already proposed cumulative spending cut of €50bn in 
2015-17, which will be used to finance tax cuts and reduce employers’ 
social security contributions. In this context, the fiscal deficit is forecast 
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to fall from 4.2% of GDP in 2014 to 4.0% in 2015 and down to 2.7% in 2017 — the latter likely not ideal as it 
coincides with the next presidential election. France’s slower pace of fiscal consolidation will drive gross 
government debt-to-GDP higher to 98% in 2016, contrasting the improvement expected on average in the euro 
zone to 94%.  

In addition to fiscal retrenchment, France’s economy minister, Emmanuel Macron, has also vowed to 
implement further economic reforms in line with President François Hollande’s liberalizing agenda. After 
pushing a package of business-friendly laws (relaxing shop hours on Sundays and liberalizing various 
professions) through parliament without a vote in February, the government has said it is ready to override 
parliament again if policymakers impede much needed reforms. Further measures are expected to be added 
to the current reform bill, known as the Macron law, which include looser rules on worker representation in 
companies with over 50 employees, as well as giving companies more flexibility to alter working hours and 
salaries to reflect underlying economic conditions. Tougher negotiations with labour unions will follow in an 
attempt to reform France’s generous pension and unemployment benefit system.  

French social security, pension and unemployment entitlements are among the highest in the OECD, which 
put domestic firms at a competitive disadvantage. Proposed reforms under the Macron law will go a long way 
in improving productivity and bringing down France’s unit labour costs, which will also benefit from the lower 
euro. If successfully implemented, business investment and exports stand to prosper after years of weakness, 
leading to a more balanced economic recovery in the years ahead. The OECD expects these reforms will 
boost French potential GDP growth by around +0.3%/+0.4% per year in the next 5-10 years. However, the 
push for change will no doubt be contentious.         
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UK Budget 

Subtle but Effective 

Budget 2015 released on March 18th was a decent springboard for the Coalition Government into the General 
Election, without having to rely on any huge unexpected giveaways. There were some carefully crafted 
sweeteners — not least the latest incentive for savers, first time home buyers and drinkers. The annual 
burden of having to fill in a tax return has been scrapped and income tax thresholds were raised. There was 
no one extreme sledgehammer giveaway; rather a scattering of goodwill that should appeal to large swathes 
of the population. The only glaring omission compared with prior leaks and speculation was the absence of an 
increase in the inheritance tax allowance. Most likely, that will be a key promise in the Conservative Party’s 
election manifesto. 

Economic Projections 

As expected, the OBR revised up the 
growth projection for 2015 and 2016. 
More importantly for the public finances 
arithmetic, the OBR revised down its 
inflation projection given the sharp fall in 
the price of oil since the Autumn 
Statement. The OBR slashed its RPI 
projection for 2015 by over a full 
percentage point to just 1.0% y/y on 
average for 2015. With almost £400bn of 
inflation-linked gilts outstanding, that adds up to a near GBP4bn reduction in interest on inflation-linked debt.  

Updated Borrowing Projections 

The Public Sector Net Borrowing estimate for the current fiscal year was revised down by around GBP1bn to 
GBP90.2bn. The reduction to future years’ borrowing estimates was roughly the same per year, with a 
cumulative reduction of GBP5bn over the next 4 years. That is a little less than we had assumed. 

Government Cashflows in a Nutshell 

 The projection for government expenditure was pushed down by around GBP10bn per year for 
the next 4 years. A key factor behind this revision, at least in the near term, is the reduced 
burden from inflation-linked debt interest.  

 The projection for government receipts was also revised down, but by only GBP5bn per year.  

 The combination of these two developments means that the budget deficit is projected to be 
around GBP5bn per year smaller than previously assumed.  

 The Chancellor has used this to facilitate slightly higher investment, of around GBP3bn per 
year… 

  Alan Clarke 44.207.826.5986 
alan.clarke@scotiabank.com  
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 …which leaves its flagship Public Sector Net Borrowing (PSNB) metric projection GBP1-2bn per 
year lower than projected in the Autumn Statement. 

 The biggest difference comes in the final year of the projections, 2019-20. During that year, 
expenditure was revised up drastically — up by GBP13bn compared to a downward revision of 
GBP10bn per year over the prior 4 years. 

 The result is now a net borrowing profile that narrows gradually (from 5% of GDP currently) and 
eventually turns into a small surplus (GBP7bn / 0.3% of GDP) at the end of the profile… 

 …rather than the previous profile which narrowed the deficit gradually before showing a much 
larger surplus at the end (around GBP23bn / 1% of GDP). 

 The less aggressive profile for austerity has narrowed the divisions between the opposition 
Labour party’s plans to close the deficit over the next parliament and the Coalition government’s 
previous plans to run a reasonable surplus. 

Key Discretionary Measures 

The most substantial discretionary policy measures were: 

 A further increase in the personal income tax allowance from next year; rising to GBP10.6k from 
this April, to GBP10.8k from April 2016 and GBP11k in April 2017 (appeals to low income 
employees); 

 A rise in the threshold above which the higher rate of income tax is levied to GBP43.3k by 2017-
18 (to appeal to the squeezed middle); 

 Abolishing the annual tax return, replacing it with digital tax accounts (should appeal to everyone 
except Chartered Accountants); 

 No tax on the first GBP1k of interest on savings; 

 Making ISAs (Individual Savings Accounts) more flexible, so that investors can remove their 
savings in a given year and pay back in without losing that tax-free benefit; 

 Lower alcohol duties (down 1p/pint on beer and 2% reduction in duty on cider and whisky); 

 Reducing the toll on the River Severn crossing; 

 A diverted profit tax of 25%. 

