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BoC To Further Explain Pause Shift 

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

Canada — BoC To Pause For A While 

We expect the Bank of Canada to keep its overnight policy rate unchanged at 0.75% on Wednesday in a 
statement-only affair with no press conference. We think another cut is eventually in the cards but our best 
guess at this point is that it will arrive in Q3. We take Governor Poloz’s remark that the January cut “buys us 
some time to see how the economy actually responds” to mean at least a two or three meeting rate pause as 
little by way of the uncertainty overhanging everyone’s forecasts will be settled within a few monthly bumps and 
wiggles over a shorter time horizon. That’s particularly likely because we think it will take until mid-year before 
lagging fundamentals begin to more acutely demonstrates weakness.  

First quarter GDP, for example, will not become available until two days following the May 27th BoC meeting 
which, at the time of writing, is where markets have penciled in over-50% odds of the next cut. At present, we 
are forecasting just over 1% annualized growth in Q1. Nearer term, we expect next Tuesday’s 2014Q4 GDP 
print to clock growth of about 2.2%. That would maintain the downward growth trajectory in place since 
growth temporarily peaked in the second quarter of last year (chart1 ). 

With implied probabilities 
drawn from overnight index 
swap (OIS) contracts having 
reduced the odds of a cut 
next week to less than 30% 
at the time of writing or 
about fifty percentage points 
lower than before Poloz’s 
speech and far lower longer 
term (chart 2), where does 
the risk lie?  Combining a 
strong pause signal from the 
Governor with my judgement 
pieced together from a 
variety of perspectives, I 
would think the market odds of a rate cut are still too high and, by corollary, CAD may have further to weaken. 
Following strong pause signals, it is extremely unlikely that the BoC would turn around and cut again next week. 

Secondary factors will include the first merchandise trade figures of 2015 on Friday, a three year auction on 
Thursday, and the continuation of the earnings season. BNS and Canadian Western Bank wrap up bank 
earnings season. Thirty-four firms listed on the TSX release earnings, including names like Linamar, George 
Weston and SNC-Lavalin. 

United States — Most Fed Speakers Lean Toward A Mid-Year Hike 

Top tier macro data risk and generally hawkish Fed-speak will influence the domestic as well as global market 
tone from Monday through to Friday next week.   

Several FOMC officials take turns at the podium next week and the overall bias is likely to be hawkish. Speakers 
will include two voting members (Evans and Williams), two alternates (Mester and George), Dallas Fed 
President Richard Fisher (nonvoting, retiring March 19th), retired Philadelphia Fed President Charles Plosser, 
and former Chairman Ben Bernanke. The broad tone of the commentaries should have a largely hawkish bias 
with the sole exception likely being Chicago Fed President Charles Evans. Here is a run-down of each FOMC 
official’s recent remarks and the broad balance of opinion appears to be in favour of removing ‘patient’ from the 
March FOMC statement to keep a mid-year hike on the table as an option. 

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

Hawks: 

 John Williams (San Francisco, voting): “I wouldn’t want to eliminate the possibility of a rate hike in June” 
and “Around midyear is a good guess for when we are getting around that point that raising rates will be 
appropriate.” 

 Dennis Lockhart (Atlanta, voting):  “All possibilities from June on should remain open.” 

 Jeffrey Lacker (Richmond, voting): “Raising rates in June looks like the attractive option for me.” 

 Esther George (Kansas City, alternate): “modestly tighter policy earlier...could moderate risk-taking and the 
potential for destabilizing financial imbalances to build.” 

 Loretta Mester (Cleveland, alternate): Advocates dropping “patient” in March to keep June on the table. “I 
want June to be a viable option. That is why I would like to see the language change.” 

 James Bullard (St. Louis, alternate): “I would take it out to provide optionality for the following meeting after that” in 
reference to deleting ‘patient’ in March and hiking as soon as June. Also “Some combination” of the 1994 and 
2004-2006 hike cycles “would probably provide the optimal method of returning the policy rate to normal.”   

 Richard Fisher (Dallas, nonvoting): “I wanted it to happen in March, and I lost the argument” regarding the 
first hike. Note that a recent Reuters article flagged a source involved with the search for his replacement as 
stating that they are seeking someone with a similar policy perspective. 

Doves: 

 Charles Evans (Chicago, voting): “We shouldn’t be raising rates before 2016 if things transpire as I’m expecting.” 

 Eric Rosengren (Boston, alternate): “A policy of patience in the United States continues to be appropriate. 
There is insufficient evidence that U.S. inflation is clearly trending toward the 2 percent goal.”   

 Narayana Kocherlakota (Minneapolis, nonvoting): “Given my current outlook for inflation, I anticipate that, 
under a goal-oriented approach, the FOMC would not raise the fed funds rate target this year.” 

The top macro data risk is going to be Friday’s nonfarm payrolls report and the less widely watched ADP 
private payrolls report on Wednesday. We think the economy grew about a quarter million jobs last month and 
the unemployment rate came in around 5.6%. Over the past year, job growth has averaged 267k per month. 
Three of those months were whoppers including last April (+330k), November (+423k) and December (+329k). 
The US economy is well on its way toward full employment with job growth having soaked up most of the idled 
workers within around a year’s time. The broader U6 measure of unemployment that includes underutilized 
workers with part-time jobs or reduced hours has dropped from a peak of 17.1% to 11.3% and is only about 
three percentage points above pre-crisis levels. If the decline of the past year persists in trend terms, then U6 
will be around 9% in a year, while only a portion of the decline in the labour force participation rate within the 
overall population of employment age may gradually come back in tandem with job growth.  

The dollar value of consumer spending will probably come in weak in Monday’s January print, but entirely due to 
price effects such that the volume of spending probably climbed modestly. The Fed’s preferred inflation gauge 
— the price deflator for total consumer expenditures — is likely to come in at around 0% y/y. Within about a 
year when the base effect of lower energy prices shakes out, this measure should rocket back up to 
around 2%. On the theory that a central bank should be capable of looking through base effects and temporary 
distortions in the conduct of monetary policy that operates with 6-12 months lags or longer, it is eminently 
feasible that the Federal Reserve begins to tighten policy around mid-year. 

ISM manufacturing rounds out the top macro hits. The Monday release is expected to hang in around a mildly expansionary 
reading of 53-54 (anything above 50 signals expansion) after declining from the peak of about 58 a few months earlier. The 
new order book is still growing but at a slower pace than throughout the second half of last year. Lower macro risks may be 
posed by construction spending (Monday), factory orders (Wednesday) and merchandise trade (Friday). 

Earnings season is winding down, but there will still be a few gems out next week including Costco, Best Buy, 
Staples, and Warren Buffet’s Berkshire Hathaway. 

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 
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Asia-Pacific — Will Modi Deliver The Goods? 

Those with eyes on India’s markets will want to pay attention to the weekend budget. It has long been 
expected that Prime Minister Narendra Modi’s budget and broader policies will be market-friendly, and hence a 
reason why the country’s stock markets have rallied. The budget speech is always read on February 28th and 
this time that means doing so on a Saturday, with stock markets remaining open on an exceptions basis. Among 
the possible inclusions in the budget are: stronger infrastructure investment; lower food, fuel and fertilizer 
subsidies; easing of the framework for capital injections into banks; and selling some assets. 

Economists are divided on the prospects for a rate cut by the 
Reserve Bank of Australia next week. Roughly half think the RBA 
will stay at 2.25%, and the other half think it will cut to 2%. When the 
RBA cut rates at the last meeting on February 2nd, Governor Stevens 
noted that the A$ “remains above most estimates of its fundamental 
value, particularly given the significant declines in key commodity 
prices. A lower exchange rate is likely to be needed to achieve 
balanced growth in the economy”.  Since then, the A$ has 
strengthened against the majority of major currencies including the 
USD and hence the pegged RMB. Only the NZ$, pound sterling, and 
Norwegian Krone have appreciated versus AUD. Unfortunately, Q4 
GDP figures land the day after the RBS meeting, but the quarterly 
growth rate is expected to come in a bit firmer (+0.6% q/q non-
annualized) than the prior quarter. Australia also releases retail sales 
and trade figures after the RBA. 

Post New Year liquidity draining exercises by the People’s Bank of China will be a seasonal focal point 
in Asian markets over coming weeks. Chinese markets are now back in full-swing following the Lunar New 
Year festivities, but that doesn’t mean the data distortions are over just yet. As much as the run-up to the holiday 
meant a cash squeeze, the wind-down of the holiday period implies there is excess liquidity in the system that 
needs to be soaked up. As is the norm, we should expect the PBOC to fairly rapidly drain liquidity by, at the 
minimum, temporarily halting reverse-repo activity. On net, these pre- and post-holiday celebrations tend to 
equal out and should be mostly interpreted as a seasonal routine as opposed to policy shift (chart 3). That said, 
the additional liquidity will probably help to calm interbank rates which have been gradually climbing since Nov 
21st when the PBOC cut interest rates and bank net interest margins began getting squeezed.  

Chinese macro data could be relevant in the context of whether the state’s manufacturing PMI follows the 
unexpectedly higher private sector version of the purchasing managers’ index.  Inflation updates may figure 
prominently in some markets including Thailand, South Korea, Philippines and Indonesia and several of these 
countries are likely to witness modest further downward pressure. Bank Negara Malaysia is expected to keep its 
overnight rate unchanged at 3.25%. 

Europe — By How Much Might The ECB Revise Growth Higher? 

Central banks will headline an otherwise light European calendar. More optimistic forecasts from the European 
Central Bank could dominate attention on European markets next week. The ECB is expected to revise growth 
higher and perhaps flag lessened downside risks. Lower bond yields, lower energy prices and the lagging 
effects of past euro depreciation may all be positive for Eurozone GDP growth while headline inflation recovers 
into year-end. No policy change is expected in Thursday’s Bank of England announcements for the bank rate 
and asset purchase target. Governor Carney recently remarked that “You will likely have scenarios where the 
economy is operating at potential and inflation is at target and the appropriate level of bank rate to keep the 
economy there is much lower than it was previously.”  

