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Greeks To Face A Difficult Choice  

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

Europe — A Protracted Period Of Uncertainty 

With Sunday’s Greek referendum pending, the safest assumption is 
probably that a protracted period of uncertainty will ensue no matter what 
the outcome and market caution will likely continue to be warranted. This 
stands in contrast to brave guidance from the Greek government that the 
banking system will fully re-open almost immediately after the referendum, 
and that according to Prime Minister Tsipras a deal will be signed “a day 
after the referendum.”  I guess his out here is that technically he didn’t say 
that there would be more than one signature on it. Note that voting will 
occur from 7am until 7pm Athens time on Sunday. Exit polls should begin to 
arrive shortly thereafter and reasonably credible early projections are 
expected by 9pm (2pmET Sunday). 

One is hard pressed to determine any winners stemming from either 
outcome over time — whether a yes or a no vote. First will be assessing the 
results for their credibility and how well they represent popular opinion by way of overall voter participation and 
the vote spread. Recall that the Syriza party only took 36% of the vote in January’s election and thus the 
majority of Greeks did not vote for the rebellious party with far left roots within a highly fragmented system of 
proportional representation. A yes vote could immediately trigger the fall of the government given that the 
government is openly campaigning for the no side. The finance minister, Yanis Varoufakis, has already said 
he would resign. At a minimum, this could extend uncertainty until a new election has been held and likely not 
before the second half of August or later. That could likely require a bridging arrangement from the creditors in 
order to allow elections to unfold without the economy thoroughly imploding in the meantime. It is not clear 
what the population would be saying yes to, since the creditors’ draft offer expired last Friday when Tsipras 
called the referendum and the negotiating position of the Greek government would probably be damaged 
even in the unlikely scenario whereby it continued to stand. A yes outcome, however, would probably be a 
clear signal from the Greek people that they wish to remain in the Eurozone even if the question does not 
directly address this. Whether whatever government that emerges respects this through its actions remains 
uncertain. 

A ‘no’ vote would, by corollary, be taken by the creditors that the Greek population has exercised its right to 
vote itself out of the euro and would pose the risk of irreconcilable differences with Europe. Even if a change 
of heart, mind or both ensues, it would likely arise following a protracted period of instability in the Greek 
banking system and economy. The risk is that a no vote expedites introduction of IOUs by the Greek 
government to meet its obligations which is tantamount to introducing a parallel currency to the euro.  

The forces at work are obviously very complex. Europe may have a moral obligation to Greeks to protect the 
family from the wayward actions of a few. Exit poses uncertain precedence risks. Giving in to Greek demands 
threatens the very Eurozone experiment on the path toward greater fiscal and regulatory convergence and 
sets the precedent for others to abandon reform plans. Greece occupies a strategic location within Europe 
and has long been fought over by foreign empires. At issue, however, is also moral hazard that continues to 
plague the world financial order. Look your kids in the eyes and tell them it’s ok to borrow recklessly, misreport 
and downright lie about it, and behave with wanton disregard for any order in the universe with the entitlement 
attitude that someone will excuse their bad, inconsistent behavior in future because it will be too painful to 
make their life cycle finances whole. Viewed through this lens, Greece may be the battleground for whether to 
bail or let fail for the sake of the future integrity of the global financial system following bail outs for just about 
everyone else who borrowed too much in the past. The Lehman experiment was a disaster, but the 
infrastructure wasn’t ready for the experiment. Further, managing to the threat of Greek rebellion, insurrection, 
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riots, civil war, or a repeat of the conditions that led to two world wars last century is a weak foundation for 
doing the right thing. Go test your democratic future with Mother Russia. Sell to China’s SOEs. Go it alone and 
wipe out a generation or two. But setting some discipline in the world financial order by stopping this cycle of 
printing away or repudiating debts may well be the grander imperative instead of compounding the borrower 
bail-outs. 

