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The Fed’s Data Dependence Could Be Put On Hold 

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

United States — Shutdown Risk Puts Nonfarm In Jeopardy 

The coming week could bring a federal government shutdown, plenty 
of key Fed speak, and first order macro risk that all strikes to the heart 
of the Federal Reserve’s dual mandate. If the government shuts down on 
Wednesday, then nonfarm payrolls data would be delayed until after the 
government re-opens.  

One might think the Fed is preparing to tell markets something with its 
communication schedule. Next week brings out pretty much all of the 
Fed’s heavy hitters. Chair Yellen, NY Fed President Dudley and Governor 
Brainard all speak on Wednesday. Vice Chair Stanley Fischer speaks on 
Friday after nonfarm payrolls. Plus several regional Presidents will speak 
including two that vote this year (Evans and Williams) and one that votes 
starting in January (Bullard). The fact that such influential speakers are 
addressing markets throughout a heavy data week may suggest that, for the 
week’s data to matter to their views, we would have to see large misses in a 
consistent direction especially on inflation and jobs figures. Note that 
because the Federal Reserve is funded separately, the speaker schedule 
and the Fed’s regular operations will be unaffected if Washington closes. 

The multi-year lack of a federal Budget and the outstanding spending 
authorization for fiscal 2016 create a high risk of a federal government 
shutdown on Wednesday once the clock strikes midnight and turns over to October 1st. If that happens, then 
the main release at risk is Friday’s nonfarm payrolls. Data will be fouled up for a considerable period as 
processing of jobless claims and mortgage applications would be suspended. Chair Yellen dismissed 
consideration of a federal government shutdown when a reporter posed the question to her during the post-
FOMC press conference. That should have been expected as a Fed Chair explicitly citing shutdown risk as a 
destabilizing issue in the monetary policy debate would have blurred traditional civilities in public discourse. I 
think it remains an issue. In fact, it didn’t stop the Fed from considering it in the no-taper 2013 decision. In 
2013, then-Chair Bernanke cited the risk of government shutdown in his semi-annual testimony before 
Congress in July in a way that made it fairly clear to us that he was reticent to add monetary policy risks 
(tapering bond purchases) at the same time that fiscal policy risks were becoming potentially elevated. Not to 
mention that the ability to track evolving data for a data- dependent Fed would be impeded. Perhaps today is 
different, but many were caught off guard by the 2013 shutdown and surprised by the length and ongoing 
divisions between the two chambers of Congress and the executive branch.  

Somewhere between Fed speak and shutdown risk, markets may have an awful lot of top tier macro data to 
evaluate. Monday will bring an expected modest gain in total consumer spending on the back of the already 
known rise in retail sales and with the Fed’s preferred inflation gauge probably remaining range-bound until 
changing year-ago comparators put upward pressure on headline inflation in a few months. Pending home 
sales as an advance indicator for completed resales also land on Monday before S&P Case-Shiller house 
prices are released on Tuesday. Then it gets interesting. Wednesday brings out ADP private payrolls and 
because that’s a private release it won’t be affected by shutdown risk. Ditto for Thursday’s ISM. But Friday’s 
nonfarm private and public payrolls may well be. In fact, in 2013 when the government shut from October 1st 
to October 16th, nonfarm payrolls for September did not get released until October 22nd as data analysis and 
collection were delayed. Vehicle sales for September and factory orders for August also arrive toward the end 
of next week and only the latter’s release is in jeopardy.  
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Canada — Turning The Corner 

Then there’s Canada. Remember July?  We’ll get GDP for that month on Wednesday on the same day the US 
government might shut down. That’s about it for the week other than a 5 year auction of Government of 
Canada bonds. Otherwise, Canadian markets will follow the global tone over the course of the week and 
hence risks outlined elsewhere. 

This should be a fairly decent growth print as many of the advance 
indicators pointed higher. Recall that hours worked, however, were 
down by 0.4% m/m and that might speak to downside risk to GDP 
but treat that as a temporary force since hours worked then climbed 
by 0.8% m/m in August for the strongest single month gain since 
November 2010. The trend is your friend on this one as Canadians 
have never worked so many hours in aggregate (chart 1). Also in 
July, recall that manufacturing sales volumes were up by a solid 
1.1% m/m with resumption of more normal auto sector activity 
providing a lift, export volumes were up by 1% and import volumes 
were up by 0.5% which signaled a decently performing domestic 
economy pulling in more imports. Retail sales volumes were up by a 
somewhat mild 0.2% m/m. Housing starts were sharply higher at 
216,900 from 193,300 the prior month. The fact that this was led by 
a roughly 20% m/m rise in multi-housing units that carry less value-
added in construction will restrain how this translates into the 
construction sector within the GDP industry add-up, but single family 
housing units were also higher by 1.4%.  

In a grander sense, a positive print for July GDP would further reinforce our understanding that the 
economy is turning higher into the third quarter. Remember that the economy ended Q2 on a positive 
note with a fairly robust GDP gain of 0.5% m/m. That carried momentum into Q3 which, before we even get 
GDP data, has Q3 tracking at about 1% annualized growth from which we think there are only upsides in ways 
that could turn out to make the BoC’s 1.5% growth forecast for the third quarter face significant risk of being 
too light. A challenge going forward will be how to weed out and sort through the effects of ongoing distortions 
such as a temporary growth spurt in auto output, and recurring disruptions to energy sector output. 

Europe — Inflation, the ECB, and Catalonia 

Inflation data in the context of the debate over adding to stimulus policies at the European Central 
Bank will dominate home-grown developments across European markets. Catalan’s election will also 
be watched for risks facing Spain. 

Sunday’s election in Catalan is billed by the regional government as a plebiscite on independence. It is 
the third election since 2011 and tensions over the issue of sovereignty have become progressively greater. 
Madrid’s refusal to cede powers to the regional government and a court decision that voided a 2013 
independence referendum as unconstitutional have raised tensions. The issue is that if polls are accurate, 
then the pro-independence parties in Catalan will have support for their promise to seek independence within 
about a year-and-a-half. This would be an awkward backdrop to the Spanish general election that must be 
held no later than December 20th, at which point regional divisions and anti-austerity sentiment could influence 
the outcome. 

A wave of fresh CPI inflation reports from Germany (Tuesday), Italy and Spain (Wednesday) and the 
Eurozone add-up on Wednesday will be digested in the context of potential ECB actions before year-end. 
ECB President Mario Draghi has already noted that he expects a zero rate of headline inflation and that 
greater downside could be required to alter the terms of monetary policy stimulus. Recall that he remarked 
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“Should some of the downward risks weaken the inflation outlook over the medium term more fundamentally 
than we project at present, we would not hesitate to act. The inflation rate will remain close to zero in the very 
near term, before rising again towards the end of the year.”  This is part of the reason why many expect the 
decision on whether to add to stimulus to be on hold until the December 3rd meeting at which point fresh 
forecasts will also be issued. 

Other items on the calendar will include consumer spending updates from Germany, France and Spain, 
unemployment in Germany, Spain and Italy, and Q2 GDP revisions in the UK (none expected by consensus). 

Asia — Which PMI Is More Accurate In China? 

A key risk across Asian markets will be the mid-week release of the 
state version of China’s purchasing managers’ index for the 
manufacturing sector. We’re not sure which reading — the state or the 
private version — is providing a truer depiction of broad manufacturing 
sector conditions. Enter chart 2 and note two points:  the private PMI is 
currently considerably softer than the state’s PMI; and the private 
version is much more volatile. Before you leap to conclusions about 
how private data must be better than state-provided figures, consider 
the important differences in the two readings. 

One reason why the private PMI may be the softer of the two is that its 
sample is more focused upon responses from smaller sized average 
manufacturers and in coastal cities that are more export-oriented. 
These firms may have greater problems accessing credit and may be 
more exposed to export pressures stemming from the impact of a sharp 
upward appreciation in the trade-weighted and inflation-adjusted real 
effective yuan exchange rate over the years. In short, these 
differences may point to continued outperformance in next week’s 
state PMI over the private version that recently surprised to the 
downside. Nevertheless, both readings are signaling a soft manufacturing sector. 