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 
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Still Waiting For More Economic Traction 

Global growth is still on track to essentially repeat last year’s cycle-low 
gain of just over 3%. The uninspiring performance reflects the 
continuing sub-par pace of activity in many parts of the world, weak 
commodity markets — especially for energy and metals — emerging 
deflationary conditions in some countries and regions, as well as the 
dampening effect caused by structural reforms in a number of nations.  

Expectations remain high that the U.S. economy will continue to generate 
improved growth, with increasing household and business activity and a 
strong U.S. dollar lifting demand for imports from around the world. A 
number of countries, such as the U.K., India, Thailand and Indonesia, 
should post reasonably good output gains, while the euro zone and Japan 
are likely to report more modest advances. China is expected to remain a 
relatively solid performer, though the pace of growth should slow further as 
the economy continues to transition away from government-financed 
investments and construction-related activity. The majority of nations 
around the world, however, are likely to record comparatively moderate 
growth rates. Some countries, Russia, Brazil, and Venezuela for example, 
are in recession.  

Looking ahead, the combination of stronger U.S. growth, the boost to spending power from sharply lower crude 
oil prices around the world, and more aggressive monetary easing and weaker currencies outside the United 
States, should be supportive of improving conditions. Nevertheless, the generally mixed reports in many 
countries so far this year highlight the inability of the global economy to generate and sustain increased traction. 
For many commodity-sensitive exporting countries — Canada, Mexico, Colombia, and Australia for example —  
sharply reduced crude oil investments have exceeded the spending gains of households and businesses, and 
the rebalancing towards expanded manufacturing and service activity in response to stronger U.S. growth and 
weaker local currencies. 

Headline inflation pressures continue to abate in most countries in response to the halving of world oil 
prices and the continuing economic underperformance globally. Price trends have moved sharply lower in 
China, while deflationary risks have increased in more and more of the world’s underperforming countries 
where there is considerable slack, such as in the euro zone and Japan. Core consumer price trends, 
especially in the advanced economies, have begun to sag because of the dampening effect of lower oil 
prices working its way through the supply chain, and the lack of appreciable wage gains. Differential price 
performances also reflect the major currency shifts underway. For example, the strong U.S. dollar and 
sterling will restrain imported inflation, while the weaker euro, yen and Canadian dollar will add to some 
imported price pressures. 

Both short- and long-term interest rates are expected to remain historically low. Many central banks around 
the world, including Canada, are easing policy in a bid to offset the softening trend in growth and inflation. 
Most currencies have weakened vis-à-vis the U.S. dollar, with local stock markets supported by the 
abundant liquidity which central banks have provided to revive sluggish global growth. The U.S. Federal 
Reserve is poised to raise interest rates, though the timing and extent of the renewed tightening will depend 
upon the strength of the economic rebound and signs that the reduced employment slack is beginning to 
pressure wages. 

Geopolitical issues remain the wild card in the outlook. The growing anti-austerity backlash in the euro zone 
threatens the region’s integrity. Problems in the Ukraine have intensified the strains between Russia and 
the West. The rise in international terrorism along with cybersecurity threats have added to the heightened 
level of uncertainty worldwide.  

Aron Gampel 416.866.6259 
aron.gampel@scotiabank.com 
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Fundamentals Underpin Expectations Of USD Strength 

Uneven monetary policy dynamics in the advanced economies, incipient stability in investor-sensitive 
commodity prices, intense focus on guidance from the US Federal Reserve regarding monetary policy 
normalization, and relative de-escalation of financial and military tension in developing Europe have translated 
into range-trading dynamics in G10 currencies with a sharp reduction in global foreign exchange market 
volatility. Global disinflationary pressures, modest growth, and heavily involved central banks are core market 
themes while ECB policy spillover continues to be a major market driver. The stabilization of crude oil prices is 
helping commodity-sensitive currencies recover some of the lost ground. 

A broad-based move in favour of the US dollar (USD) remains in place, and it remains the world’s preferred 
reserve asset in times of stability and distress. We maintain our view that growth and interest rate differentials 
coupled with systemic liquidity provided by the deep US (debt and equity) securities markets provide a 
powerful magnet to prolong the US dollarization of investment portfolios in the coming months. The USD has 
rallied, weighing on the earnings of multinationals and exports; however, the broad US economy is stronger 
and less reliant on exports than most. In addition, the drop in oil prices is stimulative, helping to offset the 
weight of the USD, leaving the US in a unique position to withstand the impact. 

The Canadian currency environment remains strongly influenced by the economic and monetary conditions in 
the US as well as the effects of energy price adjustments. The Canadian dollar (CAD) is struggling with the 
impact and uncertainty of lower oil prices, a dovish central bank, and a softening in the economic backdrop. 
The bulk of CAD weakening has already taken place; however, we expect fresh lows later this year. The CAD 
will remain influenced by growth and interest rate differentials with the US.  

The euro (EUR) has temporarily stabilized with the currency constrained by the offsetting forces of negative 
interest rates, the ECB’s bond buying program, and an improvement in near-term growth indicators. The 
British pound (GBP) is expected to hold its own against the USD, as the fundamental picture is more 
encouraging than most and the BoE’s next policy action is likely to be a tightening. 

The Asian currency environment does not offer a uniform trading pattern. The Japanese yen (JPY), the 
regional benchmark currency, seems to be locked in a well-established trading range over the past three 
months, with positive stabilizing effects into the Korean won (KRW). Inflationary pressures in Japan have 
softened, leaving the BoJ vulnerable to considering more aggressive policy and likely keeping a undertone of 
JPY weakness into year-end. The most important regional development is the steady depreciation of the 
Chinese renminbi (CNY) since November 2014 implying shifts in capital flows dynamics and a somewhat 
decelerated economy; USDCNY traded as high as 6.26 recently, from 6.11 at the end of October. The outlook 
for CNY remains fundamentally constructive; however, authorities are likely tolerating temporary weakness in 
the context of the broad USD environment. On a positive note, the Thailand baht (THB) has appreciated 
versus the USD on the back of increasing signs of economic recovery and more stable domestic political 
conditions.  The outlook for the Australian dollar (AUD) is dependent on a combination of fundamental 
developments, RBA policy and the broad move in the USD. In this environment we expect that the bulk of 
AUD weakness has already occurred but that the currency will continue to trend lower into year-end. 

Investor sentiment towards emerging-market currencies will remain centred on the timing of US Federal 
Reserve policy shifts as well as growth dynamics affecting China’s economy. In Brazil, intensifying economic 
stress compounded by the financial implications of a serious corruption scandal affecting the state-owned oil 
firm (Petrobras) has deepened a bearish sentiment in the Brazilian real (BRL). Mexico is not growing at its full 
potential, despite evidence of strengthening activity in construction, manufacturing, and exports. The oil price 
shock helped ease inflationary pressures somewhat, but the sharp devaluation over the past months placed 
the central bank in vigilant mode while reducing 2015 growth estimates to the 2.5-3.5% range. The Mexican 
peso (MXN), currently immersed in a range-trading path, may receive a positive boost in the months ahead. A 
pre-emptive monetary tightening (ahead of the Fed) has emerged as an option to be contemplated by the 
Mexican central bank. 

 Camilla Sutton 416.866.5470  
camilla.sutton@scotiabank.com 
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Commodity Prices Fall Below April-2009 Recessionary Low  

 U.S. dollar strength pulls down some commodity prices (e.g. newsprint & pulp).   

Scotiabank’s Commodity Price Index plunged again in January 
— dropping below the April-2009 low during the ‘Great 
Recession’ (-8.6% m/m, -27.9% yr/yr). Commodity prices are now 
at levels last seen in January 2007.  

While global economic conditions are better than in 2009, an 
extended period of sub-par world GDP growth — stuck at just 
over 3% per annum since 2012, in an environment of capacity 
expansion in oil and some material industries — has triggered 
intensely competitive global markets, taking the ‘steam’ out of 
commodity prices. A fight for market share is currently underway in 
oil, while the world’s four major iron ore producers have gone ahead 
with capacity expansion to deliberately force out high-cost 
producers. The recent spike in the U.S. dollar against most 
currencies has also been ‘deflationary’, with some commodity 
prices actually dragged lower in dollar terms. Newsprint is a 
good example. The collapse of the Russian rouble (-43% since 
August 18, 2014) — linked to declining oil prices and Western 
sanctions — has enabled Russian newsprint producers to 
significantly discount dollar prices in Asian markets, checking Canadian and U.S. newsprint exports to 
Asia and pulling down North American prices. Newsprint prices in India and Hong Kong are currently US$55 
and US$95 per tonne lower than in the United States.   

The Forest Products Index lost ground in January (-1.4% m/m, -5.2% yr/yr). While producers of 
supercalendered paper (used in magazines, newspaper inserts & advertising fliers) implemented a US$15 
per short ton price increase to US$785 in the United States, this gain was countered by slightly lower lumber 
& OSB prices.  

After eighteen months of price stability, newsprint prices in the Eastern U.S. market (48.8 gsm) dropped 
to US$590 per tonne, the third consecutive monthly decline from US$605 in October. Significant Canadian 
& US mill closures since September — alongside contracting newspaper demand (-8.3% in 2014) — have 
tightened North American supplies. However, Russian price discounting in Asia has indirectly pressured 
prices. A total of 695,000 tonnes of Canadian newsprint capacity (16%) has closed permanently in the past 
six months, including the Iroquois Falls mill in Ontario and machines at Clermont, Baie Comeau and 
Bromptonville in Quebec. On a more positive note, Canadian dollar depreciation enabled Canadian mills 
to increase their share of a shrinking U.S. market in 2014 from 50% to 56%. However, overseas market 
share has been lost to Russia. (US dollar strength will reduce the competitiveness of the U.S. paper & 
paperboard sector in overseas markets and may well limit dollar price increases for linerboard. Russian 
producers are discounting NBSK pulp prices in China.)     