The BoE is not expected to change policy when the Monetary Policy Council meets next Thursday. Of 
course, we won’t know anything about the dialogue that unfolded until minutes to the meeting arrive on July 
22nd. The next meeting on August 6th, however, commences the practice of releasing the quarterly Inflation 
Report simultaneously to the BoE decision. In this environment, clearly the BoE is focused upon Eurozone 
risks stemming from Greek debt negotiations and therefore the Greek referendum results will be a point of 
reference in next week’s BoE dialogue. Every central banker on the planet is telling us they are forward 
looking but data dependent which is akin to walking forward while constantly looking back over your shoulder;  
every now and then you’ll walk into a lamp pole.  

It’s not clear that it’s worth spending any more time on European data in the face of more pressing matters 
than to rattle off next week’s updates: trade from Germany, France and the UK; industrial output from 
Germany, France, Italy and the UK; and factory orders from Germany. 

United States — Frustrated Fed 

In addition to spillover risks from international developments, how the Federal Reserve views this backdrop as 
a precondition to rate hikes will be the domestic market focus next week. It’s a week that will be chocked full of 
Fed-speak and I would expect a frustrated tone that errs on the side of caution in support of delayed market 
expectations (chart 1). 

Key will be next Friday’s interview with Fed Chair Janet Yellen during 
which she will address the economic outlook. Before then, minutes to the 
June 16-17 FOMC meeting will be released on Wednesday. They should 
be treated as stale before the sharp deterioration in Greek debt 
negotiations, and probably irrelevant in the wake of the pending Greek 
referendum regardless of the outcome. Recall that the famous dot plot 
was revised in ways that left the median fed funds target forecast 
unchanged for year-end 2015, but the dots that did move all moved 
lower and that signalled less conviction toward the cumulative pace 
of hikes this year and the exact timing for lift-off. One possibility was 
that Chair Yellen lowered her own forecast to be among the five 
expecting just one hike by year-end and other top FOMC officials may 
have followed her into the one hike in 2015 camp. What would support 
this view is that Chair Yellen noted in her press conference that “My 
colleagues and I would like to see more decisive evidence that the 
moderate pace of economic growth can be sustained.”  That may mean 
that they want considerably more GDP data but it remains uncertain 
whether a firm estimate for Q2 growth would be enough (in support of 
September) or if that also means they want to see Q3 data (in support of December). Again, however, other Fed 
speak on the week should be weighted more heavily than the minutes in light of rising international risks including 
USD strength since the last meeting. 

Other Fed speak will include Governor Lael Brainard who speaks on Thursday and while her focus will be on 
regulatory reforms, she has previously weighed in with a cautious bias and is likely to repeat that should any 
reference to the outlook or markets accompany her comments. Four regional Fed presidents will also weigh in 
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including one voting member (Williams), two officials who vote come January (Rosengren and George) and 
Kocherlakota who is a retiring dove.  

Data risk will be relatively minor and light by comparison with only trade figures for May, and ISM services for 
June on the schedule. The US Treasury auctions 3s, 10s, and 30s. The earnings cycle begins in earnest the 
week after next with the financials leading the week, but before then we’ll get a few releases from Alcoa and 
PepsiCo next week. 

Canada — Post Surgery Complications? 

Vitally needed tracking data for May and June starts to arrive in greater 
force next week and that will further inform our views on risks facing the 
Bank of Canada’s rebound hopes. See our recent piece here on why 
we don’t think the BoC will or should cut rates further at this juncture. 
That will still be positioned behind far greater international risks 
especially from the vantage point of a moderately sized open economy 
like Canada that is a price taker on global markets in most of what it 
does. 