A wave of macro reports from Japan rarely impacts the global market tone but may factor into the debate over 
whether the Bank of Japan will add to stimulus and when. My personal view is that if Governor Kuroda is 
telling us he will assess the risk of hitting the 2% inflation target along a time line reaching out to about a year 
from now, then minority expectations for additional stimulus before the end of this year may be overly 
aggressive. Further, if the Fed truly does lift-off by December, then the BoJ could rely upon the Federal 
Reserve to do its work by way of currency depreciation. Note, however, that there is greater unease reflected 
in the debate over further yen depreciation now than was the case in the earlier days of Abenomics. Macro 
data that will figure into this debate in the near-term will include industrial production, retail trade, vehicle 
production and sales, housing starts,  the jobless rate, and the Q3 Tankan report on business conditions 
facing manufacturers.  

The Reserve Bank of India’s latest policy decision arrives on Tuesday and consensus expects a 25bps 
rate cut. Finance Minister Arun Jaitley has been vocal in trying to motivate a rate cut as inflation has recently 
softened to 3.7% y/y. Some — notably including the RBI itself — expect this downward pressure to be 
temporary partly because of looming upside pressures on food prices due to softer-than-usual monsoon 
rainfall. That could leave the RBI standing pat for now and acting only if inflation further surprises to 
the downside over coming months. 

Regional CPI reports from Indonesia, South Korea and Thailand are also on tap, as are Chinese industrial 
profits, export figures from South Korea and Thailand, South Korean industrial output, and Australian retail 
sales. 
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 Addressing Interprovincial Trade & Other Economic Barriers — The Opportunities 

 Provinces aim to update the 1994 Agreement on Internal Trade by March 2016. 

As Canada’s federal election spurs discussion on strengthening 
Canada’s economic performance, one option — removing 
interprovincial barriers to seamless economic activity across 
Canada — already has garnered support in the past two federal 
Budgets and from the Provinces. Achieving sustainable change   
is more challenging, despite the anticipated aggregate benefits 
for investment, employment, production and productivity. 
Canada’s  Interprovincial trade volumes did begin to recover by 
an average  3.7% per year from 2000 to 2007, but post-
recession gains to 2013 have been disappointing (Charts 1 and 
2). Second generation trade agreements, such as the Canada-
EU Comprehensive Economic and Trade Agreement and, under 
negotiation, the Trans-Pacific Partnership, highlight Canada’s 
existing internal barriers which, if not addressed, will limit the 
advantages of the new international arrangements.  

Reminders of the costs posed by interprovincial barriers, such as 
the still-fragmented provincial corporate registration process, 
have prompted bilateral interprovincial agreements, ranging from 
mutual recognition of professional and trades-based 
accreditations to recent electric power arrangements. These 
measures are encouraging, but Canada’s regional patchwork 
persists, though the New West Partnership, fully implemented by 
July 2013 by British Columbia, Alberta and Saskatchewan, offers 
a comprehensive example for the free movement of goods, 
services, investment and people.  

Rather than further incremental adjustments to the Agreement 
on Internal Trade (AIT), broader restructuring to a mutual 
recognition regime is endorsed by a number of business groups 
and other stakeholders. This regime would adopt a negative list 
approach, making free trade the default option across all sectors 
unless the product or service is placed on a negotiated (and 
limited) list of exclusions. The mutual recognition principle 
underpins the New West Partnership, as well as trade in the EU 
and across Australia and New Zealand. Though harmonizing 
technical standards or other regulations is an objective, 
remaining differences are mutually recognized.  Alongside 
mutual recognition, would be the expectation that businesses, 
investors and workers from another Province would be treated at 
least as fairly as the jurisdiction’s own entities, and those from all 
other Provinces.   

A smooth path to the agreement and implementation of such a 
broad accord is unlikely, as the issues related to opening up 
government procurement illustrate. One complication is the 
Provinces’ different starting points (Chart 3). An essential reform 
is an effective dispute resolution process to: encourage members 
to resolve differences; deliver impartial decisions and substantive 
monetary penalties; and, discourage frivolous claims.   

FISCAL POLICY 
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Asia-Pacific Regional Outlook 

Asia-Pacific Region Well Placed to Weather Heightened Global Financial Market Volatility 

Developing Asia-Pacific economies will continue to offer the world’s highest economic growth rate through the 
remainder of the decade, while the core countries in the region remain in structural reform mode. Aided by large 
foreign exchange reserves, solid sovereign debt profiles, robust banking sectors, and improved external trade 
positions, the region is well prepared to manage ongoing financial market stress associated with the correction 
of excess liquidity in both 
developed and emerging 
markets on the back of 
anticipated monetary 
normalization in selected 
advanced economies. 
China and Japan alone 
hold US$4.75 trillion in 
foreign exchange 
reserves, which can be 
deployed for stabilization 
purposes if the need 
should arise. However, 
the region will not be 
immune to commodity 
price fluctuations and the 
bearish investor 
sentiment affecting 
emerging markets in 
general (chart 1). 

China’s Structural Transformation to Continue Shaping the Regional Outlook  

The outlook for the Asia-Pacific region over the coming years will be 
materially shaped by China’s structural transformation away from 
centrally-planned industrial growth to a more market and consumer 
driven economy. Recent and intensified equity market volatility will not 
prevent Chinese policymakers from pushing ahead with their 
ambitious reform agenda. As industrial overcapacity and other 
economic imbalances — a result of the state-controlled economy’s 
inefficiencies — build up, the administration is aiming to make the 
economy’s structure more sustainable and market oriented. Indeed, 
reforming the exchange rate mechanism and liberalizing interest rates 
in August 2015 demonstrates the government’s commitment to both 
capital account and financial market liberalization. The complexity of 
these simultaneous reforms, the lack of global precedent, and the 
scale and importance of the Chinese economy can almost guarantee 
that the global economy will face periods of volatility and increased 
investor risk aversion associated with China’s reform execution.  

India Becomes the Fastest Growing Major Economy as China Decelerates 

China’s economic growth will continue to slow, likely averaging 6.6% y/y in 2015-16. India has emerged as a 
regional engine with output gains hovering at 7.5% y/y in 2015-16; however, the country is still operating below 
potential given persistent challenges in reaching policy consensus regarding structural adjustments (chart 2). 
The rest of Asia-Pacific will post a moderate economic acceleration next year, underpinned by strengthening 
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domestic demand. Indeed, household and business spending in most of these economies benefit from low oil 
prices given the region’s net petroleum importer status. Moreover, domestic activity continues to be supported 
by accommodative monetary conditions and improving confidence due to structural reforms, while recovering 
demand in major advanced economies will help stabilize external sector activity. Hong Kong, Australia, and 
South Korea are among the most vulnerable economies to slowing demand in China, their primary export 
destination. Regional real GDP — including China, Japan, India, South Korea, Australia, and Hong Kong — will 
expand at a weighted average rate of 5% in 2015-16.  

Credit Differentiation Dynamics Intensify Amidst Uneven Global Economic Recovery  

Financial markets are in flux due to global and China-related 
economic growth concerns, diverging monetary policy amongst major 
central banks, price fluctuations in key commodity markets as well as 
the increasingly uncertain geopolitical environment. In this context, 
individual country fundamentals — such as government finances, 
external balances, and domestic household and corporate leverage 
— will play a critical role in determining risk differentials and 
exchange rate dynamics. Differentiation within the region has 
become more evident in recent weeks, with Japan’s sovereign credit 
rating downgraded while South Korea was rewarded with an 
upgrade. Approaching monetary policy normalization in the US will 
directly affect Asia-Pacific economies as investors continue to 
readjust their portfolios to higher US interest rates and the US dollar 
maintains its strengthening bias.  

Monetary Stimulus to Be Supported by Contained 
Inflation; Divergent Fiscal Impulse 

Monetary conditions are set to remain accommodative in Asia-Pacific 
to support regional economic growth at a time of global uncertainty. 
Japan will maintain an ultra-accommodative monetary policy stance 
by continuing its aggressive quantitative easing program; reaching 
the Bank of Japan’s 2% inflation target remains a distant prospect. 
Contained inflation dynamics will allow Chinese and Indian central 
banks to inject additional monetary stimulus into their economies. 
Meanwhile, high household debt in Australia and South Korea limits 
authorities’ ability to loosen monetary conditions further. Due to the 
fixed currency arrangement, Hong Kong’s monetary policy is largely 
determined by developments in the US; however, given the 
persistent risk of property market correction in an environment of 
rising interest rates, any monetary tightening in Hong Kong will likely 
be very gradual. The ability to support economic activity through 
fiscal stimulus in the Asia-Pacific region differs from country to 
country. China, Hong Kong, and South Korea enjoy relatively solid 
public finances, while India, Japan, and Australia will likely focus on 
cautious fiscal consolidation (charts 3 & 4). 