There were no sledgehammer gimmicks such as an income tax or VAT cut — just an across the board 
cocktail of measures that should help support the Coalition’s rankings in the opinion polls. 

Macroeconomic implications 

The average pace of narrowing in the structural deficit is mildly slower, at an average of 0.75% per year. 
However, the fiscal tightening is not evenly distributed. There was virtually no tightening in fiscal 2014-15, a 
token 0.4% of tightening in 2015-16, then a monstrous 1.8% of GDP in 2016-17! Given that is the year when 
the BoE is expected to begin hiking Bank Rate, that is likely to be a significant dampener of GDP growth. The 
shape of the profile hasn’t changed since the last update. Nonetheless, something has to give. Either the BoE 
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will struggle to raise Bank Rate, austerity won’t be as severe as currently projected, or economic growth will 
disappoint. 

The implications for inflation from this Budget are minimal. The small reductions in alcohol duties are the latest 
in a series of reductions announced at previous Budgets, so make very little difference to our profile. 

Conclusion 

This was very much a pre-Election Budget, but it was a subtle pre-Election Budget. The biggest single 
discretionary measure was the increase in the threshold above which income tax is levied (a cost of GBP1-
1.5bn per year). An income tax cut or a VAT cut would have cost many times that amount. To have gone for a 
giveaway Budget would have threatened to undermine the Chancellor’s record of prudence and shrinking the 
deficit.  

The incentives to savers, first time buyers, oil producers… meant that this should help to propel the coalition 
government into the election on a positive footing. We suspect it will work and this may well not be the last 
Budget Statement that we hear from George Osborne.  
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Key Data Preview  

UNITED STATES 

U.S. inflation could rise by 0.3% m/m in February — or more — 
mainly on the combination of rising gasoline prices and what we 
expect will be still-robust services costs. A +0.3% m/m print would 
result in a flat year-on-year inflation number. Gasoline prices were 
higher by roughly 7% m/m on average, a climb which speaks for 
itself. In terms of services prices, we’re looking for firmness in 
owners equivalent rent to support inflation, and maintain services 
prices at a roughly 2.5% y/y clip mainly as a result of already-logged 
increases in housing prices — which tend to correlate well with CPI 
(see chart). Skeptics of our call for rising services costs on the month 
would point to a drop in services PPI in February, and in particular a 
drop in personal consumption goods less energy of -0.5% m/m. 
However, overall finished services excluding ‘distributive 
services’ (i.e. trucking) were up by 0.1% m/m, and so despite input 
cost changes reflected in consumer goods input costs, we expect 
that the services side of the ledger should remain solid.  

We’re expecting U.S. GDP for Q4 2014 to be moderately marked up 
mainly on strength in the Quarterly Survey of Services, which 
pointed to solid spending increases in services over and above the 
numbers embedded in the initial estimate of GDP (i.e. growth of 
roughly 5.5% y/y vs. an initial estimate of +4.4% y/y nominal 
spending in Q4 2014 — note that the year-on-year numbers need to 
be compared as not all services data are seasonally adjusted). The 
net leaves us expecting a roughly 2.5% y/y GDP print with some 
upside potential depending on how the Census Bureau elects to 
deflate the services spending growth.  

We’re looking for durable goods orders to rise by +0.6% m/m in 
February on higher orders of new aircraft at Boeing (72 in February 
vs. 5 in January) but there are counteracting factors including soft 
manufacturing sentiment surveys in February (drops in regional Fed 
surveys and the ISM). New orders sentiment data embedded in 
those surveys pointed to softness too.  

We’re anticipating a drop in home sales in February, despite some 
fairly encouraging developments with respect to leading indicators. 
The good news is that mortgage purchase applications, pending 
home sales, and foot traffic of buyers through model homes all 
increased in January, pointing to strength in February purchases. 
The bad news is that unseasonable weather in February stifled 
home construction and retail sales, and it stands to reason that it 
probably weighed on both new and secondary market home 
purchases as well. Another cause for some modest concern is that 
these positive leading indicator readings for January seem to have 
gone in the wrong direction in Feb. — but again, this may have 
been a function of the weather. We’re looking for existing home 
sales to come in at 4.8m annualized in February before hopefully 
rebounding in March, and new home sales to come in at 470k 
annualized.  
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EUROPE 

Euro zone preliminary Purchasing Managers’ Indices (PMIs) 
will be released on March 24th. The euro zone manufacturing 
PMI is forecast to rise to 52.0 in March after holding steady at 
51.0 in February as weakness in France offset the 
improvement witnessed in Germany and Italy. The French 
manufacturing PMI is expected to play catch up this month, 
with business sentiment likely bolstered by the lower euro. In 
the meantime, rising consumer confidence offers underlying 
support for the PMI service index, which will likely stabilize 
around the 53.5-54.0 range.  

LATIN AMERICA 

Brazil will release GDP results from the fourth quarter of 2014 
on March 27th. We expect the final three months of 2014 to 
reflect the general economic malaise experienced over the 
preceding quarters, with real GDP contracting by 0.6% y/y. 
High interest rates aimed at combatting rampant inflation and 
an ongoing drought are serving to further constrain already 
weak growth prospects in Brazil. The new executive economic 
team is expected to tackle many of the issues facing the 
nation, but growth is unlikely to accelerate materially before 
the end of 2015. 