Q2 GDP growth is now tracking -1% q/q (yes minus) at a seasonally 
adjusted annualized pace given the Q1 hand-off and April assuming 
flatness in May and June. A high bar is set for the BoC's 1.8% Q2 
forecast to come true and to a lesser extent the same point applies to 
private consensus expectations (chart 2). In order for the BoC's 
forecast 1.8% Q2 rebound to come true we would need an average 
monthly GDP gain of about three quarters of a percentage point in each 
of May and June on average — perhaps aided by measurement 
differences in translating monthly GDP into quarterly estimates. The 
last time we had that (and barely) was almost twelve years ago in October 2003 and there was no significantly 
greater performance than that in the monthly GDP records back to at least 1997. The BoC will have to revise 
its Q2 growth forecast lower and soften rhetoric about the shocks all being front-loaded into Q1. Average 
monthly GDP gains of 0.3% in May and June are required in order to come just above flat in Q2. Headline risk 
has clearly gone up on Canada. 

With that as the backdrop, enter next week’s May trade data, June jobs, and May housing starts. Given 
that we mostly have April data to go by thus far, these prints will incrementally add to Q2 tracking abilities. 
Expect give-back in the volatile Canadian jobs figures following the massive 59k rise in May that had been 
evenly split between full-time and part-time gains. Ongoing softness in the economy has led market 
participants to discount the volatile but seemingly resilient household survey of job market conditions. The 
Bank of Canada also releases its Business Outlook Survey and its Survey of Senior Loan Officer Opinions on 
Monday.  

Asia — Chinese Deflation Fears Exaggerated 

Volatile trading in mainland Chinese equity markets, policy risk given no pre-set schedule for decisions, and 
macro releases that themselves may influence policy risks will all potentially have China contributing to the 
global market tone next week. 

Chinese CPI inflation will be released in June and the debate is whether China is facing deflation risks. So 
far there is zero support for deflation arguments in the hard data. Only one CPI category — transportation and 
communication — has been experiencing falling year-ago prices. Falling monthly CPI is often misinterpreted 
because it is not seasonally adjusted and typically does decline in March through June with monthly price 
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pressures more skewed toward the July-August time period and 
December through to February (chart 3). 

China might also release company financing figures. They’ll be a 
reminder of how tiny equity financing is for Chinese firms (about 
5% of aggregate financing) with most funding needs met through 
local currency loans and bond markets. This point is often lost in 
the discussion on Chinese equity markets. China’s capital markets 
are still overwhelmingly skewed toward debt and with that goes 
underutilization of equity within firms’ capital structures relative to 
most more developed capital markets. 

Three regional central banks will provide rate decisions but none 
are expected to alter policy. A minority of seven forecasters out of 
30 expect the RBA to cut once or twice more over the duration of 
2015. Since the late RBA meeting on June 2nd, the A$ has broadly 
weakened against most currency crosses except for the NZ$. That 
doesn’t suffice according to Governor Stevens who recently 
remarked that “further depreciation is both likely and necessary.”  Comments like that position the risk to the 
consensus call as being in favour of a cut next week following the last one in May. Jobs numbers that arrive 
after the RBA decision do not, however, merit rate cuts as the Australian economy has created 111,000 new 
jobs over the first five months of this year. Each of the Bank of Korea and Bank Negara Malaysia are expected 
to hold policy rates. Only one shop out of 30 within Bloomberg’s consensus expects another rate cut from the 
Bank of Korea this year. Philippine CPI, and trade figures for India and Philippines round out the week’s 
calendars. 
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Greece — Yes, No, Maybe? 

The question: 

“Should the plan of agreement be accepted, which was submitted by the European Commission, the 
European Central Bank, and the International Monetary Fund of 25/06/2015 and comprises two parts, which 
constitute their unified proposal? 

The first is entitled “Reforms For the Completion Of The Current Program and Beyond” and the second 
“Preliminary Debt Sustainability Analysis”.  

Timings 

Polls are expected to close at Noon (Toronto Time). Some exit polls are likely to be released shortly after the 
polls close with reports suggesting that provisional results will be available around 7pm Toronto time. There 
have even been suggestions that Tsipras could resign as soon as Sunday evening depending on the result. 

Scenarios 

1.)  Clear “Yes”: Tsipras and Varoufakis stand down, technocrat government / government of national unity 
put in place, new bailout deal set up and we revert to the situation before the general election. 