The Canada-U.S. Softwood Lumber Agreement — which came into force on October 12, 2006 for a 
seven-year term and was extended for two years — is due to expire in October 2015. Renegotiation will 
likely prove contentious, as always. The U.S. Lumber Coalition wishes to re-examine the terms of the 
agreement, while Quebec producers feel they should now be exempt from border measures due to changes 
in forestry practices made in 2013. With the Random Lengths Framing Lumber Composite price above 
US$355 per mfbm, border taxes and quotas have not been applicable to Canadian exports for the past 16 
months. Lumber prices are currently lacklustre at US$313 per mfbm, but very lucrative in Canadian dollars 
($393). Canada’s lumber shipments to the United States increased 11% in 2014, but declined by -3% to 
China. Again, Russia boosted its Chinese market share in logs & lumber last year, with exports up 12%.    

  

Patricia Mohr 416.866.4210 
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February PMI Readings Expand In Most Major Economies 

 Service sector outperforms, manufacturing remains mixed. 

Advanced Purchasing Manager Indices (PMIs) released over the last week 
show a pick-up in overall business activity in the euro zone, the United 
States and China, but slower growth in Japan. With most major economies 
reporting solid growth in services and tepid growth in manufacturing, on 
balance, global PMIs are likely to see a modest improvement in February.  

The euro zone composite (services & manufacturing) output index exceeded 
expectations and expanded to 53.5 in February, from 52.6 the previous 
month (a reading above 50 indicates expansion, below 50 indicates 
contraction). The services industry propelled growth with a 2.2 point gain to 
53.9, while manufacturing edged marginally higher to 51.1. The European 
Central Bank’s recently announced bond-buying program has renewed 
business confidence, leading to the largest increase in new orders since last 
July, and the longest backlog of unfilled orders since 2011. The influx of new 
business has led to increased hiring across a broad range of firms, especially 
in services. Input costs and selling prices retreated further in February, with 
falling energy prices reducing the overall euro zone CPI to a record low of -
0.6% y/y. France’s services activity index jumped to a 42-month high of 53.4 
from 49.4, while the manufacturing index fell 1.5 points to 47.7. On balance, 
French composite PMI climbed into expansionary territory at 52.2. German 
output was the strongest in seven months — 54.3 in February, up from 53.5 
in January — although manufacturing activity remained flat at 50.9. These 
upbeat readings from the euro zone’s largest economies are promising, 
although gains were largely driven by lower prices and by consumer 
spending, and manufacturing stagnation remains a concern.      

PMI readings in the United States picked up in February despite record 
low temperatures and heavy snowfall over much of the Northeast and 
Midwest, and a 9-month labour dispute involving over 20,000 west coast 
dockworkers that has sent exports from California ports plunging to 6-year 
lows. A tentative labour accord between the dockworkers union and 
several shipping companies was signed last week, likely boosting exports 
over the next several months as shipping backlogs are cleared. U.S. 
activity has outpaced that of its peers since the start of 2014, although the 
gap shrunk in the second half of last year. New orders have expanded every month since late 2009, although 
February’s rate of growth was the slowest in over a year. Headwinds to the outlook include a further drop-off in 
demand from oil and gas projects, and a strong U.S. dollar crimping export earnings, but are unlikely to 
outweigh strength from the manufacturing sector and increasing consumer spending. 

China’s PMI index edged up to 50.1, the highest since last October, but underlying details reveal weakness in 
exports and manufacturing, as well as falling prices. Moreover, with the slowdown in factory activity, the PMI 
employment index has fallen every month since October 2013, prompting further policy support in the form of a 
reduction in corporate tax burdens. The Chinese government is also attempting to spur output by investing in 
around 100 hydroelectric plants, with funding to be allocated later this year. 

Japanese manufacturing activity continued its expansion in February, but dipped 0.7 points to 51.5, the lowest 
level since last July. Despite negative GDP growth in the second and third quarter of last year, Japan’s PMI 
index has remained above 50 every month since June 2014. This partly reflects strengthening exports, 
especially to the United States, boosted by yen depreciation against most major currencies, making Japanese 
goods more competitive in the international market.       

Neil Tisdall 416.866.6252 
neil.tisdall@scotiabank.com 
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Flexible Rules Of Origin Needed To Accommodate Global Supply Chains 

 Canada-EU free-trade agreement provides a modernized approach to rules of origin. 

Preferential free-trade areas (FTAs) rely on so-called “rules of origin” to determine whether goods qualify for 
duty-free access across international borders. In essence, rules of origin ensure that goods originating from 
within an FTA receive preferential treatment while goods from outside the FTA pay a higher tariff. Intended to 
promote freer trade, rules of origin can have the perverse effect of restricting trade in cases where supply 
chains are global. This is the case when a product manufactured within a FTA is mostly sourced with 
components from outside the FTA and does not have sufficient domestic content to qualify under the rules of 
origin for preferential trade. This can lead to either inefficient sourcing from within the FTA or foregoing the 
benefits of duty-free trade.     

The Canadian automobile industry provides an example. Under the Comprehensive and Economic Trade 
Agreement (CETA), Canadian vehicles will qualify for duty-free export to the EU, avoiding a 10-22% tariff duty, 
so long as 50% of vehicle content originates within Canada (falling to 45% over seven years). However, the 
Canadian automobile industry is highly integrated into a global supply chain with the result that this threshold 
is often not met. One measure of the industry’s globalization is its manufacturing intensity (top chart). The 
value added by the Canadian auto industry in the process of assembly stood at 16.5% in 2012, down from 
21.4% in 2004, significantly below the average Canadian 
manufacturing intensity of 32.6%. In effect, depending on the 
Canadian content of the parts sourced for a particular vehicle, 
Canadian content may be below 20%.    

CETA accommodates the global supply chain of the Canadian 
auto industry by supplementing the 50% Canadian content 
requirement with a quota, allowing Canadian manufacturers to 
export 100,000 vehicles per year duty-free so long as the 
Canadian content is at least 20% (net cost of vehicle). Considering 
that Canada exported only 13,000 vehicles to the EU last year, 
this quota can be considered generous.    

Another example of flexibility in CETA’s rules of origin is to allow 
for a review of domestic content requirements to ensure they do 
not inadvertently restrict global sourcing and/or re-introduce 
inefficiencies. This illustrates the growing need for rules of origin to 
perform a balancing act: to achieve 
the legitimate objective of limiting 
preferential trade to members of the 
TFA, while also respecting 
increasingly global value chains.  

By contrast with CETA’s flexibility, 
rules of origin in the 21-year old 
NATFA agreement currently rank as 
among the most restrictive based on 
a sample of 27 FTAs (bottom chart). 
A NAFTA overhaul to modernize 
rules of origin and, possibly, to adopt 
a common North American 
negotiating position in future trade 
negotiations would support and 
enhance North American 
competitiveness.   

Colin White 416.866.4214 
colin.white@scotiabank.com 
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The Next Bank Of England Rate Move 

If you believe the newspaper headlines, you would be forgiven for assuming that the next move in Bank Rate is 
down, not up. A prominent headline in The Times’ iPhone app on February 25th focused on Governor Carney 
saying at the February 24th hearing in front of the Treasury Select Committee that a rate cut is possible. There 
was even a typo in The Times’ article saying that most economists expect the Bank to start ‘cutting’ rates next 
year. In fact, the majority of economists (all economists in the latest Reuters poll) expect a hike, not a cut. 

Anyway — my point is the papers should not be focusing on this; they should focus on what MPC member 
Kristin Forbes said in her speech yesterday. More specifically, Forbes talked about the risks of keeping interest 
rates low for too long. Of the six themes that she discussed, three suggested that prolonged low interest rates 
could present moderate but manageable risks, but things could deteriorate quickly. The other three were much 
harder to gauge. The key risks from prolonged low interest rates that were cited were: 

 Inflation pressures; 

 Asset bubbles and financial vulnerabilities; 

 Limited tools to respond to future challenges; 

 Inefficient allocation of resources and reduced productivity; 

 Vulnerabilities in the structure of demand (i.e., encouraging consumer spending, but possibly 
exacerbating the current account deficit); and 

 Higher inequality. 

Some of the most compelling points to us were: 

i) The recent pickup in wages has not been matched by a corresponding increase in productivity, so 
this should support a pickup in inflation; 

ii) Low interest rates can encourage a ‘search for yield’ and potentially create bubbles. The FPC is 
the first line of defence on this front, allowing the MPC to focus on inflation. However, the MPC 
may have to step in at some point; 

iii) Past policy easing phases to address slowing growth have averaged 380bp. The BoE has less 
than 100bp of conventional interest rate ammunition should a downturn materialise; 

iv) A prolonged period of near-zero interest rates can allow inefficient companies to survive and curtail 
‘creative destruction’. This misallocation of capital could be responsible for sluggish productivity growth. 

Fighting the tide 

Some have argued that when most other major Central Banks are easing policy — can the BoE really resist 
such a move and, moreover, move in the other direction? Forbes addressed this issue. She noted that one of 
the risks of prolonged low interest rates is that it encourages risky search for yield. One of the consequences of 
policy easing overseas is it may intensify the search for yield into the UK from overseas and could amplify 
financial sector risks. She noted that the FPC measures may not be sufficient to address this. Monetary policy 
may be required to address this. Forbes didn’t explicitly say that the monetary policy response would be a hike, 
but that would be my interpretation since the aim is to reduce financial sector risks. But I acknowledge that some 
would suggest that lower interest rates could also deter these ‘search for yield’ capital inflows. My interpretation 
is that policy loosening overseas could actually encourage the BoE to hike, not to cut. 

Witch Dove Hunting 

Another issue that came out of yesterday’s BoE treasury select committee hearing was a hunt for the ‘dove’. Who 
exactly is this ‘one member’ that thinks that the next move in policy is as likely to be an easing as tightening?   

All 4 members in front of the TSC (Carney, Broadbent, Weale and surprisingly Miles) pleaded not guilty. Given 
the tone of Forbes’ speech, we sincerely doubt that she is the secret dove. We know Ian McCafferty is hawkish, 
so that leaves Haldane, Shafik and Cunliffe. The fact that it is probably a Bank insider — and a symbolic one at 
that — i.e., chief economist or deputy Governor probably explains the secrecy. 

  Alan Clarke 44.207.826.5986 
alan.clarke@scotiabank.com  
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Brexit — Just 17% Probability? 

What is all the fuss about? 

