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Yellen Should Stay The Course 

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

United States — Fed Chair’s Testimony The Show-Stopper Risk 

Federal Reserve Chair Janet Yellen faces Congress twice next week in 
what could well be the week’s show-stopper from a market standpoint 
if not a political one with the New Hampshire primary being held on 
Tuesday. Her first appearance will be the delivery of semi-annual testimony 
to the House Financial Services Committee on Wednesday and the second 
appearance will repeat the show before the Senate Banking Committee.  

I expect a mildly hawkish bias from Yellen that reinforces the case for gradual 
rate hikes versus market pricing that has removed Fed hikes from this year. 
She’s unlikely to pre-commit to a March 16th decision, but reinforce the 
message of gradual hikes this year. Unless the Federal Reserve is suddenly 
run by day traders that are somehow surprised to see equities soften 
somewhat following the first step in a hiking cycle, it should stay the course and 
hike in March in my opinion. Lending support to this is further evidence of 
building wage pressure in the US economy. Wage growth in January 
accelerated to the second fastest monthly pace of the post-crisis period 
covering all of 2009 through to today (chart 1) and the annual rate is running at 
about 2½% y/y. Never forget that one of the best late-cycle signs is 
accelerating wage pressure that the Fed has typically waited too long to respond to in the past. Wage growth 
typically accelerates before recessions at which point monetary policy responds by over-tightening too late in the 
game (chart 2 with recession periods marked by shaded vertical bars). Taking out insurance on this risk means, 
in my view, hiking at a continued, gradual pace and not being knocked off course by short-term market volatility or 
what I judge to be transitory factors weighing on US growth like the inventory cycle. Monetary policy cannot do 
anything about growth in Q4 last year or Q1 this year notwithstanding early evidence that Q4 weakness was 
transitory (go here), and needs to be crafted in a forward-looking sense with eyes on 12-18 months ahead. In my 
view, Yellen should reinforce the stay-the-course guidance that has been recently advocated by regional Fed 
Presidents with voting status this year including KC President George and Cleveland President Mester. The thing 
the Fed has fouled up the most in a touch over a century of its history is waiting too late to tighten and having to 
tamp down wage pressures late in the game and thus usually throwing the economy into recession as opposed to 
what might have happened with an earlier and more gradual period of tightening.  

Friday’s retail sales report will 
be the lone significant piece of 
data risk on the week. Growth in 
the dollar value of total sales was 
probably fairly soft in January 
given the drop in gasoline prices 
and small monthly rise in vehicle 
sales. More important will be to 
look at core sales excluding autos 
and gas that are expected to post 
a decent rise. 

Other data risk will be muted and 
primarily focused upon 
inventories (Friday) that could 
pose revision risk to Q4 GDP 
growth, the University of 

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

Michigan’s consumer sentiment reading (Friday) and third tier labor market readings like the Labor Market 
Conditions Index and JOLTS job vacancies report.  

Earnings and bond auctions will also capture some attention. Sixty-five S&P500 firms release earnings next week 
with names on tap including Loews, Coca-Cola, Walt Disney, Time Warner, Kellogg, and CBS. The US auctions 
3s, 10s and 30s next week and the risk is reduced appetite given high valuations and Yellen’s testimony. 

Asia — How Low Can China Go? 

You know what it’s like to spend thousands to repair a car simply to 
avoid having its value sink further in the absence of said repairs. 
Welcome to China. Hundreds and hundreds of billions are being spent 
to preserve the offshore value of the yuan relative to the onshore 
value and avert a market-led slide in the exchange rate. This 
weekend’s release of January figures for China’s foreign 
exchange reserves could easily set a new single-month record 
for the pace of decline given market turmoil to start the year 
(chart 3). It took about two years to run up reserves by about US$800 
billion and it will probably take a year-and-a-half to run them back 
down by a similar magnitude. Why this matters is that China’s 
reserves — or stock-piled USD savings from China’s net transactions 
with the rest of the world — are typically thought of as a large 
defensive war chest that lends stability to markets and the banking 
sector. The country is likely a long way off from losing this advantage, 
and taking steps to stem capital outflows will mitigate the trend if not 
eventually halt it — but it’s hand has been undeniably weakened in 
this regard. 

China also releases aggregate financing figures sometime over the course of next week or perhaps into 
early the following week. Expect a powerful gain but only because the figures are not seasonally adjusted. 
Because China’s state-directed loan quotas are reset at the beginning of the year, there is typically a rush to fill 
them early on. Accordingly, new yuan loan growth usually surges in the first month or few months of each year 
before then trailing off. Nevertheless, since markets are not seasonally adjusted, they can be impacted by the 
trickle-through effects of such lending activity and China’s commodity and market cycles are at times notorious 
for their seasonality. Translation?  With the People’s Bank of China flooding the system with liquidity and 
loan quotas being freshly unleashed, a calmer period for China risks may well be on order. This, just as 
China enters the Spring Festival with its markets shut next week to start the year of the monkey. My kind of 
year. 

India will also be worth a peek or two over the course of the week. Monday kicks it off with Q4 GDP growth and 
consensus thinks growth continues to bounce around 7% y/y or a touch firmer. Growth floated between 7-7.5% 
over the first three quarters of the year. The challenge being whether this can be maintained into the new year 
when financial market turbulence intensified. Reserve Bank of India Deputy Governor Khan thinks this is cause 
for globally coordinated intervention in foreign exchange markets presumably in reference to a Plaza Accord or 
Louvre Accord sort of arrangement. He noted “It is in the interest of everyone to see that there is some 
coordinated action. When emerging countries get affected, the whole world gets affected.”  Some would strongly 
disagree with that. Most major regions don’t seem to view it as in their interest to avoid debasing their own 
currencies and their central banks — including the BoJ, ECB, BoC, Riksbank among others — have been 
leading the efforts. India also releases trade, industrial production and inflation figures.  

Bangko Sentral ng Pilipinas is expected to hold its policy rate. Governor Amando Tetangco recently and 
explicitly stated “There is no urgency for monetary policy to provide additional stimulus to growth.”   

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 
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Europe — Sweden To Deepen The Negative Rates Gamble? 

The week that matters to Europe this month isn’t until the week after next. On February 18th-19th, EU leaders gather 
in Brussels with part of the focus being an attempt by British Prime Minister David Cameron to seek face-saving 
conciliations from the rest of Europe on matters such as immigration and social policies. Success or failure in this 
regard will go a long way toward determining the risk of success or failure in a possible ‘Brexit’ referendum in June. 

In the meantime, fairly mundane data risk will pass the time next week and will be focused on the industrial and 
export complex. Q4 Eurozone growth is expected to equal about the same as the prior quarter’s growth rate (+0.3% 
q/q non-annualized, 1.6% y/y). Consensus expects a better round of eurozone industrial output figures covering the 
month of December given the softness in November. A fairly uniform rate of recovery is expected across the main 
eurozone economies. German exports might reinforce better growth impressions as the majority of 
economists expect a second consecutive monthly gain. German CPI revisions for January and Q4 GDP details 
behind an already released estimate of 0.3% q/q growth will round out the core eurozone estimates. 

Gilts and pound sterling will also have domestic data considerations focused on the trade and industrial 
production readings.  

Finally, a non-negligible minority expects Sweden’s Riksbank to cut its repo rate further into negative 
territory when it meets on Thursday. It’s not a majority call, but seven of 19 economists are leaning toward a cut 
as Europe potentially deepens its experiment (with the ECB likely next to do so on March 10th) with negative rates 
that really have little to nothing to show by way of policy success (see here for further views on this). 

Canada — External Factors 

Domestic sources of risk will be fairly light over the coming week. 
Instead, Canadian markets — and particularly the currency — are 
more likely to be impacted by developments abroad including Fed 
Chair Yellen’s important testimony. 

Earnings risk will include reports from 42 firms listed on the TSX including 
names across the insurance sector (Sun Life, Great-West Lifeco, and 
Manulife) as well as Cineplex, Home Capital Group, Thomson Reuters, 
Telus and various resource firms. Of the small number that have released 
earnings so far, about 60% have disappointed analysts’ earnings 
expectations and about 60% have also disappointed on revenues. Perhaps 
not unexpectedly, the weakness lies in the resource sector but the 
consumer services and telecommunications sectors have also been soft. 

One of the Bank of Canada’s Deputy Governors — Timothy Lane — 
speaks on Monday on the topic of monetary policy and financial stability. 
There will be audience Q&A but no press conference. It’s unlikely that 
we’ll get material information affecting the outlook for BoC policy with the 
next policy decision slated for March 9th. Lane is a thoughtful economist 
whose views on financial stability considerations will nevertheless 
provide insight into the views of the BoC’s Governing Council. 

Data risk will be light and housing focused. Housing starts were to have 
been released on Monday but the CMHC accidentally spilled the beans 
ahead of schedule. Builder prices and Teranet resale prices that track 
repeat sales arrive toward the end of the week. Clearly an issue that strikes to the heart of domestic financial stability 
issues and the role of the central bank is the extent to which easy money policy has inflated house prices from coast 
to coast (chart 4) while macroprudential rules have been unsuccessful in materially cooling housing markets. 

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 
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Diminished Expectations, Globally And In Canada 

Global growth continues to slow despite relatively buoyant consumer 
spending and housing activity in many regions. China’s relatively strong output 
growth remains on a decelerating path. A number of countries including the 
U.S., the U.K., and Canada are losing some momentum again. Activity in 
Japan and the euro zone remains modest, triggering additional easing in the 
former and the promise of even more in the latter. Deep recessions persist in 
Russia, Brazil and Venezuela, aggravating political and social strains. 
Commodity markets are still under pressure, with crude oil prices plumbing 
new cycle lows and deflating the performances of producing nations around 
the world. By most measures, the wind is still coming out of the sails of global 
trade and bulk shipping. Measures of risk aversion and financial market 
volatility have increased, keeping the U.S. dollar firm and pushing longer-term 
borrowing costs even lower. Equity prices around the world have turned lower, 
mirroring the synchronized downturn in corporate earnings, and intensifying 
concerns about Chinese growth and currency prospects.  

Sharply lower commodity prices — for energy in particular — are largely 
responsible for Canada’s slumping economic performance. The country had 
leveraged its bountiful resources to take advantage of rapidly increasing 
international demand and higher prices. At its recent peak, the combined resource sectors represented about 10% 
of Canada’s national output, but the tally jumped to 18% when resource-related activity in manufacturing, 
construction, and services nation-wide were included. And like virtually all of the globe's resource-centric nations, the 
protracted slide in virtually all commodity prices has severely undercut national income, both directly and indirectly 
through expanded domestic economic linkages. The lack of adequate pipeline infrastructure, both to the U.S. and to 
tidewater, has exacerbated the price discount experienced by domestic producers on already-low prices, although 
the tandem slide in the value of the Canadian dollar has provided some minor relief. 