 Most market friendly outcome – contagion risk reduced. If a country was going to exit the 
Eurozone, this was the most likely candidate.  

 When push came to shove, the Greek public wanted to stay inside the Eurozone rather than 
resist further austerity. The risk of another peripheral country facing a re-run of what we have 
seen in Greece is reduced. 

 Potential candidates to replace Tsipras: 

 Yannis Dragasakis (deputy PM) 

 George Kaminis (Mayor of Athens) 

 George Provopoulos (Former Bank of Greece Governor) 

 We are unsure how long a technocrat government could last in this scenario. So the thrust is 
probably disaster averted, but with a period of prolonged uncertainty until a permanent 
government has been put in place. At the very least, the experience of a technocrat government 
in Italy should reassure some confidence. 

 Not quite ‘back to normal’ since we could see another flare up further down the road, particularly 
if austerity fatigue kicks in or fiscal targets are not met, reforms fail to be implemented. 
Furthermore, if the Syriza Deputy PM takes over, is it a case of replacing like with like? 

 The IMF suggested various measures are needed — another $50bn bailout, doubling the 
maturities on existing loans and write-offs likely at some point. 

 Market reaction — risk on. 

 Reverse flight to quality — gilts and bunds both sell off; 

 Curve flattens (gilts) 

 Curve steepens (core Europe); 

  Frédéric Prêtet 00.33.17037.7705 
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 Peripheral bonds rally / spreads narrow; 

 Linkers/inflation swap market outperform as the reflation scenario remains in place; 

 Equities rally; 

 EUR — ambiguous. Worst case scenario averted, but longer term underperformance as 
Greece remains a weight around the neck of the Eurozone. 

New elections would take some time to set up and therefore a formal agreement between creditors and any 
new government for a new bail out is unlikely to take place before the €3.5bn ECB repayment is due later this 
month.  

A lot of pressure will be on the ECB to adopt some flexibility. Firstly, it may allow an increase in the ELA and 
secondly, facilitate some flexibility on the payment due on July 20th. However, the latter may not be that easy 
since it could be seen as monetary financing of a government which is banned by the Treaty.  

An alternative could be a new ESM loan to repay the ECB. Comments from other EU governments have 
suggested that a “yes” vote would be seen as a positive step and a new start for Greece; potentially facilitating 
more willingness.  

Any immediate developments are likely to represent an interim solution. So, even if the initial market reaction 
is positive, finding a longer term solution could lead to sporadic flash fires. 

2.)  Narrow “Yes”: and Tsipras and Varoufakis attempt to cling to power. 

 Lack of trust between creditors and the Greek government to implement the conditions attached 
to the bailout package. 

 Grexit and contagion risk reduced but not completely eradicated. 

 Market reaction — mild risk-on / muted version of the ‘clear yes’ market reaction described 
above. EUR probably weakens given the additional / prolonged uncertainty. 

3.)  “No” and Syriza government resists Grexit. Syriza gets reinforced mandate to continue what it is doing. 
Prolonged bank closures and uncertainty. Grexit may ultimately happen, but not immediately. 

 2nd worst case scenario.  

 Syriza say there is no legal basis for Greece to be forced out of the Eurozone… 

 …while some Eurozone leaders have argued that a “no” vote would spell exit (Dijsselbloem, 
chairman of the eurogroup of finance ministers, “Greece would have no place in the eurozone” if 
it voted “no” on Sunday).  

 The French press suggests that there is a split among EU governments on the position following 
a “No” vote. France, but possibly also Italy and Spain could be ready for some kind of 
compromise. 

 Market reaction — risk off — but not full-blown meltdown:  

 Rerun of last Monday’s open. Moves are muted a little as Grexit not immediate 
prospect, reducing contagion a little. 
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 Flight to quality — gilts and bunds both rally; 

 Curve steepener (gilts): 

 Curve flattens (core Europe) 

 Peripheral bonds sell off / spreads widen; 

 Linkers/inflation swap market underperform; 

 Equities tank.  