Yesterday, Open Europe, the influential think-tank, unveiled its Brexit Barometer. It showed just a 17% 
probability of the UK leaving the EU. In light of such a low figure, you could be forgiven for asking “what 
is all the fuss about?”. The following is a summary of what was said at their event last night. 

 You have to think of this barometer like an accumulator bet based on 3 unknowns: 

i) the winner of the General Election 

ii) will they hold a referendum (Tory coalition not guaranteed to do so if their future partners 
resist) 

iii) will voters vote in or out? 

 After the election, that barometer will swing a lot depending on who wins. At the moment, 
Ladbrokes betting odds put chance of holding a referendum at just 40%.  

 The latest YouGov poll has shown a sharp swing of late in voter opinion - it now shows 45% to stay 
in the EU vs 35% who want to leave. Why the change of heart? It could be that the eurozone 
recovery is looking better and the crisis less severe. However, the Greek situation undermines that 
theory a little. It could be that most politicians in the spotlight have been talking up staying in 
Europe. Polls show that support to stay in the EU has risen at the same time as support for the UK 
Independence Party has gone up — perversely. The Marmite (love them or hate them) party could 
have actually provoked pro-in sentiment. 

 The lessons from the Scottish referendum will be crucial if we get to a referendum. The undecided 
voters are likely to be very important. Typical behaviour is that if someone is in doubt they tend to 
vote with the status quo. It is likely that the ‘stay in’ camp will pursue project fear — highlighting all 
the negatives of leaving, but trying not to overcook the negativity that we saw in Scotland.  

 If the UK votes to leave the EU under a coalition involving the SNP, Scotland might decide to hold 
a vote to leave the UK (since Scotland are more pro-EU than the English). [I’m not convinced this 
will happen since the SNP have said that they are unlikely to get into bed with the Conservative 
party — who have been pushing for a referendum. This situation would only arise if Labour 
wobbles and promises a referendum during the General Election campaign]. 

 Timing: Betting odds for a referendum during 2016 are 10:1 vs 7:4 for 2017. 2017 is the more 
popular bet because David Cameron said a vote will be held by 2017. However, there has been 
pressure (from Boris Johnson among others) to hold a vote sooner — so don't rule out 2016. 

 To convince voters to stay in, Cameron has to convince people that he got a good deal and got 
changes in UK's relationship with Europe. But he will struggle to ‘blag’ it; he has to get some 
substance. 

 One tactic that the out camp might pursue during a referendum campaign could be to suggest that 
if the UK stays in the EU, we might have to join the Euro!! 

  Alan Clarke 44.207.826.5986 
alan.clarke@scotiabank.com  
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Latin America Week Ahead: For The Week Of March 2 - 6 

Next week’s main event will likely be the release of non-farm payrolls in the US which, next to US CPI, is likely 
to be the main indicator for global markets over coming months. Our G10 team’s take is that continued >200k 
payrolls, and a stabilization of inflation data is likely enough to support a June liftoff from the Fed, although the 
pace following the initial hike will likely be cautious. Our sense is that the pace of the hikes is likely to be the 
most relevant factor for the performance of LATAM markets, rather than the timing of the first hike, although 
we could still see a knee-jerk reaction to a first move. It is worth noting that in the last Fed tightening cycle, 
LATAM FX sold off heading into the move, but rallied during much of the cycle. We believe something similar 
could happen this time around, with the “inflows into EM funds” potentially supporting that view.  

In addition to non-farm, we are set to get a number of PMIs releases, as well as the Fed’s Beige Book. With oil 
prices having stabilized somewhat, the Fed has come back into focus, meaning LATAM FX correlations with 
the S&P500 and, to a slightly lesser degree, the slope of the US yield curve have come back to the fore — 
which to us suggests markets are firmly on Fed watch mode.  

Week-ahead views: 

Brazil (BRL): Yesterday’s fiscal result for the central government’s primary surplus was modestly worse than 
consensus, printing at BRL10.4bn, vs consensus BRL12.7bn. The slight miss did not materially affect 
Brazilian assets, but focus will likely be strong on today’s broader primary surplus result (consensus is looking 
for a BRL17.0bn primary surplus). There is some concern over 3 looming risks that could put further pressure 
on public finances: 1) a potential complication in Petrobras, which could lead the government to have to step 
in financially, 2) a possible recession, and its adverse impact on tax collection, 3) political gridlock. Two 
important risks that could derive from missed fiscal targets are: 1) making the inflation-fighting job by the BCB 
tougher, 2) potentially driving credit rating downgrades. From Moody’s comments, a key threshold that seems 
like the trigger that could drive a loss of investment grade ratings would be an increase in public debt to >70% 
of GDP. 

On the monetary policy front, for next week’s BCB COPOM meeting, consensus (and DI rates) have 
converged to the view that an acceleration in the tightening pace will take place, with the board deciding to 
deliver a +50bps hike to the SELIC. We agree the BCB looks set to accelerate the pace of its tightening, and 
our base case is they hike +50bps, but we don’t discount the possibility a larger-than-anticipated hike is 
delivered in order to “get ahead of expectations”. In addition to the BCB’s COPOM, we also have a number of 
tier-1 indicators, covering the majority of major issues in the economy, featuring industrial production,  IPCA 
inflation, the HSBC manufacturing, services & composite PMIs, as well as the trade balance.  

Chile (CLP): Today’s Chilean data releases came in a little softer than anticipated (retail sales  +1.8% y/y vs 
consensus +2.5% y/y, and manufacturing production printed at +1.0% y/y vs consensus +1.1% y/y), 
highlighting that although the slowdown seems to have bottomed, the economy is still weak on the back of 
higher taxes, lower commodity prices, and relatively weak confidence. The relatively soft economic 

Eduardo Suárez 416.945.4538 
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Baltic Dry 

Index

DXY 

index

BRL ‐15.6% ‐14.2% ‐3.0% ‐26.4% ‐13.9% ‐9.4% ‐19.9% ‐16.2% 15.9%

CLP ‐20.8% ‐17.3% ‐31.5% ‐40.2% ‐3.2% ‐24.7% ‐1.7% ‐10.6% 12.5%

COP ‐29.9% ‐42.3% ‐31.3% ‐46.5% ‐30.4% ‐14.6% ‐7.2% ‐7.9% 17.6%

MXN ‐32.1% ‐42.3% ‐11.4% ‐40.8% ‐39.5% ‐12.0% ‐6.6% ‐13.6% 27.5%

PEN ‐23.6% ‐2.1% ‐12.7% ‐26.4% 3.8% ‐7.2% ‐3.5% ‐11.1% 17.1%

Source: Bloomberg, ScotiaFX Strategy.
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performance is expected to be supported by next week’s economic activity data for January, which is 
expected to show a +2.9% y/y expansion.  In addition, nominal wages will be an important indicator to watch, 
as the labour market seems to be one of the sole indicators that remains robust (the data for December 
showed wages rising +7.2% y/y). Finally, we also have CPI data next week.  

Today’s minutes release showed the board believes recent economic data has been in line with the central 
bank’s predictions, which we agree with, but we sensed a higher degree of concern over inflation dynamics 
than in the previous meeting. One of the interesting elements of the central bank’s discussion is that the board 
seems to continue to see FX-inflation pass-through as a major risk, and there seems to be some growing 
concern about inflationary inertia delaying the return of inflation towards its target. However, despite the  
higher degree of concern over inflation, none of the board members seemed to see hikes as a near-term 
option, with most of them discussing the central bank’s options as either cutting or unchanged, but all board 
members signaling that inflation dynamics and tight labour markets mean no cuts can likely be delivered in the 
near term. 

Colombia (COP): Next week’s data pipeline is relatively shallow, with CPI being the major release. 
Consensus looks for inflation to accelerate to 3.89% (from 3.82% y/y last month), with the latest statement 
from BanRep flagging food prices as the main culprit. BanRep does not seem particularly concerned about  
FX-inflation pass-through, which it described as “partial and temporary”,  and our sense is that its tone is 
relatively neutral, but inflation data is worth watching for signs of what direction the next policy shift will be 
towards. As we have repeatedly mentioned, our sense is the economy is set to decelerate faster than 
authorities’ forecasts contemplate, which suggests easing could be the next bias shift, but our sense is there 
are 2 reasons that may prevent this: 1) potential GDP is likely to be lower (which Governor Uribe has flagged 
as well), and 2) with the Fed seemingly set to kick-off its own rate hikes, we are skeptical that LATAM CBs 
have gained enough policy degrees of freedom to go in the opposite direction. 

Mexico (MXN): An important item to look out for today is the release of the details for the second stage of 
“round 1”, where the government will reportedly announce the details of a number of areas (earlier reports had 
said 10-15 areas) containing proven oil reserves. Interest in the bidding process looks fairly robust, with 26 
companies so far having been granted access to the data room for the first stage of the process (the list of 
companies that have been granted access is here), with an additional 6 having requested access.  

In next week’s data pipeline, our focus will be on the PMI releases (HSBC Mexican manufacturing PMI, IMEF 
manufacturing & non-manufacturing PMIs), as well as consumer confidence data, where we hope to get 
additional evidence that consumers are gradually turning more supportive for domestic demand. 

Mexico’s FinMin announced it has now funded about 85% of its annual financing needs, with about US$1bn of 
additional issuance left to complete. According to Public Credit head Diaz de Leon, the country is analyzing 
what currency the remaining issuance will take place in. On the drug war front, “el Universal” reported the 
capture of Servando Gomez Martinez (“La Tuta”), leader of the “Knights Templar” cartel. According to local 
media, we will also see a reshuffle of the country’s security cabinet today, although the information has not 
been officially confirmed. 

