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Central Banks May Offer Competing Interpretations Of Weaker Commodity Prices 

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

United States — Make Or Break Week For A September Hike  

Fedspeak will figure prominently in setting the global market tone next week 
as clearly the Fed is among the most important factors overhanging 
developed and developing markets. Key will be what Vice Chair Stanley 
Fischer has to say in his speech titled “US Inflation Developments” to 
close the annual Jackson Hole symposium on Saturday (12:25pm ET). We 
have our opinions, but the key here will be a top-of-the-house assessment 
of how the Fed is reading the steep drop in commodity prices in the context 
of broader inflationary developments on the path to the September 17th 
FOMC meeting. If he weighs in on the dovish side by emphasizing 
broadly disinflationary forces stemming from the pass-through effect 
of lower oil prices, then forget a hike in September. If he does what we 
think is the stronger case for looking through the drop in oil prices as 
transitory — as the Fed has tended to do to date — and focuses on 
second-round effects that could be reflationary for core CPI and hence 
ultimately headline inflation, then it’s game on for a hike in a couple of weeks but still a risky call with 
Greek elections three days later, volatile markets, and uncertainty over China. Why transitory? Because 
the base effects of plunging commodity prices and their effects on headline CPI cancel out in month-ago and 
eventually year-ago terms. Why reflationary on second round effects?  Because inflation-adjusted incomes 
are on the rise in the US over the period since oil and other commodity prices began tanking over a year ago. 
Translated into plain English, this means that the purchasing power of existing consumer incomes is going up 
as consumers need to spend less on basic staples like gasoline. This effect often translates into increased 
spending on other items and this added demand puts upward pressure upon other prices in the economy. So 
the combination of the cancellation of base effects stemming from lower commodity prices could well coincide 
with upward reflationary pressure on core CPI to have both the headline and core inflation measures 
converging upon the Fed’s 2% inflation goal sometime over the medium term (i.e., 2016). If that’s what the 
Fed believes then, given that monetary policy acts with a lag of 12-18 months in terms of its full effects on the 
economy, the Fed would likely wish to begin raising rates soon to contain such inflationary pressures. The key 
point here is don’t be so sure that the Fed won’t welcome lower commodity prices. The US is still a large net 
importer of oil and so a drop in oil prices is unambiguously positive for US economic growth notwithstanding 
deleterious effects on the shale and conventional oil and gas plays.  

In a broader sense, our regular readers probably know that I’m pretty 
bullish on the US economy and have been for over a year now. 
Over the past five quarters, the US has averaged just over 3% 
annualized quarterly growth including the Q2 print of 3.7% (chart 1). If 
one removes the weak first quarter of this year because it was 
distorted by wonky seasonal adjustment problems (see here for 
instance) and by an abnormally harsh winter and transitory shocks like 
strikes that crippled the west coast’s ports, then quarterly growth over 
this period has averaged 3.7%  This is a 3% growth environment in 
my opinion. Forget the annual growth tally which is repeatedly 
distorted by the above-cited abnormalities that keep repeating 
themselves in Q1. The US household sector is done with deleveraging 
with the lowest debt payments relative to incomes since the Fed 
started calculating the series in 1980. The US trade deficit is being 
assisted by a secular trend of substituting away from imported oil 
toward domestically produced oil with lower breakevens than 
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historically thanks to fracking breakthroughs. US business investment is showing signs of a nascent upswing. 
The US is the hotbed of global advances in technology from graphene and its potential for game-changing 
applications through to warehouse robots and robots that can mimic the dexterity of human fingers in the 
clothing industry among others. The catalysts to US growth upsides have legs and markets seem to be 
underestimating them in the short-term. 

Fedspeak does not end with Fischer though. We’ll also hear from Richmond Fed President Jeffrey Lacker 
(voting 2015, nonvoting 2016) at the end of the week and the title of his speech gives away the bias: “The 
Case Against Further Delay.”  Unless he’s talking about frustrating flight delays like the one I’m stuck in while 
writing this, then expect a hawkish slant. This matters because it’s a fairly strong hint that he’ll vote in favour of 
a hike in September, or dissent if he fails to convince his colleagues. Earlier in the week, we’ll hear from the 
Boston Fed’s President Eric Rosengren (alternate 2015, voting 2016). The Beige Book of regional economic 
conditions is on tap for Wednesday but the Fed communicates so much these days that its significance to 
markets is less than in the past. 

Oh, for the love of economics!  If much has been settled by way of Fedspeak by then, Friday’s nonfarm 
payrolls risk either reinforcing or negating such Fed communications. We expect a solid job gain of 
about 225,000. It would probably take a sub-200k or high 200k+ print to influence market perceptions going 
into the September 17th policy meeting. Wednesday’s ADP private payrolls print for August may provide a 
sneak peak at nonfarm expectations, except for the fact that it performs poorly as an advance indicator of 
nonfarm until both measures are revised multiple times toward final estimates.  

While jobs and Fed speak will dominate, other macro releases will further inform our views on tracking 
economic growth momentum into Q3. The US also releases the ISM manufacturing reading and vehicle 
sales for August as well as construction spending for July on Tuesday, factory orders for July on Wednesday 
for which we expect a strong gain on the back of a bullish durables print, and then trade figures for July and 
the ISM services reading for August on Thursday. 

Canada — An End To The Recession That Wasn’t 

The main event for Canada watchers will be Tuesday’s GDP report. Expect a variety of interpretations as 
those who are predisposed to evidence of a recession will witness a second quarterly contraction in GDP but 
at a subdued annualized pace of under -1% again. Those — 
like me — who don’t believe we’re in recession will point to the 
fact that the quarter ended much more positively as a 
decent hand-off to Q3 and will repeat arguments about 
how small contractions in GDP are a necessary but 
insufficient condition for a recession call versus a look 
across a broader set of readings. In fact, monthly GDP for 
June probably expanded at a fair clip and thus will put an end 
to the prior five months’ worth of shrinking GDP. That’s 
because of solid gains that were recorded in export volumes, 
manufacturing shipment volumes, hours worked, housing starts 
and wholesale trade with flat retail sales volumes. An added 
complication is that there has been a rather unusual confluence 
of one-off home-grown temporary shocks to the economy 
beyond what has happened to commodity prices and this 
generally goes under-stated in much of the public debate on 
the state of the economy (see Table 1 for a list). Regardless, a 
solid June report should give way to modest growth in Q3. 
While energy cap-ex is likely to undergo another round of cuts 
in the wake of the sharp drop in oil prices over the past couple 
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Unusual Confluence Of Shocks  
To Canadian Growth 

 

 Refinery shutdown;  temporarily hit by 

fires in May-June (H1) 

 Minivan plant shutdown & re-opening 

(H1) 

 Forest fires; negative at first, add to 

growth after (H1-) 

 Retail store closings: Future Shop, 

Target, Sony, Black’s etc (H1) 

 Agricultural drought — Q4 impact, but 

not everywhere (H2) 

 Q1 GDP seasonality distortions (H1) 

 Increased child benefit payments (H2) 

 Federal election effects (H2) 
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of months, its share of the economy is in the low single digits and alone cannot sustainably destroy growth. 
The energy share of total Canadian employment including indirect effects is about 5%. There is considerable 
resilience elsewhere in the economy and this has always been our point against cavalier end-of-the-world talk.  

One such example is employment growth and we’ll get another jobs print next Friday covering the month of 
August. The Canadian economy has created about 100,000 jobs so far this year, and about 180,000 jobs since 
the start of the plunge in oil prices after June 2014. There are few advance indicators of employment growth that 
are available in Canada unlike markets such as the US that invest more heavily in labour market readings. Thus, 
we’re playing it conservatively with a long-run average estimate of 10-15,000 jobs having been created in August.  

The third macro report of the week may not be so kind, however, and largely because the prior report set 
such a high bar for additional monthly short-term growth. International merchandise trade figures will be 
released for the month of July on Thursday. Recall that export volumes grew by about a whopping  5% m/m in 
June and further short-term growth off of this tally may be difficult to achieve in July even if the third quarter as 
a whole restores export growth. An added complication is that the dollar value of the trade balance won’t get 
help from the drop in Western Canadian Select oil prices that began in July and continued into August. 

BoC Governor Poloz is among many central bankers attending Jackson Hole and, as with all of them, there is 
the risk of a policy remark. 

Canada auctions 30 year real return bonds on Wednesday. 

Europe — Interrupted Progress At The ECB And Riksbank 

In a week that ends with G20 finance ministers and central bankers meeting in Ankara following the previous 
weekend’s conclusion of the Fed’s Jackson Hole symposium, European markets are unlikely to play a tone-
setting role in global markets next week behind grander considerations in the US and Asia. That doesn’t mean 
there will be nothing worth watching. It’s just that policy stability is expected with the ECB and Riksbank 
staying the course on stimulus measures and not at the same stage of the exit debate as the Federal 
Reserve, alongside modestly informative macro evidence. 