 EUR — weakens. Near term uncertainty and potential spillovers are bad for the 
Eurozone. Longer term there is an argument that the Eurozone ends up stronger, but 
that could be some way away and the immediate reaction should be negative. 

 Some potential for the ECB to step in and buy other peripheral economy government 
bonds if the market reaction is too severe. 

Officially, the Greek government has no intention of leaving the Eurozone. Even the German Finance Minister 
recognized that “Greece” will still be a member of the Eurozone after a “No” vote. So, the only way is for 
creditors to adopt a decision which forces the Greek government to opt for an exit. Full blown market reaction 
may have to wait for announcement from creditors / other EU leaders. 

The stance of the ECB will also be crucial. No agreement with creditors would involve no new cash for the 
Greek government to pay its debts, provide extra liquidity to Greek banks or the €3.5bn due to the ECB on 
July 20th. 

Liquidity offered through the ELA would have to tighten (either directly or through increasing the haircuts 
applied to collateral with an ECB meeting on this topic due to take place as soon as Monday). 

This would force the Greek government to quickly print its own money (IOUs, New Drachma…) to finance its 
economy. One sticking point would be whether the ECB is ready to take a decision that has political 
consequences.  

4.)  “No” vote and swift Grexit: This scenario seems less likely given that we know Tsipras and Varoufakis 
have said that they will resist Grexit. However if it does happen: 

 Worst case scenario — what used to be unthinkable has happened. No reason why the market 
can’t contemplate other fiscally challenged Eurozone countries leaving the Eurozone. 

 Risk of contagion and spillovers in the immediate aftermath, plus enduring risk premium around 
peripherals. 

 Market reaction: 

 stronger case of risk off as described above… 

 …notwithstanding that the ECB and other bodies have been preparing for such a 
scenario for some time and probably have plans in place to minimise the spillovers / 
contagion. 
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Trucking In Luxury  

Light truck sales continue to rev up across North America, driving 
overall vehicle purchases to new heights in Canada and to decade-
highs in the United States. Luxury light trucks are the fastest-growing 
segment in both countries due to the proliferation of new models and 
rising household wealth — the key driver of the luxury auto market.  

Household wealth is being buoyed by strong equity market 
performances across much of the globe and ongoing house price 
appreciation. Even with recent concerns about a possible exit of 
Greece from the euro zone, the capitalization for the global equity 
markets has advanced 9% over the past year and is now 65% above 
the trough set in early 2009.  

In Canada, sales of luxury light trucks have surged 18% y/y through 
June, lifting overall luxury purchases (cars and light trucks) to more 
than 10% of the new vehicle market — the highest level on record and 
well above the 8% average that was normal over the past decade. In 
fact, Canada’s luxury volumes are rapidly approaching the 12% share 
that has been typical in the United States. The outperformance of luxury vehicles in Canada this year reflects 
a larger gain in household wealth than south of the 49th parallel. The net worth of Canadian households 
advanced by 8.5% in the twelve months to March, well ahead of the 5.7% increase in the United States. In 
fact, in the opening months of 2015 the net worth of Canadian households rose 3.4% quarter-to-quarter, the 
largest gain in nearly a decade, as the value to financial assets jumped more than 6% — the largest increase 
since the global economic recovery began in mid-2009. Canadian household wealth totalled a record $8.7 
trillion at the end of March — more than double the level of a decade ago. On a per capita basis, Canadian 
household net worth is rapidly narrowing the gap with the United States, enabling more Canadians to become 
upscale shoppers.  

Purchases of luxury light trucks in Canada have surged at a double-digit pace over the past five years, nearly 
triple the advance in luxury car volumes. While this is part of a global shift towards larger and more spacious 
vehicles, sales of luxury light trucks in Canada have advanced at more than double the pace of mass-market 
models. Rising wealth has also enabled many Canadians to shift beyond the entry-level luxury segment which 
accounted for much of the growth in previous decades. Entry-level models accounted for half of the Canadian 
luxury market a decade ago, but their share has consistently been below 40% in recent years.     