Canadian energy export volumes are rising, but the value of energy exports has plunged alongside the collapse 
in prices. Through the first eleven months of 2015, the value of energy exports averaged $85 billion, a 34% drop 
from the high-water mark of $129 billion set the year before. The importance of the energy sector is reflected in 
the magnitude of the adjustments underway. The $44 billion decrease in energy-related exports was more than 
the $32 billion increase in exports realized in the combined non-resource sectors which include the 
transportation, machinery, electronics, and consumer product categories. Although the trade surplus in energy 
products is estimated to have dropped by a third to about $55 billion, it was still large enough to offset about 
42% of the accumulated deficits in virtually all of the non-resource segments.  

The pervasive weakness in the resource sector — reinforced by the lingering global economic malaise and a 
more prolonged slump in commodity prices — is fundamentally reshaping the country’s economic landscape to a 
lower and slower growth trajectory. Recessionary conditions have emerged in the key oil-producing provinces of 
Alberta, Saskatchewan and Newfoundland & Labrador. Corporate earnings have been slashed by the persistent 
and large slide in prices, forcing businesses to consolidate operations through extensive employment and 
investment cutbacks, and mergers and acquisitions. Just two years ago, investment in the large oil & gas sector 
amounted to roughly one-third of all business capital spending in Canada. Currently, capex in the oil & gas 
industry is expected to contract by about 25% this year on top of the outsized 40% decline witnessed in 2015.  

The knock-down effects are spilling over to the broader national economy through the reduced demand for 
manufactured goods and services destined to the resource regions, as well as the fiscal deterioration in the balance 
sheets of all levels of government. The financial market ramifications are equally as important. The bellwether S&P/
TSX stock market index has slid about 17% since its peak last spring, lopping an estimated $375 billion off of 
corporate valuations, and sending an increasing chill through investor and business confidence. The value of the 
Canadian dollar has slumped to a 13-year low of around US$0.71, an added benefit to export earnings but a further 
cost to imports of machinery & equipment, technology products, consumer goods and fresh produce.  

Aron Gampel 416.866.6259 
aron.gampel@scotiabank.com 
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Table 1:  Canada’s Mixed  
Export Performance  

 

Volume Value
Total 3.4 (1.4)
Total ex. Energy 2.3 9.7
Resources 4.9 (17.2)
Non-Resource 2.1 12.1
Energy 7.3 (34.9)
Consumer Goods 6.7 21.6
Industrial Machinery 6.0 11.1
Forest Products 5.6 7.7
Electronics 5.2 14.2
Chemicals 4.9 (0.8)
Aerospace 3.0 15.2
Metals & Minerals 1.4 1.7
Vehicles & Parts 0.6 15.7
Food (3.2) 7.5

Source: Statistics Canada, Scotiabank Economics. 

Merchandise Exports (2015ytd % chg)
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Canadian real GDP likely recorded little if any growth in the last three months of 2015, underscoring the resource 
sector’s outsized impact on the economy’s performance. In view of the continuing economic and financial 
turbulence, and even lower energy prices, we expect that Canadian output growth will be modest at best in the 
first half of the year. Even with a turnaround as the year progresses — based upon expectations of stronger U.S. 
demand, renewed stabilization in commodity markets and increased fiscal stimulus — Canada’s output growth 
will be hard pressed to average just 1.1% in 2016 — the weakest economic performance among the G7. 

Commodity prices are expected to remain on the low side. Oversupply conditions continue to dominate the 
outlook for most commodity markets, and crude oil in particular, with increasing inflows from Iran and Iraq. There 
has been a multi-year build-up in the output capabilities of non-OPEC energy producers, led by U.S. shale and 
Canadian heavy oil producers. Implementing a much different strategy to maintain its 'swing-role' status as 
OPEC's dominant and low-cost producer, Saudi Arabia has expanded its oil output in a bid to undercut the 
financial viability of higher-cost producing companies and regions. And there will be little short-term relief with 
global production getting an added boost from Iran and other Middle Eastern and African countries in need of 
expanded revenues. Inventories of unsold crude are at a record on land and on the sea in tankers.  

Although oil production in the U.S. is being reduced, even larger output cutbacks will be needed to rebalance the 
oil market. On the flipside, the demand for energy products is rising, led by strengthening in demand from India, 
China, and the United States. But the inflection point will likely occur later rather than sooner, and will require 
much stronger global economic growth to lift crude oil prices higher on a more sustained basis. There is always 
the risk that the myriad of geopolitical risk factors could lift prices, though more than likely they will add to the 
chronic volatility. 

Under these circumstances, Canada faces a longer period of underperformance in many of the resource-centric 
regions in the west and the east. Consumer spending and housing activity across the country will add much less 
to overall growth in an environment of increasing consumer caution that is being reinforced by moderating 
employment gains, reduced pent-up demand for big-ticket items because of record home and car ownership 
rates, and rising household debt burdens. Nonetheless, expectations of a renewed strengthening in activity in the 
second half of the year and beyond relies upon two factors. First, the upcoming Federal Budget should provide a 
progressive and solid boost to output growth by ramping up social- and infrastructure-related expenditures. And 
second, an improvement in net exports’ contribution to growth will be supported by an increase in U.S.-destined 
shipments and a decrease in higher-cost imports. Canadian export-focussed manufacturers and service providers 
throughout the central provinces and in B.C. are expected to benefit from the relative strength of U.S. domestic 
demand, the nation's highly integrated supply chains, and a highly competitive Canada/U.S. exchange rate.  

U.S. manufacturing output has been steadily losing momentum since mid-2015, with the continuing decline in 
capital goods orders pointing to further underperformance. Some of the deceleration in U.S. industrial activity 
has been caused by the slowdown internationally, and the inventory liquidation underway. But some of the 
weakness suggests an increasing loss of U.S. market share attributable to the substitution of more competitively 
priced foreign-made products from Canada and other countries. Over the past year, energy has been Canada’s 
top performer from a volume perspective, despite the collapse in prices and the value of energy shipments. 
Relatively solid export volume gains also have been recorded in consumer goods, industrial machinery, forest 
products, electronic equipment, chemical goods, and aerospace products, with the majority of these categories 
largely sensitive to the low-flying loonie.  

The transition to a stronger growth trajectory in Canada requires a quicker rebalancing in the supply/demand 
conditions affecting most commodity prices, a faster and more synchronized global upturn in spending led by the 
U.S., and increased export penetration into the U.S. marketplace aided by a broader competitive revival. 
Domestically-focused fiscal stimulus will provide a much needed assist, though the competitive implications 
associated with running larger deficits for longer, if not addressed, could eventually erode the shorter-term 
benefits. Monetary policy is expected to retain its highly accommodative stance for the foreseeable future, 
weighing on the value of the Canadian dollar. Underlying inflation pressures are being constrained by unused 
capacity, notwithstanding the pass-through effects associated with a weaker currency.  
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Global Foreign Exchange Trends 

Renewed equity market volatility, central bank policy in systemically relevant economies, intensified stress 
and higher global risk aversion in core emerging markets, and the potential stabilization in crude oil prices are 
the major focal points for the global foreign exchange markets early in the new calendar year. 

We are bullish on the outlook for the US dollar (USD) through 2016. US growth prospects remain constructive, 
despite recent weakness; US growth patterns have consistently picked up after disappointing Q1 returns. The 
Fed held policy setting steady in January, but we expect gradual rate increases over the balance of the year 
and consider the March FOMC meeting “live” for an additional 25 bps tightening in the Fed funds target rate. 
USDCAD has surpassed our forecast levels for 2016 overall by a substantial margin, rising to a peak near 
1.47 earlier in January. However, we are keeping our forecast for the Canadian dollar (CAD) unchanged over 
the balance of the year as we think the USD has overshot and the CAD, which has lost nearly 7% against the 
USD in the past three months, is starting to look oversold. We expect oil prices to stabilize near $30-35/bbl in 
the medium term and we also expect the next move in Bank of Canada (BoC) rates to be up, though not until 
2017. The anticipation of new fiscal stimulus from the federal government was a key consideration in the 
BoC’s decision to leave policy on hold. Significant fiscal stimulus, which provides a powerful boost for growth, 
should temper market expectations of additional BoC easing this year and should temper longer-term 
pressure on the CAD. We expect USDCAD to stabilize around 1.40 in the next few months. 

We remain bearish on the outlook for EURUSD. The growth and, especially, monetary policy divergence 
narrative that described the backdrop for the EUR’s weak performance last year is still relevant. European 
Central Bank (ECB) President Draghi’s comment after the January policy meeting that the governing council 
would review and possibly “reconsider” monetary policy settings in March has opened the door to further 
accommodation policy steps. Euro zone 2-year bond yields have fallen to a new, record low of -0.49% as 
markets anticipate another 10 bps reduction (at least) in the ECB’s -0.3% deposit rate. Additional quantitative 
easing measures may be introduced also as the ECB struggles to meet its inflation mandate. Our outlook for 
the British pound (GBP) has been revised lower as we have pushed back the first anticipated Bank of England 
(BoE) rate hike to late 2016 due to the UK’s stubbornly low inflation, subdued wage gains, and prospects of 
increased uncertainty ahead of the likely summer EU referendum. BoE policymakers continue to emphasize 
that policy settings are likely to remain on hold in the absence of more pronounced wage growth despite 
tighter labour market conditions. The prospect of a referendum suggests that investors should be prepared for 
heighted volatility in the GBP in the next few months. The Japanese yen (JPY) fell sharply in late January as 
the Bank of Japan (BoJ) surprised markets by introducing negative interest rates for certain portions of bank 
reserves. The BoJ indicated that additional policy steps could be introduced in the future. The surprise easing 
should temper recent JPY gains and may force investors to seek other “safe havens” (like the USD, perhaps) 
in periods of market volatility. We remain bullish on USDJPY and target JPY131 by year end. 