ASIA 

Japan will release inflation data on March 26th (EST); the 
nationwide consumer price index will cover the month of 
February while the Tokyo index is for March. We estimate that 
national headline inflation was 2.2% y/y in February, down 
from 2.4% the month before; similarly, price pressures in 
Tokyo likely continued to tick lower in March, to 2.1% y/y from 
2.2% in February. Japan’s headline inflation will likely remain 
elevated until the April 2014 consumption tax rate hike falls out 
of the index. The Bank of Japan (BoJ) closely monitors core 
inflation that excludes fresh food and the impact of the tax 
increase; the central bank estimates that currently core 
inflation is hovering around 0.5% y/y, falling significantly short 
of the BoJ’s 2% target. Indeed, we assess that the 
achievement of the target remains at risk for an extended 
period of time given low global energy prices and the 
Japanese economy’s lacklustre performance.  
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Key Indicators for the week of March 23 – 27 

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

North America 

Europe 

A3 

Country Date Time Indicator Period BNS Consensus Latest
US 03/23 10:00 Existing Home Sales (mn a.r.) Feb 4.80 4.92 4.82
US 03/23 10:00 Existing Home Sales (m/m) Feb -- 2.1 -4.9

US 03/24 08:30 CPI (m/m) Feb 0.3 0.2 -0.7
US 03/24 08:30 CPI (y/y) Feb 0.0 -0.1 -0.1
US 03/24 08:30 CPI (index) Feb -- 234.7 233.7
US 03/24 08:30 CPI ex. Food & Energy (m/m) Feb 0.1 0.1 0.2
US 03/24 08:30 CPI ex. Food & Energy (y/y) Feb 1.6 1.7 1.6
MX 03/24 10:00 Bi-Weekly Core CPI (% change) Mar 15 -- 0.2 0.1
MX 03/24 10:00 Bi-Weekly CPI (% change) Mar 15 -- 0.2 0.1
US 03/24 10:00 New Home Sales (000s a.r.) Feb 470 470 481
US 03/24 10:00 Richmond Fed Manufacturing Index Mar -- 3.0 0.0

US 03/25 07:00 MBA Mortgage Applications (w/w) MAR 20 -- -- -3.9
US 03/25 08:30 Durable Goods Orders (m/m) Feb 0.6 0.2 2.8
US 03/25 08:30 Durable Goods Orders ex. Trans. (m/m) Feb 0.4 0.3 0.0
MX 03/25 10:00 Global Economic Indicator IGAE (y/y) Jan -- 1.8 3.2

US 03/26 08:30 Initial Jobless Claims (000s) MAR 21 290 290 291
US 03/26 08:30 Continuing Claims (000s) MAR 14 2400 2390 2417
MX 03/26 15:00 Overnight Rate (%) Mar 26 3.00 3.00 3.00

US 03/27 08:30 GDP (q/q a.r.) 4Q T 2.5 2.4 2.2
US 03/27 08:30 GDP Deflator (q/q a.r.) 4Q T -- 0.1 0.1
MX 03/27 10:00 Trade Balance (US$ mn) Feb -- 310.0 -3247.5
MX 03/27 10:00 Unemployment Rate (%) Feb -- 4.4 4.5
US 03/27 10:00 U. of Michigan Consumer Sentiment Mar F 91.8 92.0 91.2

Country Date Time Indicator Period BNS Consensus Latest
EC 03/23 11:00 Consumer Confidence Mar A -6.0 -6.0 -6.7

FR 03/24 04:00 Manufacturing PMI Mar P -- 48.5 47.6
FR 03/24 04:00 Services PMI Mar P -- 52.8 53.4
GE 03/24 04:30 Manufacturing PMI Mar P -- 51.5 51.1
GE 03/24 04:30 Services PMI Mar P -- 55.0 54.7
EC 03/24 05:00 Composite PMI Mar P -- 53.6 53.3
EC 03/24 05:00 Manufacturing PMI Mar P 52.0 51.5 51.0
EC 03/24 05:00 Services PMI Mar P 53.5 53.9 53.7
UK 03/24 05:30 CPI (m/m) Feb -- 0.3 -0.9
UK 03/24 05:30 CPI (y/y) Feb -- 0.1 0.3
UK 03/24 05:30 DCLG House Prices (y/y) Jan -- 8.6 9.8
UK 03/24 05:30 PPI Input (m/m) Feb -- 1.6 -3.7
UK 03/24 05:30 PPI Output (m/m) Feb -- 0.0 -0.5
UK 03/24 05:30 RPI (m/m) Feb -- 0.4 -0.8
UK 03/24 05:30 RPI (y/y) Feb -- 0.9 1.1

GE 03/25 05:00 IFO Business Climate Survey Mar 107.2 107.3 106.8
GE 03/25 05:00 IFO Current Assessment Survey Mar 112.0 112.0 111.3
GE 03/25 05:00 IFO Expectations Survey Mar 103.0 103.0 102.5
FR 03/25 13:00 Total Jobseekers (000s) Feb 3496.0 3490.3 3481.6
FR 03/25 13:00 Jobseekers Net Change (000s) Feb 15.0 9.0 -19.1

GE 03/26 03:00 GfK Consumer Confidence Survey Apr 9.7 9.8 9.7
FR 03/26 03:45 GDP (q/q) 4Q F 0.1 0.1 0.1
UK 03/26 05:30 Retail Sales ex. Auto Fuel (m/m) Feb -- 0.3 -0.7
UK 03/26 05:30 Retail Sales with Auto Fuel (m/m) Feb -- 0.4 -0.3
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Key Indicators for the week of March 23 – 27 

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

A4 

Asia Pacific 

Latin America 

Country Date Time Indicator Period BNS Consensus Latest
BZ 03/25 09:30 Current Account (US$ mn) Feb -- -8300.0 -10653.7