Peru (PEN): The BCRP is scheduled to release inflation data on Sunday, with consensus looking for a decline 
in inflation back within the target range, to 2.8%. Above-target inflation seems to have kept the central bank’s 
finger off the “cut” trigger in the last meeting, but the bias is still towards additional easing. On this front, we 
see the reserve requirement cut the central bank delivered yesterday as an indication that as long as inflation 
continues to fall, a cut is likely to come over the next couple of meetings. In the statement we got announcing 
the reserve requirement adjustment, the central bank said the measures were aimed at injecting additional 
liquidity of PEN572mn into the financial system, in order to boost credit. 
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Key Data Preview  

CANADA 

GDP numbers for Q4 should show a modest increase on the order of 
2.2% q/q annualized on the back of a solid 2.5% q/q annualized rise in 
retail spending. Aside from the consumer strength though, there isn’t a 
whole lot to commend Q4 Canadian GDP. The trade numbers were a 
mess, with import volumes higher by 1.1% q/q annualized and export 
volumes lower by 2.9% q/q annualized, while manufacturing volumes 
fell by 2.7% q/q annualized. Hours worked were up by 1.6% q/q 
annualized, further dampening our enthusiasm. 

Trade data for January may also be soft, and we’re anticipating a 
deficit of $1 billion on lower oil prices, particularly lower prices for the 
heavy oil that Canada exports (see chart). The C$ depreciated quite a 
bit in January, which could boost import costs and, as Canada is in a 
position of trade deficit, the higher import prices will outweigh the 
increase in the realized C$ export haul. New orders of manufactured 
goods in December were also soft, pointing to likely weakness from 
that channel, and the U.S. vehicle production sector cooled in January, 
with production dipping moderately, implying that the Canadian vehicle 
parts trade may also be on the soft side.  

UNITED STATES 

We’re looking for a solid nonfarm payrolls print in the 255k area for 
February, a bit lower than recent lofty levels (336k/month over the 
prior three months) but still quite strong. Our rationale for expecting a 
drop-off includes a moderate rise in initial jobless claims during the 
first couple weeks of February and the unlikelihood that the labor 
market can sustain what amounts to a near-record level of gains, 
particularly given the fact that while we think that the underlying 
impulse for GDP growth is strong, we don’t think that it is off the 
charts — rather, we see it running in the 3% area, nowhere near 
strong enough to sustain employment gains in excess of 1 million/
quarter (see chart). The good news is that job openings registered in 
December continued to climb to record levels, pointing to a still 
healthy and not over-supplied labor market, so employment gains 
can well continue, if at a moderated clip. We think the unemployment 
rate is due to drop a tick to 5.6% after a wave of entrants to the labor 
force pushed it up to 5.7% in January. 

Trade data could well bring a very narrow trade deficit as west coast ports experienced labor strife that probably 
limited the extent of import receipts in January (and for that matter, during much of February). The net should 
leave the trade deficit narrower in January by a considerable margin. On top of that, gasoline prices fell in January 
to what look for the moment to be their lows, and the massive surge in oil imports in December amidst the price 
decline is unlikely to be repeated. A stronger USD in January should also mitigate import cost downside. 

Personal income numbers should show a solid rise for January, and we’re looking for a +0.5% m/m increase 
after aggregate wages were up very solidly on the month (+0.7% m/m). A steep drop in retail trade of -0.8% 
m/m should result in a drop in consumer spending on the order of -0.3% m/m due to the different product mix 
in the personal spending number, although watch for this to be cushioned in real terms as we think that the 
PCE deflator probably fell on the order of -0.5% m/m.  

Dov Zigler 212.225.6631  
dov.zigler@scotiabank.com                    

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 

Frances Donald 416.862.3080 
frances.donald@scotiabank.com                                                    

A1 

-10

-8

-6

-4

-2

0

2

4

6

8

10

-2000

-1500

-1000

-500

0

500

1000

1500

2000

03 08 13

NFP, Quarterly Change (LHS)
GDP, Q/Q (RHS)

Payrolls, Q/Q,
Thousands

Source: BEA, BLS, Scotiabank Economics

U.S. GDP vs. Non-Farm Payrolls
Jobs Outpacing GDP

GDP, Q/Q %

20

30

40

50

60

70

80

90

100

09 10 11 12 13 14 15

WCS

USD/Barrel

Source: Bloomberg, Scotiabank Economics

Western Canada Select

 



Economics 

Global Views 
  

February 27, 2015 

15 

 

  

… continued from previous page 

EUROPE 

The initial euro zone CPI inflation estimate for February will be 
released on March 2nd. In line with the improvement seen in 
incoming national inflation data from Germany, Italy and Spain, we 
anticipate that the euro zone will also experience easing deflationary 
pressures in February to -0.3% y/y from -0.6% y/y in January. This 
reflects the rebound in gasoline prices taking place in parts of the 
region as well as rising food prices, which have been bolstered by 
the adverse impact of colder weather. Despite the improvement, we 
continue to expect that deflationary pressures will persist over the 
coming months and that inflation will remain well below the 
European Central Bank’s inflation target of close to, but below, 2% 
y/y through 2016.      

LATIN AMERICA 

Peru, Colombia, Chile, and Brazil will release February inflation 
figures on March 1st, 5th, 6th, and 6th, respectively. In Peru, inflation 
has been trending down since early 2014 and February data are 
likely to come in around 2.8% y/y (from 3.1% in January). In 
Colombia, we expect price gains to accelerate slightly to 3.9% y/y 
(from 3.8% in January) on the back of a weaker peso and ongoing 
difficulties stemming from the oil price collapse. In Chile, the central 
bank had cut interest rates by 200 basis points between October 
2013 and October 2014. Monetary authorities have since held the 
policy rate steady as inflation is expected to ease, and we anticipate 
inflation to come in at 4.2% y/y in February, down from a multi-year 
high of 5.7% in October 2014. In Brazil, inflation is likely to 
accelerate further in February to 7.5% y/y (up from 7.1% in January) 
as the government increases regulated prices for fuel and electricity.  

ASIA 

Australia will release fourth quarter GDP data on March 3rd (EST). 
Despite the adverse impact of lower commodities prices, particularly 
in respect to iron ore, Australia will maintain relatively favourable 
domestic growth dynamics through 2016. We estimate that real 
GDP expanded by 2.6% y/y in the fourth quarter of 2014 — slightly 
down from 2.7% y/y in the July-September period — taking 
economic growth to 2.8% in 2014 as a whole. The combined effects 
of strong house price gains, lower oil prices, and accommodative 
monetary policy will likely support consumer confidence and 
household spending. Indeed, the central bank reduced the 
benchmark cash rate earlier this month taking the key rate to 2.25%; 
a subsequent rate cut is expected following next week’s monetary 
policy meeting. Although economic momentum will likely be 
dampened by weaker mining investment, iron ore exports in volume 
terms continue to climb to record-high levels reflecting increased 
mining capacity following several investment project completions.  
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Key Indicators for the week of March 2 – 6 

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

North America 

Europe 

A3 

Country Date Time Indicator Period BNS Consensus Latest
UK 03/02 02:00 Nationwide House Prices (m/m) Feb 0.2 0.3 0.3
IT 03/02 03:45 Manufacturing PMI Feb 50.1 50.1 49.9
FR 03/02 03:50 Manufacturing PMI Feb F 47.7 47.7 47.7
GE 03/02 03:55 Manufacturing PMI Feb F 50.9 50.9 50.9
EC 03/02 04:00 Manufacturing PMI Feb F 51.1 51.1 51.1
IT 03/02 04:00 Unemployment Rate (%) 4Q -- 12.9 12.8
UK 03/02 04:30 Manufacturing PMI Feb 53.5 53.3 53.0
UK 03/02 04:30 Net Consumer Credit (£ bn) Jan -- 0.9 0.6
EC 03/02 05:00 Euro zone CPI Estimate (y/y) Feb -0.3 -0.5 -0.6
EC 03/02 05:00 Unemployment Rate (%) Jan 11.4 11.4 11.4
IT 03/02 12:00 Budget Balance (€ bn) Feb -- -- 3.4

Country Date Time Indicator Period BNS Consensus Latest
CA 03/02 08:30 Current Account (C$ bn a.r.) 4Q -- -12.5 -8.4
US 03/02 08:30 PCE Deflator (m/m) Jan -0.5 -0.5 -0.2
US 03/02 08:30 PCE Deflator (y/y) Jan 0.1 0.2 0.7
US 03/02 08:30 PCE ex. Food & Energy (m/m) Jan 0.1 0.1 0.0
US 03/02 08:30 PCE ex. Food & Energy (y/y) Jan 1.2 1.3 1.3
US 03/02 08:30 Personal Spending (m/m) Jan -0.3 -0.1 -0.3
US 03/02 08:30 Personal Income (m/m) Jan 0.5 0.4 0.3
US 03/02 10:00 Construction Spending (m/m) Jan 0.5 0.3 0.4
US 03/02 10:00 ISM Manufacturing Index Feb 53.7 53.2 53.5

CA 03/03 08:30 IPPI (m/m) Jan -- -1.1 -1.6
CA 03/03 08:30 Raw Materials Price Index (m/m) Jan -- -6.5 -7.6
CA 03/03 08:30 Real GDP (m/m) Dec 0.1 0.2 -0.2
CA 03/03 08:30 Real GDP (q/q a.r.) 4Q 2.2 2.0 2.8
US 03/03 10:00 IBD/TIPP Economic Optimism Index Mar -- -- 47.5
US 03/03 Domestic Vehicle Sales (mn a.r.) Feb 13.4 13.4 13.3
US 03/03 Total Vehicle Sales (mn a.r.) Feb 16.8 16.7 16.6

US 03/04 07:00 MBA Mortgage Applications (w/w) FEB 27 -- -- -3.5
US 03/04 08:15 ADP Employment Report (000s m/m) Feb 240.0 219.0 213.3
CA 03/04 10:00 BoC Interest Rate Announcement (%) Mar 4 0.75 0.75 0.75
US 03/04 10:00 ISM Non-Manufacturing Composite Feb 57.0 56.5 56.7

US 03/05 08:30 Continuing Claims (000s) FEB 21 2425 2388 2401
US 03/05 08:30 Initial Jobless Claims (000s) FEB 28 290 300 313
US 03/05 08:30 Productivity (q/q a.r.) 4Q F -- -2.4 -1.8
US 03/05 08:30 Unit Labor Costs (q/q a.r.) 4Q F -- 3.3 2.7
US 03/05 10:00 Factory Orders (m/m) Jan 0.3 0.2 -3.4