Lower gasoline prices have also provided a big boost to Canadian luxury truck volumes this year, spurring 
purchases of large luxury SUVs. Through June, sales of these models have surged more than 80% y/y and 
now account for 3% of overall luxury sales, nearly double their share of the previous five years. In fact, the 
popularity of these models is approaching what has been normal in the United States in recent years, a 
country with much lower gasoline prices.     

Luxury vehicles have outperformed in every region this year. Sales posted double-digit gains in most 
provinces and have only declined in the highly oil-dependent jurisdiction of Newfoundland and Labrador. In 
fact, luxury volumes have even edged up in Alberta this year alongside surging sales of large luxury SUVs. 
However, British Columbia is Canada’s luxury leader. Luxury volumes account for 15% of overall sales in 
British Columbia, nearly 50% above the national average. This reflects the high concentration of wealth 
among the home-owning ‘baby boomers’ in the province. Data from Statistics Canada indicate that household 
wealth in B.C. is more than 30% above the Canadian average, with principal residences accounting for most 
of the wealth. However, B.C. households also have higher financial assets than other Canadians.  
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El Niño Weather Suggests Higher Grain & Oilseed Prices In 2015-16 

 Wheat prices are poised to move higher.   

El Niño weather patterns around the world will likely bring to an end 
the period of favourable weather and progressively lower grain and 
oilseed prices of the past 2-3 years. Uncertainty over the crop 
outlook has already lifted wheat, corn & soybean prices on the 
CBOT, while the price of canola — largely a Canadian crop — has 
recently surged on the Winnipeg Grain Exchange (ICE Futures 
Canada).  

Among major crops, wheat is likely to be most affected, with topsoil 
moisture conditions in Saskatchewan and Alberta (linked to an 
altered jet stream) the poorest since the drought of 1988. Unless 
good rain is received by July 10, a serious drought will ensue, 
reducing the crop this Fall. Canada was the world’s second-largest 
wheat exporter in 2013-14. While India is having a good monsoon 
— despite El Niño — dry growing conditions in Russia, the 
European Union (especially in France, the EU’s major wheat 
growing country) and potentially in eastern Australia (the world’s 
fourth-biggest wheat exporter) will likely cut harvests this Fall.       

In the United States, CBOT corn futures have moved back over the 
important US$4 mark, surging to US$4.13 1/4 per bushel on June 
30. The U.S. Department of Agriculture — in its first seeding report 
of the year — reported lower-than-expected plantings of corn and 
soybeans amid a strong demand outlook. Heavy rain in the U.S. 
Midwest has prevented farmers from finishing their soybean planting 
and has hurt crop conditions.  

Dry pasture lands are also having a significant impact on the ranch 
cow-calf sector in Alberta and Saskatchewan. Unless rain occurs 
soon, cattle producers may be forced to sell grass cattle and calves 
at a time when they should be retaining heifers to rebuild cattle 
numbers, now at the lowest level since the 1970s (accounting for 
record cattle prices and high beef prices at grocery stores across 
Canada).  

The relentless drop in world grain & oilseed prices of recent years 
has contributed to the sharp decline in Scotiabank’s Commodity 
Price Index (please see the chart above). However, after assuming 
normal weather and yields, the U.S. Department of Agriculture will 
likely be revising down its initial estimates of 2015-16 crops. Recent 
weather developments point to a more uncertain crop outlook and 
likely higher prices in the coming year.   

 

Scotiabank’s Commodity Price Index climbed by +4.7% m/m in May, 
the second consecutive monthly gain, and likely advanced further in 
June, led by oil. May and June witnessed an extraordinary 
narrowing of the discounts on Western Canada’s Light & Heavy 
crude oil off WTI, continuing into July.  