BZ 03/26 08:00 Unemployment Rate (%) Feb -- 5.6 5.3

BZ 03/27 08:00 GDP (IBGE) (y/y) 4Q -0.6 -0.7 -0.2

Country Date Time Indicator Period BNS Consensus Latest
TA 03/22 20:30 Unemployment Rate (%) Feb 3.8 3.8 3.8

SI 03/23 01:00 CPI (y/y) Feb -0.4 -0.2 -0.4
JN 03/23 02:00 Supermarket Sales (y/y) Feb -- -- -1.7
TA 03/23 04:00 Commercial Sales (y/y) Feb -- 0.6 -0.6
TA 03/23 04:00 Industrial Production (y/y) Feb -- 1.3 8.1
HK 03/23 04:30 BoP Current Account (HK$ bns) 4Q -- -- 40.2
AU 03/23 19:00 Conference Board Leading Index (%) Jan -- -- 0.4
JN 03/23 21:35 Markit/JMMA Manufacturing PMI Mar P -- 52.0 51.6
CH 03/23 21:45 HSBC Flash China Manufacturing PMI Mar P 50.5 50.4 50.7
CH 03/23 21:45 HSBC Manufacturing PMI Mar P 50.5 50.4 50.7
SK 03/23 Department Store Sales (y/y) Feb -- -- -11.0

NZ 03/24 17:45 Trade Balance (NZD mn) Feb -- 350.0 56.0
NZ 03/24 17:45 Exports (NZD bn) Feb -- 4.1 3.7
NZ 03/24 17:45 Imports (NZD bn) Feb -- 3.7 3.6
SK 03/24 19:00 GDP (y/y) 4Q F 2.8 -- 2.7
PH 03/24 21:00 Imports (y/y) Jan -- -12.8 -10.6
PH 03/24 21:00 Trade Balance (US$ mn) Jan -- -910.0 -68.0
VN 03/24 CPI (y/y) Mar -- 0.6 0.3

SK 03/25 17:00 Consumer Confidence Index Mar -- -- 103.0
VN 03/25 Exports (y/y) Mar -- -- 8.6
VN 03/25 Imports (y/y) Mar -- -- 16.3
VN 03/25 Industrial Production (y/y) Mar -- -- 7.0
VN 03/25 Real GDP YTD (y/y) 1Q -- 5.4 6.0

TH 03/26 00:00 Customs Exports (y/y) Feb -- -3.1 -3.5
TH 03/26 00:00 Customs Imports (y/y) Feb -- -0.2 -13.3
TH 03/26 00:00 Customs Trade Balance (US$ mn) Feb -- 1500.0 -456.5
SI 03/26 01:00 Industrial Production (y/y) Feb -- -2.1 0.9
PH 03/26 04:00 Overnight Borrowing Rate (%) Mar 26 4.00 4.00 4.00
HK 03/26 04:30 Exports (y/y) Feb -- 4.8 2.8
HK 03/26 04:30 Imports (y/y) Feb -- 6.0 7.9
HK 03/26 04:30 Trade Balance (HKD bn) Feb -- -54.6 -37.0
JN 03/26 19:30 Household Spending (y/y) Feb -- -3.2 -5.1
JN 03/26 19:30 Jobless Rate (%) Feb 3.5 3.5 3.6
JN 03/26 19:30 National CPI (y/y) Feb 2.2 2.3 2.4
JN 03/26 19:30 Tokyo CPI (y/y) Mar 2.1 2.3 2.3
JN 03/26 19:50 Large Retailers' Sales (y/y) Feb -- 0.9 0.0
JN 03/26 19:50 Retail Trade (y/y) Feb -- -1.4 -2.0
CH 03/26 21:30 Industrial Profits YTD (y/y) Feb -- -- -8.0
TA 03/26 Benchmark Interest Rate Mar 31 1.875 1.875 1.875



 

Economics 

Global Views 
  

March 20, 2015 

3 

Global Auctions for the week of March 23 – 27 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A5 

Latin America 

Asia Pacific 

Country Date Time Event
US 03/23 11:30 U.S. to Sell USD24 Bln 3-Month Bills
US 03/23 11:30 U.S. to Sell USD24 Bln 6-Month Bills

CA 03/24 10:30 Canada to Sell CAD3.75 Bln 98-Day Bills
CA 03/24 10:30 Canada to Sell CAD1.5 Bln 168-Day Bills
CA 03/24 10:30 Canada to Sell CAD1.5 Bln 350-Day Bills
US 03/24 11:30 U.S. to Sell 4-Week Bills
US 03/24 13:00 U.S. to Sell USD26 Bln 2-Year Notes
MX 03/24 13:30 1M T-Bill Amount Sold
MX 03/24 13:30 3M T-Bill Amount Sold
MX 03/24 13:30 6M T-Bill Amount Sold

US 03/25 11:30 U.S. to Sell USD13 Bln 2-Year Floating Rate Notes
CA 03/25 12:00 Canada to Sell 2-Year Bonds
US 03/25 13:00 U.S. to Sell USD35 Bln 5-Year Notes

US 03/26 13:00 U.S. to Sell USD29 Bln 7-Year Notes

Country Date Time Event
GE 03/23 06:30 Germany to Sell EUR1.5 Bln Bubills
BE 03/23 07:00 Belgium to Sell 0.8% 2025 Bonds
BE 03/23 07:00 Belgium to Sell 4.25% 2041 Bonds
BE 03/23 07:00 Belgium to Sell 3.75% 2045 Bonds
FR 03/23 09:50 France to Sell Bills