Thursday’s ECB policy announcement is expected to introduce no change while President Draghi’s press 
conference at 8:30amET may hint at the risk of further delay in achieving inflation goals via the 
implementation of an aggressive bond buying program thanks to the sharp drop in global commodity prices. 
His colleague and Vice Chair Costancio may front-run such concerns when he speaks at the Fed’s Jackson 
Hole Symposium on “Global Inflation Dynamics.” 

Relative to such developments, macro reports will play a more subdued role. They will include German retail 
sales, unemployment, and factory orders, Italian retail sales, CPI and unemployment, France’s unemployment 
rate and EC add-ups for Q2 GDP, CPI, the unemployment rate, and retail sales. 

Sweden’s Riksbank will provide fresh policy perspectives on Thursday. The risk is a more dovish take by 
the Riksbank in the face of falling inflation risks stemming from weaker global commodity prices and 
recent currency strength.  

Asia — More Growth Readings From China 

China may again figure prominently into next week’s global market tone given growth worries, and I’ve invited 
Frances Donald to share her thoughts from this point forward. China is light on data next week, but we do 
have the official reading of the manufacturing and non-manufacturing purchasing manager indices 
(PMIs), coupled with the finalized private PMI readings, both on Monday evening. Markets were none too 
pleased when the private manufacturing indicator slipped more deeply into contraction territory, and it’s likely 
the official reading will also signal weaker manufacturing activity. There’s no question that markets will focus 
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almost exclusively on the manufacturing PMIs, but those keeping their 
eye on growth would do well to monitor the services PMI as well. 
Tertiary industries (services) surpassed secondary industries 
(manufacturing) in terms of the size of the economy in mid-2013 and, 
in Q2, services made up 49.2% of GDP (vs. manufacturing’s 43.3%) 
(see chart). Unfortunately, we have very few service-sector indicators 
— the official non-manufacturing PMI and private services PMI are 
about it. Critically, both have been doing significantly better than their 
manufacturing counterparts over the past year. The non-
manufacturing PMI hit 53.9 in July and the first reading of the private 
services PMI showed similar expansion at 53.8. Miss those, and you 
miss understanding about half of the Chinese economy. 

It’s been quiet in Australia lately. We haven’t had any relevant 
economic data since August 5th and the last we heard from the RBA 
was the release of their August 4th meeting minutes on August 17th 
so Monday’s rate decision may spice things up a little. Those minutes 
showed a committee that was feeling more optimistic following signs 
of improvement in the Chinese property market, and one that wasn’t 
particularly concerned about the impact of the Chinese equity markets, while it was felt that the weaker AUD 
would impart some economic stimulus. Heading into Monday’s policy meeting, the RBA won’t have too much 
more information to work with vs. its August meeting, but what we do have is mostly positive: 

 A better-than-expected jobs report (+39k jobs vs. +10k expected, though mostly part-time) and as-
expected improvement in wages at 0.6% q/q and 2.3% y/y 

 A further 2.9% weakening of AUD vs. USD 

 A continued acceleration in m/m Chinese property prices 

 Cuts to China’s reserve ratio requirements and benchmark interest rates  

 Roughly unchanged iron ore prices 

The key Aussie growth data for the month is actually all due out after the Monday night policy 
meeting. Tuesday night brings Q2 GDP and, on Wednesday, trade and retail sales are due out. The lack of 
incremental information may be why markets are only pricing in an 8% probability of a cut next week. Those 
odds rise to 25% for the October 6th meeting, however, so what we hear from Governor Stevens regarding 
AUD, China and housing risks this week could move the needle. 

India’s Q2 GDP reading is out Monday evening and will probably print around 7.5%. Consumer spending has 
been showing some decent signs of a pick-up via solid car sales and modestly improving confidence. 
Industrial production and business sentiment have also strengthened over the past year and will probably 
translate to faster growth in fixed asset investment. Of course, the external sector probably dragged on growth 
in the midst of weak global demand. 

Indonesia’s August CPI will play directly into the central bank’s decision-making function. Inflation has 
been running at over 7% for three consecutive months as the rupiah continues to aggressively weaken. That’s 
putting a dent in policy flexibility as the country continues to face a slowing growth profile. Thailand’s trade, 
inflation and consumer confidence data is also due out next week. 

Japan will release several macro reports on Monday and Tuesday including industrial production, housing 
starts and vehicle sales. Other releases will include CPI updates from South Korea, Thailand, and the 
Philippines, trade figures from South Korea and Thailand, and industrial production from South Korea. 
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China Eases Monetary Policy And Liberalizes Interest Rates 

 Policymakers face economic growth concerns and pressure to implement reforms.  

On August 25th, the People’s Bank of China (PBoC) cut the one-year 
lending and deposit rates by 25 basis points (bps) to 4.6% and 
1.75%, respectively, marking the fifth reduction since November 
2014. The central bank also lowered the Reserve Requirement 
Ratio (RRR) by 50 bps for all banks, which brings the ratio to 18% 
for most large banks. Furthermore, interest rate liberalization moved 
ahead as the ceiling on the deposit rate was removed.  

The decision is China’s policy response to the global financial 
community’s concerns regarding the pace and composition of the 
country’s economic growth. Simultaneously executed interest rate 
liberalization implies that China is running out of time to implement 
new long-term growth-enhancing reforms while its economic 
imbalances mount. We assess that the interest rate reform was a 
fundamental policy priority and that it was complemented by rather 
large monetary stimulus measures in order to limit any adverse 
repercussions.  

The official statement points out that the interest rate reductions 
were conducted to stimulate the economy by lowering the cost of 
funding, while the RRR cut is aimed at maintaining adequate 
liquidity in the financial system. The PBoC highlighted that monetary 
easing is justified as the economy is facing downward pressure and 
is in the midst of a major structural adjustment, while inflation 
remains at historically low levels (consumer prices rose by 1.6% y/y 
in July). We assess that Chinese real GDP will likely grow in line 
with the official target of “around 7%” this year. 

The central bank acknowledges that it is facing a challenging task of 
maintaining a healthy economic environment while simultaneously 
moving ahead with market reforms. As we have emphasized before 
(see page 8 at http://www.gbm.scotiabank.com/English/bns_econ/
globalviews150724.pdf), recent financial market volatility is not 
stalling the structural reform process like many had argued, but 
rather speeding it up, as confirmed by the interest rate liberalization 
announcement. The PBoC removed the ceiling on deposit rates with 
a term longer than a year, which will allow banks to set their rates freely according to market dynamics; the 
floor on lending rates was removed in July 2013. Interest rate liberalization will foster competition and promote 
the adoption of adequate risk management techniques in the financial system. The ceiling on deposit rates of 
less than one year was kept, but raised to 1.5 times the benchmark rate; this is in line with the Chinese 
government’s incremental reform approach, as the PBoC considers “first long term, then short-term” order to 
be conducive to stability. The introduction of deposit insurance in May 2015 will help protect Chinese savers 
from any difficulties that some financial institutions may face amidst increased competition and pressure on 
their profit margins.  

Given growing economic imbalances, particularly in terms of mounting industrial overcapacity, the reform 
agenda is critically pressing in order to transform the Chinese economy from being investment-driven to an 
innovation-promoting model required for productivity-based economic expansion. The fixing mechanism for 
the renminbi exchange rate was reformed on August 11th, which allows the currency to play an important role 
as a shock absorber amidst further structural adjustments. Now that interest rate liberalization is virtually 
complete, and once stability is restored, the Chinese administration will have the means to move ahead to 
open the country’s capital account.  
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What’s Not Priced-In For Bank Of Canada Cut Scenarios? 

 An overview of the key reasons the BoC could cut earlier than what markets are pricing, 
as well as the reasons to wait. 

Will the Bank of Canada cut rates again?  We offer our thoughts in 
the context of market pricing and consensus expectations. 

Overnight index swap (OIS) markets that swap a fixed rate for the 
overnight rate and thus imply where the policy rate may be in 
future have it as a coin toss whether the BoC cuts again at its 
October meeting.  Relative to October, there are lower market 
odds for a rate cut at the meeting on September 9th and higher 
odds at later meetings.  Chart 1 shows the probabilities assigned 
by market pricing to policy rates at each of the next six meetings. 
The rest of the Canada curve is richly priced for a cut followed by 
a very dovish policy bias for some time thereafter.  

The Bloomberg economist consensus may be stale as the last 
survey is dated August 14th and may not reflect recent 
developments, but it still shows no further cut expected this year 
and only two shops expect a cut next year.  

If the name of the game is to assess cut risks relative to market 
pricing, then it may be that the market bet is a cut in September or October relative to what's priced later. Why 
cut sooner rather than later? And why not?  