Developing market currencies have struggled early in the New Year due to external and internal concerns 
amidst escalating geopolitical tensions. The Chinese renminbi (CNY) has steadied after losing ground in early 
January; policymakers are trying to balance the need to ensure local money markets are amply supplied with 
liquidity ahead of the Lunar New Year with the desire to stabilize the equity market and keep offshore interest 
rates supported to stem speculative pressure on the yuan. The Russian ruble (RUB) has declined nearly 20% 
in the past three months, due to weaker energy prices and the negative effect from economic sanctions. In 
Latin America, heavy losses have also been registered by the Colombian (COP) and Mexican (MXN) pesos 
for similar reasons but we expect an improved undertone for energy to help stabilize these currencies. Both 
economies remain relatively supported by the underlying strength in macroeconomic fundamentals in the 
USA, its primary trading partner. Mexico will continue to benefit due to wide long-term interest rate differentials 
versus the USA supporting carry-trade investments and ongoing structural reforms boosting the potential for 
long-term foreign direct investment flows. Chile continues to be influenced by global trade dynamics shaped 
by the world’s largest economies and by ongoing supply/demand rebalancing in core commodity markets. 
Economic and financial market developments in China represent key exogenous drivers of currency market 
sentiment in Peru, while the country enters full campaign mode ahead of the April presidential elections.  
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Shifting North American Landscape 

Housing Fundamentals Softening In Canada ... 

Canada’s housing market remains remarkably buoyant. Supported by record low mortgage rates, aging 
millennials and steady immigration, national home sales increased 5½% last year to their second strongest year 
on record. However, regional conditions remain highly fragmented, with historically strong activity in Ontario and 
British Columbia, weak conditions in Alberta and Saskatchewan, and largely stable activity in most other 
provinces. Pricing dynamics are showing similarly divergent trends. 

Low borrowing costs should continue to support activity in 2016, though increasingly strained affordability could 
begin to slow demand in the booming Toronto and Vancouver markets. Weakening employment and income 
prospects and reduced migration inflows will likely put further downward pressure on home sales and prices in 
Canada’s oil-producing provinces. Increased minimum downpayment requirements effective mid-February are 
likely to have a modest dampening impact on sales, particularly for first-time buyers in high-priced markets. 

The resilience of Canadian home sales has maintained an elevated pace of new construction. Housing starts 
totalled 196,000 units in 2015, up slightly from the prior two-year period and modestly above demographic 
demand. Activity is being fuelled by a near-record pace of multi-unit construction, including both 
condominiums and purpose-built apartments, as affordability pressures 
and shifting demographics bolster higher-density housing demand.  

In 2016, a softer resale market outlook, combined with rising unsold 
inventory in a number of jurisdictions, is projected to slow housing 
starts to 184,000 units, with a relatively larger falloff in oil-producing 
regions. While there is little evidence of significant overbuilding at the 
national level, unsold inventory is elevated in a few markets, including 
Montreal, Ottawa, Toronto, Winnipeg, Saskatoon, Regina and Calgary. 
Meanwhile, slowing rent growth and modestly higher vacancy rates 
could begin to moderate new apartment construction. 

… But Strengthening In The United States 

The U.S. housing recovery is becoming more entrenched. Existing 
home sales increased 6½% in 2015 to a nine-year high, with healthy 
gains across all major regions, while average home prices are retesting 
(in nominal terms) their 2006 peak. The number of negative equity 
households has dropped from a high of one in four in 2010 to fewer 
than one in ten. Homeownership rates have begun to edge up again 
alongside the marked improvement in labour market conditions.  

Strong job and income growth, rising household formation and a 
modest loosening in credit conditions should extend the pickup in 2016, 
though overall sales momentum may remain modest. Declining 
affordability and a limited inventory of lower-priced homes are expected 
to continue to restrain first-time buyer activity well below normal levels. 
The first-time buyer share of sales was close to its lowest level in three 
decades in 2015. Meanwhile, both investor and foreign buying will likely 
remain more subdued alongside a rapidly shrinking pool of distressed 
properties and a strong U.S. dollar.  

U.S. homebuilding also is gradually ramping up, but the current level of 
housing starts of around 1.15 annualized units is still about 15% below 
historical levels. Rental apartment construction continues to lead the 
recovery, though single-family starts also are on the rise. Fuelled by 
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strong rental demand, falling vacancy rates, rising rents and increased investor interest, rental units accounted 
for a record one-third of U.S. housing starts last year.  

Housing starts are expected to increase to around 1.26 million units in 2016, with gains in both multi- and 
single-family segments. Persistent labour shortages and rising land costs remain a constraint to an even 
faster pickup in activity, evidenced by lengthening construction timelines. Alleviating current inventory 
pressures in the resale market also will be dependent on builders shifting to more affordable, entry-level 
housing. Current construction remains geared to move-up buyers, with the average square footage of newly 
completed homes climbing to a record 2,700 square feet in 2015.  

Office Market Trends Also Diverging 

Canadian office leasing demand has slowed amid muted job growth, weak business investment, and 
corporate cost cutting and consolidation. The softening is most pronounced in the oil-driven Calgary market, 
whereas technology and professional services are supporting healthy leasing activity in Toronto and 
Vancouver. Combined with abundant new and sublease supply, the national average central office vacancy 
rate climbed to a decade high of 8.9% in the final quarter of 2015.  

Significant new construction is in the pipeline for 2016, centred in Western Canada. With business surveys 
pointing to weak hiring and investment plans over the near term, this is expected to continue to push vacancy 
rates higher, and rents lower, as well as limit major new project launches. Demand will continue to favour 
downtown markets (outside of those tied to the energy sector), and new buildings with more efficient, flexible 
workspaces and advanced communications infrastructure, as well as access to transit. 

In contrast, U.S. office market fundamentals remain solid. Underpinned by strong and sustained growth in 
office-based employment — including professional & business services, financial services, information 
services, and health care — most major markets are reporting healthy leasing demand, falling vacancy rates 
and rising rents. The national average central office vacancy rate fell to an eight-year low of 10.3% in 2015Q4.  

While new office construction has picked up, demand is expected to continue to outstrip completions in 2016, 
pointing to a further tightening in both downtown and suburban markets. There remains some imbalance 
between new supply coming on stream and demand, with some of the new space landing in softening oil-
driven markets such as Houston. Elsewhere, developers are expected to move forward with additional 
proposed projects in the year ahead. 
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Is The Trend Really Your Friend? 

 Most estimates imply that U.S. potential or trend GDP growth has declined since 2007. 

 Given that the U.S. economy has now largely recovered from the financial crisis, 
economic growth in the years ahead will likely reflect this new trend pace of expansion 
as opposed to a faster pace of growth born of recovery from the financial crisis. 

 What this trend pace of growth turns out to be will have important ramifications for 
monetary policy — the lower the trend pace of growth, the lower the anticipated neutral 
monetary policy interest rate and thus anticipated amount of policy changes.  

The U.S. economy’s recovery from the 2008-09 financial crisis was halting, protracted, and didn’t really gain 
traction until 2012. From that point forward, however, the U.S. economy has grown fairly consistently, with 
GDP growth climbing to 2.5% y/y at the end of 2013 and not falling below that pace of growth for more than a 
quarter at a time until the back half of 2015 — at which point it seems to have slowed to a 2% y/y pace. The 
uptick in growth which started in 2012 and picked up into 2013 was largely driven by cyclical rebounds in 
sectors that had been depressed by the crisis. It was also characterized by a fairly rapid reduction in 
unemployment, even if measured using unconventional metrics that account for falling labor force 
participation. In other words, it manifested almost all of the attributes of what economists call ‘above trend 
growth’ — GDP growth that exceeds the rate of labor force utilization and total factor productivity growth. With 
a good deal of the cyclical recovery in the U.S. now having occurred, the economy will most likely enter into a 
more conventional expansion in the quarters ahead, or may even be doing so already. This implies that 
economic growth will also most likely revert to its trend pace, clarifying what has up until now been a mainly 
academic debate about U.S. potential GDP — and bringing with it important ramifications for monetary policy.  

The recovery: what drove growth in 2013-15? 

From the end of the recession until roughly 2012, none of 
employment, housing starts, home sales, non-residential 
construction, or auto sales were growing at rates adequate to bring 
economic activity back to pre-crisis levels within the foreseeable 
future. In short, the U.S. economy hadn’t experienced much of a 
cyclical rebound; a ‘V-shaped recovery’ hadn’t materialized. GDP 
reached its pre-crisis level by the end of 2011 mainly due to slow 
chugging-along increases in consumer spending and initial stirrings of 
a recovery, but most cyclical sectors had not yet rebounded.  

That changed. Starting in 2012, the typical ‘cyclical’ parts of the 
economy took off. Housing starts increased from an annualized 600k 
in June 2012 to 1.2m as of September 2015 — a 100% rise. Auto 
sales went from an annualized 13.5m to start 2012 to 18m in Nov. 
2015. Non-residential construction spending increased from 
USD550bn to close to USD700bn now. Employment increased from 
134m to 143m at the end of 2015.  

These cyclical rebounds contributed strongly to growth. Auto 
production and sales contributed more than 128bps of the cumulative 
790bps of total economic growth between the start of 2012 through 
Q3 2015. Non-residential investment accounted for an additional 
210bps of growth. Even residential construction, following a once-a-
century (knock on wood) housing bust, added 88bps to overall 
growth. Generally speaking (and excluding housing), these sectors 
made up higher proportions of overall growth than they typically have 
tended to occupy during a period 2.5-6.5 years after the conclusion of 
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a recession. These growth spurts sufficed to pull economic activity in 
depressed sectors back to pre-crisis levels (or at least closer to long-
run normal levels in the case of residential construction). In short, the 
United States had a cyclical recovery, it just came fairly late as the 
economy contended with the massive confidence shock from the 
Global Financial Crisis of 2008-09 and a follow-on crisis in Europe in 
2011.  

These sectors are now largely recovered. Cumulative auto sales have 
been running at a 17-18m unit rate since the end of 2014, at the high 
end of historical run-rates. Non-residential construction is close to  
pre-crisis highs. Spending on non-defense non-aircraft capital goods 
returned to pre-crisis highs (and have in fact weakened of late). Even 
housing starts, while still quite low by any historical standard, have at 
least recovered to levels that have been seen during prior post-war 
periods. (See charts 1-4.)   

There is still, of course, plenty of ammunition left in the U.S. economic 
growth arsenal — and even some left in its ‘recovery’. Corporate 
investment can and likely will increase. There is nothing to say that 
consumers will not continue to consume, and a tightening labor market 
could bring higher wages that abet more consumption. A recovery of 
the European economy could increase demand for U.S. goods. And of 
course there’s the question of the housing sector — how much pent-up 
demand is there? Plenty of potential sources of economic expansion 
remain. However, outside of the housing economy, there is not very 
much recovery left to be done. The question is no longer when the 
U.S. economy will recover, but rather, how much, and at what rate, will 
it expand?     

Recovery vs. expansion: reverting to trend 

This raises the question of the ‘trend’ rate of U.S. economic growth. 
Generally speaking, economic growth over the course of a full 
expansion is thought of as a function of aggregate economic supply. 
While a steep increase in aggregate demand following a recession can 
cause sharp short-term swings in economic growth, by definition, over 
the course of any given economic expansion, an economy’s pace of 
growth converges towards its trend — which cannot exceed the 
aggregate supply of economic resources. 