For further information on the economic outlook of Asia-Pacific economies, please refer to the Asia-Pacific 
Regional Outlook (Autumn 2015) report, published on September 22nd, at scotiabank.com/economics. 

ASIA-PACIFIC 
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Uneven Global Housing Market Conditions Persist 

 Advanced nations lead real house price growth through mid-2015. 

Global residential property markets continued to show a mixed performance through the second quarter, both 
across and within regions. Highly expansionary monetary policy is providing a strong pillar of support to this 
interest-sensitive sector in many nations around the globe. At the same time, moderate, uneven growth and 
volatile financial markets are hindering a broader and more synchronized improvement. 

North America remains a regional outperformer. The U.S. housing recovery is gaining increased traction, with 
strengthening job markets, rising household formation and an easing in lending conditions lifting home sales and 
construction to multi-year highs. Canadian home sales and pricing are proving quite resilient in the face of a 
more challenging economic environment, buoyed by ultra-low borrowing costs and favourable homebuying 
demographics. Mexico’s fledgling housing recovery is being supported by wide-reaching market reforms aimed 
at spurring new residential development and broadening access to mortgage lending. 

Elsewhere in the Americas, property markets in Chile, Colombia and Peru are showing positive but more muted 
momentum, consistent with a softening in regional growth dynamics. Housing conditions continue to deteriorate in 
Brazil, with a prolonged recession and rising unemployment compounded by high interest rates and rising inflation.  

Europe remains tiered. The faster-growing economies, including the U.K., Germany, Ireland and Sweden, 
continue to show strong real house price appreciation. Spain’s housing recovery is becoming more entrenched 
alongside a gradual improvement in labour market conditions and strong foreign purchases. Several other large 
economies in the region, including France and Italy, continue to post price declines amid a more tepid 
economic recovery. A deepening recession and high inflation have accelerated real property price declines in 
Russia, the weakest market in our Q2 price survey. 

Housing conditions in Asia are fairly muted. Repeated government efforts over the past year to revive Chinese 
property markets, including lower lending rates, increased lending limits, lower minimum downpayments and 
reduced curbs on second-home buyers, are underpinning a modest 
turnaround. South Korea and Thailand are showing moderate real 
price growth, though Indonesia’s market has stalled, prompting 
officials to propose loosening foreign buying restrictions. 
Australia’s housing boom is showing no sign of letting up despite a 
tightening in macroprudential rules in recent years, with demand 
underpinned by strong population growth as well as ongoing 
investor and foreign purchases.  

The persistence of historically low interest rates should continue to 
support global housing demand. However, heightened economic 
uncertainty and still soft job markets remain a headwind to stronger 
consumer confidence and big-ticket spending. Among the more 
robust housing markets globally, including Canada, Australia, the 
U.K. and Ireland, stretched affordability could pose an increasing 
challenge. 

Foreign buyer demand, especially for luxury properties in top-tier 
cities internationally, will likely remain high, as investors seek 
geographical and asset diversification. Traditionally popular 
markets for foreign buyers include the U.S., the U.K., Australia and 
Canada. Foreign exchange considerations are taking on a bigger 
role, increasing the attractiveness of properties in countries whose 
currencies have weakened at the expense of relatively stronger 
currency markets in the U.S. and the U.K. 
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Canada’s Household Debt Service Burden In An International Context 

 For the first time, a major global agency has produced international comparisons. 

How does the issue of debt vulnerability in Canada’s household sector stack up internationally?  In which 
countries are households more and less vulnerable to a deterioration in financial conditions based upon the 
share of incomes going toward debt payments? 

The Bank for International Settlements (BIS) — the bank to central banks — weighed in recently with 
comparisons of the debt service ratio for 17 countries including Canada's household sector (go here for data 
and methodology). The debt service ratio is the share of household income that goes toward interest and 
principal payments on debt. The estimate for Canada (12%) differs from what Statistics Canada produced here 
(14%), but not by much. Note that one of the reasons for varying estimates for Canada — and other countries — 
relates to the paucity of hard data on actual principal payments. Interest expense is generally available, but 
principal payments must be estimated using outstanding debts by product and by applying assumptions for 
variables like down payments, amortization periods, average term, and rates. Another reason for varying 
estimates is that the BIS applies a unified methodological approach and uses, as much as possible, input data 
that are compiled on an internationally consistent basis. A third reason is that the BIS and StatsCan are using 
somewhat different approaches for estimating the income of the household sector. So be careful in comparing 
across sources, but the value to the BIS estimates is that they facilitate international comparisons. 

The results show that 
Canadian households spend 
a somewhat higher than 
average share of income on 
debt payments both when 
compared internationally 
and to their own past 
history. As chart 1 shows, 
only households in Holland, 
Denmark, Norway and 
Australia spend higher shares 
of their incomes on debt 
payments. Canadians spend 
somewhat more of their 
incomes on debt payments 
than households in each of the 
other G7 major industrialized economies and several others. Some 
other countries spend less partly because of a greater reliance upon 
renting but Canada still stands out within the Anglo-American model. 

Chart 2 compares the BIS estimate for Canada to the StatsCan 
estimate. Again, we caution against comparison for the reasons cited 
above and principally in terms of putting too much emphasis upon level 
differences, and our only point in doing so is to note that the two 
estimates largely mirror one another in terms of their trends. The BIS 
measure is only available since 1999 while the StatsCan measure only 
goes back to 1990 and so a further caution is that we’re limited in our 
ability to evaluate what happens to this metric through various cycles 
including the key stress points of the early and late 1980s. Regardless, 
we now have two measures for Canada from credible agencies that 
show similar trends and this reinforces our contention that debt service 
explains a significant amount of the trend and variability in consumer 
insolvencies over time as previously noted on page 9 here. 
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Should The Fed Fear The Stock Market? 

 The Fed would never have lifted off in the past if it had feared the stock market reaction. 
A variety of current stock valuation metrics don’t point to deep over-valuation. 

To what extent should concern over equity valuations restrain Federal Reserve policy tightening?  While the 
Fed often says it doesn’t explicitly target stock markets, in practice it takes into consideration market 
functioning and volatility through potential feedback effects upon the broader economy. Therefore, concerns 
about possibly stretched equity valuations could in practice hold the Fed back from raising rates lest doing so 
could cause equities to drop. This note points to two main reasons to currently avoid this thinking trap, barring 
a much larger degree of weakness than we currently expect. 

The Fed Would Have Never Lifted Off In The Past 

First, stock markets usually react adversely to the start of Fed 
tightening cycles but typically shake off the influences within a 
relatively short period of time of about six months at which point they 
often go on to post substantial gains. This is shown in chart 1. If  the 
Fed was always reticent to tighten monetary policy because of adverse 
short-term market responses, then perhaps it would never have done 
so. Further, short-term equity weakness near the start of tightening 
cycles usually represents a buying opportunity which may merit 
keeping cash on hand. 

The adverse response to the coming policy tightening cycle is likely at 
least partly priced in. The broad S&P500 is down 10% from the peak in 
May when Federal Reserve Chair Yellen remarked “I would highlight 
that equity valuations at this point are quite high.”  The majority of the 
decline has occurred over the past month while taking valuations back 
to levels seen about a year ago. This is quite a mild correction so far 
and in keeping with minimal risk to the economy versus more important 
drivers of cash flow to mainstreet consumers including lower 
commodity prices — particularly relatively cheap gasoline — and lower bond yields. 

Most Measures Don’t Support Extreme Over- Or Under-Valuation 

Second, a broad blended compilation of equity valuation metrics portrays equities as neither cheap nor 
obviously overvalued in ways that created more serious concerns at market stress points such as 1987 or 
during the early 2000s dot-com era. This is despite the perception in some quarters that we’ve never seen 
such valuations as at present during the age of QE — a view that is often informed by incorrectly emphasizing 
index levels or broad market capitalization and not relative valuation measures.   