NE 03/24 05:30 Netherlands to Sell 2025 Bonds
EC 03/24 06:10 ECB Main Refinancing Operation Result
SZ 03/24 06:15 Switzerland to Sell 91-Day Bills

SW 03/25 06:03 Sweden to Sell SEK2 Bln 4.25% 2019 Bonds
SW 03/25 06:03 Sweden to Sell SEK2 Bln 3.5% 2022 Bonds
EC 03/25 06:10 ECB Long-Term Refinancing Operation Result
NO 03/25 07:00 Norway to Sell Bonds

IT 03/26 06:00 Italy to Sell I/L Bonds

IT 03/27 06:00 Italy to Sell 183-Day Bills
UK 03/27 07:00 U.K. to Sell 1-Month Bills
UK 03/27 07:00 U.K. to Sell 3-Month Bills
UK 03/27 07:00 U.K. to Sell 6-Month Bills

Country Date Time Event
JN 03/24 04:00 Japan Auction for Enhanced-Liquidity
CH 03/24 23:00 China to sell 3-Year Bonds

JN 03/25 23:35 Japan to Sell 3-Month Bill
JN 03/25 23:45 Japan to Sell 2-Year Bonds

Country Date Time Event
BZ 03/24 11:15 Brazil to Sell I/L Bonds due 5/15/2019 - NTN-B
BZ 03/24 11:15 Brazil to Sell I/L Bonds due 5/15/2023 - NTN-B
BZ 03/24 11:15 Brazil to Sell I/L Bonds due 5/15/2035 - NTN-B
BZ 03/24 11:15 Brazil to Sell I/L Bonds due 5/15/2055 - NTN-B

BZ 03/26 11:15 Brazil to Sell Bills due 04/01/2016 - LTN
BZ 03/26 11:15 Brazil to Sell Bills due 07/01/2017 - LTN
BZ 03/26 11:15 Brazil to Sell Bills due 01/01/2019 - LTN
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Events for the week of March 23 – 27 

Europe 

Source: Bloomberg, Scotiabank Economics. 
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North America 

Country Date Time Event
US 03/23 04:40 Fed's Mester Speaks to Global Interdependence Center in Paris
US 03/23 10:00 Fed's Williams Speaks Via Videoconference on Economic Outlook
US 03/23 12:00 Fed Vice Chair Stanley Fischer Speaks in New York

US 03/24 06:05 Fed's Bullard Speaks on Global Recovery in London

US 03/25 06:30 Fed's Evans Speaks on Economy, Monetary Policy in London
CA 03/25 15:30 Bank of Canada Deputy Lane Gives Presentation in Kelowna

US 03/26 04:35 Fed's Bullard Speaks on U.S. Economy and Policy in Frankfurt
US 03/26 09:00 Fed's Lockhart Speaks on Economy, Monetary Policy in Detroit
CA 03/26 09:30 Governor Stephen S. Poloz to Speak in London
MX 03/26 15:00 Overnight Rate
CA 03/26 Quebec Finance Minister to Announce 2015 Budget
CA 03/26 Alberta Finance Minister to Announce 2015 Budget

US 03/27 06:30 Fed Vice Chair Fischer Speaks in Frankfurt
US 03/27 15:45 Fed's Yellen Speaks on Monetary Policy in San Francisco

Country Date Time Event
GE 03/23 10:00 Merkel Delivers Remarks to Labor Leaders From G-7 Nations
EC 03/23 10:30 ECB's Draghi Testifies at EU Parliament Panel in Brussels
GE 03/23 13:15 Merkel, Tsipras Meet in Berlin For Talks on Greece, Euro

PO 03/24 11:00 Bank of Portugal Governor Carlos Costa Speaks in Parliament
PO 03/24 Portugal Releases Year-to-Date Budget Report

SW 03/25 04:15 Sweden's NIER presents new Swedish economic forecasts
FI 03/25 05:00 ECB's Liikanen Speaks at Bank of Finland Briefing in Helsinki
GE 03/25 10:00 Schaeuble, IMF's Gaspar Debate Budget Consolidation, Reforms
GE 03/25 12:00 Merkel Speaks at DIHK Industry and Trade Association
PO 03/25 Bank of Portugal Releases Update on Economic Forecasts
EC 03/25 Single Resolution Board Press Conference in Brussels
SW 03/25 Swedish PM Loefven Reports Back from EU Council Meeting

EC 03/26 05:30 EU's Juncker Speaks at BusinessEurope Conference in Brussels

PO 03/27 Portugal Sovereign Debt Rating Published by Fitch

Latin America 

Asia Pacific 

Country Date Time Event
JN 03/22 Cabinet Office Monthly Economic Report for March

AU 03/24 00:50 RBA Assistant Governor Edey Panel Participation
AU 03/24 20:30 RBA's Financial Stability Review

TA 03/25 00:00 CBC Benchmark Interest Rate

PH 03/26 04:00 BSP Overnight Borrowing Rate

Country Date Time Event
BZ 03/24 Alexandre Tombini testifies to Senate economic committee
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NORTH AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Canada – Overnight Target Rate 0.75 April 15, 2015 0.75 --