Let’s start with the reasons to cut earlier rather than later. It is a fairly short but powerful list:  

 Oil prices have been crushed since the last cut in July — Western Canada Select prices have dropped 
32% — and a further round of cap-ex reductions is likely on the way. We can argue that cuts won't do a 
thing to remedy this, and that 85% of the economy lies outside of the energy sector including its indirect 
effects, but the BoC seems to think otherwise. 

 Global market turmoil may be introducing downside risks to confidence that are not terribly evident thus 
far. 

 The BoC thinks it can mop up housing risks later by providing stimulus now and that specific 
catalysts for a housing correction are absent. Personally, I don't quite see it that way. One thing I 
continue to disagree with is the notion that housing is just fine as long as there is no shock to employment 
or rates. Employment fell after the US housing correction unfolded, not before, so the direction of causality 
during housing corrections is often misunderstood. Also, the key 30 year fixed mortgage rate floated around 
the 5.5-6.5% range from 2006-08 and hardly imposed a big rate shock on US housing demand to spark the 
downdraft. I think the more housing stimulus Canada continues to apply in the short-term, the greater the 
likelihood that we enter a void in demand marked by transferred demand to the present. Macroprudential 
rule tightening hasn't put much of a dent in housing demand so far, so relying upon it to contain the effects 
of falling borrowing costs in future is a bit of a gamble. With all housing and consumer variables at all-time 
record highs, including the 70% home ownership rate, this scenario is one in which we’ve over-stimulated 
the present and may eventually enter a demand vacuum but with much less leverage in the Canadian 
financial system. We’re not believers in a hard landing for many reasons, but we remain more cautious in 
our outlook. 

However, there’s also a lengthier list of reasons why one should not price in early rate cuts. That said, they 
probably matter less to the BoC.  
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 The BoC may wish to keep some powder dry and revert back to their language following the January 
rate cut when Poloz noted that policy adjustments don’t need to move in a straight line especially the 
closer they get to zero. Negative rates would not be appealing. Pay financial institutions outright to take 
deposits? Other risk-adjusted choices would be limited for many consumers and the blowback on Ottawa 
for this could be quite intense. Given the risks, I would think they will be very careful with the last bullet or 
two before going negative in a grand experiment. 

 Cutting in September is too close to the October 19th Canadian Federal election and the September 
9th policy meeting does not come accompanied by a Monetary Policy Report. But then again, the quarter 
before past federal elections is full of rate cut examples and pauses that combine to vastly outnumber 
rate hikes. 

 June macro data and Q3 expectations are consistent with the return of modest growth that the BoC 
had expected including on the export side. They may take that as very preliminary evidence that the 
shock of lower oil prices is transitioning toward the benefits notwithstanding the additional down leg in oil 
prices since then. Poloz didn’t have that when he cut in July.  

 USDCAD has depreciated by an extra 5 cents since the July cut. 

 The BoC may wait to evaluate fiscal policy after the election as stimulus of one form or another seems 
likely (spending, or homebuyers plan, reno tax credit, various other targeted measures, etc.). 

 The BoC may also want to wait to evaluate the effects of rate cuts to date, given 12-18 month lagged 
effects on the economy. 

 A U.S. rebound is more evident than it was with data available at the July BoC meeting, implying a 
further pick-up in Canadian growth.  

 The BoC may view Federal Reserve risks as more muted 
than previously which is significant by way of giving the BoC 
some breathing room because they view Fed tightening as 
carrying negative connotations for Canada. 

 The BoC clearly doesn't much care now, but at some point 
the persistent upward pressure on core CPI should 
concern the BoC especially as CAD weakens further 
(chart 2). Headline CPI will probably be back at 2% in 
2016H1 and core is already there with no cooling in sight in 
my opinion and I maintain that having to pay more for imports 
that are large shares of many types of consumer goods will 
impose downside risks to the consumer outlook as a direct 
by-product of a weaker currency that is in part due to 
monetary policy beyond the effects of lower commodity 
prices. 

 

 

CANADIAN MACRO COMMENT 
Derek Holt 416.863.7707 

derek.holt@scotiabank.com 

0.0

0.5

1.0

1.5

2.0

2.5

3.0

08 09 10 11 12 13 14 15

Core Inflation On The Rise

Core CPI

Source: Scotiabank Economics, Statistics Canada.

%, y/y

Chart 2 
 



Economics 

Global Views 
  

August 28, 2015 

9 

 

  

 

U.S. First-Time Buyers Still Facing Homeownership Hurdles 

 Stronger participation of first-time homebuyers is needed to sustain the improving 
momentum in the U.S. housing sector. 

U.S. housing activity is gaining traction, with home sales and construction touching multi-year highs. Average existing 
home prices have finally returned to their 2006 peak, though remain about 15% below after adjusting for inflation. The 
recovery has been broadly based, with sales and prices posting healthy annual advances in all major regions.  

A strengthening U.S. job market and rising household formation should extend the recovery. Mortgage rates 
remain historically low. Leading indicators, including pending home sales, home purchase intentions, buyer 
traffic, builder sentiment and permit demand, all point to further improvement in the months ahead. Demographic 
trends are supportive, with the large millennial cohort moving into its prime homebuying years. 

Yet the recovery continues to face a critical headwind — the lack of a discernible pickup in first-time buyer 
activity. The first-time buyer share of existing home sales has been stuck around 30% since 2012, well below 
the typical 40% level. Still tight credit conditions, weak wage growth and rising student debt loads remain a 
hurdle for many potential buyers.  

Declining affordability also poses a challenge, with house price increases consistently outstripping income gains. 
The National Association of Realtors affordability benchmark for first-time buyers has deteriorated roughly 15% 
since 2012, though it remains above its long-term average. Affordability could be further constrained next year if 
mortgage rates drift higher. 

At the same time, a number of factors are restricting the supply of entry-level homes. These include the 
conversion of foreclosed properties to rentals in recent years, and an ongoing, albeit declining, pool of negative 
or near-negative equity households which are more limited in their ability to move or finance a new mortgage. 
About 12% of mortgage holders are either ‘underwater’ or have less than 5% equity, with the highest 
concentration for homes valued at less than $200,000.  

Rising new construction is not adding notably to the inventory of more affordable homes for sale, as builders 
continue to target high-income buyers. The average size of recently completed single-family dwellings climbed 
to a record 2,700 square feet in the second quarter. Meanwhile, tougher financing rules in recent years have 
contributed to a record low level of condominium starts, an affordable entry point for many first-time buyers. 

A growing share of new construction has been geared to the rental market, primarily high-end units. Fully one-
third of U.S. housing starts over the past year have been rental units — the highest share on record. Builders’ 
growing preference for purpose-built apartments mirrors strong rental demand, falling vacancy rates, rising 
rents, and increased investor interest. 

The U.S. rental boom, while initially driven by a wave of property foreclosures following the 2006 housing bust, is 
showing no signs of letting up. The overwhelming majority of the roughly 1.6 million new U.S. households formed 
over the past year have chosen to rent, not buy. Many will likely eventually make the transition to homeownership, 
but this could take some time. While the greater propensity of Americans to rent is likely being driven primarily by 
financial constraints, it may also reflect lifestyle considerations, including a growing preference for urban living.  

Generating a larger pool of first-time buyers is becoming increasingly important to sustaining the momentum in 
the U.S. housing sector as demand from investors slows. Individual investors have accounted for less than 15% 
of existing home sales this year, compared with 20-25% in the aftermath of the housing bust. Investor purchases 
are expected to remain moderate alongside a shrinking pool of distressed properties. 

The number of international buyers of U.S. real estate also has declined, as steady house price increases and a 
strong U.S. dollar erode their purchasing power. U.S. home purchases by buyers from Canada, the U.K. and 
Mexico posted double-digit declines in the twelve months through March. Chinese buyers have been a notable 
exception, with continuing strong U.S. property acquisitions supported by a relatively strong yuan. Foreign 
buyers — resident and non-resident — account for about 4% of U.S. existing home sales, and about 8% of the 
dollar volume of sales. 
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European Central Bank Preview 

 Potential new actions on QE are in sight. 

Following the July 16th meeting of the European Central Bank’s (ECB) Governing Council, President Mario 
Draghi noted that: “Looking ahead, we will continue to closely monitor the situation in financial markets, as 
well as the potential implications for the monetary policy stance and for the outlook for price stability. If any 
factors were to lead to an unwarranted tightening of monetary policy, or if the outlook for price stability 
were to materially change [emphasis added], the Governing Council would respond to such a situation by 
using all the instruments available within its mandate”. 

Have we already reached these two situations highlighted in the quotation? Recent comments from some of 
the ECB’s Governing Council members suggest potentially split views within the group. While Vice President 
Vitor Constancio still sounded cautiously optimistic, other members, such as Ewald Novotny and Chief 
Economist Peter Praet, pointed to downside risks to inflation. In what follows, we take a closer look at the 
aforementioned two points and conclude that additional monetary policy actions may be approaching.  