Charts 2-8 on the next page present these various valuation metrics. For explanations of each measure and 
further elaborations that still apply, please refer to this earlier piece we wrote on the topic. Critically, we do not 
singularly rely on one metric, but view valuation as driven by multiple approaches.  

The broad conclusion that applies is that perceptions of current valuations may depend upon whether one’s 
experience was acquired during the equity cycles of the 1990s onward or over a longer time-frame. Several 
metrics point to cheap equity valuations today compared to the past two decades or so, but a longer-term 
outlook doesn’t support this perspective. The overall picture is one in the middle between extreme periods of 
over- and under-valuation. That obviously doesn’t preclude the possibility that individual companies or sectors 
— like banks versus, say, biotech — range from undervaluation to over-valuation as we focus solely upon the 
broad market.  
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 Chart 2 
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Migrant Crisis & Eurozone Inflation! 

 With no surprise, in the Eurozone, inflation is a lagging indicator by around one year of the growth cycle. 
Over the past decade, there is indeed a decent correlation between GDP growth and core inflation (R2= 
0.51). As the recovery, although still fragile, is underway, this past relationship lifts confidence inside the 
ECB on the return of inflation closer to the 2.0% line in the not-too-distant future. However, with the 
intensification of the migrant crisis, there are more and more questions on the potential impact of this 
inflow into the Eurozone job market/future wages growth and therefore the risk to see a breakdown or a 
reduction in this historical elasticity between GDP growth and inflation. If that is the case, it could 
significantly challenge the ECB’s medium term view on inflation. 

 We first look at the historical elasticity between 
inflation and GDP growth across the main 
Eurozone countries as well as the UK. While at 
the European level this correlation is strong, 
there is nonetheless wide dispersion across 
countries. Inflation, both in the Eurozone and in 
the UK, has been highly distorted by higher 
indirect taxes over the recent years as 
governments had to deal with budget 
constraints. So, we look to the historical 
relationship between GDP growth and an 
estimate of core inflation excluding indirect 
taxes.   

 Over the past decade, peripheral countries like 
Greece, Spain, Portugal and, to some extent, 
Italy have shown the strongest correlation 
between inflation and GDP growth. Core 
countries like France, Austria, Finland or 
Belgium are in the middle range while Germany, 
the Netherlands and the UK are at the bottom. 
There could be numerous factors which erode 
this link between growth and inflation: 
productivity, the degree of competitiveness in 
the economy… and, in view of this, the above-
mentioned hierarchy does not look too 
surprising. However, could migrant inflows have 
been an additional factor?   

 To answer this question, we look at the average yearly migrant inflows for each country over the period 
2006/2013. As an example, over this period, Germany welcomed on average close to 600K new migrants 
per year, coming from both the European Union and outside the trade bloc1. At the same time, this country 
reported a net outflow of around 150K per year. So, the total net inflow was between 400/450K per year or 
0.2% of its total population. On the other end, while Greece also welcomes around 60K new migrants per 
year, it showed an outflow of 80K per year. So, Greece actually reported a net outflow of 20K, which also 
represents 0.2% of its population.  Doing this for all countries and matching the net population flows with 
the historical elasticity between GDP growth & inflation, it seems that there is a slight negative correlation: 
the higher the net inflow, the lower the correlation! So, yes, while a clear estimate is difficult to make, 
migration could matter and alter the relationship between GDP growth and inflation.  

  Frédéric Prêtet 00.33.17037.7705 
frederic.pretet@scotiabank.com  

 

 

1 http://ec.europa.eu/eurostat/web/population-demography-migration-projections/migration-and-citizenship-data/database 

http://ec.europa.eu/eurostat/web/population-demography-migration-projections/migration-and-citizenship-data/database
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 Regarding the impact of the current crisis, there are two parameters: 

 The first is to deal with the 
emergency situation in EU 
member states at the EU 
border, particularly in Hungary, 
Greece and Italy, which are 
facing increased pressure to 
deal with migrant flows. The 
EU commission just adopted a 
plan to share the burden of 
120K migrants in the above 
countries with the rest of the 
Union. Germany is due to take 
around 30K people, France 24K… While the UK benefits from an opt-out clause on this matter, 
the Prime Minister agreed to welcome around 20K over the coming five years. As a share of the 
population of all countries, these figures look modest and not significant enough to create major 
change in macroeconomic fundamentals.   

 The second parameter is to deal with the total number of demands to enter into the EU. If we 
focus on the demand for asylum in the EU 28, it reached around 600K last year, close to a 50% 
increase from 2013. In the first half of this year, this number further increased to around 800K, 
another 75% increase vs. H1 20142. So, in view of this trend, the EU 28 could face potential 
demand of around 1 million asylum seekers this year. Furthermore, it is worth noticing that this 
increase is not homogenous across countries. Unsurprisingly, it is stronger in Germany where 
total demand could more than double from 200K at the end of 2014 to around 450K this year. 
So, instead of the total 600K new migrants per year seen over the past decade in this country, it 
could be closer to 800K this year, which is equivalent to 0.5% of the total population. While still 
proportionately small, it could start having some impact on the GDP/inflation elasticity.  

Frédéric Prêtet 00.33.17037.7705 
frederic.pretet@scotiabank.com  

 

2 http://appsso.eurostat.ec.europa.eu/nui/submitViewTableAction.do  
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 To conclude, it is difficult to have a clear view on 
how stronger migration could impact the future 
inflation trend. However, it seems that there could 
be some potential negative correlation between the 
two. Furthermore, a big part of this additional inflow 
is absorbed by Germany where the traditional 
elasticity between GDP growth and inflation is 
already low. This could further alter this correlation 
which could be problematic for the ECB in its 
capacity to help bring inflation towards its just 
under 2.0% target. Indeed, given that German 
inflation accounts for around 1/3 of Eurozone 
inflation, a pickup in this country is a necessary 
condition for reaching the target. 

 

Frédéric Prêtet 00.33.17037.7705 
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Key Data Preview  

CANADA 

We’re looking for GDP to start off Q3 at a decent clip, expanding 
by 0.2% m/m in July with the possibility of a stronger number. 
Coincident indicators were, on balance, solid: retail sales 
volumes increased by 0.2% m/m, housing starts expanded at a 
217k pace on the month, constant dollar manufacturing sales 
were up by 1.1% m/m, and trade was on the strong side (export 
volumes +1% m/m, import volumes +0.5% m/m). Weak points 
include a -0.4% m/m drop in wholesale trade volumes and a  
-0.4% m/m decline in total hours worked that mutes our 
enthusiasm. Note however that total hours worked popped by 
0.8% m/m in August so whatever retrenchment occurs there will 
be compensated in August, and indeed, at least on the strength 
of the August hours worked data, we’re pretty enthusiastic about 
Q3 growth.  

UNITED STATES 

Nonfarm payrolls for September should come in on the strong 
side. We’re anticipating a 220k number as initial jobless claims 
for the month were very low averaging 268k through the first 
three weeks of September and 265k during the weeks ending 
Sept. 11 and Sept. 18 (i.e., the two weeks that cover the 
reference week for the nonfarm payrolls report). We won’t have 
the ISM services employment number ahead of the print, so 
don’t look for any hints there. Bigger picture, the tendency of 
August numbers to be revised by large margins points to the 
possibility of an improvement in August print by way of revisions 
so the September nonfarm number won’t just be watched for, 
well, the release of the September number. In terms of the 
unemployment rate, unemployment hit 5.1% in August on a mix 
of an increase in jobs and a drop in labor force participation. As 
a result, we expect that the unemployment rate will either 
stagnate or revert in September. 