There is quite a bit of controversy at the moment regarding the rate of 
growth of aggregate supply in the U.S. The factors that cause 
aggregate supply to change are: a) changes to the size or propensity 
to work of the labor force, b) changes to the size or incentive to 
change the size of the capital stock, and c) changes in the productivity 
of both. While it is fairly easy to estimate the size and propensity to 
work of the labor force using the BLS’s labor data, estimating the size 
of the capital stock is difficult. Forming real-time estimates of the 
extent of changes in education and technology that drive productivity is 
probably impossible. What we know is that the rate of growth of hours 
worked is shrinking as a rising proportion of Americans retire and/or 
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work less as they age while birth rates and immigration have 
slowed (see chart 6). In and of itself, this doesn’t necessarily 
mean that the trend rate of growth of the U.S. has to fall — 
exogenous increases in the capital stock or rising productivity 
can mitigate it. However the bias is towards slower trend growth. 

Three different estimates 

Inquiries on this subject have resulted in a broad array of 
estimates regarding just what trend growth has now become. 
Northwestern University economist Robert Gordon’s work offers 
a representation of the pessimistic low-end of the reasonable 
range, as he estimates that a) demographics, b) related sluggish 
growth in total hours worked, and c) slow realized productivity 
increases during the 2000s cumulatively imply growth that is 
better than what Harvard economist Larry Summers has labeled 
‘secular stagnation’ — but not by much. Gordon’s research 
points to total factor productivity growth a bit above 1% y/y and 
trend growth in the 1.3-1.8% range.* As the table to the right 
shows, it’s difficult to get a combination of productivity growth 
near 1% and prevailing levels of labor force participation to sum 
up to 2% growth (or more).  

On the higher end of the range, the Congressional Budget Office 
estimated in 2015 that trend GDP would average 2.1% until 2025 
on the basis of more optimistic assumptions about labor force 
participation and productivity than those employed by Gordon. 
The CBO’s assumptions imply that total factor productivity will 
increase at a +1.6% y/y rate vs. 1% y/y increases from 2008-14. 
The CBO is assuming a reversion of productivity to the 1981-
2007 level; in contrast, a Gordon-esque approach assumes that 
productivity is time-varying, and that, at least during this 
expansion, it is likely to reflect recent averages rather than 
numbers seen across past expansions — which in any event, 
also incorporate what may have been a unique productivity surge 
in the late 1990s (more below).  

The Federal Reserve cuts a middle ground: The forecast 
materials released along with the FOMC’s December statement 
projected a ‘long-run’ rate of growth for the U.S. economy of 2% 
y/y. Note that this is the mid-point of a wider range of 1.8-2.3%. 
Fed watchers know to focus on what the Fed Chair says above 
all else, of course, and Chair Yellen has publicly raised the 
possibility that trend U.S. economic growth could well be below 
the Fed’s average estimates.  

Two outliers: Japan and tech-boom scenarios 

Beyond this fairly mainstream (but still quite multi-faceted) 
debate, there are two outlier views worth mentioning. One is the 
view that the United States is truly stagnating as Japan did in the 
1990s. It is hard to put too much weight on this argument 
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because of fundamental demographic differences between the U.S. 
and Japan. The aging of Japan’s population caused total hours 
worked in Japan to begin falling during the 1990s (see chart 9) while 
hours worked are rising in the U.S. (albeit at a slower rate than in the 
past) and show no signs of arresting. This simple fundamental 
difference points to difficulties in drawing direct parallels between 
Japan and the U.S. 

The second outlier view worth mentioning is one which calls for U.S. 
trend growth to explode higher due to innovation and technology. 
This has intuitive appeal as the U.S. did experience a productivity 
shift in the late 1990s and it stands to reason that it could potentially 
do so again — after all, it is the leader in a variety of areas of 
technological innovation. While a technological shift could represent 
upside to U.S. potential GDP, it’s not clear that technology alone 
caused the productivity shift in the 1990s. A variety of other secular 
forces were at work including the Cold War’s end and globalization. 
There are no similar geopolitical shifts at the moment. As well, 
technological changes can take decades to be implemented, so 
even if today’s technologies will drive the next expansion’s 
productivity gains, it doesn’t seem as though there is a powerful 
technological force driving productivity gains during this expansion.  

This debate will soon cease to be theoretical 

The relevance of this hitherto academic debate is that at some point 
soon it will cease to be theoretical. With much less recovering left to 
do, the U.S. economy will eventually in the quarters ahead start to 
expand more in line with its trend pace of growth (and may already 
have shifted towards doing so with GDP running near 2% y/y during 
H2 2015). The difference between notching average growth in the 
1.3% y/y area vs. the 2.3% y/y is quite significant. Notwithstanding 
the massive differences in compounding (at 2.3% y/y growth, the 
U.S. economy would double in size in 30.5 years; at 1.3% y/y it 
would double in 53.5 years), the different paces of growth would 
bring different monetary policies.  

Growth at the high end of the trend range discussed above would bring with it a pace of Fed hikes akin to what 
the FOMC has guided — and thus cause what is now a very pessimistic rates market to reprice to significantly 
higher yields (see chart 9). Conversely, even if strict inflation targeting logic would imply that the FOMC ought to 
raise interest rates if trend growth is low and the economy grows at that low trend rate, the reality is that GDP 
growth in the 1-1.5% annual range would be highly unappealing to monetary policymakers. Sub-2% economic 
growth would cause policy makers to lower their assessment of the neutral policy rate and maintain a very low 
real fed funds rate. The most provocative implication of this analysis is that a data-dependent Fed might at least 
at times be wary and halting in its policy normalization process even if trend growth is at the high end of the 
range discussed above. After all, growth of, say, 2.3% y/y probably includes some quarters in which incoming 
data shows growth below 1% q/q annualized just as it probably includes some +3% quarters. For a data-
dependent monetary policy authority, hiking rates amidst disappointing short-term outcomes can be hard. No 
one said that central banking should be easy.  

 

* Gordon, “A New Method of Estimating Potential Real GDP Growth”, NBER, Cambridge, 2014 
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Europe Regional Outlook 2016-17 

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

Resilient domestic demand has insulated the euro zone economy 
from some of the broader global turmoil in recent months. However, 
the region is not immune to heightened external uncertainties. 
Europe’s economic outlook faces downside risks from escalating 
financial market turbulence triggered by slower emerging market 
growth, sharp swings in commodity prices, higher US interest rates, 
and geopolitical tension. Sanctions on Russia have also been 
extended to July 2016 and could be in place longer if key elements of 
the Minsk agreement remain unfulfilled. Meanwhile, domestic 
headwinds from the influx of refugees and the UK referendum pose 
further risks at a time when the banking sector continues to face 
legacy issues and must adhere to new bail-in rules as well as prepare 
for Basel III regulatory reserve requirements in 2019. The impact from 
these factors is not uniform across the region; however, European 
currencies will likely face a weakening bias as the region’s central 
banks opt to maintain accommodative monetary conditions. In this 
context, bond markets could see further easing in borrowing costs, 
while the UK’s sovereign credit rating faces “downgrade” risk pending 
the outcome of the EU referendum.  

Converging Growth Dynamics | Weak Euro, Low Oil 
Prices & Interest Rates Support Economic Outlook  

The euro zone recovery is forecast to continue, with real GDP growth 
rising to 1.7% in 2016 and 1.8% in 2017 from 1.5% last year. Output 
is expected to be fuelled by domestic demand, which should provide 
an offset to less favourable external conditions. The key drivers of 
growth in 2016-17 include highly stimulative monetary policy by the 
European Central Bank (ECB), subdued commodity prices, modestly 
more growth-supportive fiscal policy, and improving credit conditions. 
The wide divergence in quarterly growth patterns in key European 
economies should continue to converge as structural reforms help 
boost labour market productivity and reduce unit labour costs, while 
ECB policy continues to reduce monetary and financial market 
fragmentation. Of the countries featured in this report, economic 
growth will continue to be led by Spain, followed by the UK. Germany 
will remain the euro zone’s largest growth engine, while the outlook in 
France and Italy is set to improve, but will remain more muted. High 
public and  private sector debt, elevated unemployment, and 
structural rigidities will continue to weigh on the euro zone’s growth 
outlook. 

Ultra-low Interest Rate Environment | Central Bank 
Intervention + Gradual Inflation Build-Up 

Inflationary dynamics in Europe remain stubbornly low at levels well 
below central bank targets. Multiple rounds of oil price shocks, and 
the appreciation of the euro since December have revived prospects 
of deflationary forces in the euro zone during the first half of 2016. 
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This combined with slower emerging market growth and weakening inflation expectations has increased the 
likelihood that the ECB will unleash further monetary stimulus — likely in the form of another cut to its deposit 
rate and an increase in the volume of monthly asset purchases — at its next meeting in March. Our base-case 
scenario entails a prolonged path of monetary policy accommodation, opening the gates for another phase of 
currency weakness as interest rate differentials weigh on the euro. In the UK, with inflation near zero, wage 
gains trending below the Bank of England’s (BoE) 3% y/y comfort zone and the looming EU referendum 
presenting downside risks to growth, the BoE is likely to postpone its monetary tightening cycle through to at 
least November 2016.  

UK Referendum Boosts Uncertainty + Threatens Closer EU Integration  

The UK’s EU referendum will likely generate significant uncertainty and weigh on business sentiment and 
investment in the run up to the vote. UK Prime Minister David Cameron has voiced optimism that a deal could 
be secured during the February 18-19 summit, yielding a referendum as early as June. The main sticking 
point remains Cameron’s desire to impose a four year ban on EU migrants from claiming in-work benefits. He 
also wants to protect non-euro member from discriminatory changes to rules governing the EU’s single market 
and other measures to increase national sovereignty. We expect the UK will ultimately vote to stay in the EU; 
however, opinion polls have converged, with some even showing the 
“leave EU” camp in the lead. As such, the negotiation process and 
eventual vote will likely spur bouts of financial market volatility, similar 
to the 2014 Scottish referendum.   

Migrant Crisis Spurs Political Instability | Fiscal 
Consolidation Efforts Continue 

After the highest inflow since the Second World War at roughly 1.2 
million in 2015, the number of migrants and refugees entering Europe 
this year is set to be even higher. The mass influx of refugees has 
become a major logistical challenge and the region’s most contentious 
political issue, fuelling far-right rhetoric and support for anti-immigration 
parties. The debate has turned more hostile since the Paris terrorist 
attacks and the Cologne assaults, prompting policymakers in some of 
the most welcoming countries, Germany and Sweden, to abandon 
their “open door” policy in favour of a more restrictive asylum policy 
stance. The future of the Schengen open-border area is also in 
jeopardy, with prospects of greater border controls threatening to 
hinder unencumbered travel and commerce that has defined the 
world’s largest integrated economic bloc for decades.  