Regarding the outlook on price stability, it has clearly deteriorated. As suggested by earlier comments from 
Chief Economist Praet, both the growth and inflation forecasts are expected to be revised down. 

 Economic growth: Thus far, latest business surveys have shown some resilience to weakening global 
momentum. However, softer than expected Q2 GDP data make it difficult to reach the 1.5% real GDP 
growth target set for this year, as this would assume that euro zone’s output growth accelerated to around 
0.6% q/q in the second half of the year. Accordingly, we will likely get a downward revision to this year’s 
forecast to 1.2%-1.3%. Further ahead, softer global activity should also lower the medium-term growth 
projection, although it may be partially offset by the positive impact of lower oil prices on households’ 
purchasing power. We assess that a negative output gap could persist somewhat longer than previously 
thought.   

 Inflation: The sharp drop in oil prices will cause downward adjustments to the expected HICP profile. We 
expect a downward revision to -0.1%-0.0% y/y for this year (from 0.3% y/y previously). Meanwhile, we 
anticipate that the 2016 projection will be pushed down by just over half a percentage point to 0.9%-1.0% 
y/y, with the crucial medium-term 2017 
figure shunted down by around a quarter 
percentage point to 1.5%. President Draghi 
may even suggest that the risks on these 
forecasts could be on the downside as the 
ECB staff did not take into account the full 
impact of the latest fall in oil prices as well 
as the re-strengthening of the euro. 
Important to watch beyond these headline 
figures will be any changes to the profile of 
core inflation (expected to rise to 1.4% y/y 
and 1.7% y/y in 2016 and 2017, 
respectively) as the move up to 1.0% y/y in 
July had raised optimism inside the ECB 
board that the worst of the deflation has 
been passed.  

 Finally, inflation expectations in financial markets have adjusted sharply lower. Euro 10Y inflation swaps 
are down to below 1.20% while the 5Y in 5Y is around 1.6%-1.65%, well below levels seen at the time of 
the last meeting, and the lowest since the beginning of QE (please see chart on the following page).   
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Regarding any renewing tightening in the monetary policy, there are conflicting messages.   

 While interest rates have moved lower over the past month and accelerating credit growth shows that the 
transmission of monetary policy is improving, falling equity market and, more importantly in our view, the 
re-strengthening of the euro refuel the risk of “unwarranted” re-tightening in financial conditions.   

 Maintaining a weak euro is important for absorbing negative external shocks and for the ECB’s 
reflationary scenario. Fortunately, the ECB seems to be more and more aware of this with minutes from 
the July meeting specifically pointing to this by highlighting that “the balance of risks to the economic 
outlook for the euro area was seen to remain on the downside… related to a possible reversal of recent 
energy price and exchange rate developments…”. In view of the ECB’s forecast for EUR/USD at around 
1.12 released in its June forecast, with current levels within the 1.14-1.16 range we have already crossed 
the pain threshold.  

 

 

 

 

 

 

 

 

All in all, there is a growing need for additional monetary actions. The ECB has so far committed to a QE 
programme that will last up to September 2016. However, this timeframe was set up under the assumption 
that inflation will move back to “price stability” by 2017. There is enough evidence that this picture has now 
changed. Accordingly, President Draghi might conclude that the QE program should continue beyond 
September 2016 or should be speeded up by increasing the amount bought each month. Comments from the 
ECB’s chief economist contribute to an increase in expectations for such an announcement. Also, 
speculations of further expansion in bond purchases from publicly owned corporates to private companies 
could increase.   

Frédéric Prêtet 00.33.17037.7705 
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Key Data Preview  

CANADA 

June was a positive month for almost all leading growth indicators and 
so we are expecting the June GDP to accelerate by a solid +0.3% clip. 
Hours worked jumped by +0.6% m/m, the most since June 2012, export 
volumes surged +4.8% m/m, manufacturing sales volumes were higher 
by +0.5% m/m, housing starts rose by +2.2% m/m, and wholesale trade 
rose 1.1% m/m. Retail sales were one of the softer indicators and even 
there, volumes were still only flat. The better month should also help 
mitigate some of the weakness we saw in April and May’s monthly data, 
and we’re expecting Q2 GDP growth to fall by -0.8% q/q mostly due to a 
sizeable drop in business investment of around -14% largely attributed 
to the effects of the oil price shock. Consumption remains fairly 
protected, however, and will probably have grown 2.0% y/y on the 
quarter. Monthly income-based tracking suggests some downside risk 
to the Q2 number, though the monthly income-based and quarterly 
expenditure-based figures do not generally line up that precisely. Plus, 
there are several sectors that are difficult to observe ahead of GDP 
such as natural resources and services, and we may well have some 
downside pressure from temporary shocks like forest fires.  

We expect Canadian jobs to remain around trend at 10k new jobs in August. That should keep the 
unemployment rate fairly stable at 6.8%. Employment has so far remained fairly robust in the presence of the 
oil shock, in large part because less than 5% of the labour force is employed directly or indirectly in energy. 
The entire natural resource sector is down only 12k jobs since January. 

Canadian trade data was very strong in June, and we are expecting some reversal in July to a wider -1.5bn 
deficit. Western Canada Select fell an average 40% between June and July, which should substantially weigh 
on the energy side of the picture. Auto exports may provide some offset as U.S. vehicle sales surged in July. 
The impact of ongoing C$ depreciation is also likely to be felt on the nominal import cost front.  

UNITED STATES 

We expect nonfarm payrolls to move back toward +225k in 
August. Initial jobless claims continue to run at very low levels, with 
the caveat that claims do not always translate to stronger payrolls. 
Claims averaged a very healthy 274k/week in August after much 
more elevated levels earlier in the year. On the unemployment rate 
side of things, we’re expecting a 5.3% print as cumulative gains in 
jobs are likely to be mitigated by ongoing increases in participation. 

The U.S. trade deficit probably won’t have meaningfully changed in 
July and we are expecting the deficit to narrow by only a touch to 
-45bn. On one hand, the real trade-weighted dollar climbed by 1.5% 
over the month which may work against exports. However, 
shipments of durable goods improved on the month suggesting 
improved export activity. Oil prices fell on the month (-15% on WTI, 
-12% on Brent, -40% on WCS), which should be a plus for the U.S. 
(which is still a net importer of crude) and the petro bill will have 
dropped meaningfully. However, the risk is that U.S. refiners import 
more to take advantage of lower prices and it’s possible that there is still some pent-up demand left over from 
extremely low oil imports in May. That said, strong retail sales and even stronger auto sales probably 
correspond to rising imports.  

Dov Zigler 212.225.6631  
dov.zigler@scotiabank.com                    

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 

Frances Donald 416.862.3080 
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LATIN AMERICA 

Peru will release inflation data for August on September 1st. We 
estimate that consumer prices increased by 3.8% y/y compared 
with a 3.6% y/y gain a month earlier. The Peruvian economy 
continues to show the double effect of weakening economic 
activity and higher inflationary pressures. The latter is caused 
primarily by a severe terms of trade shock and the ensuing 
depreciating bias of the Peruvian sol against the US dollar. We 
estimate that the headline inflation rate will remain above the 
official central bank target through the remainder of the quarter, 
ranging between 3.6% and 4% y/y, before initiating a 
convergence trend some time in 2016. 

ASIA/PACIFIC 

India and Australia will release second quarter GDP data on 
August 31st and September 1st (EST), respectively. We estimate 
that Indian output increased by 7.5% y/y, in line with the pace in 
the prior quarter. While the external sector remains a drag on 
growth, consumer spending is showing signs of a pick-up. We 
expect that real GDP growth will accelerate to 7.7% in 2016 
from the average gain of 7.5% this year, driven by 
strengthening household spending, increasing investment 
(particularly in terms of infrastructure) as well as recuperating 
external sector performance. 

Australia’s economic performance remains relatively soft as the 
economy continues to face the adverse impacts of low iron ore 
prices and weaker import demand from China. We estimate that 
the country’s real GDP increased by 0.4% q/q (2.2% y/y) 
following a 0.9% q/q (2.3% y/y) gain in the first three months of 
the year. Despite export sector headwinds, private spending is 
supported by a buoyant housing market and accommodative 
monetary policy. We expect the Australian economy to expand 
close to 2½% this year, followed by a slight acceleration in 2016 
on the back of strengthening external demand.  

EUROPE 

We expect euro zone headline inflation to come in at 0.1% y/y 
for August, down from July’s 0.2% y/y, as a result of lower 
energy costs making their way through the system. Early 
reporting countries have already recorded virtually flat 
(Germany, 0.1% y/y) or falling prices (Spain, -0.5% y/y) for the 
month with details yet to be released. We anticipate Italy to also 
follow suit with inflation dropping from 0.3% y/y in July to  
0.2% y/y in August.  