CA 03/06 08:30 Building Permits (m/m) Jan -- -3.5 7.7
CA 03/06 08:30 Merchandise Trade Balance (C$ bn) Jan -1.0 -1.2 -0.6
CA 03/06 08:30 Productivity (q/q a.r.) 4Q -- 0.0 0.1
US 03/06 08:30 Average Hourly Earnings (m/m) Feb -- 0.2 0.5
US 03/06 08:30 Average Weekly Hours  Feb -- 34.6 34.6
US 03/06 08:30 Nonfarm Employment Report (000s m/m) Feb 255.0 235.0 257.0
US 03/06 08:30 Household Employment Report (000s m/m) Feb -- -- 759.0
US 03/06 08:30 Trade Balance (US$ bn) Jan -39.0 -41.4 -46.6
US 03/06 08:30 Unemployment Rate (%) Feb 5.6 5.6 5.7
US 03/06 15:00 Consumer Credit (US$ bn m/m) Jan 15.0 15.0 14.8
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Key Indicators for the week of March 2 – 6 

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

SZ 03/03 01:45 GDP (y/y) 4Q -- 1.7 1.9
GE 03/03 02:00 Retail Sales (m/m) Jan -- 0.4 0.6
UK 03/03 04:30 PMI Construction Feb -- 59.0 59.1
EC 03/03 05:00 PPI (m/m) Jan -- -0.7 -1.0

IT 03/04 03:45 Services PMI Feb 51.4 51.4 51.2
FR 03/04 03:50 Services PMI Feb F 53.4 53.4 53.4
GE 03/04 03:55 Services PMI Feb F 55.5 55.5 55.5
EC 03/04 04:00 Composite PMI Feb F 53.5 53.5 53.5
EC 03/04 04:00 Services PMI Feb F 53.9 53.9 53.9
UK 03/04 04:30 Official Reserves (£ bn) Feb -- -- -80.0
UK 03/04 04:30 Services PMI Feb 57.5 57.5 57.2
EC 03/04 05:00 Retail Trade (m/m) Jan -- 0.2 0.3

GE 03/05 02:00 Factory Orders (m/m) Jan -0.7 -1.0 4.2
IT 03/05 04:00 Real GDP (q/q) 4Q F -- 0.0 0.0
UK 03/05 07:00 BoE Asset Purchase Target (£ bn) Mar 375.0 375.0 375.0
UK 03/05 07:00 BoE Policy Announcement (%) Mar 5 0.50 0.50 0.50
EC 03/05 07:45 ECB Interest Rate Announcement (%) Mar 5 0.05 0.05 0.05
UK MAR 05-10 Halifax House Price (3 month, y/y) Feb 8.4 8.5 8.5

GE 03/06 02:00 Industrial Production (m/m) Jan 0.9 0.5 0.1
FR 03/06 02:45 Central Government Balance (€ bn) Jan -- -- -85.6
FR 03/06 02:45 Trade Balance (€ mn) Jan -- -3000.0 -3446.0
HU 03/06 03:00 GDP (y/y) 4Q F -- -- 3.4
SP 03/06 03:00 Industrial Output NSA (y/y) Jan -- -- 2.1
EC 03/06 05:00 GDP (q/q) 4Q P 0.3 0.3 0.3

Country Date Time Indicator Period BNS Consensus Latest
SK 02/28 19:00 Exports (y/y) Feb -- -0.5 -0.7
SK 02/28 19:00 Imports (y/y) Feb -- -13.2 -11.0
SK 02/28 19:00 Trade Balance (US$ mn) Feb -- 6200.0 5399.0
CH 02/28 20:00 Manufacturing PMI Feb -- 49.7 49.8
CH 02/28 20:00 Non-manufacturing PMI Feb -- -- 53.7

NZ 03/01 16:45 Terms of Trade Index (q/q) 4Q -- -3.0 -4.4
SK 03/01 18:00 Current Account (US$ mn) Jan -- -- 7221.5
SK 03/01 18:00 Industrial Production (y/y) Jan -- 1.0 0.4
SK 03/01 18:00 Cyclical Leading Index Change Jan -- -- 0.2
JN 03/01 18:50 Capital Spending (y/y) 4Q -- 4.1 5.5
AU 03/01 19:00 HIA New Home Sales (m/m) Jan -- -- -1.9
JN 03/01 20:35 Markit/JMMA Manufacturing PMI Feb F -- -- 51.5
ID 03/01 23:00 CPI (y/y) Feb -- 6.7 7.0
ID 03/01 23:00 Core CPI (y/y) Feb -- 5.0 5.0
JN MAR 01-06 Official Reserve Assets (US$ bn) Feb -- -- 1261.1
ID MAR 01-13 Consumer Confidence Index Feb -- -- 120.2

JN 03/02 00:00 Vehicle Sales (y/y) Feb -- -- -18.9
TH 03/02 02:30 CPI (y/y) Feb -0.3 -0.5 -0.4
TH 03/02 02:30 Core CPI (y/y) Feb -- 1.5 1.6
NZ 03/02 18:00 QV House Prices (y/y) Feb -- -- 5.7
SK 03/02 18:00 CPI (y/y) Feb 0.8 0.7 0.8
SK 03/02 18:00 Core CPI (y/y) Feb -- 2.4 2.4
JN 03/02 18:50 Monetary Base (y/y) Feb -- -- 37.4
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Key Indicators for the week of March 2 – 6 

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
PE 03/01 00:00 Consumer Price Index (y/y) Feb 2.8 2.8 3.1

BZ 03/02 08:00 PMI Manufacturing Index Feb -- -- 50.7
BZ 03/02 13:00 Trade Balance (FOB) - Monthly (US$ mn) Feb -- -2400.0 -3174.0

BZ 03/04 07:00 Industrial Production (y/y) Jan -- -4.2 -2.7
BZ 03/04 SELIC Target Rate (%) Mar 4 12.25 12.75 12.25

CL 03/05 06:30 Economic Activity Index NSA (y/y) Jan -- 2.6 2.9
CO 03/05 19:00 Consumer Price Index (y/y) Feb 3.9 3.9 3.8

CL 03/06 06:00 CPI (y/y) Feb 4.2 4.3 4.5
BZ 03/06 07:00 IBGE Inflation IPCA (y/y) Feb 7.5 7.6 7.1

Country Date Time Indicator Period BNS Consensus Latest
AU 03/02 19:30 Building Approvals (m/m) Jan -- -1.8 -3.3
AU 03/02 19:30 Current Account (AUD bn) 4Q -- -11.0 -12.5
AU 03/02 19:30 Australia Net Exports of GDP 4Q -- 0.6 0.8
AU 03/02 22:30 RBA Cash Target Rate (%) Mar 3 2.00 2.00 2.25
HK MAR 02-03 Retail Sales - Volume (y/y) Jan -- -5.3 -1.3

TA 03/03 03:00 Export Orders (y/y) Jan -- 9.7 4.5
HK 03/03 03:30 Retail Sales - Value (y/y) Jan -- -6.9 -3.9
SI 03/03 08:00 Purchasing Managers Index Feb -- -- 49.9
AU 03/03 19:30 GDP (y/y) 4Q 2.6 2.6 2.7
CH 03/03 20:45 HSBC Services PMI Feb -- -- 51.8
HK 03/03 21:30 Purchasing Managers Index Feb -- -- 49.4

TA 03/04 03:00 Commercial Sales (y/y) Jan -- -- 2.5
TA 03/04 03:00 Industrial Production (y/y) Jan -- 8.0 7.3
AU 03/04 19:30 Retail Sales (m/m) Jan -- 0.4 0.2
AU 03/04 19:30 Trade Balance (AUD mn) Jan -- -925.0 -436.0
PH 03/04 20:00 CPI (y/y) Feb 2.5 2.5 2.4
PH 03/04 20:00 Core CPI (y/y) Feb -- 2.4 2.2
TH 03/04 22:30 Consumer Confidence Economic Feb -- -- 69.7
SI MAR 04-09 Foreign Reserves (US$ mn) Feb -- -- 251464

MA 03/05 05:00 Overnight Rate (%) Mar 5 3.25 3.25 3.25
MA 03/05 23:00 Exports (y/y) Jan -- 1.7 2.7
MA 03/05 23:00 Imports (y/y) Jan -- 0.6 4.2
MA 03/05 23:00 Trade Balance (MYR bn) Jan -- 7.0 9.2

JN 03/06 00:00 Coincident Index CI Jan P -- 112.2 110.7
JN 03/06 00:00 Leading Index CI Jan P -- 105.8 105.6
AU 03/06 00:30 Foreign Reserves (AUD bn) Feb -- -- 62.5
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Global Auctions for the week of March 2 – 6 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A6 

Country Date Time Event
US 03/02 11:30 U.S. to Sell Bills

US 03/03 11:30 U.S. to Sell Bills

CA 03/05 12:00 Canada to Sell 3-Year Bonds

Country Date Time Event
NE 03/02 05:00 Netherlands to Sell 149-Day Bills
NE 03/02 06:00 Netherlands to Sell86-Day Bills
FR 03/02 08:50 France to Sell 91-Day Bills
FR 03/02 08:50 France to Sell 154-Day Bills
FR 03/02 08:50 France to Sell Bln 336-Day Bills
FR 03/02 09:00 France to Sell T-Bills

CC 03/03 05:00 Cyprus to Sell 13-Week Bills
EC 03/03 05:10 ECB Main Refinancing Operation Result
SZ 03/03 05:15 Switzerland to Sell 91-Day Bills
AS 03/03 05:15 Austria to Sell 1.65% 2024 Bonds 
AS 03/03 05:15 Austria to Sell 0.25% 2019 Bonds 
UK 03/03 05:30 U.K. to Sell 2% 2020 Bonds
BE 03/03 05:30 Belgium to Sell 105-Day Bills
EC 03/03 06:30 ESM to Sell 91-Day Bills

GR 03/04 05:00 Greece to Sell 26-Week Bills
SW 03/04 05:03 Sweden to Sell 103-Day Bills
SW 03/04 05:03 Sweden to Sell 194-Day Bills

SP 03/05 04:30 Spain to Sell 0.5% 2017 Bonds
SP 03/05 04:30 Spain to Sell 1.4% 2020 Bonds
SP 03/05 04:30 Spain to Sell 5.75% 2032 Bonds
FR 03/05 04:50 France to Sell 4.25% 2023 Bonds
FR 03/05 04:50 France to Sell 0.5% 2025 Bonds
FR 03/05 04:50 France to Sell 5.5% 2029 Bonds
SW 03/05 05:03 Sweden to Sell 0.25% I/L 2022 Bonds
SW 03/05 05:03 Sweden to Sell 1% I/L 2025 Bonds

IC 03/06 06:00 Iceland to Sell Bonds
UK 03/06 06:00 U.K. to Sell 1-Month Bills
UK 03/06 06:00 U.K. to Sell 3-Month Bills
UK 03/06 06:00 U.K. to Sell 6-Month Bills
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Global Auctions for the week of March 2 – 6 

Source: Bloomberg, Scotiabank Economics. 