Despite the political backlash and the added government cost to host 
and integrate refugees, and fight terrorism, the wave of migrants into 
Europe is expected to have a modestly positive impact on growth and 
is unlikely to materially alter government finances. It could also help 
preserve long-term economic growth and the sustainability of welfare 
systems in the numerous EU countries with low birthrates and an 
aging population. The uncertainty, however, lies with the EU’s ability to 
find an effective solution to the continental challenge in a way that 
unlocks the long-term benefits by properly integrating migrants into 
society and the labour force. If a collective action to secure external 
borders and ensure fairer burden sharing cannot be achieved, EU 
politics are at risk of becoming even more polarized thereby 
threatening the blocs cohesion and ability to fight future crisis.   
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Spain’s Economic Outlook For 2016-17 

 Real GDP growth will continue to outperform the majority of its regional peers, however, 
heightened political uncertainty presents downside risks to the outlook.     

Spain’s economic outlook is promising, with output growth set to remain 
the strongest among the euro zone’s four largest economies. After a 
solid expansion of 3.2% in 2015, real GDP is forecast to advance by 2.7% 
this year and around 2% in 2017. Household spending is expected to remain 
the main driver of growth, underpinned by lower energy prices, tax cuts, and 
gradually improving labour market and credit conditions. However, with last 
year’s surge fuelled by post-recession pent-up demand, gains in private 
consumption should ease to more normal levels in the years ahead as high 
unemployment continues to constrain the consumer. Growth in investment 
and government spending will also remain supportive, but should similarly 
moderate as the reform-driven surge in business investment starts to 
stabilize and policymakers seek to balance aiding demand and complying 
with EU fiscal rules after last year’s heavy election schedule. Exporters 
should continue to benefit from higher cost competiveness alongside labour 
enhancing reforms and the weaker euro.  

Nevertheless, political challenges present downside risks to the outlook. 
Spain’s political landscape has become increasingly uncertain following 
the inconclusive general election in December and Catalonia’s decision 
in November to begin an 18-month process towards possible independence. 
The concern is that past achievements in labour market reform and fiscal 
tightening could be undermined to attain a coalition or that the economy 
could suffer amid a protracted period of government instability. Doubts about 
Catalonia’s future in Spain also threaten to weigh on sentiment and 
investment. Meanwhile, Spain still faces an uphill battle to restore its pre-
crisis level of output, with GDP unlikely to reach its 2008 peak until 2017.  

Consumer price pressures in Spain remain depressed. Further weakness in 
oil prices is expected to spur renewed deflationary forces over the coming 
months. As such, inflation in Spain is forecast to be largely stagnant in 2016 
before trending modestly higher later this year and into 2017 as the weaker 
euro boosts import prices and oil prices gradually rise. We expect the 
headline print to end 2016 at 0.4% y/y and 2017 at 1.4%. Financial markets 
are bracing for further stimulus at the European Central Bank’s (ECB) 
next meeting in March. Another 10 basis point cut to the ECB’s deposit 
rate and an increase in the volume of monthly asset purchases appears likely.     

The government's deficit reduction program remains vital to restoring 
confidence in Spain’s debt sustainability. Higher revenues, aided by 
robust economic growth, and lower funding costs are expected to help 
lower the government budget deficit from 5.9% of GDP in 2014 to 4.6% in 
2015 — yet still above the official target of 4.2%. The 2016 budget 
projects a deficit of 2.8% of GDP. However, following the prior 
government’s decision to ease aspects of its consolidation plans ahead of 
the December general election, the deficit is likely to come in higher this 
year at around 3½% before edging just below the EU-wide deficit ceiling 
of 3% in 2017 — one year later than planned. We expect import growth to 
continue to outpace exports, narrowing Spain’s current account surplus 
from 1½% of GDP in 2015 to 1¼% in 2016-17.  

Erika Cain 416.866.4205 
erika.cain@scotiabank.com 
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What’s Wrong With German Growth? 

The Eurozone Q4 GDP report will be released next week and expectations are for a +0.3% q/q increase. If 
confirmed, Eurozone real GDP growth will have increased by 1.5% in 2015, up from 0.9% in 2014, slightly 
better than expected one year ago.  

Across the main countries, one aspect of disappointment is Germany. In view of the poor retail sales and 
industrial production figures at the end of last year, there is, in our view, a risk that Q4 German real GDP 
growth prints lower than the Eurozone average, at around 0.1%/0.2% q/q. For the whole of last year, German 
growth would have thus increased by 1.6% y/y, roughly in line with the Eurozone average. More worrying, 
however, is that the annual pace of growth would be losing momentum, softening from 16%/1.7% in Q2/Q3 to 
1.3% in Q4 2015. For an economy benefiting from record low unemployment rate, the fastest pace of real 
income growth in more than a decade, a competitive exchange rate, and record low interest rates, this is 
rather disappointing. So, what’s going wrong?     

One of the immediate answers will be: poor global growth!  

 It is true that German exports account for close to 50% of German GDP, 4 to 5 points higher than the 
Eurozone average. Furthermore, German exports outside the Eurozone account for more than 60% of 
total exports, with the share destined for Asia at around 17%. This compares to countries like France, 
where exports outside the Eurozone is closer to 50% of total export and exports to Asia account for 
around 12%.  

 However, looking at German export growth over the past year, the direct impact of this geographic 
reliance does not seem to have weighed too much on Germany’s performance relative to the Eurozone. 
Indeed, in the past year, German exports in volume are up around 5.0% y/y, that is roughly in line with the 
performance seen for the euro area as a whole. Indeed, big drops in exports to Russia or to China have 
been offset by stronger demand from countries like the US, Spain or the UK. 

So, it appears that German weakness could have more to do with disappointing domestic demand.  

 At first sight, this does seem to be the case. Indeed, consumer spending is strengthening, up by around 
2.0% y/y in Q3 2015, twice the pace reported in 2014. This is also higher than in the rest of the Eurozone 
where private consumption is increasing more, by around 1.6% y/y. However, in view of the more than 
3.0% y/y rise in real disposable income, it does seem low. In the other main Eurozone countries, 
consumption does appear more closely correlated with the pace of real disposable income growth.  

 Turning to investment, despite this strengthening domestic demand, the recovery has been also very 
gradual. Indeed, capital goods investment could be up around 3.5%/4.0% in 2015, which is roughly the 
same performance than in the rest of the Eurozone or even slightly less. This could be linked to the 
specificity of the Germany economy where capital goods investment seems to be more correlated to 
exports dynamics than in private consumption. In the rest of the Eurozone, this correlation is more 
balanced. So, disappointing investment is an indirect impact of softer global demand.   

  Frédéric Prêtet 00.33.17037.7705 
frederic.pretet@scotiabank.com  

 

         Table 1: Consumption & real income, y/y Q3 2015 

Source: Eurostat, Scotiabank 
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… continued from previous page 

Disappointing German growth is weighing on the performance of the Eurozone as a whole. It’s also not very 
helpful for peripherals countries. If Germany is unable to be the locomotive of the recovery for the region, the 
implementation of structural reforms and budget deficit reduction in other countries is more painful. Rising 
populism in recent elections in Greece, Portugal or Spain already illustrate a rising frustration among 
populations. This refuels the risk of political instability inside the Eurozone. Ahead of next year’s general 
elections in France and possibly Italy, there will likely be growing demands for Germany to do more. Boosting 
public investment to offset the disappointing trend in private investment will be an option; although the priority 
of the Finance Ministry has, so far, remained focussed on budget rigour. The release of a disappointing Q4 
GDP number could nonetheless spark renewed debate on this matter.   

Frédéric Prêtet 00.33.17037.7705 
frederic.pretet@scotiabank.com  

 

Chart 1:  German Capital Goods vs. Consumption Chart 2: German Capital Goods vs. Export 

Chart 3: Euro ex Germany — Capital Goods Vs. Consumption Chart 4: Euro ex Germany —  Capital Goods vs. Export 

… while being more balanced in the rest of the Eurozone 

Investment in Germany looking too sensitive to exports 



Economics 

Global Views 
  

February 5, 2016 

19 

 

  

 

Key Data Preview  

UNITED STATES 

United States retail sales for January should show some 
modest improvement vs. December 2015. The big plus is 
vehicle sales, which accelerated to an annualized 17.5m in 
January (see chart) marking a +1.4% m/m increase over 
December. Mitigating the likely increase in retail sales from 
vehicle purchases, gasoline prices dropped by 6.5% m/m on 
average, which will likely outweigh any potential increase in 
gasoline sales volumes. In terms of consumer confidence, 
the Conference Board consumer confidence data were solid 
and showed improving sentiment, while the University of 
Michigan consumer confidence numbers slipped modestly 
on the month, so the mixed signal from those two sources 
provides little value in terms of this month’s forecast. Low 
levels of total inflation due to the drop in gasoline prices also 
make an auto-regression approach difficult — after all, what 
is the ‘right’ trend rate of nominal retail sales growth when 
gasoline prices are plummeting. We’re forecasting an overall 
+0.2% m/m number for January with ex-gasoline sales likely 
to run at a stronger +0.3% m/m. The headline retail sales 
number can, however, be somewhat misleading this month 
due to the drop in gasoline prices; the inflation-adjusted 
number that will be released with PCE data in a couple 
weeks deserves and will hopefully receive more attention. If 
there is a risk, it is probably to the downside due to a fairly 
sharp winter storm that hit the U.S. Northeast on Jan. 23rd. 
That said, the storm, while it was pitched, did not last for a 
particularly long time, and so is unlikely to have significantly 
weighed on spending levels — especially because the rest 
of the month was unseasonably warm (see chart). 

Dov Zigler 212.225.6631  
dov.zigler@scotiabank.com                    

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

EUROPE 

Euro zone fourth quarter real GDP growth will be released on 
Friday, November 12th and is expected to come in at 0.3% q/q. If 
confirmed, euro zone real GDP growth increased by 1.5% y/y in 
2015, up from 0.9% in 2014, which is a slightly better outcome than 
expected one year ago. Across the main euro countries, one 
aspect of disappointment, however, is Germany. In view of the 
poor retail sales and industrial production figures at the end of last 
year, we believe there is a risk that fourth quarter German GDP 
expansion prints lower than the euro zone average, at around 0.1%
-0.2% q/q. German growth would have thus increased by 1.6% y/y 
in 2015, roughly in line with the euro bloc average. More worrying, 
however, is that the annual pace of German growth is losing 
momentum, softening from 1.6%-1.7% in the second and third 
quarter of 2015 to 1.3% in Q4. For an economy benefiting from a 
record low unemployment rate, the fastest pace of real income 
growth in more than a decade, a competitive exchange rate, and 
record low interest rates, this is rather disappointing. For a more in-
depth analysis on this topic, please refer to Frédéric Prêtet’s article 
on page 17-18.  