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

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

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

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

Swiss National Bank – Libor Target Rate -0.75 June 18, 2015 -0.75 --

Central Bank of Russia – One-Week Auction Rate 14.00 April 30, 2015 14.00 --

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

Sweden Riksbank – Repo Rate -0.25 April 29, 2015 -0.25 --

Norges Bank – Deposit Rate 1.25 May 7, 2015 1.00 --

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

Reserve Bank of New Zealand – Cash Rate 3.50 April 29, 2015 3.50 3.50

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

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

Bank of Korea – Bank Rate 1.75 April 9, 2015 1.75 --

Bank of Thailand – Repo Rate 1.75 April 29, 2015 1.75 2.00

Bank Indonesia – Reference Interest Rate 7.50 April 14, 2015 7.50 --

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

Banco Central de Chile – Overnight Rate 3.00 April 16, 2015 3.00 --

Banco de la República de Colombia – Lending Rate 4.50 April 24, 2015 4.50 --

Banco Central de Reserva del Perú – Reference Rate 3.25 April 9, 2015 3.00 3.25

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

BoC Governor Poloz will speak on Thursday morning and probably attract quite a bit of attention in light of shifting market bets on the central bank’s 
outlook. Deputy Timothy Lane is speaking Wednesday but the speech title suggests it will be generic comments. There is no material economic data, but 
Alberta and Quebec provincial budgets are due out. It’s heavy on Fedspeak next week: regional Fed presidents Evans (voting), Lockhart (voting), Williams 
(voting), Mester (2015), and Bullard (nonvoting) are all on tap. The key speech by far, however, will be Vice Chair Stanley Fischer’s comments on Monday. 
Key data risk includes Tuesday’s CPI, a smattering of housing data throughout the week, durable goods on Wednesday and a potential third revision to Q4 
GDP on Friday.  We expect the Banco de México to hold rates steady at 3.00% after monetary authorities meet on March 26th; inflation remains well 
anchored in the central bank’s 2-4% target range and came in at 3% y/y in February. 

Lower oil prices have aided South Africa’s inflation outlook, with inflationary pressures easing from an average monthly gain of 6.0% y/y in 2014 — the top 
end of the central bank’s 3-6% target — to 3.9% in February. Monetary authorities have indicated that the lower inflation path has provided room to pause 
the interest rate normalization process that began last year when the key repurchase rate was raised by 75 bps. Hawkish comments made by Governor 
Lesetija Kganyago indicate that a sustained decline in the inflation rate is required for monetary easing to transpire. Accordingly, we expect the South 
African Reserve Bank to maintain the benchmark interest rate at 5.75% following next week’s monetary policy meeting. 

 

Global Central Bank Watch 

North America 

Europe 

Asia Pacific 

Latin America 

Africa 

Forecasts at time of publication. 
Source: Bloomberg, Scotiabank Economics. 
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Canada 2014 14Q3 14Q4 Latest United States 2014 14Q3 14Q4 Latest
  Real GDP (annual rates) 2.5 3.2 2.4   Real GDP (annual rates) 2.4 5.0 2.2
  Current Acc. Bal. (C$B, ar) -43.5 -38.4 -55.7   Current Acc. Bal. (US$B, ar) -411 -396 -454
  Merch. Trade Bal. (C$B, ar) 4.4 10.6 -9.0 -29.4 (Jan)   Merch. Trade Bal. (US$B, ar) -736 -724 -741 -740 (Jan)
  Industrial Production 2.5 2.7 1.4 -2.2 (Jan)   Industrial Production 4.1 4.3 4.5 3.5 (Feb)
  Housing Starts (000s) 189 199 184 156 (Feb)   Housing Starts (millions) 1.00 1.03 1.06 0.90 (Feb)
  Employment 0.6 0.5 0.7 0.7 (Feb)   Employment 1.9 2.0 2.2 2.4 (Feb)
  Unemployment Rate (%) 6.9 7.0 6.7 6.8 (Feb)   Unemployment Rate (%) 6.2 6.1 5.7 5.5 (Feb)
  Retail Sales 4.6 4.8 4.3 1.2 (Jan)   Retail Sales 3.8 4.3 3.7 1.0 (Feb)
  Auto Sales (000s) 1848 1945 1908 1795 (Jan)   Auto Sales (millions) 16.4 16.7 16.7 16.2 (Feb)
  CPI 1.9 2.1 1.9 1.0 (Feb)   CPI 1.6 1.8 1.2 -0.1 (Jan)
  IPPI 2.5 2.7 1.4 2.2 (Jan)   PPI 1.9 2.5 0.8 -3.4 (Feb)
  Pre-tax Corp. Profits 9.0 10.0 6.7   Pre-tax Corp. Profits 10.0

Mexico
  Real GDP 2.1 2.2 2.6
  Current Acc. Bal. (US$B, ar) -26.5 -11.1 -21.2
  Merch. Trade Bal. (US$B, ar) -2.4 -6.1 -2.7 -39.0 (Jan)
  Industrial Production 1.9 2.0 2.4 0.3 (Jan)
  CPI 4.0 4.1 4.2 3.0 (Feb)

Euro Zone 2014 14Q3 14Q4 Latest Germany 2014 14Q3 14Q4 Latest
  Real GDP 0.9 1.0 1.0   Real GDP 1.6 1.2 1.5
  Current Acc. Bal. (US$B, ar) 308 364 452 114 (Jan)   Current Acc. Bal. (US$B, ar) 219.7 324.0 302.0 234.1 (Jan)
  Merch. Trade Bal. (US$B, ar) 320.1 324.0 371.0 146.8 (Jan)   Merch. Trade Bal. (US$B, ar) 306.6 317.5 311.1 279.3 (Jan)
  Industrial Production 0.7 0.5 0.2 1.2 (Jan)   Industrial Production 1.5 0.3 0.5 0.8 (Jan)
  Unemployment Rate (%) 11.6 11.5 11.4 11.2 (Jan)   Unemployment Rate (%) 6.7 6.7 6.6 6.5 (Feb)
  CPI 0.4 0.4 0.2 -0.3 (Feb)   CPI 0.9 0.8 0.5 0.1 (Feb)