Patricia Mohr 416.866.4210 
patricia.mohr@scotiabank.com 
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A High Bar For Further BoC Rate Cuts 

We would not make a BoC rate cut in July a base case as of yet. In fact, I believe there is a high bar for cutting 
further any time soon and go one step further in that I believe another rate cut at this juncture would do more 
damage than good over time. Our forecast remains no change in the BoC’s overnight policy rate over the 
duration of this year and all of next. That’s consistent with what we’ve been saying for a while in that markets 
are attaching too high of a probability to further BoC cuts and we would position against it. What follows is a ten 
pointer on key arguments. 

1. Financial conditions are not tight. In fact, by the BoC's own 
financial conditions index, conditions are more relaxed than they've 
been in a year and largely due to global forces. Their index is 
signalling about 26% easier overall financial conditions than at the end 
of January when the central bank cut and not far from the easiest 
conditions on record (chart 1). This combined policy and market 
easing has not been given enough time to influence the economy as 
of yet. Recall that this measure is a broad composite of much more 
than just short-term rates (go here) and includes a mixture of positive 
and negative contributions from house prices, business lending 
conditions, credit spreads, the overnight rate, 10 year GoC yields, 
CAD in trade-weighted nominal exchange rate terms, and the TSX. 

2. Canada's problem is an exogenously determined terms-of-trade 
shock and cutting rates will do little to reverse this. The country is 
a price taker in most of what it does and so its ability to influence the 
global market tone that drives the price of what it sells relative to what 
it buys in world markets is very limited. 

3. The problem is not in the rate sensitive sectors. At least not yet. Housing markets are ripping. Retail 
sales are looking like they are reversing the Q1 decline albeit with limited Q2 tracking. Cap-ex is weak but 
this is a function of depressed cash flow in the resource sectors that drove the prior run-up in investment 
spending. Will cutting rates really boost the sectors that did much of the damage to April’s GDP report like 
resources (can’t influence commodities), utilities (can’t influence weather, with utilities output just coming off 
a large surge in Jan/Feb) and manufacturing (bigger challenges than CAD)?  Not likely.  

4. Keep your powder dry. A -0.1% dip in April GDP provides little new information to get in a flap over and so I’ve 
been somewhat amazed to see some of the urgent sounding cries that have hit the tapes from others. 
Consensus expected a +0.1% rise, and we were flat, so the surprise to what had been understood by most 
forecasters was small which makes for an over-reaction. There is nothing the BoC can do now or in future to 
reverse what has been happening in 2015H1. Monetary policy acts with a long and variable lag. I’d rather see 
the BoC hold something in reserve should it really have to adjust to potential future risks in the domestic 
economy. At 0.75% on the overnight rate there is little left in the tank without embracing riskier monetary policy 
options like at the Riksbank but without having to unwind the Riksbank’s premature 175bps of policy tightening 
over 2010-11, much softer core inflation readings, and greater Swedish exposure to European weakness. 

5. On those domestic risks, housing imbalances are at the top of the list. I haven’t changed my views in warning 
about housing risks. When every variable in the housing and consumer sectors is at a record high, prudence 
dictates that you caution markets. Timing asset market developments is not a strength of economics on the 
upside or downside, but it would be foolhardy to ignore the difficulty in sustaining growth off of all-time record 
highs in the home ownership rate, real per capita consumer spending, house prices by every measure, 
household leverage, and renovation spending. The country’s financial system and mortgage markets are totally 
different than markets like the US and parts of Europe and this is an important stabilizer against true hard 
landing worries that we don’t believe in. So is an improving US economy. But these points do not negate the 
fact that the hottest markets of Toronto and Vancouver have had large and prolonged price corrections that 

Derek Holt 416.863.7707 
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have restrained the economy in the past despite this point and for varying reasons over time that could all well 
repeat (cycle maturity, immigration shifts, rate risk, etc). Shock bond markets and with it put upward pressure on 
the key five year mortgage rate and then further front-end policy flexibility could well be required. Unless the 
BoC thinks it can forecast a housing downturn better than anyone else amidst a market that has reached new 
highs on unanticipated persistence to falling fixed borrowing costs that has played an important part in bailing 
out the housing optimists, then it should retain policy flexibility. Otherwise, we are approaching the limit at which 
lower variable and fixed rates can add ongoing upsides to housing markets. 