A2 
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Key Indicators for the week of August 31 – September 4 

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

North America 

A3 

Europe 

Country Date Time Indicator Period BNS Consensus Latest
CA 08/31 08:30 Current Account (C$ bn a.r.) 2Q -- -17.0 -17.5
US 08/31 09:45 Chicago PMI Aug -- 54.7 54.7
US 08/31 10:30 Dallas Fed. Manufacturing Activity Aug -- -2.5 -4.6

CA 09/01 08:30 Real GDP (m/m) Jun 0.3 0.2 -0.2
CA 09/01 08:30 Real GDP (q/q a.r.) 2Q -0.8 -0.9 -0.6
US 09/01 10:00 Construction Spending (m/m) Jul -- 0.8 0.1
US 09/01 10:00 IBD/TIPP Economic Optimism Index Sep -- -- 46.9
US 09/01 10:00 ISM Manufacturing Index Aug 53.5 52.8 52.7
US 09/01 Domestic Vehicle Sales (mn a.r.) Aug -- 13.9 13.9
US 09/01 Total Vehicle Sales (mn a.r.) Aug -- 17.3 17.5

US 09/02 07:00 MBA Mortgage Applications (w/w) AUG 28 -- -- 0.2
US 09/02 08:15 ADP Employment Report (000s m/m) Aug 205.0 200.0 185.4
US 09/02 08:30 Productivity (q/q a.r.) 2Q F -- 2.5 1.3
US 09/02 08:30 Unit Labor Costs (q/q a.r.) 2Q F -- -0.7 0.5
US 09/02 10:00 Factory Orders (m/m) Jul -- 0.7 1.8

CA 09/03 08:30 Merchandise Trade Balance (C$ bn) Jul -1.5 -1.3 -0.5
US 09/03 08:30 Initial Jobless Claims (000s) AUG 29 -- 273 271
US 09/03 08:30 Continuing Claims (000s) AUG 22 -- -- 2269
US 09/03 08:30 Trade Balance (US$ bn) Jul -45.0 -44.5 -43.8
US 09/03 10:00 ISM Non-Manufacturing Composite Aug 59.0 58.3 60.3

CA 09/04 08:30 Unemployment Rate (%) Aug 6.8 6.8 6.8
CA 09/04 08:30 Employment (000s m/m) Aug 10.0 -2.0 6.6
CA 09/04 08:30 Productivity (q/q a.r.) 2Q -- -0.7 -0.1
US 09/04 08:30 Unemployment Rate (%) Aug 5.3 5.2 5.3
US 09/04 08:30 Nonfarm Employment Report (000s m/m) Aug 225.0 220.0 215.0
US 09/04 08:30 Household Employment Report (000s m/m) Aug -- -- 101.0
US 09/04 08:30 Average Hourly Earnings (m/m) Aug -- 0.2 0.2
US 09/04 08:30 Average Weekly Hours  Aug -- 34.5 34.6

Country Date Time Indicator Period BNS Consensus Latest
GE 08/31 02:00 Retail Sales (m/m) Jul 0.8 1.1 -2.3
SP 08/31 03:00 Current Account (€ bn) Jun -- -- 1.2
EC 08/31 05:00 Euro zone CPI Estimate (y/y) Aug 0.1 0.1 0.2
EC 08/31 05:00 Euro zone Core CPI Estimate (y/y) Aug A 0.9 0.9 1.0
IT 08/31 05:00 CPI (m/m) Aug P -- 0.1 -0.1
IT 08/31 05:00 CPI (y/y) Aug P -- 0.1 0.2
IT 08/31 05:00 CPI - EU Harmonized (m/m) Aug P -0.2 -0.2 -2.0
IT 08/31 05:00 CPI - EU Harmonized (y/y) Aug P 0.2 0.2 0.3
PO 08/31 06:00 Real GDP (q/q) 2Q F -- 0.4 0.4
SP 08/31 Budget Balance YTD (€ mn) Jul -- -- -23445

IT 09/01 03:45 Manufacturing PMI Aug 54.2 55.0 55.3
FR 09/01 03:50 Manufacturing PMI Aug F 48.6 48.6 48.6
GE 09/01 03:55 Manufacturing PMI Aug F 53.2 53.2 53.2
GE 09/01 03:55 Unemployment (000s) Aug -10.0 -3.5 9.0
GE 09/01 03:55 Unemployment Rate (%) Aug 6.4 6.4 6.4
EC 09/01 04:00 Manufacturing PMI Aug F 52.4 52.4 52.4
IT 09/01 04:00 Unemployment Rate (%) 2Q -- 12.5 12.4
UK 09/01 04:30 Manufacturing PMI Aug -- 52.0 51.9
UK 09/01 04:30 Net Consumer Credit (£ bn) Jul -- 1.2 1.2
EC 09/01 05:00 Unemployment Rate (%) Jul 11.0 11.1 11.1
IT 09/01 05:00 Real GDP (q/q) 2Q F 0.2 0.2 0.2
IT 09/01 12:00 Budget Balance (€ bn) Aug -- -- -2.2
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Key Indicators for the week of August 31 – September 4 

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

A4 

Europe (continued from previous page) 

Country Date Time Indicator Period BNS Consensus Latest
UK 09/02 04:30 PMI Construction Aug -- 57.5 57.1
EC 09/02 05:00 PPI (m/m) Jul -- -0.1 -0.1

SW 09/03 03:30 Riksbank Interest Rate (%) Sep 3 -0.35 -0.35 -0.35
IT 09/03 03:45 Services PMI Aug 53.0 52.5 52.0
FR 09/03 03:50 Services PMI Aug F 51.8 51.8 51.8
GE 09/03 03:55 Services PMI Aug F 53.6 53.6 53.6
EC 09/03 04:00 Composite PMI Aug F 54.1 54.1 54.1
EC 09/03 04:00 Services PMI Aug F 54.3 54.3 54.3
UK 09/03 04:30 Official Reserves Changes (US$ bn) Aug -- -- -846.0
UK 09/03 04:30 Services PMI Aug -- 57.7 57.4
EC 09/03 05:00 Retail Trade (m/m) Jul -- 0.5 -0.6
EC 09/03 07:45 ECB Main Refinancing Rate (%) Sep 3 0.05 0.05 0.05

GE 09/04 02:00 Factory Orders (m/m) Jul 1.0 -0.6 2.0

Asia Pacific 

Country Date Time Indicator Period BNS Consensus Latest
SK 08/30 17:00 Business Survey- Manufacturing Sep -- -- 70.0
SK 08/30 17:00 Business Survey- Non-Manufacturing Sep -- -- 71.0
SK 08/30 19:00 Industrial Production (y/y) Jul -- -1.6 1.2
SK 08/30 19:00 Cyclical Leading Index Change Jul -- -- -0.5
JN 08/30 19:50 Industrial Production (y/y) Jul P -- 0.8 2.3
AU 08/30 21:00 HIA New Home Sales (m/m) Jul -- -- 0.5
AU 08/30 21:30 Private Sector Credit (y/y) Jul -- 5.9 5.9

JN 08/31 00:00 Vehicle Production (y/y) Jul -- -- -5.3
JN 08/31 01:00 Housing Starts (y/y) Jul -- 11.0 16.3
JN 08/31 01:00 Construction Orders (y/y) Jul -- -- 15.4
TH 08/31 03:30 Exports (y/y) Jul -- -- -8.9
TH 08/31 03:30 Imports (y/y) Jul -- -- 0.3
TH 08/31 03:30 Trade Balance (US$ mn) Jul -- -- 1988
TH 08/31 03:30 Current Account Balance (US$ mn) Jul -- 1185.0 893.0
TH 08/31 03:30 Business Sentiment Index Jul -- -- 49.1
HK 08/31 04:30 Retail Sales - Volume (y/y) Jul -- 2.3 4.4
IN 08/31 08:00 Real GDP (y/y) 2Q 7.5 7.4 7.5
NZ 08/31 18:45 Terms of Trade Index (q/q) 2Q -- -2.0 1.4
SK 08/31 19:00 CPI (y/y) Aug 0.7 0.7 0.7
SK 08/31 19:00 Core CPI (y/y) Aug -- 2.1 2.0
JN 08/31 19:50 Capital Spending (y/y) 2Q -- 8.9 7.3
NZ 08/31 20:00 QV House Prices (y/y) Aug -- -- 10.1
SK 08/31 20:00 Exports (y/y) Aug -- -6.6 -3.4
SK 08/31 20:00 Imports (y/y) Aug -- -15.0 -15.3
SK 08/31 20:00 Trade Balance (US$ mn) Aug -- 6077 7723
CH 08/31 21:00 Manufacturing PMI Aug -- 49.7 50.0
CH 08/31 21:00 Non-manufacturing PMI Aug -- -- 53.9
AU 08/31 21:30 Building Approvals (m/m) Jul -- 3.0 -8.2
AU 08/31 21:30 Current Account (AUD bn) 2Q -- -16.0 -10741.0
AU 08/31 21:30 Australia Net Exports of GDP 2Q -- -0.3 0.5
JN 08/31 21:35 Markit/JMMA Manufacturing PMI Aug F -- -- 51.9
CH 08/31 21:45 HSBC Manufacturing PMI Aug F 47.1 47.2 47.1
CH 08/31 21:45 HSBC Services PMI Aug -- -- 53.8
TH AUG 31-SEP 1 CPI (y/y) Aug -0.9 -1.0 -1.1
TH AUG 31-SEP 1 Core CPI (y/y) Aug -- 0.9 0.9
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Key Indicators for the week of August 31 – September 4 