France United Kingdom
  Real GDP 0.4 0.4 0.2   Real GDP 2.6 2.5 2.7
  Current Acc. Bal. (US$B, ar) 9.5 -16.6 (Nov)   Current Acc. Bal. (US$B, ar) -108.0
  Merch. Trade Bal. (US$B, ar) -39.9 -43.7 -33.9 -38.5 (Jan)   Merch. Trade Bal. (US$B, ar) -197.1 -210.4 -184.5 -152.8 (Jan)
  Industrial Production -1.0 -0.2 -1.5 0.6 (Jan)   Industrial Production 1.6 1.2 1.1 1.2 (Jan)
  Unemployment Rate (%) 10.2 10.3 10.3 10.2 (Jan)   Unemployment Rate (%) 6.2 6.0 5.7 5.7 (Dec)
  CPI 0.5 0.4 0.3 -0.3 (Feb)   CPI 1.5 1.5 0.9 0.3 (Jan)

Italy Russia
  Real GDP -0.4 -0.5 -0.5   Real GDP 0.7
  Current Acc. Bal. (US$B, ar) 29.3 41.4 55.8 0.5 (Jan)   Current Acc. Bal. (US$B, ar) 42.7 6.4 10.5
  Merch. Trade Bal. (US$B, ar) 56.7 58.9 73.3 3.1 (Jan)   Merch. Trade Bal. (US$B, ar) 15.7 15.1 13.5 15.0 (Jan)
  Industrial Production -0.7 -1.2 -1.6 -2.4 (Jan)   Industrial Production -1.6 1.4 2.1 -1.6 (Feb)
  CPI 0.2 0.0 0.1 -0.3 (Feb)   CPI 7.8 7.7 9.6 16.7 (Feb)

    North America 

Europe 

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

Economic Statistics 

Source: Bloomberg, Global Insight, Scotiabank Economics. 
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Australia 2014 14Q3 14Q4 Latest Japan 2014 14Q3 14Q4 Latest
  Real GDP 2.7 2.7 2.5   Real GDP -0.1 -1.4 -0.7
  Current Acc. Bal. (US$B, ar) -40.3 -54.1 -39.1   Current Acc. Bal. (US$B, ar) 24.6 63.5 52.0 6.2 (Jan)
  Merch. Trade Bal. (US$B, ar) 12.5 2.6 4.8 -4.6 (Jan)   Merch. Trade Bal. (US$B, ar) -122.4 -115.4 -83.8 -64.6 (Feb)
  Industrial Production 4.2 4.1 3.3   Industrial Production 2.1 -1.1 -1.2 -1.4 (Jan)
  Unemployment Rate (%) 6.1 6.1 6.2 6.3 (Feb)   Unemployment Rate (%) 3.6 3.6 3.5 3.6 (Jan)
  CPI 2.5 2.3 1.7   CPI 2.7 3.3 2.5 2.4 (Jan)

South Korea China
  Real GDP 3.3 3.2 2.7   Real GDP 7.4 7.3 7.3
  Current Acc. Bal. (US$B, ar) 89.2 90.3 108.9 83.3 (Jan)   Current Acc. Bal. (US$B, ar) 213.8
  Merch. Trade Bal. (US$B, ar) 47.2 35.7 73.4 92.5 (Feb)   Merch. Trade Bal. (US$B, ar) 382.5 513.3 599.6 727.4 (Feb)
  Industrial Production 0.5 1.1 -1.7 -3.5 (Jan)   Industrial Production 7.9 8.0 7.9 7.9 (Dec)
  CPI 1.3 1.4 1.0 0.5 (Feb)   CPI 1.5 1.6 1.5 1.4 (Feb)

Thailand India
  Real GDP 0.7 0.6 2.3   Real GDP 6.9 7.8 7.5
  Current Acc. Bal. (US$B, ar) 14.2 -0.5 9.8   Current Acc. Bal. (US$B, ar) -27.3 -10.1 -8.2
  Merch. Trade Bal. (US$B, ar) 2.0 1.6 2.5 1.4 (Jan)   Merch. Trade Bal. (US$B, ar) -11.5 -12.4 -13.2 -6.8 (Feb)
  Industrial Production -4.6 -3.8 -2.1 -0.8 (Jan)   Industrial Production 1.7 1.3 1.5 2.6 (Jan)
  CPI 1.9 2.0 1.1 -0.5 (Feb)   WPI 3.8 3.9 0.3 -2.1 (Feb)

Indonesia
  Real GDP 5.0 4.9 5.0
  Current Acc. Bal. (US$B, ar) -26.2 -7.0 -6.2
  Merch. Trade Bal. (US$B, ar) -0.2 -0.2 -0.1 0.7 (Feb)
  Industrial Production 4.6 5.8 4.8 5.0 (Jan)
  CPI 6.4 4.4 6.5 6.3 (Feb)

Brazil 2014 14Q3 14Q4 Latest Chile 2014 14Q3 14Q4 Latest
  Real GDP -0.1   Real GDP 1.9 1.0 1.8
  Current Acc. Bal. (US$B, ar) -91.3 -77.6 -111.4   Current Acc. Bal. (US$B, ar) -6.3 -2.8
  Merch. Trade Bal. (US$B, ar) -3.9 7.2 -12.9 -34.1 (Feb)   Merch. Trade Bal. (US$B, ar) 6.7 4.2 7.0 9.0 (Feb)
  Industrial Production -3.1 -3.8 -4.1 -4.7 (Jan)   Industrial Production 0.4 -0.9 -1.0 5.8 (Jan)
  CPI 6.3 6.6 6.5 7.7 (Feb)   CPI 4.4 4.7 5.3 4.4 (Feb)