A7 

Latin America 

Asia Pacific 

Country Date Time Event
JN 03/02 22:45 Japan to Sell 10-Year Bonds

AU 03/03 19:00 Australia Plans to Sell AUD700 Mln 4.75% 2027 Bonds
CH 03/03 22:00 China to Sell CNY20 Bln 10-Year Bonds 

AU 03/04 18:30 Australia Plans to Sell AUD500 Mln 98-Day Bills
NZ 03/04 20:05 New Zealand Plans to Sell NZD100 Mln Inflation-Indexed Bonds
JN 03/04 22:35 Japan to Sell 3-Month Bill
JN 03/04 22:45 Japan to Sell 30-Year Bonds

AU 03/05 19:00 Australia Plans to Sell AUD700 Mln 5.75% 2022 Bonds
JN 03/05 22:35 Japan to Sell 6-Month Bill

Country Date Time Event
BZ 03/05 10:15 Brazil to Sell Bills due 10/01/2015
BZ 03/05 10:15 Brazil to Sell Bills due 07/01/2017
BZ 03/05 10:15 Brazil to Sell Bills due 01/01/2019
BZ 03/05 10:15 Brazil to Sell Fixed-rate bonds due 1/1/2021
BZ 03/05 10:15 Brazil to Sell Fixed-rate bonds due 1/1/2025



 

Economics 

Global Views 
  

February 27, 2015 

6 

Events for the week of March 2 – 6 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A8 

Latin America 

Asia Pacific 

North America 

Country Date Time Event
US 03/02 10:00 Former Fed officials Bernanke and Plosser speak in Washington

US 03/03 00:00 Fed's Mester Speaks to Business Economists in Washington
US 03/03 14:30 Federal Reserve Accountability/Reform - Hearing
US 03/03 20:15 Fed's Yellen Speaks on Bank Regulation in New York
UK MAR 03-05 Mexican President Pena Nieto Makes State Visit to U.K.

US 03/04 09:00 Fed's Evans Speaks on Economy and Monetary Policy in Illinois
CA 03/04 10:00 Bank of Canada Rate Decision
US 03/04 13:00 Fed's George Speaks on the Economy in Kansas City
US 03/04 14:00 U.S. Federal Reserve Releases Beige Book
US 03/04 17:00 Fed's Fisher Speaks at Community Forum in El Paso, Texas

US 03/05 10:00 Fed's Williams Speaks on the Economic Outlook in Honolulu

Country Date Time Event
GE 03/02 07:00 Merkel, Juncker Speak at EIB Conference in Berlin
EC 03/02 EU Hosts Ukraine-Russia Gas Talks in Brussels

EC 03/03 EU's Malmstroem Meets Russian Economy Minister in Brussels
UK 03/03 05:00 Carney Speaks at Treasury Committee on Currency Probe

UK 03/04 09:45 BOE's Bailey Attends Treasury Hearing on Currency Probe
EC 03/04 06:45 EU's Juncker Meets with Germany's Merkel in Brussels

SW 03/05 04:10 Result of Riksbank's 2nd Government Bond Purchase
UK 03/05 07:00 BOE Asset Purchase Target
UK 03/05 07:00 Bank of England Bank Rate
EC 03/05 07:45 ECB Main Refinancing Rate
EC 03/05 07:45 ECB Deposit Facility Rate
EC 03/05 07:45 ECB Marginal Lending Facility
EC 03/05 08:30 ECB President Mario Draghi Holds Press Conference in Cyprus
NO 03/05 09:00 Norway's Olsen and Slyngstad speak in Oslo

IT 03/06 05:00 Bank of Italy Report on Balance-Sheet Aggregates
SW 03/06 Riksbank announces government bond volume

Country Date Time Event
IN 02/28 00:30 India Finance Minister Jaitley Presents 2016 Budget

NZ 03/01 20:00 Treasury Publishes Monthly Economic Indicators

AU 03/02 00:30 Commodity Index YoY
AU 03/02 22:30 RBA Cash Rate Target

JN 03/04 20:30 BOJ Kiuchi speaks in Maebashi
AU 03/04 20:30 RBA Deputy Governor Lowe Speech

MA 03/05 05:00 BNM Overnight Policy Rate

Country Date Time Event
BZ 03/04 Selic Rate

CO 03/06 13:00 Colombia Monetary Policy 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 0.75 March 4, 2015 0.75 0.75

Federal Reserve – Federal Funds Target Rate 0.25 March 18, 2015 0.25 0.25

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

EUROPE
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank – Refinancing Rate 0.05 March 5, 2015 0.05 0.05

Bank of England – Bank Rate 0.50 March 5, 2015 0.50 0.50

Swiss National Bank – Libor Target Rate -0.75 TBA -0.75 --

Central Bank of Russia – One-Week Auction Rate 15.00 March 13, 2015 15.00 --

Hungarian National Bank – Base Rate 2.10 March 24, 2015 2.10 2.05

Central Bank of the Republic of Turkey – 1 Wk Repo Rate 7.50 March 17, 2015 7.25 --

Sweden Riksbank – Repo Rate -0.10 April 29, 2015 -0.10 --

Norges Bank – Deposit Rate 1.25 March 19, 2015 1.25 --

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Reserve Bank of Australia – Cash Target Rate 2.25 March 2, 2015 2.00 2.00

Reserve Bank of New Zealand – Cash Rate 3.50 March 11, 2015 3.50 3.50

People's Bank of China – Lending Rate 5.60 TBA -- --

Reserve Bank of India – Repo Rate 7.75 April 7, 2015 7.50 --

Bank of Korea – Bank Rate 2.00 March 12, 2015 2.00 --

Bank of Thailand – Repo Rate 2.00 March 11, 2015 2.00 2.00

Bank Indonesia – Reference Interest Rate 7.50 March 17, 2015 7.50 --

LATIN AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil – Selic Rate 12.25 March 4, 2015 12.25 12.75

Banco Central de Chile – Overnight Rate 3.00 March 19, 2015 3.00 --

Banco de la República de Colombia – Lending Rate 4.50 March 20, 2015 4.50 --

Banco Central de Reserva del Perú – Reference Rate 3.25 March 12, 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 --

The BoC will release a policy statement (and only the policy statement) on Wednesday and we expect the policy rate to remain unchanged.  Q4 and 
December GDP on Tuesday will be a key market risk, particularly as it leads into the BoC meeting. Friday’s building permits and international trade data are 
secondary but relevant to BoC-watchers.  There’s a flurry of Fed-speak this week: two voting members (Evans and Williams), two alternates (Mester and 
George), Dallas Fed President Fisher (nonvoting, retiring March 19th), retired Philadelphia Fed President Charles Plosser, and former Chairman Ben 
Bernanke. The key data risk is Friday’s nonfarm payrolls report which includes average earnings and, secondly, Monday’s personal income and spending 
data. Together, these data points will give us a good sense of wage developments - a critical Fed issue.

The European Central Bank (ECB) and the Bank of England (BoE) will both meet and announce a monetary policy decision on March 5th. We don’t 
expect any new developments to come out of either of these meetings. The ECB is forecast to keep its benchmark refinancing rate at 0.05% over our 
forecast horizon. We continue to anticipate that the BoE will begin monetary tightening in November 2015.    

We expect the Banco Central do Brasil to leave its benchmark SELIC rate unchanged after it meets on March 4th. Inflation rose to 7.1% y/y in January and 
February figures are expected to be higher still, well above monetary authorities’ 2.5-6.5% target range. However, much of this inflationary pressure has 
been the result of government decisions to rationalize electricity and fuel prices.

We believe that the Reserve Bank of Australia (RBA) will cut the benchmark cash rate by 25 basis points following next week's monetary policy meeting 
after an equivalent cut was made earlier this month. The consumer price index rose by 1.7% y/y in the fourth quarter of 2014, falling below the RBA's 2-3% 
inflation target, providing room for a shift in the central bank's monetary policy stance. The cut will likely boost domestic demand and encourage non-mining 
business investment. Furthermore, the resulting weaker Australian dollar will help support the country's external sector by improving the attractiveness of 
domestically produced goods and services.