We’re looking for solid numbers in terms of personal income 
and spending, anticipating a +0.4% m/m increase in incomes 
with upside potential after the index of aggregate payrolls 
increased by a whopping +0.7% m/m. (see chart)  Other factors 
including dividend payments and not-so-volatile components 
such as transfer payments also impact incomes, so we’re 
restraining our enthusiasm. However, in other months with 
similar increases in the index of aggregate wages, incomes 
have tended to be quite strong (on the order of +0.5% m/m or 
higher). On the spending side, retail sales were a soft  +0.2%  
m/m (+0.3% ex-autos and gasoline) so we’re not looking for as 
much juice there and anticipate a +0.2% m/m pace of personal 
consumption growth. In terms of the PCE deflator, soft monthly 
CPI (-0.1% m/m on headline, +0.1% m/m on core) leaves us 
expecting a matching set of prints on the PCE deflator.  
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EUROPE 

The euro zone economic calendar is quite busy this week, with preliminary estimates for September inflation to 
be released across the currency bloc. Inflation figures will be published in Germany and Spain on Tuesday, 
September 29th, followed by Italy and Spain on the 30th. We expect disinflationary pressures to persist in the 
euro area in September, with the headline print easing to 0% y/y , down from 0.1% in August. Meanwhile, 
inflation is also forecast to edge down to 0% y/y in Germany, -0.7% in Spain and 0.3% in Italy, from 0.2%, -0.5% 
and 0.4%, respectively, in the prior month. Financial markets will be paying close attention to the results, given 
the European Central Bank (ECB) has indicated that it will not hesitate to unleash additional monetary stimulus if 
downside risks from the global commodity price shock and slower growth prospects in emerging markets inhibit 
its efforts to lift inflation towards its target of close to, but below, 2%. However, the ECB will take its time to 
gauge the risks, which likely leaves out its October meeting and points to further action, if the inflation outlook 
continues to weaken, in December.  

LATIN AMERICA 

Chile and Brazil will release industrial production figures for the month 
of August on September 30th and October 2nd, respectively. In Chile, 
we estimate that industrial output in August expanded by 1.2% y/y as 
low metals prices continue to weigh on the country’s mining output. In 
Brazil, August industrial production is likely to contract by 9% y/y as 
the country’s ongoing recession bites deeper. It appears unlikely that 
the prospects for the Brazilian industrial sector are going to turn a 
corner any time soon; electricity costs are rising quickly, up more than 
50% over the past year, on the back of drought conditions that are 
necessitating the deployment of expensive thermal generation to 
make up for waning hydroelectric output. 

ASIA 

Thailand, Indonesia, and South Korea will release inflation data for 
September between September 30th and October 1st (EST). In Thailand, 
low global oil prices have taken headline inflation into negative territory, 
with the consumer price index decreasing by 1.2% y/y in August. We 
estimate that prices continued to decline, recording a 0.9% y/y drop in 
September — the ninth consecutive month of deflation. Nevertheless, 
core inflation has stayed in positive territory, unchanged at 0.9% y/y 
since May. In Indonesia, a fuel subsidy cut in November 2014 — 
followed by a complete removal of petrol subsidies at the beginning of 
2015 — is putting temporary upward pressure on prices; the consumer 
price index rose by 7.2% y/y in August and we estimate that the rate 
remained unchanged in September. Inflation will slow in the final months 
of 2015 and in early 2016 as the impact of the subsidy reform falls out of 
the consumer price index. Accordingly, we anticipate that headline 
inflation will hover close to the central bank’s official target of 4% ±1% in 
2016, allowing the central bank to ease monetary policy cautiously in the 
first half of the year. South Korean inflation remains low with the consumer 
price index rising by 0.7% y/y in August (unchanged from June and July) 
and is well below the Bank of Korea’s target corridor of 2½-3½%. Due to negative producer price inflation (-4.4% y/y 
in August) and low international oil prices, inflation will likely remain below the central bank’s target range over the 
coming quarters. We estimate that consumer prices increased by 0.9% y/y in September. Price gains will likely pick 
up gradually in the final months of 2015 on the back of the base effect from the oil price collapse. 
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Key Indicators for the week of September 28 – October 2 

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

North America 

A3 

Europe 

Country Date Time Indicator Period BNS Consensus Latest
US 09/28 08:30 PCE Deflator (m/m) Aug -0.1 0.0 0.1
US 09/28 08:30 PCE Deflator (y/y) Aug 0.3 0.3 0.3
US 09/28 08:30 PCE ex. Food & Energy (m/m) Aug 0.1 0.1 0.1
US 09/28 08:30 PCE ex. Food & Energy (y/y) Aug 1.3 1.3 1.2
US 09/28 08:30 Personal Income (m/m) Aug 0.4 0.4 0.4
US 09/28 08:30 Personal Spending (m/m) Aug 0.2 0.3 0.3
MX 09/28 09:00 Unemployment Rate (%) Aug -- 4.7 4.7
US 09/28 10:00 Pending Home Sales (m/m) Aug -- 0.5 0.5
US 09/28 10:30 Dallas Fed. Manufacturing Activity Sep -- -9.0 -15.8

CA 09/29 08:30 IPPI (m/m) Aug -- -- 0.7
CA 09/29 08:30 Raw Materials Price Index (m/m) Aug -- -- -5.9
US 09/29 09:00 S&P/Case-Shiller Home Price Index (m/m) Jul 0.1 0.1 -0.1
US 09/29 09:00 S&P/Case-Shiller Home Price Index (y/y) Jul 5.2 5.2 5.0
US 09/29 10:00 Consumer Confidence Index Sep 97.0 96.0 101.5

US 09/30 07:00 MBA Mortgage Applications (w/w) SEP 25 -- -- 13.9
US 09/30 08:15 ADP Employment Report (000s m/m) Sep 210.0 190.0 190.3
CA 09/30 08:30 Real GDP (m/m) Jul 0.2 0.2 0.5
US 09/30 09:45 Chicago PMI Sep -- 53.0 54.4

US 10/01 08:30 Initial Jobless Claims (000s) SEP 26 280 271 267
US 10/01 08:30 Continuing Claims (000s) SEP 19 2210 2222 2242
US 10/01 10:00 Construction Spending (m/m) Aug 0.5 0.6 0.7
US 10/01 10:00 ISM Manufacturing Index Sep 51.0 50.6 51.1
US 10/01 Domestic Vehicle Sales (mn a.r.) Sep 13.8 13.8 13.8
US 10/01 Total Vehicle Sales (mn a.r.) Sep 17.5 17.5 17.7

US 10/02 08:30 Nonfarm Employment Report (000s m/m) Sep 220 200 173
US 10/02 08:30 Unemployment Rate (%) Sep 5.1 5.1 5.1
US 10/02 08:30 Household Employment Report (000s m/m) Sep -- -- 196.0
US 10/02 08:30 Average Hourly Earnings (m/m) Sep -- 0.2 0.3
US 10/02 08:30 Average Weekly Hours  Sep -- 34.6 34.6
US 10/02 10:00 Factory Orders (m/m) Aug -1.2 -1.2 0.4

Country Date Time Indicator Period BNS Consensus Latest
GE SEP 27-OCT 03 Retail Sales (m/m) Aug -0.6 0.2 1.6

UK SEP 28-OCT 03 Nationwide House Prices (m/m) Sep -- 0.4 0.3

SP 09/29 03:00 CPI (m/m) Sep P -- 0.1 -0.3
SP 09/29 03:00 CPI (y/y) Sep P -- -0.5 -0.4
SP 09/29 03:00 CPI - EU Harmonized (m/m) Sep P 0.8 1.0 -0.4
SP 09/29 03:00 CPI - EU Harmonized (y/y) Sep P -0.7 -0.7 -0.5
SP 09/29 03:00 Real Retail Sales (y/y) Aug -- 3.2 4.2
UK 09/29 04:30 Net Consumer Credit (£ bn) Aug -- 1.2 1.2
EC 09/29 05:00 Business Climate Indicator Sep -- 0.2 0.2
EC 09/29 05:00 Economic Confidence Sep 104.2 104.1 104.2
EC 09/29 05:00 Industrial Confidence Sep -3.3 -3.8 -3.7
GE 09/29 08:00 CPI (m/m) Sep P -0.2 -0.1 0.0
GE 09/29 08:00 CPI (y/y) Sep P 0.0 0.1 0.2
GE 09/29 08:00 CPI - EU Harmonized (m/m) Sep P -0.2 -0.1 0.0
GE 09/29 08:00 CPI - EU Harmonized (y/y) Sep P -0.1 0.0 0.1
UK 09/29 19:05 GfK Consumer Confidence Survey Sep -- 5.0 7.0
SP 09/29 Budget Balance YTD (€ mn) Aug -- -- -26770
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Key Indicators for the week of September 28 – October 2 