LATIN AMERICA 

Chilean inflation figures for the month of January will be released 
on February 8th. We expect the January print to come in around 
4.6% y/y, up from 4.4% in December, as prices continue to feel the 
upward pressure of Chile’s commodity-related currency weakness. 
The central bank has stressed that a gradual approach to interest 
rate increases should help contain inflation while also providing the 
economy — which continues to feel the adverse impact of low 
global commodity prices — some breathing room. The government 
sees real GDP growth in the 2-3% range this year, but notes that 
risks remain on the downside. 

ASIA 

India will release fourth quarter GDP data next week. The economy 
will continue to gain momentum gradually. We estimate that real 
GDP grew by 7.4% y/y in the final quarter of 2015, in line with the 
expansion recorded over the prior three-month period. Momentum 
is supported by accommodative monetary policy, low international 
oil prices, increasing infrastructure outlays, and improving business 
sentiment. We expect that economic growth will pick-up to 7.6% 
this year from an estimated expansion of 7.3% in 2015. 

A2 

Frédéric Prêtet 00.33.17037.7705 
frederic.pretet@scotiabank.com  

Tuuli McCully 416.863.2859 
tuuli.mccully@scotiabank.com 
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Key Indicators for the week of February 8 – 12 

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

North America 

A3 

Europe 

Country Date Time Indicator Period BNS Consensus Latest
GE 02/08 02:00 Industrial Production (m/m) Dec 0.5 0.5 -0.3
SP 02/08 03:00 Industrial Output NSA (y/y) Dec -- -- 5.7

GE 02/09 02:00 Current Account (€ bn) Dec -- 26.7 24.7
GE 02/09 02:00 Trade Balance (€ bn) Dec -- 20.0 20.5
FR 02/09 02:45 Central Government Balance (€ bn) Dec -- -- -82.8
UK 02/09 04:30 Visible Trade Balance (£ mn) Dec -- -10400 -10642

FR 02/10 02:45 Industrial Production (m/m) Dec 0.4 0.3 -0.9
FR 02/10 02:45 Industrial Production (y/y) Dec 1.9 1.7 2.8
FR 02/10 02:45 Manufacturing Production (m/m) Dec 0.0 0.3 0.4
IT 02/10 04:00 Industrial Production (m/m) Dec -- 0.3 -0.5
UK 02/10 04:30 Industrial Production (m/m) Dec -- -0.1 -0.7
UK 02/10 04:30 Manufacturing Production (m/m) Dec -- 0.1 -0.4

SW 02/11 03:30 Riksbank Interest Rate (%) Feb 11 -0.35 -0.35 -0.35

GE 02/12 02:00 CPI (m/m) Jan F -0.8 -0.8 -0.8
GE 02/12 02:00 CPI (y/y) Jan F 0.5 0.5 0.5
GE 02/12 02:00 Real GDP (q/q) 4Q P 0.2 0.3 0.3
FR 02/12 02:45 Non-Farm Payrolls (q/q) 4Q P -- 0.0 0.0
SP 02/12 03:00 CPI (m/m) Jan F -- -1.9 -1.9
SP 02/12 03:00 CPI (y/y) Jan F -- -0.3 -0.3
SP 02/12 03:00 CPI - EU Harmonized (m/m) Jan F -2.5 -2.5 -2.5
SP 02/12 03:00 CPI - EU Harmonized (y/y) Jan F -0.4 -0.4 -0.4
IT 02/12 04:00 Real GDP (q/q) 4Q P 0.4 0.3 0.2
PD 02/12 04:00 GDP (y/y) 4Q P -- 3.80 3.50
PO 02/12 04:30 Real GDP (q/q) 4Q P -- 0.40 0.00
EC 02/12 05:00 GDP (q/q) 4Q A 0.3 0.3 0.3
EC 02/12 05:00 Industrial Production (m/m) Dec -- 0.3 -0.7
EC 02/12 05:00 Industrial Production (y/y) Dec -- 0.9 1.1
GR 02/12 05:00 Real GDP NSA (y/y) 4Q A -- -1.4 -0.9

Country Date Time Indicator Period BNS Consensus Latest
CA 02/08 08:30 Building Permits (m/m) Dec -- -- -19.6

MX 02/09 09:00 Bi-Weekly Core CPI (% change) Jan 31 -- 0.2 0.1
MX 02/09 09:00 Bi-Weekly CPI (% change) Jan 31 -- 0.2 0.0
MX 02/09 09:00 Consumer Prices (m/m) Jan -- 0.3 0.4
MX 02/09 09:00 Consumer Prices (y/y) Jan -- 2.5 2.1
MX 02/09 09:00 Consumer Prices Core (m/m) Jan -- 0.2 0.3
US 02/09 10:00 JOLTS Job Openings (000s) Dec -- 5350 5431
US 02/09 10:00 Wholesale Inventories (m/m) Dec -- -0.1 -0.3

US 02/10 07:00 MBA Mortgage Applications (w/w) FEB 5 -- -- -2.6
US 02/10 14:00 Treasury Budget (US$ bn) Jan -- 16.0 -14.4

CA 02/11 08:30 New Housing Price Index (m/m) Dec -- -- 0.2
US 02/11 08:30 Initial Jobless Claims (000s) FEB 6 280 280 285
US 02/11 08:30 Continuing Claims (000s) JAN 30 2250 2250 2255
MX 02/11 09:00 Industrial Production (m/m) Dec -- -0.3 -0.5
MX 02/11 09:00 Industrial Production (y/y) Dec -- 0.0 0.1

CA 02/12 08:30 Teranet - National Bank HPI (y/y) Jan -- -- 6.2
US 02/12 08:30 Export Prices (m/m) Jan -- -1.5 -1.2
US 02/12 08:30 Import Prices (m/m) Jan -- -1.5 -1.2
US 02/12 08:30 Retail Sales (m/m) Jan 0.2 0.1 -0.1
US 02/12 08:30 Retail Sales ex. Autos (m/m) Jan 0.2 0.0 -0.1
US 02/12 10:00 Business Inventories (m/m) Dec -- 0.1 -0.2
US 02/12 10:00 U. of Michigan Consumer Sentiment Feb P -- 92.5 92.0
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Key Indicators for the week of February 8 – 12 

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

A4 

Asia Pacific 

Country Date Time Indicator Period BNS Consensus Latest
CH FEB 06-07 Foreign Reserves (US$ bn) Jan -- 3210 3330

JN 02/07 18:50 Bank Lending (y/y) Jan -- -- 2.2
JN 02/07 18:50 Current Account (¥ bn) Dec -- 1052 1144
JN 02/07 18:50 Trade Balance - BOP Basis (¥ bn) Dec -- 305 -272
TH FEB 07-12 Annual GDP (y/y) 2015 2.7 -- 0.9

JN 02/08 00:00 Eco Watchers Survey (current) Jan -- 48.4 48.7
JN 02/08 00:00 Eco Watchers Survey (outlook) Jan -- 48.4 48.2
IN 02/08 07:00 Real GDP (y/y) 4Q 7.4 7.1 7.4
NZ 02/08 18:00 QV House Prices (y/y) Jan -- -- 14.2
JN 02/08 18:50 Japan Money Stock M2 (y/y) Jan -- 3.1 3.0
JN 02/08 18:50 Japan Money Stock M3 (y/y) Jan -- 2.5 2.5
AU 02/08 19:00 HIA New Home Sales (m/m) Dec -- -- -2.7

JN 02/09 01:00 Machine Tool Orders (y/y) Jan P -- -- -25.7
PH 02/09 20:00 Exports (y/y) Dec -- 1.2 -1.1
CH FEB 09-15 Aggregate Financing (CNY bn) Jan -- 2300 1820
CH FEB 09-15 New Yuan Loans (bn) Jan -- 1900 598
IN FEB 09-15 Exports (y/y) Jan -- -- -14.8
IN FEB 09-15 Imports (y/y) Jan -- -- -3.9

NZ 02/10 16:30 Business NZ PMI Jan -- -- 56.7
MA 02/10 23:00 Industrial Production (y/y) Dec -- 1.1 1.8

PH 02/11 03:00 Overnight Borrowing Rate (%) Feb 11 4.00 4.00 4.00
AU 02/11 19:30 Home Loans (%) Dec -- 2.8 1.8
AU 02/11 19:30 Investment Lending (% change) Dec -- -- 0.7
IN 02/11 21:00 Industrial Production (y/y) Dec -- -0.4 -3.2
IN 02/11 21:30 CPI (y/y) Jan 5.3 5.3 5.6

Latin America 

Country Date Time Indicator Period BNS Consensus Latest
CL 02/08 06:00 CPI (m/m) Jan -- 0.3 0.0
CL 02/08 06:00 CPI (y/y) Jan 4.6 4.6 4.4

PE FEB 09-11 Trade Balance (USD mn) Dec -- -- -315

CL 02/11 16:00 Nominal Overnight Rate Target (%) Feb 11 3.50 3.50 3.50
PE 02/11 18:00 Reference Rate (%) Feb 11 4.00 4.25 4.00



 

Economics 

Global Views 
  

February 5, 2016 

3 

Global Auctions for the week of February 8 – 12 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A5 

Country Date Time Event
US 02/08 11:30 U.S. to Sell 3-Month Bills
US 02/08 11:30 U.S. to Sell 6-Month Bills

CA 02/09 10:30 Canada to Sell CAD1.8 Bln 182-Day Bills
CA 02/09 10:30 Canada to Sell CAD4.65 Bln 98-Day Bills
US 02/09 11:30 U.S. to Sell 4-Week Bills
US 02/09 13:00 U.S. to Sell 3-Year Notes

US 02/10 13:00 U.S. to Sell 10-Year Notes

US 02/11 13:00 U.S. to Sell 30-Year Bonds

Country Date Time Event
MB 02/08 05:00 Malta to Sell 91-Day Bills
MB 02/08 05:00 Malta to Sell 182-Day Bills
GE 02/08 05:30 Germany to Sell EUR3 Bln 182-Day Bills
FR 02/08 08:50 France to Sell Bills

AS 02/09 05:00 Austria to Sell Bonds
CC 02/09 05:00 Cyprus to Sell Bills
EC 02/09 05:10 ECB Main Refinancing Operation Result
SZ 02/09 05:15 Switzerland to Sell 91-Day Bills
AS 02/09 05:15 Austria to Sell 3.15% 2044 Bonds 
AS 02/09 05:15 Austria to Sell 1.2% 2025 Bonds 
BE 02/09 05:30 Belgium to Sell 3-Month Bills
BE 02/09 05:30 Belgium to Sell 12-Month Bills
UK 02/09 05:30 U.K. to Sell I/L Bonds

DE 02/10 04:30 Denmark to Sell Bills
IT 02/10 05:00 Italy to Sell 368D Bills

SW 02/10 05:03 Sweden to Sell Bills
SZ 02/10 05:15 Switzerland to Sell Bonds on Feb. 10
GE 02/10 05:30 Germany to Sell 2018 Bonds 

IT 02/11 05:00 Italy to Sell Bonds
SW 02/11 05:03 Sweden to Sell I/L Bonds
UK 02/11 05:30 U.K. to Sell Bonds
IR 02/11 05:30 Ireland to Sell Bond
IC 02/11 06:00 Iceland to Sell Bills
NO 02/11 06:00 Norway Bills Auction Announcement

UK 02/12 06:00 U.K. to Sell Bills
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Global Auctions for the week of February 8 – 12 

Source: Bloomberg, Scotiabank Economics. 