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
ID 09/01 00:00 CPI (y/y) Aug 7.5 7.4 7.3
ID 09/01 00:00 Core CPI (y/y) Aug -- 4.9 4.9
AU 09/01 00:30 RBA Cash Target Rate (%) Sep 1 2.00 2.00 2.00
JN 09/01 01:00 Vehicle Sales (y/y) Aug -- -- -1.3
SK 09/01 19:00 Current Account (US$ mn) Jul -- -- 12187
JN 09/01 19:50 Monetary Base (y/y) Aug -- -- 32.8
AU 09/01 21:30 GDP (y/y) 2Q 2.2 2.2 2.3
ID SEP 1-2 Consumer Confidence Index Aug -- -- 109.9

SI 09/02 09:30 Purchasing Managers Index Aug -- -- 49.7
SK 09/02 19:00 GDP (y/y) 2Q F 2.2 -- 2.2
AU 09/02 21:30 Retail Sales (m/m) Jul -- 0.4 0.7
AU 09/02 21:30 Trade Balance (AUD mn) Jul -- -3100 -2933
HK 09/02 22:30 Purchasing Managers Index Aug -- -- 48.2
TH 09/02 23:30 Consumer Confidence Economic Aug -- -- 62.6

PH 09/03 21:00 CPI (y/y) Aug 0.8 0.7 0.8
PH 09/03 21:00 Core CPI (y/y) Aug -- 1.9 1.9

MA 09/04 00:00 Exports (y/y) Jul -- 3.3 5.0
MA 09/04 00:00 Imports (y/y) Jul -- -0.8 -1.5
MA 09/04 00:00 Trade Balance (MYR bn) Jul -- 6.2 8.0

Country Date Time Indicator Period BNS Consensus Latest
CL 08/31 08:00 Industrial Production (y/y) Jul -- 1.3 1.7
CL 08/31 08:00 Retail Sales (y/y) Jul -- 3.4 4.1
CL 08/31 08:00 Unemployment Rate (%) Jul 6.6 6.6 6.6
CO 08/31 11:00 Urban Unemployment Rate (%) Jul 9.7 9.6 9.7

PE 09/01 01:00 Consumer Price Index (y/y) Aug 3.8 -- 3.6
BZ 09/01 09:00 PMI Manufacturing Index Aug -- -- 47.2
BZ 09/01 14:00 Trade Balance (FOB) - Monthly (US$ mn) Aug -- -- 2379

BZ 09/02 08:00 Industrial Production (y/y) Jul -- -5.9 -3.2
BZ 09/02 SELIC Target Rate (%) Sep 2 14.50 14.25 14.25
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Global Auctions for the week of August 31 – September 4 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A6 

Country Date Time Event
US 08/31 11:30 U.S. to Sell USD24 Bln 3-Month Bills
US 08/31 11:30 U.S. to Sell USD24 Bln 6-Month Bills
US 08/31 11:30 U.S. to Sell USD25 Bln 14-Day Cash Management Bill

US 09/01 11:30 U.S. to Sell 4-Week Bills

CA 09/02 12:00 Canada to Sell 30-Year Real Return Bonds

Country Date Time Event
CC 08/31 05:00 Cyprus to Sell 13-Week Bills
FR 08/31 08:50 France to Sell Up to EUR3.8 Bln 91-Day Bills
FR 08/31 08:50 France to Sell Up to EUR1.6 Bln 140-Day Bills
FR 08/31 08:50 France to Sell Up to EUR1.5 Bln 351-Day Bills

MB 09/01 05:00 Malta to Sell Bills
BE 09/01 05:00 Belgium to Sell 105-Day Bills
BE 09/01 05:00 Belgium to Sell 161-Day Bills
EC 09/01 05:10 ECB Main Refinancing Operation Result
SZ 09/01 05:15 Switzerland to Sell 91-Day Bills
AS 09/01 05:15 Austria to Sell 1.2% 2025 Bonds
AS 09/01 05:15 Austria to Sell 3.9% 2020 Bonds

BE 09/02 05:00 Belgium to Sell 0.9% 2025 Bonds
GR 09/02 05:00 Greece to Sell EUR875 Mln 182-Day Bills
GE 09/02 05:30 Germany to Sell EUR4 Bln 0.25% 2020 Bonds
UK 09/02 05:30 U.K. to Sell GBP3.75 Bln 1.5% 2021 Bonds
SW 09/02 10:20 Sweden to Sell SEK2 Bln 3.5% 2022 Bonds
SW 09/02 10:20 Sweden to Sell SEK2 Bln 1.5% 2023 Bonds

SP 09/03 04:30 Spain to Sell 1.15% 2020 Bonds
SP 09/03 04:30 Spain to Sell 1.8% I/L 2024 Bonds
SP 09/03 04:30 Spain to Sell 2.15% 2024 Bonds
SP 09/03 04:30 Spain to Sell 5.15% 2044 Bonds
FR 09/03 04:50 France to Sell 1.75% 2023 Bonds
FR 09/03 04:50 France to Sell 2.5% 2030 Bonds

UK 09/04 06:00 U.K. to Sell GBP2 Bln 28-Day Bills
UK 09/04 06:00 U.K. to Sell GBP1 Bln 91-Day Bills
UK 09/04 06:00 U.K. to Sell GBP2 Bln 182-Day Bills
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Global Auctions for the week of August 31 – September 4 

Source: Bloomberg, Scotiabank Economics. 

A7 

Asia Pacific 

Latin America 

Country Date Time Event
AU 08/30 21:00 Australia Plans to Sell AUD500 Mln 2.75% 2035 Bonds
CH 08/30 21:20 Henan to Sell CNY5.1 Bln 3-Yr General Bonds
CH 08/30 21:20 Henan to Sell CNY7.66 Bln 5-Yr General Bonds
CH 08/30 21:20 Henan to Sell CNY7.66 Bln 7-Yr General Bonds
CH 08/30 21:20 Henan to Sell CNY5.1 Bln 10-Yr General Bonds
CH 08/30 22:20 Henan to Sell CNY3.14 Bln 3-Yr Special Bonds
CH 08/30 22:20 Henan to Sell CNY4.7 Bln 5-Yr Special Bonds
CH 08/30 22:20 Henan to Sell CNY4.7 Bln 7-Yr Special Bonds
CH 08/30 22:20 Henan to Sell CNY3.14 Bln 10-Yr Special Bonds

JN 08/31 23:45 Japan to Sell 10-Year Bonds

AU 09/01 21:00 Australia Plans to Sell AUD600 Mln 1.75% 2020 Bonds
CH 09/01 23:00 China to Sell 5-Year Bonds

AU 09/02 20:30 Australia Plans to Sell AUD500 Mln 98-Day Bills
JN 09/02 23:35 Japan to Sell 3-Month Bills

JN 09/03 04:00 Japan Auction for Enhanced-Liquidity
AU 09/03 21:00 Australia Plans to Sell AUD600 Mln 4.25% 2026 Bonds
CH 09/03 23:00 China to sell 1-Year Bonds

Country Date Time Event
CL 09/02 11:00 Chile to Sell BTU - 03/01/2021

BZ 09/03 11:00 Brazil to Sell Bills LTN - 10/01/2016
BZ 09/03 11:00 Brazil to Sell Bills LTN - 10/01/2017
BZ 09/03 11:00 Brazil to Sell Bills LTN - 07/01/2019
BZ 09/03 11:00 Brazil to Sell Fixed Rate Bonds - 01/01/2025
BZ 09/03 11:00 Brazil to Sell Fixed Rate Bonds - 01/01/2021
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Events for the week of August 31 – September 4 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A8 

North America 

Asia Pacific 

Latin America 

Country Date Time Event
US 08/29 12:25 Fed Vice Chair Fischer Remarks on U.S. Inflation Developments

US 09/01 13:10 Fed's Rosengren to Speak on Economic Outlook

US 09/02 14:00 U.S. Federal Reserve Releases Beige Book

US 09/04 08:10 Richmond Fed’s Lacker Makes “The Case Against Further Delay."