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

A4 

Asia Pacific 

Europe (continued from previous page) 

Country Date Time Indicator Period BNS Consensus Latest
FR 09/30 02:45 Consumer Spending (m/m) Aug 0.5 0.4 0.4
FR 09/30 02:45 Producer Prices (m/m) Aug -- -- -0.1
SP 09/30 03:00 Current Account (€ bn) Jul -- -- 1.3
GE 09/30 03:55 Unemployment (000s) Sep -5.0 -5.0 -7.0
GE 09/30 03:55 Unemployment Rate (%) Sep 6.4 6.4 6.4
UK 09/30 04:30 Business Investment (q/q) 2Q F -- 2.9 2.9
UK 09/30 04:30 Current Account (£ bn) 2Q -- -22.0 -26.5
UK 09/30 04:30 GDP (q/q) 2Q F -- 0.7 0.7
UK 09/30 04:30 Index of Services (m/m) Jul -- 0.2 0.5
EC 09/30 05:00 Euro zone CPI Estimate (y/y) Sep 0.0 0.0 0.2
EC 09/30 05:00 Euro zone Core CPI Estimate (y/y) Sep A 0.9 0.9 0.9
EC 09/30 05:00 Unemployment Rate (%) Aug 10.9 10.9 10.9
IT 09/30 05:00 CPI (m/m) Sep P -- -0.3 0.2
IT 09/30 05:00 CPI (y/y) Sep P -- 0.3 0.2
IT 09/30 05:00 CPI - EU Harmonized (m/m) Sep P 1.7 1.7 -0.1
IT 09/30 05:00 CPI - EU Harmonized (y/y) Sep P 0.3 0.3 0.4

IT 10/01 03:45 Manufacturing PMI Sep 53.0 53.3 53.8
UK 10/01 04:30 Manufacturing PMI Sep -- 51.3 51.5
IT 10/01 12:00 Budget Balance (€ bn) Sep -- -- -7.8
RU OCT 01-02 Real GDP (y/y) 2Q F -- -4.6 -4.6

UK 10/02 04:30 PMI Construction Sep -- 57.5 57.3
EC 10/02 05:00 PPI (m/m) Aug -- -0.6 -0.1

Country Date Time Indicator Period BNS Consensus Latest
CH 09/27 21:30 Industrial Profits YTD (y/y) Aug -- -- -2.9
CH SEP 27-30 Leading Index Aug -- -- 98.7

TH 09/28 00:00 Customs Exports (y/y) Aug -- -3.1 -3.6
TH 09/28 00:00 Customs Imports (y/y) Aug -- -3.5 -12.7
TH 09/28 00:00 Customs Trade Balance (US$ mn) Aug -- 965.0 770.4
JN 09/28 01:00 Coincident Index CI Jul F 112.2 -- 112.2
JN 09/28 01:00 Leading Index CI Jul F 104.9 -- 104.9
SK SEP 28-30 Department Store Sales (y/y) Aug -- -- 0.7

IN 09/29 01:30 Repo Rate (%) Sep 29 7.00 7.00 7.25
IN 09/29 01:30 Reverse Repo Rate (%) Sep 29 6.00 6.00 6.25
IN 09/29 01:30 Cash Reserve Ratio (%) Sep 29 4.00 4.00 4.00
SK 09/29 17:00 Business Survey- Manufacturing Oct -- -- 71.0
SK 09/29 17:00 Business Survey- Non-Manufacturing Oct -- -- 73.0
JN 09/29 19:50 Large Retailers' Sales (y/y) Aug -- 1.3 2.1
JN 09/29 19:50 Retail Trade (y/y) Aug -- 1.2 1.8
JN 09/29 19:50 Industrial Production (y/y) Aug P -- 1.8 0.0
AU 09/29 21:30 Building Approvals (m/m) Aug -- -2.0 4.2
AU 09/29 21:30 Private Sector Credit (y/y) Aug -- 6.2 6.1
PH SEP 29-30 Bank Lending (y/y) Aug -- -- 13.4

JN 09/30 00:00 Vehicle Production (y/y) Aug -- -- -5.9
JN 09/30 01:00 Housing Starts (y/y) Aug -- 7.6 7.4
JN 09/30 01:00 Construction Orders (y/y) Aug -- -- -4.0
TH 09/30 03:30 Exports (y/y) Aug -- -- -3.1
TH 09/30 03:30 Imports (y/y) Aug -- -- -10.6
TH 09/30 03:30 Trade Balance (US$ mn) Aug -- -- 2708.0
TH 09/30 03:30 Current Account Balance (US$ mn) Aug -- -- 2116.0
TH 09/30 03:30 Business Sentiment Index Aug -- -- 46.4
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Key Indicators for the week of September 28 – October 2 

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

A5 

Latin America 

Asia Pacific (continued from previous page) 

Country Date Time Indicator Period BNS Consensus Latest
NZ 09/30 19:00 QV House Prices (y/y) Sep -- -- 11.3
SK 09/30 19:00 Industrial Production (y/y) Aug -- -1.6 -3.3
SK 09/30 19:00 Cyclical Leading Index Change Aug -- -- 0.0
JN 09/30 19:50 Tankan All Industries Index 3Q -- 8.5 9.3
JN 09/30 19:50 Tankan Manufacturing Index 3Q -- 13.0 15.0
JN 09/30 19:50 Tankan Non-Manufacturing Index 3Q -- 21.0 23.0
SK 09/30 20:00 Exports (y/y) Sep -- -13.6 -14.9
SK 09/30 20:00 Imports (y/y) Sep -- -21.4 -18.3
SK 09/30 20:00 Trade Balance (US$ mn) Sep -- 6060.0 4270.0
CH 09/30 21:00 Manufacturing PMI Sep -- 49.7 49.7
CH 09/30 21:00 Non-manufacturing PMI Sep -- -- 53.4
CH 09/30 21:45 Caixin Services PMI Sep -- -- 51.5
TH 09/30 23:30 Consumer Confidence Economic Sep -- -- 61.5
TH SEP 30-OCT 01 CPI (y/y) Sep -0.9 -1.1 -1.2
TH SEP 30-OCT 01 Core CPI (y/y) Sep -- 1.0 0.9
JN SEP 30-OCT 07 Official Reserve Assets (US$ bn) Sep -- -- 1244.2
ID SEP 30-OCT 14 Consumer Confidence Index Sep -- -- 112.6

ID 10/01 00:00 CPI (y/y) Sep 7.2 -- 7.2
ID 10/01 00:00 Core CPI (y/y) Sep -- -- 4.9
JN 10/01 01:00 Vehicle Sales (y/y) Sep -- -- 2.3
SI 10/01 09:30 Purchasing Managers Index Sep -- -- 49.3
SK 10/01 19:00 Current Account (US$ mn) Aug -- -- 10115
SK 10/01 19:00 CPI (y/y) Sep 0.9 0.9 0.7
SK 10/01 19:00 Core CPI (y/y) Sep -- -- 2.1
JN 10/01 19:30 Household Spending (y/y) Aug -- 0.3 -0.2
JN 10/01 19:30 Jobless Rate (%) Aug 3.3 3.3 3.3
JN 10/01 19:50 Monetary Base (y/y) Sep -- -- 33.3
AU 10/01 21:30 Retail Sales (m/m) Aug -- 0.4 -0.1

HK 10/02 04:30 Retail Sales - Volume (y/y) Aug -- -1.6 1.9

Country Date Time Indicator Period BNS Consensus Latest
CL 09/30 08:00 Industrial Production (y/y) Aug 1.2 1.2 0.7
CL 09/30 08:00 Retail Sales (y/y) Aug 2.6 2.5 2.9
CL 09/30 08:00 Unemployment Rate (%) Aug 6.8 6.7 6.6
CO 09/30 11:00 Urban Unemployment Rate (%) Aug -- 9.0 9.0

PE 10/01 01:00 Consumer Price Index (m/m) Sep -- 0.2 0.4
PE 10/01 01:00 Consumer Price Index (y/y) Sep -- -- 4.0
BZ 10/01 09:00 PMI Manufacturing Index Sep -- -- 45.8
BZ 10/01 14:00 Trade Balance (FOB) - Monthly (US$ mn) Sep -- -- 2689.0