A6 

Asia Pacific 

Latin America 

Country Date Time Event
JN 02/07 22:35 Japan to Sell 6-Month Bills

AU 02/08 19:00 Australia Plans to Sell Index-Linked Bonds
JN 02/08 22:45 Japan to Sell 30-Year Bonds

JN 02/09 22:35 Japan to Sell 3-Month Bills

NZ 02/10 20:05 New Zealand Plans to Sell NZD100 Mln 2.5% 2035 I/L Bonds

JN 02/12 03:00 Japan Auction for Enhanced-Liquidity

Country Date Time Event
BZ 02/11 09:00 Brazil to Sell Fixed Rate Bonds - 01/01/2023
BZ 02/11 09:00 Brazil to Sell Fixed Rate Bonds - 01/01/2027
BZ 02/11 09:00 Brazil to Sell Bills LTN - 04/01/2017
BZ 02/11 09:00 Brazil to Sell Bills LTN - 04/01/2018
BZ 02/11 09:00 Brazil to Sell Bills LTN - 01/01/2020
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Events for the week of February 8 – 12 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A7 

North America 

Latin America 

Asia Pacific 

Country Date Time Event
US 02/06 Nevada caucuses

CA 02/08 11:45 Bank of Canada Deputy Lane Speaks in Montreal

US 02/09 14:00 President Obama Sends Proposed Budget to Congress
US 02/09 New Hampshire Primary

US 02/10 13:30 Fed's Williams Speaks on Health and the Economy in LA
US FEB 10-11 Fed's Yellen to Appear Before House Financial Services Group

US 02/11 10:00 Monetary Policy Report - Hearing
US 02/11 10:00 Fed's Yellen to Appear Before Senate Banking Committee

US 02/12 13:30 Fed's Dudley Answers Questions at Press Briefing in New York

Country Date Time Event
NE 02/08 06:00 ECB's Walter, Dutch CB's Sijbrand, Dijsselbloem speak in Adam

SP 02/09 06:00 Bank of Spain Governor Linde Speaks in London

EC FEB 10-11 NATO Defense Ministers Hold Meeting in Brussels

SW 02/11 03:30 Riksbank Interest Rate

GE 02/12 11:00 Cameron, Merkel Attend Festive Banquet in Hamburg
EC 02/12 European Financial Stability Sovereign Debt to Be Rated by S&P
IT 02/12 Italy Sovereign Debt to Be Rated by Moody's

Country Date Time Event
NZ 02/08 Parliament Resumes

PH 02/11 03:00 BSP Overnight Borrowing Rate
PH 02/11 03:00 BSP Special Deposit Account Rate

Country Date Time Event
CL 02/11 16:00 Overnight Rate Target
PE 02/11 18:00 Reference Rate

CO 02/12 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 0.50 March 9, 2016 0.50 0.50

Federal Reserve – Federal Funds Target Rate 0.50 March 16, 2016 0.50 0.75

Banco de México – Overnight Rate 3.25 March 18, 2016 3.25 --

EUROPE
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank – Refinancing Rate 0.05 March 10, 2016 0.05 --

Bank of England – Bank Rate 0.50 March 17, 2016 0.50 0.50

Swiss National Bank – Libor Target Rate -0.75 March 17, 2016 -0.75 --

Central Bank of Russia – One-Week Auction Rate 11.00 March 18, 2016 11.00 --

Central Bank of the Republic of Turkey – 1 Wk Repo Rate 7.50 February 23, 2016 7.50 --

Sweden Riksbank – Repo Rate -0.35 February 11, 2016 -0.35 -0.35

Norges Bank – Deposit Rate 0.75 March 17, 2016 0.75 --

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Reserve Bank of Australia – Cash Target Rate 2.00 February 29, 2016 1.75 2.00

Reserve Bank of New Zealand – Cash Rate 2.50 March 9, 2016 2.50 2.50

People's Bank of China – Lending Rate 4.35 TBA -- --

Reserve Bank of India – Repo Rate 6.75 April 5, 2016 6.75 --

Bank of Korea – Bank Rate 1.50 February 16, 2016 1.50 --

Bank of Thailand – Repo Rate 1.50 March 23, 2016 1.25 1.50

Bank Indonesia – Reference Interest Rate 7.25 February 18, 2016 7.25 --

LATIN AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil – Selic Rate 14.25 March 2, 2016 14.50 --

Banco Central de Chile – Overnight Rate 3.50 February 11, 2016 3.50 3.50

Banco de la República de Colombia – Lending Rate 6.00 February 19, 2016 6.00 6.25

Banco Central de Reserva del Perú – Reference Rate 4.00 February 11, 2016 4.00 4.25

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank – Repo Rate 6.75 March 17, 2016 6.75 --

Fed: Will the Fed hike in March? Fed Chair Yellen will testify this week before the House and Senate and the Fed will release a monetary policy report. The 
tone of these public comments will go a long ways towards determining whether or not the market continues to price the Fed out of hiking in 2016 – or, as 
we think is more appropriate, reverses course. We continue to expect the Federal Reserve to raise the Fed Funds rate four times in 2016.  Canada: With 
no major Canadian economic data releases this week, the main focus for BoC watchers will be on the fixed income market, where OIS continue to price in 
a BoC cut by the end of 2016. We think that a desire to see how the federal  government’s fiscal plans unfold will have the BoC on hold this year.  

Monetary policymakers at the Swedish Riksbank will announce a policy decision on Thursday, February 11th. We expect that the Riksbank will maintain 
its key repo rate at -0.35% given that Swedish economic conditions remain favourable. However, while not our base-case scenario, there is a risk that the 
Riksbank may announce a rate cut, with inflation stuck at 0.1% y/y and prospects of further monetary easing by the European Central Bank in March likely 
to spur concerns about currency strength.

We expect both the Banco Central de Chile and the Banco Central de Reserva del Perú to hold benchmark interest rates steady at 3.50% and 4.00%, 
respectively, when monetary authorities in both countries meet on February 11th. Chilean inflation accelerated to 4.4% y/y in December, above the central 
bank’s 2-4% target range, but statements from the central bank have stressed a gradual approach to monetary policy tightening that will help contain 
inflation but also provide the weak Chilean economy some breathing room. In Peru, inflation reached 4.6% y/y in January, continuing to exceed the 1-3% 
target range; however, while we expect the central bank to hold rates at this meeting, it is likely that we will see a 25 bps hike in March.

North America 

Europe 

Asia Pacific 

Latin America 

Africa 

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

A8 



 

Economics 

Global Views 
  

February 5, 2016 

7 

    North America 

Canada 2014 15Q3 15Q4 Latest United States 2014 15Q3 15Q4 Latest
  Real GDP (annual rates) 2.5 2.3   Real GDP (annual rates) 2.4 2.0 0.7
  Current Acc. Bal. (C$B, ar) -44.9 -64.8   Current Acc. Bal. (US$B, ar) -390 -496
  Merch. Trade Bal. (C$B, ar) 4.8 -20.2 -18.0 -7.0 (Dec)   Merch. Trade Bal. (US$B, ar) -741 -760 -749 -750 (Dec)
  Industrial Production 2.5 -0.2 0.2 1.1 (Dec)   Industrial Production 3.7 1.3 -0.9 -2.0 (Dec)
  Housing Starts (000s) 189 213 194 173 (Dec)   Housing Starts (millions) 1.00 1.16 1.13 1.15 (Dec)
  Employment 0.6 0.9 0.8 0.7 (Jan)   Employment 1.9 2.1 2.0 1.9 (Jan)
  Unemployment Rate (%) 6.9 7.0 7.0 7.2 (Jan)   Unemployment Rate (%) 6.2 5.2 5.0 4.9 (Jan)
  Retail Sales 4.6 2.1 3.2 (Nov)   Retail Sales 3.6 1.6 1.2 1.6 (Dec)
  Auto Sales (000s) 1850 1953 1942 (Nov)   Auto Sales (millions) 16.4 17.8 17.8 17.5 (Jan)
  CPI 1.9 1.2 1.3 1.6 (Dec)   CPI 1.6 0.1 0.5 0.7 (Dec)
  IPPI 2.5 -0.2 0.2 -1.1 (Dec)   PPI 1.9 -3.3 -3.3 -2.7 (Dec)
  Pre-tax Corp. Profits 7.0 -19.2   Pre-tax Corp. Profits 2.1 2.0

Mexico
  Real GDP 2.3 2.6
  Current Acc. Bal. (US$B, ar) -24.0 -35.4
  Merch. Trade Bal. (US$B, ar) -2.8 -25.9 -15.8 -11.1 (Dec)
  Industrial Production 2.6 1.3 0.1 (Nov)
  CPI 4.0 2.6 2.3 2.1 (Dec)

Euro Zone 2014 15Q3 15Q4 Latest Germany 2014 15Q3 15Q4 Latest
  Real GDP 0.9 1.3   Real GDP 1.6 1.7
  Current Acc. Bal. (US$B, ar) 320 403 251 384 (Nov)   Current Acc. Bal. (US$B, ar) 212.1 296.4 318.7 (Nov)
  Merch. Trade Bal. (US$B, ar) 332.5 364.9 264.4 377.1 (Nov)   Merch. Trade Bal. (US$B, ar) 283.3 279.2 264.4 (Nov)
  Industrial Production 0.8 1.7 10.3 (Nov)   Industrial Production 1.5 1.3 -0.1 (Nov)
  Unemployment Rate (%) 11.6 10.8 10.5 10.5 (Dec)   Unemployment Rate (%) 6.7 6.4 6.3 6.2 (Jan)
  CPI 0.4 0.1 0.2 0.2 (Dec)   CPI 0.9 0.1 0.3 0.5 (Jan)