Country Date Time Event
EC 08/29 12:25 ECB Vice President Constancio Speaks at Jackson Hole
UK 08/29 12:25 BoE's Mark Carney Speaks at Jackson Hole Symposium

EC 09/01 06:00 Schaeuble, Sapin, Padoan, De Guindos at EU Parliament Panel
EC 09/01 08:00 ECB SSM Board Member Julie Dickson Speaks in London

SW 09/02 03:00 Riksbank Monetary Policy Meeting
NE 09/02 04:00 Dijsselbloem to Discuss Eurogroup Agenda in Dutch Parliament

SW 09/03 03:30 Riksbank Interest Rate
EC 09/03 07:45 ECB Main Refinancing Rate
EC 09/03 07:45 ECB Deposit Facility Rate
EC 09/03 07:45 ECB Marginal Lending Facility
AS 09/03 15:30 Austria's Schelling and Euro Group's Dijsselbloem in Alpbach

EC 09/04 10:00 ECB's Ewald Nowotny Participates in Panel at Forum Alpbach
PO 09/04 Portugal Sovereign Debt Rating May Be Published by Moody's
SW 09/04 Sweden Sovereign Debt to Be Rated by S&P
EC SEP 4-5 G-20 Finance Ministers, Central Bankers Meet in Ankara

Country Date Time Event
AU 09/01 00:30 RBA Cash Rate Target

JN 09/02 21:30 BOJ Kiuchi will speak in Aomori

Country Date Time Event
BZ 09/02 Selic Rate

CO 09/04 14:00 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 0.50 September 9, 2015 0.50 0.50

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

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

EUROPE
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank – Refinancing Rate 0.05 September 3, 2015 0.05 0.05

Bank of England – Bank Rate 0.50 September 10, 2015 0.50 0.50

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

Central Bank of Russia – One-Week Auction Rate 11.00 September 11, 2015 11.00 --

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

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

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

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Reserve Bank of Australia – Cash Target Rate 2.00 September 1, 2015 2.00 2.00

Reserve Bank of New Zealand – Cash Rate 3.00 September 9, 2015 2.75 2.75

People's Bank of China – Lending Rate 4.60 TBA -- --

Reserve Bank of India – Repo Rate 7.25 September 29, 2015 7.00 --

Bank of Korea – Bank Rate 1.50 September 11, 2015 1.50 --

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

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

LATIN AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil – Selic Rate 14.25 September 2, 2015 14.50 14.25

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

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

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

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

It will be all about U.S. nonfarm payrolls on Friday, the last before the Fed meets on September 17-18. Thursday’s trade data will also factor into the 
decision-making function as policymakers assess the effect of a stronger USD. Other relevant data will include Wards domestic and total vehicle sales and 
the ISM Manufacturing index on Tuesday. ADP employment, factory orders and unit labour costs on Wednesday, and then initial jobless claims and the 
ISM Services index on Thursday. The Fed’s Beige Book is released on Wednesday but will probably be irrelevant to monetary policy bets. Fedspeak will 
include Boston Fed President Rosengren on Tuesday and Richmond Fed President Lockhart on Friday. Relevant Canadian data ramps up next week with 
June and Q2 GDP on Tuesday. This will probably be discounted by the BoC as backward-looking, but Thursday’s trade figures for July and Friday’s job 
numbers for August will help flesh out the BoC’s understanding of H2. There is currently no BoCspeak on tap. 

We do not expect the European Central Bank (ECB) or the Riksbank to alter benchmark interest rates following their September 3rd monetary policy 
meetings. However, the likelihood for a boosted QE program by the ECB has increased recently. For further insights regarding our view, please refer to 
Frédéric Prêtet's article in this publication. 

We expect that the Reserve Bank of Australia will keep its benchmark interest rate unchanged when monetary authorities meet next week. The 
forthcoming monetary policy normalization by the US Federal Reserve and risks stemming from relatively high household debt will likely deter monetary 
authorities from lowering the key rate below the current record low level of 2.0%.

Macroeconomic conditions in Brazil continue to show a persistently high-inflation recessionary environment with a bias towards a weaker currency vis-à-vis 
the US dollar. We estimate that the central bank will prevent further price pressures by keeping a higher incentive to de-dollarize asset portfolios through 
higher interest rates (SELIC). Once the US Federal Reserve ceases to feed de-stabilizing forces, Brazil will commence a gradual interest rate reduction 
phase.

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 -0.6   Real GDP (annual rates) 2.4 0.6 3.7
  Current Acc. Bal. (C$B, ar) -41.5 -69.9   Current Acc. Bal. (US$B, ar) -390 -453
  Merch. Trade Bal. (C$B, ar) 5.0 -28.7 -26.6 -5.7 (Jun)   Merch. Trade Bal. (US$B, ar) -741 -756 -738 -762 (Jun)
  Industrial Production 2.5 -1.8 -1.5 0.1 (Jul)   Industrial Production 3.7 3.4 1.7 1.7 (Jul)
  Housing Starts (000s) 189 175 193 193 (Jul)   Housing Starts (millions) 1.00 0.98 1.16 1.21 (Jul)
  Employment 0.6 0.6 0.9 0.9 (Jul)   Employment 1.9 2.3 2.2 2.1 (Jul)
  Unemployment Rate (%) 6.9 6.7 6.8 6.8 (Jul)   Unemployment Rate (%) 6.2 5.6 5.4 5.3 (Jul)
  Retail Sales 4.6 2.4 2.0 1.4 (Jun)   Retail Sales 3.6 1.8 1.0 1.6 (Jul)
  Auto Sales (000s) 1850 1801 1868 1835 (Jun)   Auto Sales (millions) 16.4 16.7 17.1 17.5 (Jul)
  CPI 1.9 1.1 0.9 1.3 (Jul)   CPI 1.6 -0.1 0.0 0.2 (Jul)
  IPPI 2.5 -1.8 -1.5 -0.1 (Jul)   PPI 1.9 -3.2 -3.3 -2.6 (Jul)
  Pre-tax Corp. Profits 8.8 -10.8   Pre-tax Corp. Profits 2.1 6.7 6.4

Mexico
  Real GDP 2.1 2.6 2.2
  Current Acc. Bal. (US$B, ar) -25.0 -34.3 -31.9
  Merch. Trade Bal. (US$B, ar) -2.8 -8.8 -7.4 -27.2 (Jul)
  Industrial Production 1.9 1.5 0.5 1.4 (Jun)
  CPI 4.0 3.1 2.9 2.7 (Jul)

Euro Zone 2014 15Q1 15Q2 Latest Germany 2014 15Q1 15Q2 Latest
  Real GDP 0.9 1.0   Real GDP 1.6 1.1 1.6
  Current Acc. Bal. (US$B, ar) 275 245 252 418 (Jun)   Current Acc. Bal. (US$B, ar) 215.5 277.8 278.2 327.8 (Jun)
  Merch. Trade Bal. (US$B, ar) 329.8 302.6 375.7 426.6 (Jun)   Merch. Trade Bal. (US$B, ar) 287.5 261.8 289.5 324.7 (Jun)
  Industrial Production 0.8 1.6 1.2 1.2 (Jun)   Industrial Production 1.5 0.2 1.3 0.6 (Jun)
  Unemployment Rate (%) 11.6 11.2 11.1 11.1 (Jun)   Unemployment Rate (%) 6.7 6.5 6.4 6.4 (Jul)
  CPI 0.4 -0.3 0.2 0.2 (Jul)   CPI 0.9 0.0 0.5 0.2 (Aug)

France United Kingdom
  Real GDP 0.2 0.9 1.0   Real GDP 3.0 2.9 2.6
  Current Acc. Bal. (US$B, ar) -26.2 -4.3 -5.7 61.4 (Jun)   Current Acc. Bal. (US$B, ar) -105.7 -106.2
  Merch. Trade Bal. (US$B, ar) -42.9 -42.2 -35.7 -28.4 (Jun)   Merch. Trade Bal. (US$B, ar) -199.7 -184.3 -168.0 -171.4 (Jun)
  Industrial Production -1.2 1.3 1.0 0.6 (Jun)   Industrial Production 1.7 1.0 1.5 1.5 (Jun)
  Unemployment Rate (%) 10.3 10.3 10.2 10.2 (Jun)   Unemployment Rate (%) 6.2 5.5 5.6 (May)
  CPI 0.5 -0.2 0.2 0.2 (Jul)   CPI 1.5 0.1 0.0 0.1 (Jul)