BZ 10/02 08:00 Industrial Production SA (m/m) Aug -- -1.3 -1.5
BZ 10/02 08:00 Industrial Production (y/y) Aug -9.0 -9.4 -8.9
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Global Auctions for the week of September 28 – October 2 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A6 

Country Date Time Event
US 09/28 11:30 U.S. to Sell 3-Month Bills
US 09/28 11:30 U.S. to Sell 6-Month Bills

US 09/29 11:30 U.S. to Sell 4-Week Bills

CA 09/30 12:00 Canada to Sell 5-Year Bonds

Country Date Time Indicator
IT 09/28 05:00 Italy to Sell Bills
FR 09/28 08:50 France to Sell Bills

DE 09/29 04:30 Denmark to Sell Bills
IT 09/29 05:00 Italy to Sell Bonds
EC 09/29 05:10 ECB Main Refinancing Operation Result
SZ 09/29 05:15 Switzerland to Sell 91-Day Bills
BE 09/29 05:30 Belgium to Sell Bills

SW 09/30 05:00 Sweden to Sell Bonds
EC 09/30 05:10 ECB Long-Term Refinancing Operation Result
SW 09/30 06:00 Finland to Sell Bonds

SP 10/01 04:30 Spain to Sell Bonds
FR 10/01 04:50 France to Sell Bonds
UK 10/01 05:30 U.K. to Sell GBP4 Bln 1.5% 2021 Bonds

CC 10/02 05:00 Cyprus to Sell 13-Week Bills
CC 10/02 05:00 Cyprus to Sell 26-Week Bills
UK 10/02 06:00 U.K. to Sell 1-Month Bills
UK 10/02 06:00 U.K. to Sell 6-Month Bills

Asia Pacific 

Latin America 

Country Date Time Indicator
JN 09/28 23:45 Japan to Sell 2-Year Bonds

AU 09/29 21:00 Australia Plans to Sell AUD800 Mln 4.75% 2027 Bonds

AU 09/30 20:30 Australia Plans to Sell AUD500 Mln 148-Day Bills
JN 09/30 23:35 Japan to Sell 3-Month Bills
JN 09/30 23:45 Japan to Sell 10-Year Bonds

AU 10/01 21:00 Australia Sells AUD900 Mln 2.75% 2019 Bonds

Country Date Time Indicator
MX 09/29 11:00 Mexico To Sell Bills - 91 Days

BZ 10/01 11:00 Brazil to Sell Fixed Rate Bonds - 01/01/2021
BZ 10/01 11:00 Brazil to Sell Fixed Rate Bonds - 01/01/2025
BZ 10/01 11:00 Brazil to Sell Bills LTN - 10/01/2016
BZ 10/01 11:00 Brazil to Sell Bills LTN - 10/01/2017
BZ 10/01 11:00 Brazil to Sell Bills LTN - 07/01/2019
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Events for the week of September 28 – October 2 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A7 

North America 

Country Date Time Event
US 09/28 08:30 Fed's Dudley Speaks on Monetary Policy in New York
US 09/28 13:30 Fed's Evans Speaks on Monetary Policy in Milwaukee
US 09/28 17:00 Fed's Williams speaks at UCLA on Economic Outlook

US 09/30 08:00 Fed's Dudley Speaks on Market Liquidity in New York
US 09/30 15:00 Fed's Yellen, Bullard Speak on Community Banking in St. Louis
US 09/30 20:00 Fed's Brainard Speaks on Community Banking in St. Louis

US 10/01 14:30 Fed's Williams Gives Outlook Speech to Salt Lake Area Communit

US 10/02 13:00 Fischer Addresses Boston Fed Conference on Monetary Policy

Country Date Time Event
SP 09/27 03:00 Catalan Regional Election
EC 09/27 EU's Katainen Introduces EFSI to China Sept. 27-28

UK 09/28 03:00 Bank of England Deputy Governor Jon Cunliffe Speaks
EC 09/28 04:30 ECB Executive Board Member Lautenschläger Speaks in Milan

EC 09/29 06:30 ECB's Coene Speaks in Dublin
SO 09/29 07:00 ECB's Makuch Holds News Conference on Slovak Macro Forecasts
UK 09/29 15:40 Bank of England Governor Mark Carney speaks in London

ES 09/30 02:00 ECBs Hansson Speaks on 2016 Outlook For Estonia, euro area
SW 09/30 03:00 Meeting of the Executive Board of the Riksbank
EC 09/30 06:00 ECB's Angeloni Speaks in London

EC 10/01 02:00 EU's Hill Speaks on Capital Markets Union in Brussels
EC 10/01 03:00 ECB's Jazbec Speaks at Busines Forum in Ljubljana, Slovenia
UK 10/01 04:30 BOE's Financial Policy Committee Record of September Meeting
NO 10/01 05:00 Norway's Olsen Speaks in Oslo
EC 10/01 07:10 ECB's Nouy Speaks in Prague
EC 10/01 09:30 ECB's Draghi Speaks in Washington
SZ 10/01 12:00 SNB Vice President Zurbruegg Holds Speech at KOF

SP 10/02 Spain Sovereign Debt to Be Rated by S&P

Asia Pacific 

Latin America 

Country Date Time Event
IN 09/29 01:30 RBI Cash Reserve Ratio
IN 09/29 01:30 RBI Repurchase Rate
IN 09/29 01:30 RBI Reverse Repo Rate

JN 09/30 19:50 BOJ Tankan Report

AU 10/01 02:30 Commodity Index YoY

Country Date Time Event
CL 10/01 07:30 Central Bank Meeting Minutes
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Global Central Bank Watch 

NORTH AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank  of Canada – Overnight Target Rate 0.50 October 21, 2015 0.50 0.50

Federal Reserve – Federal Funds Target Rate 0.25 October 28, 2015 0.25 0.50

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

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

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

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

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

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

Sweden Rik sbank  – Repo Rate -0.35 October 28, 2015 -0.35 --

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

 

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Reserve Bank  of Australia – Cash Target Rate 2.00 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 7.00

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

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

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

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

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

Banco de la República de Colombia – Lending Rate 4.50 October 30, 2015 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 November 19, 2015 6.00 --

It is a heavy week for U.S. data and Fedspeak. September’s nonfarm payrolls figures (Friday) are one-half of the Fed’s mandate while PCE inflation 
(Monday) is the other, though government shutdown risk could delay the nonfarm payroll release. There’s a myriad of other key data points set for 
release that will also flow into the Fed’s decision-making function: personal income/spending(Monday), S&P Case Shiller Home Prices (Tuesday), 
consumer confidence (Tuesday), ADP employment (Wednesday), ISM manufacturing (Thursday), Wards Vehicle Sales (Thursday), and factory orders 
(Friday). A long list of key Fed speeches are also on the calendar including regional Federal Reserve Presidents Dudley, Evans and Williams on 
Monday; Dudley, Chair Yellen and Governor Brainard on Wednesday; regional Fed President Williams on Thursday; and Vice-Chair Fischer on Friday. 
In Canada, July’s monthly GDP figure is due out on Wednesday but that is the only material data point out next week and there are currently no BoC 
speakers on the agenda. 

Monetary authorities in India  will meet on September 29th for a scheduled monetary policy meeting. India’s inflation outlook is relatively favourable 
with price pressures contained by low international oil prices; the consumer price index rose by 3.7% y/y in August. Accordingly, the Reserve Bank of 
India will likely cut the benchmark repo rate by another 25 basis points following two equivalent cuts earlier this year. 