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 14Q3 14Q4 Latest United States 2014 14Q3 14Q4 Latest
  Real GDP (annual rates) 2.8   Real GDP (annual rates) 2.4 5.0 2.2
  Current Acc. Bal. (C$B, ar) -33.6   Current Acc. Bal. (US$B, ar) -401
  Merch. Trade Bal. (C$B, ar) 5.2 11.3 -6.3 -7.8 (Dec)   Merch. Trade Bal. (US$B, ar) -737 -724 -745 -792 (Dec)
  Industrial Production 2.5 2.7 1.3 -0.5 (Dec)   Industrial Production 4.1 4.3 4.5 4.5 (Jan)
  Housing Starts (000s) 189 199 184 187 (Jan)   Housing Starts (millions) 1.00 1.03 1.06 1.07 (Jan)
  Employment 0.6 0.5 0.7 0.8 (Jan)   Employment 1.9 2.0 2.2 2.4 (Jan)
  Unemployment Rate (%) 6.9 7.0 6.7 6.6 (Jan)   Unemployment Rate (%) 6.2 6.1 5.7 5.7 (Jan)
  Retail Sales 4.6 4.8 4.4 4.0 (Dec)   Retail Sales 3.8 4.3 3.7 2.4 (Jan)
  Auto Sales (000s) 1849 1947 1916 1947 (Dec)   Auto Sales (millions) 16.4 16.7 16.7 16.6 (Jan)
  CPI 1.9 2.1 1.9 1.0 (Jan)   CPI 1.6 1.8 1.2 -0.1 (Jan)
  IPPI 2.5 2.7 1.3 0.5 (Dec)   PPI 1.9 2.5 0.8 -3.1 (Jan)
  Pre-tax Corp. Profits 10.3   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 3.0 (Dec)
  CPI 4.0 4.1 4.2 3.1 (Jan)

Euro Zone 2014 14Q3 14Q4 Latest Germany 2014 14Q3 14Q4 Latest
  Real GDP 0.8   Real GDP 1.6 1.2 1.5
  Current Acc. Bal. (US$B, ar) 313 383 427 432 (Dec)   Current Acc. Bal. (US$B, ar) 215.3 308.9 289.2 374.2 (Dec)
  Merch. Trade Bal. (US$B, ar) 320.9 329.8 367.8 372.5 (Dec)   Merch. Trade Bal. (US$B, ar) 306.9 320.3 314.5 326.0 (Dec)
  Industrial Production 0.6 0.5 -0.1 -0.2 (Dec)   Industrial Production 1.4 0.3 0.2 -0.4 (Dec)
  Unemployment Rate (%) 11.6 11.5 11.5 11.4 (Dec)   Unemployment Rate (%) 6.7 6.7 6.6 6.5 (Feb)
  CPI 0.4 0.4 0.2 -0.6 (Jan)   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$B, ar) -40.1 -43.7 -34.3 -33.5 (Dec)   Merch. Trade Bal. (US$B, ar) -197.6 -211.1 -186.3 -190.6 (Dec)
  Industrial Production -1.1 -0.3 -1.3 -0.1 (Dec)   Industrial Production 1.4 1.0 0.8 0.5 (Dec)
  Unemployment Rate (%) 10.2 10.3 10.3 10.3 (Dec)   Unemployment Rate (%) 6.0 5.7 (Nov)
  CPI 0.5 0.4 0.3 -0.4 (Jan)   CPI 1.5 1.5 0.9 0.3 (Jan)

Italy Russia
  Real GDP -0.4 -0.4 -0.3   Real GDP 0.7
  Current Acc. Bal. (US$B, ar) 29.6 41.8 55.4 62.1 (Dec)   Current Acc. Bal. (US$B, ar) 42.7 6.4 10.5
  Merch. Trade Bal. (US$B, ar) 56.7 58.9 73.4 85.2 (Dec)   Merch. Trade Bal. (US$B, ar) 15.7 15.1 13.5 12.9 (Dec)
  Industrial Production -0.7 -1.1 -1.6 -0.2 (Dec)   Industrial Production -1.6 1.4 2.1 0.9 (Jan)
  CPI 0.2 0.0 0.1 -0.7 (Jan)   CPI 7.8 7.7 9.6 15.0 (Jan)

Europe 

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

Economic Statistics 

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

Australia 2014 14Q3 14Q4 Latest Japan 2014 14Q3 14Q4 Latest
  Real GDP 2.7   Real GDP 0.0 -1.3 -0.4
  Current Acc. Bal. (US$B, ar) -30.0 -55.9   Current Acc. Bal. (US$B, ar) 24.6 63.5 52.0 18.8 (Dec)
  Merch. Trade Bal. (US$B, ar) 13.4 2.6 8.1 31.3 (Dec)   Merch. Trade Bal. (US$B, ar) -121.6 -111.4 -80.7 -41.2 (Jan)
  Industrial Production 3.8   Industrial Production 2.1 -1.1 -1.2 -1.3 (Jan)
  Unemployment Rate (%) 6.1 6.1 6.2 6.4 (Jan)   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$B, ar) 89.4 90.3 109.7 86.7 (Dec)   Current Acc. Bal. (US$B, ar) 213.8
  Merch. Trade Bal. (US$B, ar) 47.2 35.7 73.4 64.8 (Jan)   Merch. Trade Bal. (US$B, ar) 382.5 513.3 599.6 720.4 (Jan)
  Industrial Production 0.4 1.1 -2.0 -1.2 (Dec)   Industrial Production 7.9 8.0 7.9 7.9 (Dec)
  CPI 1.3 1.4 1.0 0.8 (Jan)   CPI 1.5 1.6 1.5 0.8 (Jan)

Thailand India
  Real GDP 0.7 0.6 2.3   Real GDP 6.9 8.2 7.5
  Current Acc. Bal. (US$B, ar) 14.2 -0.5 9.8   Current Acc. Bal. (US$B, ar) -10.1
  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 -8.3 (Jan)
  Industrial Production -4.6 -3.8 -2.1 -0.8 (Jan)   Industrial Production 1.4 1.3 0.5 1.7 (Dec)
  CPI 1.9 2.0 1.1 -0.4 (Jan)   WPI 3.8 3.9 0.5 -0.4 (Jan)

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 (Jan)
  Industrial Production 5.8 7.8 (Nov)
  CPI 6.4 4.4 6.5 7.0 (Jan)

Brazil 2014 14Q3 14Q4 Latest Chile 2014 14Q3 14Q4 Latest
  Real GDP -0.1   Real GDP 0.8
  Current Acc. Bal. (US$B, ar) -91.3 -77.6 -111.4   Current Acc. Bal. (US$B, ar) -6.7
  Merch. Trade Bal. (US$B, ar) -3.9 7.2 -12.9 -38.1 (Jan)   Merch. Trade Bal. (US$B, ar) 6.7 4.8 9.1 16.5 (Jan)
  Industrial Production -3.1 -3.8 -4.0 -4.4 (Dec)   Industrial Production 0.4 -0.9 -1.0 5.8 (Jan)
  CPI 6.3 6.6 6.5 7.1 (Jan)   CPI 4.4 4.7 5.3 4.5 (Jan)

Peru Colombia
  Real GDP 1.8   Real GDP 4.2
  Current Acc. Bal. (US$B, ar) -2.3   Current Acc. Bal. (US$B, ar) -5.0
  Merch. Trade Bal. (US$B, ar) -0.2 -0.1 -0.1 0.1 (Dec)   Merch. Trade Bal. (US$B, ar) -0.5 -0.4 -1.4 -1.5 (Dec)
  Unemployment Rate (%) 6.0 5.7 5.6 6.4 (Jan)   Industrial Production 1.3 1.2 0.3 2.1 (Dec)
  CPI 3.2 2.9 3.2 3.1 (Jan)   CPI 2.9 2.9 3.5 3.8 (Jan)

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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Financial Statistics 

A12 

Interest Rates (%, end of period)

Canada 14Q3 14Q4 Feb/20 Feb/27* United States 14Q3 14Q4 Feb/20 Feb/27*
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 0.48 0.58   3-mo. T-bill 0.02 0.04 0.02 0.01
  10-yr Gov’t Bond 2.15 1.79 1.42 1.34   10-yr Gov’t Bond 2.49 2.17 2.11 2.01
  30-yr Gov’t Bond 2.67 2.34 2.06 1.95   30-yr Gov’t Bond 3.20 2.75 2.71 2.61
  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 -0.01 -0.01   3-mo. T-bill -0.03 -0.05 -0.10 -0.12
  10-yr Gov’t Bond 0.95 0.54 0.37 0.32   10-yr Gov’t Bond 1.29 0.83 0.68 0.59
  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 -0.05   3-mo. T-bill 0.51 0.44 0.44 0.44
  FX Reserves (US$B) 329.4 327.7 329.0 (Jan)   10-yr Gov’t Bond 2.43 1.76 1.77 1.79

  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 0.03 0.03   10-yr Gov’t Bond 3.48 2.74 2.57 2.46
  10-yr Gov’t Bond 0.53 0.33 0.39 0.34   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 1.25 1.25   ¥/US$ 109.65 119.78 119.03 119.56
CADUSD 0.89 0.86 0.80 0.80   US¢/Australian$ 0.87 0.82 0.78 0.78
GBPUSD 1.621 1.558 1.540 1.545   Chinese Yuan/US$ 6.14 6.21 6.26 6.27
EURUSD 1.263 1.210 1.138 1.122   South Korean Won/US$ 1055 1091 1112 1098
JPYEUR 0.72 0.69 0.74 0.75   Mexican Peso/US$ 13.429 14.752 15.031 14.946
USDCHF 0.96 0.99 0.94 0.95   Brazilian Real/US$ 2.447 2.658 2.870 2.853

Equity Markets (index, end of period) 

  United States (DJIA) 17043 17823 18140 18184   U.K. (FT100) 6623 6566 6915 6960
  United States (S&P500) 1972 2059 2110 2111   Germany (Dax) 9474 9806 11051 11383
  Canada (S&P/TSX) 14961 14632 15172 15321   France (CAC40) 4416 4273 4831 4939
  Mexico (IPC) 44986 43146 43551 44125   Japan (Nikkei) 16174 17451 18332 18798
  Brazil (Bovespa) 54116 50007 51238 52282   Hong Kong (Hang Seng) 22933 23605 24832 24823
  Italy (BCI) 1119 1038 1186 1207   South Korea (Composite) 2020 1916 1961 1986

Commodity Prices (end of period)

  Pulp (US$/tonne) 1030 1020 1010 1010   Copper (US$/lb) 3.06 2.88 2.59 2.67
  Newsprint (US$/tonne) 605 595 590 590   Zinc (US$/lb) 1.04 0.98 0.93 0.93
  Lumber (US$/mfbm) 340 340 313 300   Gold (US$/oz) 1216.50 1206.00 1208.25 1214.00
  WTI Oil (US$/bbl) 91.16 53.27 50.34 49.01   Silver (US$/oz) 17.11 15.97 16.34 16.53
  Natural Gas (US$/mmbtu) 4.12 2.89 2.95 2.73   CRB (index) 278.55 229.96 224.76 222.55

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