Italy Russia
  Real GDP -0.4 0.1 0.5   Real GDP 0.6 -2.2 -4.6
  Current Acc. Bal. (US$B, ar) 30.9 3.6 45.6 42.3 (Jun)   Current Acc. Bal. (US$B, ar) 58.4 28.9 19.2
  Merch. Trade Bal. (US$B, ar) 56.7 34.5 47.1 37.8 (Jun)   Merch. Trade Bal. (US$B, ar) 15.8 14.8 14.7 13.8 (Jun)
  Industrial Production -0.5 -0.4 0.6 -0.3 (Jun)   Industrial Production -1.6 -0.4 -4.9 -4.7 (Jul)
  CPI 0.2 -0.4 0.0 0.1 (Jul)   CPI 7.8 16.2 15.8 15.6 (Jul)

Europe 

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

Economic Statistics 

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

Australia 2014 15Q1 15Q2 Latest Japan 2014 15Q1 15Q2 Latest
  Real GDP 2.7 2.3   Real GDP -0.1 -0.8 0.7
  Current Acc. Bal. (US$B, ar) -40.6 -34.2   Current Acc. Bal. (US$B, ar) 25.0 148.3 124.1 54.2 (Jun)
  Merch. Trade Bal. (US$B, ar) 12.2 2.3 -12.7 -8.0 (Jun)   Merch. Trade Bal. (US$B, ar) -122.0 -31.7 -23.3 -35.9 (Jul)
  Industrial Production 4.4 2.8   Industrial Production 2.1 -2.2 -0.5 0.7 (Jun)
  Unemployment Rate (%) 6.1 6.2 6.1 6.3 (Jul)   Unemployment Rate (%) 3.6 3.5 3.3 3.3 (Jul)
  CPI 2.5 1.3 1.5   CPI 2.7 2.3 0.5 0.3 (Jul)

South Korea China
  Real GDP 3.3 2.5 2.2   Real GDP 7.4 7.0 7.0
  Current Acc. Bal. (US$B, ar) 89.2 93.8 115.8 146.2 (Jun)   Current Acc. Bal. (US$B, ar) 219.7
  Merch. Trade Bal. (US$B, ar) 47.2 86.4 98.6 92.7 (Jul)   Merch. Trade Bal. (US$B, ar) 382.5 494.9 560.6 516.3 (Jul)
  Industrial Production 0.5 -1.6 -1.9 -1.6 (Jun)   Industrial Production 7.9 5.6 6.8 6.0 (Jul)
  CPI 1.3 0.6 0.5 0.7 (Jul)   CPI 1.5 1.4 1.4 1.6 (Jul)

Thailand India
  Real GDP 0.9 3.0 2.8   Real GDP 7.0 6.1 6.1
  Current Acc. Bal. (US$B, ar) 13.4 8.2 4.1   Current Acc. Bal. (US$B, ar) -27.5 -1.3
  Merch. Trade Bal. (US$B, ar) 2.0 2.5 2.6 2.0 (Jun)   Merch. Trade Bal. (US$B, ar) -11.7 -9.0 -10.7 -12.8 (Jul)
  Industrial Production -4.6 0.0 -7.7 -5.4 (Jul)   Industrial Production 1.8 3.3 3.3 3.8 (Jun)
  CPI 1.9 -0.5 -1.1 -1.0 (Jul)   WPI 3.8 -1.8 -2.3 -4.1 (Jul)

Indonesia
  Real GDP 5.0 4.7 4.7
  Current Acc. Bal. (US$B, ar) -27.5 -4.1 -4.5
  Merch. Trade Bal. (US$B, ar) -0.2 0.8 0.7 1.3 (Jul)
  Industrial Production 4.8 5.1 5.4 5.8 (Jun)
  CPI 6.4 6.5 7.1 7.3 (Jul)

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$B, ar) -3.9 -22.2 31.1 28.5 (Jul)   Merch. Trade Bal. (US$B, ar) 6.7 10.3 11.6 0.1 (Jul)
  Industrial Production -2.9 -6.0 -6.6 -5.5 (Jun)   Industrial Production 0.4 0.6 0.1 1.6 (Jun)
  CPI 6.3 7.7 8.5 9.6 (Jul)   CPI 4.4 4.4 4.2 4.6 (Jul)

Peru Colombia
  Real GDP 2.4 1.8 3.0   Real GDP 4.6 2.8
  Current Acc. Bal. (US$B, ar) -8.0 -2.6   Current Acc. Bal. (US$B, ar) -19.5 -5.1
  Merch. Trade Bal. (US$B, ar) -0.1 -0.3 -0.3 0.0 (Jun)   Merch. Trade Bal. (US$B, ar) -0.5 -1.4 -0.9 -0.8 (Jun)
  Unemployment Rate (%) 6.0 6.8 6.9 6.4 (Jul)   Industrial Production 1.5 -2.0 -2.0 1.5 (Jun)
  CPI 3.2 3.0 3.3 3.6 (Jul)   CPI 2.9 4.2 4.5 4.5 (Jul)

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 Aug/21 Aug/28* United States 15Q1 15Q2 Aug/21 Aug/28*
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 0.39 0.37   3-mo. T-bill 0.02 0.01 0.02 0.06
  10-yr Gov’t Bond 1.36 1.68 1.27 1.45   10-yr Gov’t Bond 1.92 2.35 2.04 2.18
  30-yr Gov’t Bond 1.98 2.30 2.01 2.19   30-yr Gov’t Bond 2.54 3.12 2.72 2.90
  Prime 2.85 2.85 2.70 2.70   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 77.6 76.3 76.3 (Jun)   FX Reserves (US$B) 108.2 109.3 108.3 (Jul)

Germany France
  3-mo. Interbank -0.02 -0.04 -0.06 -0.04   3-mo. T-bill -0.16 -0.18 -0.22 -0.20
  10-yr Gov’t Bond 0.18 0.76 0.56 0.74   10-yr Gov’t Bond 0.48 1.20 0.95 1.09
  FX Reserves (US$B) 61.2 60.9 59.4 (Jul)   FX Reserves (US$B) 50.5 49.9 45.8 (Jul)

Euro Zone United Kingdom
  Refinancing Rate 0.05 0.05 0.05 0.05   Repo Rate 0.50 0.50 0.50 0.50
  Overnight Rate 0.05 -0.06 -0.12 -0.13   3-mo. T-bill 0.45 0.48 0.48 0.48
  FX Reserves (US$B) 330.9 330.3 320.2 (Jul)   10-yr Gov’t Bond 1.58 2.02 1.69 1.96

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

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 2.25 2.00 2.00 2.00
  3-mo. Libor 0.04 0.04 0.03 0.03   10-yr Gov’t Bond 2.32 3.01 2.59 2.73
  10-yr Gov’t Bond 0.41 0.47 0.37 0.38   FX Reserves (US$B) 53.8 48.7 47.4 (Jul)
  FX Reserves (US$B) 1216.1 1214.1 1215.3 (Jul)

Exchange Rates (end of period)

USDCAD 1.27 1.25 1.32 1.32   ¥/US$ 120.13 122.50 122.04 121.26
CADUSD 0.79 0.80 0.76 0.76   US¢/Australian$ 0.76 0.77 0.73 0.71
GBPUSD 1.482 1.571 1.569 1.537   Chinese Yuan/US$ 6.20 6.20 6.39 6.39
EURUSD 1.073 1.115 1.139 1.118   South Korean Won/US$ 1110 1115 1195 1174
JPYEUR 0.78 0.73 0.72 0.74   Mexican Peso/US$ 15.264 15.739 16.987 16.788
USDCHF 0.97 0.94 0.95 0.96   Brazilian Real/US$ 3.197 3.103 3.500 3.589

Equity Markets (index, end of period) 

  United States (DJIA) 17776 17620 16460 16601   U.K. (FT100) 6773 6521 6188 6248
  United States (S&P500) 2068 2063 1971 1981   Germany (Dax) 11966 10945 10125 10299
  Canada (S&P/TSX) 14902 14553 13474 13814   France (CAC40) 5034 4790 4631 4675
  Mexico (IPC) 43725 45054 42164 43430   Japan (Nikkei) 19207 20236 19436 19136
  Brazil (Bovespa) 51150 53081 45720 47255   Hong Kong (Hang Seng) 24901 26250 22410 21612
  Italy (BCI) 1273 1238 1224 1220   South Korea (Composite) 2041 2074 1876 1938

Commodity Prices (end of period)

  Pulp (US$/tonne) 980 980 980 980   Copper (US$/lb) 2.74 2.60 2.29 2.31
  Newsprint (US$/tonne) 570 540 525 525   Zinc (US$/lb) 0.94 0.90 0.80 0.81
  Lumber (US$/mfbm) 282 300 268 249   Gold (US$/oz) 1187.00 1171.00 1156.50 1135.00
  WTI Oil (US$/bbl) 47.60 59.47 40.45 45.31   Silver (US$/oz) 16.60 15.70 15.46 14.44
  Natural Gas (US$/mmbtu) 2.64 2.83 2.68 2.71   CRB (index) 211.86 227.17 191.34 196.92

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