France United Kingdom
  Real GDP 0.2 1.1 1.3   Real GDP 2.9 2.1 1.9
  Current Acc. Bal. (US$B, ar) -26.2 4.9 -6.4 15.5 (Dec)   Current Acc. Bal. (US$B, ar) -92.5 -69.8
  Merch. Trade Bal. (US$B, ar) -43.5 -36.4 -48.3 -43.5 (Dec)   Merch. Trade Bal. (US$B, ar) -202.6 -198.5 0.0 -194.3 (Nov)
  Industrial Production -1.1 0.8 1.1 (Nov)   Industrial Production 1.3 1.4 1.6 (Nov)
  Unemployment Rate (%) 10.3 10.5 10.2 10.2 (Dec)   Unemployment Rate (%) 6.2 5.3 5.1 (Oct)
  CPI 0.4 0.1 0.1 0.2 (Dec)   CPI 1.5 0.0 0.1 0.2 (Dec)

Italy Russia
  Real GDP -0.4 0.8   Real GDP 0.6 -4.1
  Current Acc. Bal. (US$B, ar) 30.8 46.5 41.6 53.5 (Nov)   Current Acc. Bal. (US$B, ar) 58.4 7.5 13.0
  Merch. Trade Bal. (US$B, ar) 55.4 53.6 56.8 (Nov)   Merch. Trade Bal. (US$B, ar) 15.8 9.4 9.1 (Nov)
  Industrial Production -0.5 1.8 1.2 (Nov)   Industrial Production -1.6 -4.2 -3.9 -4.5 (Dec)
  CPI 0.2 0.0 0.1 0.1 (Dec)   CPI 7.8 15.7 14.5 9.8 (Jan)

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 15Q3 15Q4 Latest Japan 2014 15Q3 15Q4 Latest
  Real GDP 2.6 2.5   Real GDP -0.1 1.7
  Current Acc. Bal. (US$B, ar) -44.1 -61.5   Current Acc. Bal. (US$B, ar) 25.0 160.2 112.0 (Nov)
  Merch. Trade Bal. (US$B, ar) 12.2 -14.3 -20.4 -7.6 (Dec)   Merch. Trade Bal. (US$B, ar) -122.1 -32.3 -4.4 3.6 (Dec)
  Industrial Production 4.6 1.9   Industrial Production 2.1 -0.4 -0.4 -1.6 (Dec)
  Unemployment Rate (%) 6.1 6.2 5.8 5.8 (Dec)   Unemployment Rate (%) 3.6 3.4 3.2 3.3 (Dec)
  CPI 2.5 1.5 1.7   CPI 2.7 0.2 0.3 0.2 (Dec)

South Korea China
  Real GDP 3.3 2.7 3.0   Real GDP 7.3 6.9 6.8
  Current Acc. Bal. (US$B, ar) 84.4 116.4 106.0 89.5 (Dec)   Current Acc. Bal. (US$B, ar) 219.7
  Merch. Trade Bal. (US$B, ar) 47.2 80.8 95.4 63.9 (Jan)   Merch. Trade Bal. (US$B, ar) 383.1 643.5 697.7 712.7 (Dec)
  Industrial Production 0.5 -0.3 0.0 -2.1 (Dec)   Industrial Production 7.9 5.7 5.9 5.9 (Dec)
  CPI 1.3 0.7 1.1 0.8 (Jan)   CPI 1.5 1.6 1.6 1.6 (Dec)

Thailand India
  Real GDP 0.9 2.9   Real GDP 7.0 7.4 7.4
  Current Acc. Bal. (US$B, ar) 15.4 7.2 13.1   Current Acc. Bal. (US$B, ar) -27.3 -8.2
  Merch. Trade Bal. (US$B, ar) 2.0 3.2 3.2 3.2 (Dec)   Merch. Trade Bal. (US$B, ar) -11.7 -11.9 -10.4 -11.7 (Dec)
  Industrial Production -5.1 0.9 0.3 0.0 (Feb)   Industrial Production 1.8 4.8 -3.2 (Nov)
  CPI 1.9 -1.1 -0.9 -0.5 (Jan)   WPI 3.8 -4.6 -2.2 -0.7 (Dec)

Indonesia
  Real GDP 5.0 4.7 5.0
  Current Acc. Bal. (US$B, ar) -27.5 -4.0
  Merch. Trade Bal. (US$B, ar) -0.2 0.9 0.1 -0.2 (Dec)
  Industrial Production 4.8 4.1 6.5 (Nov)
  CPI 6.4 7.1 4.8 4.1 (Jan)

Brazil 2014 15Q3 15Q4 Latest Chile 2014 15Q3 15Q4 Latest
  Real GDP 0.1 -4.5   Real GDP 1.9 2.2
  Current Acc. Bal. (US$B, ar) -104.6 -47.1 -38.3   Current Acc. Bal. (US$B, ar) -5.9 -10.4
  Merch. Trade Bal. (US$B, ar) -4.0 32.1 37.7 11.1 (Jan)   Merch. Trade Bal. (US$B, ar) 6.7 -2.4 0.3 -1.8 (Dec)
  Industrial Production -2.9 -9.2 -11.9 -11.4 (Dec)   Industrial Production 0.3 -1.7 -1.1 -3.3 (Dec)
  CPI 6.3 9.5 10.4 10.7 (Jan)   CPI 4.4 4.8 4.1 4.4 (Dec)

Peru Colombia
  Real GDP 2.4 2.9   Real GDP 4.6 3.2
  Current Acc. Bal. (US$B, ar) -8.0 -2.4   Current Acc. Bal. (US$B, ar) -19.6 -5.3
  Merch. Trade Bal. (US$B, ar) -0.1 -0.3 -0.3 (Nov)   Merch. Trade Bal. (US$B, ar) -0.5 -1.5 -1.7 (Nov)
  Unemployment Rate (%) 6.0 6.3 5.8 5.7 (Dec)   Industrial Production 1.5 1.8 4.8 (Nov)
  CPI 3.2 3.8 4.1 4.6 (Jan)   CPI 2.9 4.9 6.4 6.8 (Dec)

Latin America 

Economic Statistics 

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

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

Canada 15Q3 15Q4 Jan/29 Feb/05* United States 15Q3 15Q4 Jan/29 Feb/05*
BoC Overnight Rate 0.50 0.50 0.50 0.50   Fed Funds Target Rate 0.25 0.50 0.50 0.50
  3-mo. T-bill 0.44 0.51 0.46 0.46   3-mo. T-bill -0.02 0.16 0.31 0.28
  10-yr Gov’t Bond 1.43 1.39 1.23 1.12   10-yr Gov’t Bond 2.04 2.27 1.92 1.83
  30-yr Gov’t Bond 2.20 2.15 2.04 1.94   30-yr Gov’t Bond 2.85 3.02 2.74 2.67
  Prime 2.70 2.70 2.70 2.70   Prime 3.25 3.50 3.50 3.50
  FX Reserves (US$B) 78.3 79.7 79.7 (Dec)   FX Reserves (US$B) 109.2 106.5 106.5 (Dec)

Germany France
  3-mo. Interbank -0.06 -0.09 -0.15 -0.12   3-mo. T-bill -0.20 -0.45 -0.37 -0.36
  10-yr Gov’t Bond 0.59 0.63 0.33 0.30   10-yr Gov’t Bond 0.99 0.99 0.64 0.63
  FX Reserves (US$B) 59.3 58.5 58.5 (Dec)   FX Reserves (US$B) 53.1 55.2 55.2 (Dec)

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 -0.12 -0.13 -0.23 -0.23   3-mo. T-bill 0.49 0.48 0.48 0.49
  FX Reserves (US$B) 332.3 333.9 333.9 (Dec)   10-yr Gov’t Bond 1.76 1.96 1.56 1.56

  FX Reserves (US$B) 118.9 118.8 118.8 (Dec)

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 2.00 2.00 2.00 2.00
  3-mo. Libor 0.02 0.02 -0.01 -0.03   10-yr Gov’t Bond 2.61 2.88 2.64 2.55
  10-yr Gov’t Bond 0.36 0.27 0.10 0.03   FX Reserves (US$B) 48.1 46.5 46.5 (Dec)
  FX Reserves (US$B) 1221.5 1207.0 1207.0 (Dec)

Exchange Rates (end of period)

USDCAD 1.33 1.38 1.40 1.39   ¥/US$ 119.88 120.22 121.14 116.92
CADUSD 0.75 0.72 0.72 0.72   US¢/Australian$ 0.70 0.73 0.71 0.71
GBPUSD 1.513 1.474 1.424 1.448   Chinese Yuan/US$ 6.36 6.49 6.58 6.57
EURUSD 1.118 1.086 1.083 1.114   South Korean Won/US$ 1185 1175 1199 1198
JPYEUR 0.75 0.77 0.76 0.77   Mexican Peso/US$ 16.918 17.208 18.107 18.365
USDCHF 0.97 1.00 1.02 0.99   Brazilian Real/US$ 3.948 3.961 3.999 3.919

Equity Markets (index, end of period) 

  United States (DJIA) 16285 17425 16466 16178   U.K. (FT100) 6062 6242 6084 5848
  United States (S&P500) 1920 2044 1940 1886   Germany (Dax) 9660 10743 9798 9286
  Canada (S&P/TSX) 13307 13010 12822 12738   France (CAC40) 4455 4637 4417 4201
  Mexico (IPC) 42633 42978 43631 43416   Japan (Nikkei) 17388 19034 17518 16820
  Brazil (Bovespa) 45059 43350 40406 40831   Hong Kong (Hang Seng) 20846 21914 19683 19288
  Italy (BCI) 1179 1218 1070 1016   South Korea (Composite) 1963 1961 1912 1918

Commodity Prices (end of period)

  Pulp (US$/tonne) 960 940 940 940   Copper (US$/lb) 2.31 2.13 2.06 2.12
  Newsprint (US$/tonne) 510 505 525 525   Zinc (US$/lb) 0.75 0.73 0.73 0.78
  Lumber (US$/mfbm) 242 274 245 255   Gold (US$/oz) 1114.00 1060.00 1111.80 1150.35
  WTI Oil (US$/bbl) 45.09 38.17 35.28 33.45   Silver (US$/oz) 14.65 13.82 14.08 14.91
  Natural Gas (US$/mmbtu) 2.52 2.34 2.30 2.06   CRB (index) 193.76 176.14 166.75 162.96

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