Peru Colombia
  Real GDP 1.8   Real GDP 4.6 4.2 3.5
  Current Acc. Bal. (US$B, ar) -8.2 -1.6 -1.5   Current Acc. Bal. (US$B, ar) -5.0
  Merch. Trade Bal. (US$B, ar) -0.2 -0.1 -0.1 -0.5 (Jan)   Merch. Trade Bal. (US$B, ar) -0.5 -0.4 -1.4 -1.5 (Dec)
  Unemployment Rate (%) 6.0 5.7 5.6 6.9 (Feb)   Industrial Production 1.3 1.2 0.3 2.1 (Dec)
  CPI 3.2 2.9 3.2 2.8 (Feb)   CPI 2.9 2.9 3.5 4.4 (Feb)

    Asia Pacific 

Latin America 

Economic Statistics 

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

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

Canada 14Q3 14Q4 Mar/13 Mar/20* United States 14Q3 14Q4 Mar/13 Mar/20*
BoC Overnight Rate 1.00 1.00 0.75 0.75   Fed Funds Target Rate 0.25 0.25 0.25 0.25
  3-mo. T-bill 0.92 0.92 0.54 0.52   3-mo. T-bill 0.02 0.04 0.02 0.00
  10-yr Gov’t Bond 2.15 1.79 1.48 1.31   10-yr Gov’t Bond 2.49 2.17 2.11 1.94
  30-yr Gov’t Bond 2.67 2.34 2.11 1.95   30-yr Gov’t Bond 3.20 2.75 2.70 2.51
  Prime 3.00 3.00 2.85 2.85   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 73.6 74.6 74.7 (Jan)   FX Reserves (US$B) 126.0 119.0 115.6 (Jan)

Germany France
  3-mo. Interbank 0.04 0.02 -0.03 -0.03   3-mo. T-bill -0.03 -0.05 -0.16 -0.22
  10-yr Gov’t Bond 0.95 0.54 0.26 0.18   10-yr Gov’t Bond 1.29 0.83 0.50 0.44
  FX Reserves (US$B) 65.1 62.3 62.3 (Jan)   FX Reserves (US$B) 50.6 49.5 49.1 (Jan)

Euro Zone United Kingdom
  Refinancing Rate 0.05 0.05 0.05 0.05   Repo Rate 0.50 0.50 0.50 0.50
  Overnight Rate 0.20 0.14 -0.04 -0.06   3-mo. T-bill 0.51 0.44 0.44 0.43
  FX Reserves (US$B) 329.4 327.7 329.0 (Jan)   10-yr Gov’t Bond 2.43 1.76 1.71 1.53

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

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 2.50 2.50 2.25 2.25
  3-mo. Libor 0.05 0.05 0.04 0.04   10-yr Gov’t Bond 3.48 2.74 2.55 2.38
  10-yr Gov’t Bond 0.53 0.33 0.41 0.33   FX Reserves (US$B) 50.1 50.8 50.8 (Dec)
  FX Reserves (US$B) 1234.4 1231.0 1230.1 (Jan)

Exchange Rates (end of period)

USDCAD 1.12 1.16 1.28 1.26   ¥/US$ 109.65 119.78 121.40 120.57
CADUSD 0.89 0.86 0.78 0.79   US¢/Australian$ 0.87 0.82 0.76 0.77
GBPUSD 1.621 1.558 1.474 1.487   Chinese Yuan/US$ 6.14 6.21 6.26 6.20
EURUSD 1.263 1.210 1.050 1.076   South Korean Won/US$ 1055 1091 1129 1123
JPYEUR 0.72 0.69 0.78 0.77   Mexican Peso/US$ 13.429 14.752 15.488 15.075
USDCHF 0.96 0.99 1.01 0.98   Brazilian Real/US$ 2.447 2.658 3.249 3.222

Equity Markets (index, end of period) 

  United States (DJIA) 17043 17823 17749 18148   U.K. (FT100) 6623 6566 6741 7012
  United States (S&P500) 1972 2059 2053 2108   Germany (Dax) 9474 9806 11902 12064
  Canada (S&P/TSX) 14961 14632 14732 14961   France (CAC40) 4416 4273 5010 5097
  Mexico (IPC) 44986 43146 44002 44169   Japan (Nikkei) 16174 17451 19254 19560
  Brazil (Bovespa) 54116 50007 48596 51674   Hong Kong (Hang Seng) 22933 23605 23823 24375
  Italy (BCI) 1119 1038 1248 1250   South Korea (Composite) 2020 1916 1986 2037

Commodity Prices (end of period)

  Pulp (US$/tonne) 1030 1020 995 995   Copper (US$/lb) 3.06 2.88 2.66 2.69
  Newsprint (US$/tonne) 605 595 580 580   Zinc (US$/lb) 1.04 0.98 0.91 0.91
  Lumber (US$/mfbm) 340 340 282 276   Gold (US$/oz) 1216.50 1206.00 1152.00 1183.10
  WTI Oil (US$/bbl) 91.16 53.27 44.84 45.95   Silver (US$/oz) 17.11 15.97 15.50 16.17
  Natural Gas (US$/mmbtu) 4.12 2.89 2.73 2.86   CRB (index) 278.55 229.96 210.70 214.17

Financial Statistics 

A12 

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