North America 

Europe 

Asia Pacific 

Latin America 

Africa 

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

Canada 2014 15Q1 15Q2 Latest United States 2014 15Q1 15Q2 Latest
  Real GDP (annual rates) 2.4 -0.8 -0.5   Real GDP (annual rates) 2.4 0.6 3.9
  Current Acc. Bal. (C$B, ar) -41.5 -72.6 -69.6   Current Acc. Bal. (US$B, ar) -390 -473 -439
  Merch. Trade Bal. (C$B, ar) 5.0 -28.6 -26.8 -7.1 (Jul)   Merch. Trade Bal. (US$B, ar) -741 -769 -753 -737 (Jul)
  Industrial Production 2.5 -1.8 -1.5 0.1 (Jul)   Industrial Production 3.7 3.4 1.5 1.2 (Aug)
  Housing Starts (000s) 189 175 193 217 (Aug)   Housing Starts (millions) 1.00 0.98 1.16 1.13 (Aug)
  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 1.9 1.8 (Jul)   Retail Sales 3.5 1.8 1.0 1.4 (Aug)
  Auto Sales (000s) 1850 1803 1869 1937 (Jul)   Auto Sales (millions) 16.4 16.7 17.1 17.7 (Aug)
  CPI 1.9 1.1 0.9 1.3 (Aug)   CPI 1.6 -0.1 0.0 0.2 (Aug)
  IPPI 2.5 -1.8 -1.5 -0.1 (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 7.5

Mexico
  Real GDP 2.1 2.6 2.2
  Current Acc. Bal. (US$B, ar) -25.0 -34.3 -31.9
  Merch. Trade Bal. (US$B, ar) -2.8 -8.8 -7.4 -33.6 (Aug)
  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$B, ar) 275 245 248 446 (Jul)   Current Acc. Bal. (US$B, ar) 215.4 271.8 276.2 309.4 (Jul)
  Merch. Trade Bal. (US$B, ar) 329.8 302.6 373.1 450.9 (Jul)   Merch. Trade Bal. (US$B, ar) 287.5 261.8 289.2 330.2 (Jul)
  Industrial Production 0.8 1.6 1.3 1.9 (Jul)   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 0.1 (Aug)   CPI 0.9 0.0 0.5 0.2 (Aug)

France United Kingdom
  Real GDP 0.2 0.9 1.1   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 5.5 (Jun)
  CPI 0.5 -0.2 0.2 0.0 (Aug)   CPI 1.5 0.1 0.0 0.0 (Aug)

Italy Russia
  Real GDP -0.4 0.2 0.7   Real GDP 0.6 -2.2 -4.6
  Current Acc. Bal. (US$B, ar) 30.9 3.6 45.6 79.8 (Jul)   Current Acc. Bal. (US$B, ar) 58.4 28.9 19.2
  Merch. Trade Bal. (US$B, ar) 56.7 34.5 47.1 105.9 (Jul)   Merch. Trade Bal. (US$B, ar) 15.8 14.8 14.7 10.7 (Jul)
  Industrial Production -0.5 -0.4 0.7 2.4 (Jul)   Industrial Production -1.6 -0.4 -4.9 -4.3 (Aug)
  CPI 0.2 -0.4 0.0 0.0 (Aug)   CPI 7.8 16.2 15.8 15.8 (Aug)

Europe 

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

Economic Statistics 

Source: Bloomberg, IHS Global, Scotiabank Economics. 

A9 



 

Economics 

Global Views 
  

September 25, 2015 

8 

    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$B, ar) 12.2 2.4 -14.3 -17.4 (Jul)   Merch. Trade Bal. (US$B, ar) -121.9 -31.2 -25.3 -34.9 (Aug)
  Industrial Production 4.6 3.1 1.2   Industrial Production 2.1 -2.2 -0.5 0.0 (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 0.2 (Aug)

South Korea China
  Real GDP 3.3 2.5 2.2   Real GDP 7.3 7.8 7.5
  Current Acc. Bal. (US$B, ar) 89.2 93.8 115.5 121.4 (Jul)   Current Acc. Bal. (US$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 6.1 (Aug)
  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 -12.5 (Aug)
  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 -4.9 (Aug)

Indonesia
  Real GDP 5.0 4.7 4.7
  Current Acc. Bal. (US$B, ar) -27.5 -4.1 -4.5
  Merch. Trade Bal. (US$B, ar) -0.2 0.8 0.7 0.4 (Aug)
  Industrial Production 4.8 5.1 5.6 5.7 (Jul)
  CPI 6.4 6.5 7.1 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) -19.6 -5.1 -4.3
  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 -1.8 (Jul)
  Unemployment Rate (%) 6.0 6.8 6.9 6.1 (Aug)   Industrial Production 1.5 -1.7 -1.5 0.3 (Jul)
  CPI 3.2 3.0 3.3 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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Financial Statistics 

A12 

Interest Rates (%, end of period)

Canada 15Q1 15Q2 Sep/18 Sep/25* United States 15Q1 15Q2 Sep/18 Sep/25*
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 0.41 0.44   3-mo. T-bill 0.02 0.01 -0.02 -0.02
  10-yr Gov’t Bond 1.36 1.68 1.46 1.54   10-yr Gov’t Bond 1.92 2.35 2.13 2.17
  30-yr Gov’t Bond 1.98 2.30 2.23 2.28   30-yr Gov’t Bond 2.54 3.12 2.94 2.97
  Prime 2.85 2.85 2.70 2.70   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 77.6 76.3 77.7 (Aug)   FX Reserves (US$B) 108.2 109.3 109.9 (Aug)

Germany France
  3-mo. Interbank -0.02 -0.04 -0.06 -0.07   3-mo. T-bill -0.16 -0.18 -0.19 -0.21
  10-yr Gov’t Bond 0.18 0.76 0.66 0.65   10-yr Gov’t Bond 0.48 1.20 1.03 1.04
  FX Reserves (US$B) 61.2 60.9 59.3 (Aug)   FX Reserves (US$B) 50.5 49.9 46.9 (Aug)

Euro Zone United Kingdom
  Refinancing Rate 0.05 0.05 0.05 0.05   Repo Rate 0.50 0.50 0.50 0.50
  Overnight Rate 0.05 -0.06 -0.14 -0.14   3-mo. T-bill 0.45 0.48 0.50 0.50
  FX Reserves (US$B) 330.9 330.3 322.7 (Aug)   10-yr Gov’t Bond 1.58 2.02 1.83 1.84

  FX Reserves (US$B) 105.8 110.7 117.1 (Aug)

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 0.02 0.02   10-yr Gov’t Bond 2.32 3.01 2.77 2.69
  10-yr Gov’t Bond 0.41 0.47 0.31 0.32   FX Reserves (US$B) 53.8 48.7 47.9 (Aug)
  FX Reserves (US$B) 1216.1 1214.1 1216.2 (Aug)

Exchange Rates (end of period)

USDCAD 1.27 1.25 1.32 1.33   ¥/US$ 120.13 122.50 119.98 120.73
CADUSD 0.79 0.80 0.76 0.75   US¢/Australian$ 0.76 0.77 0.72 0.70
GBPUSD 1.482 1.571 1.554 1.517   Chinese Yuan/US$ 6.20 6.20 6.36 6.37
EURUSD 1.073 1.115 1.130 1.120   South Korean Won/US$ 1110 1115 1163 1195
JPYEUR 0.78 0.73 0.74 0.74   Mexican Peso/US$ 15.264 15.739 16.652 16.956
USDCHF 0.97 0.94 0.97 0.98   Brazilian Real/US$ 3.197 3.103 3.945 3.963

Equity Markets (index, end of period) 

  United States (DJIA) 17776 17620 16385 16391   U.K. (FT100) 6773 6521 6104 6109
  United States (S&P500) 2068 2063 1958 1947   Germany (Dax) 11966 10945 9916 9689
  Canada (S&P/TSX) 14902 14553 13647 13454   France (CAC40) 5034 4790 4536 4481
  Mexico (IPC) 43725 45054 43565 42657   Japan (Nikkei) 19207 20236 18070 17881
  Brazil (Bovespa) 51150 53081 47264 45150   Hong Kong (Hang Seng) 24901 26250 21921 21186
  Italy (BCI) 1273 1238 1203 1162   South Korea (Composite) 2041 2074 1996 1943

Commodity Prices (end of period)

  Pulp (US$/tonne) 980 980 960 960   Copper (US$/lb) 2.74 2.60 2.43 2.31
  Newsprint (US$/tonne) 570 540 520 520   Zinc (US$/lb) 0.94 0.90 0.77 0.75
  Lumber (US$/mfbm) 282 300 251 242   Gold (US$/oz) 1187.00 1171.00 1141.50 1146.65
  WTI Oil (US$/bbl) 47.60 59.47 44.68 45.62   Silver (US$/oz) 16.60 15.70 15.26 14.99
  Natural Gas (US$/mmbtu) 2.64 2.83 2.61 2.54   CRB (index) 211.86 227.17 194.18 195.21

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