6. In the meantime, cutting rates will only risk inflaming housing imbalances while doing little for the 
external sector of the economy that primarily depends upon what the world hands Canada via commodity 
prices and US growth. Cutting rates now or soon will transfer future housing and consumption demand to the 
present and limit policy flexibility down the road.   

7. There is no readily apparent disinflation or deflation problem at this point. Core inflation is above target 
and the BoC’s forecasts have been consistently chasing it higher through upward revisions all the while talking 
through ‘temporary’ factors. So have ours. So have yours. That says to me we don’t fully understand the drivers, 
shouldn’t dismiss every sector-specific influence, rely too heavily upon output gaps that I think are highly over 
rated in the domestic context, models that forecast core 6-24 months in advance are weak, and we should 
therefore err on the side of caution toward the inflation mandate. The BoC cannot do anything about 
commodities that are depressing headline inflation — other than to wait until headline base effects drop out into 
late year and early next and drive headline CPI inflation higher to close the gap with core. 

8. Let the Fed do the work on the currency. Eventually we'll arrive at lift-off and the USD may strengthen versus 
CAD. That will force Canadians to pay more for imported goods to an uncertain extent and by corollary reduce 
household purchasing power in an economy that is significantly dependent upon imported consumer goods. 
Cutting rates would only aggravate a not-so-transitory import price shock that lasted for years to the downside 
when CAD was appreciating and I see no reason to dismiss it as transitory to the upside when CAD is 
depreciating unless we stretch the definition of transitory to be measured in several years. 

9. Deliberately trying to weaken a currency that is not obviously overvalued by any large amount in purchasing 
power parity terms is a weak foundation for a nation's industrial strategy. It is also unlikely to be a 
sustainable strategy over the economic lives of major investments. Deeper cost and productivity problems 
have made Canada far less competitive in manufacturing unit labour cost terms to the US and Mexico over 
the past couple of decades and it would take entertaining a much weaker currency to negate this cost 
differential while inflating associated risks. Simply put, there is no easy cure for competitiveness challenges. 

10. While it is difficult to time, most negative oil price shocks have 
fleeting effects on growth (second chart). The chart is one 
we’ve repeatedly used and shows that six quarters ahead and 12 
quarters after comparable oil price shocks to what has been 
experienced in the past typically portrays the worst effects as 
being fairly short lived before, as Governor Poloz notes, the 
benefits of lower oil prices and an improving global economy 
eventually take over. Patience is required. Fleeting doesn’t mean 
something that can be measured with the precision of the exact 
month, like why we didn’t see a rebound in April. The second half 
of the year is likely to get better than the first half. Trying to time 
this story with great precision poses significant future policy risks. 

11. Bonus!  Volatility in the conduct of monetary policy may put 
participation in nearer-dated debt auctions at risk. This is 
consistent with views we have heard in discussions with clients 
abroad. It lessens the strength of real or implicit forward guidance 
and communications in general. 

Derek Holt 416.863.7707 
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Provincial Export Diversification — Different Measurements  

 The current U.S opportunity can be complemented by further export diversification. 

The Provinces’ progress in broadening and deepening their 
international exports is complex and uneven. Three sectors — oil & 
natural gas, motor vehicles & parts and electricity — accounted for 
29%, 17% and 1% of Canada’s 2014 merchandise export receipts, 
respectively. For now, these products are almost entirely routed to 
the United States. However, upgraded auto assembly and parts 
capacity plus proposed LNG plants and oil pipelines to the Pacific 
and Atlantic Oceans testify to the business commitment to 
geographic diversification.   

This article’s focus is the subset of provincial exports after these three 
sectors are removed. From 2010 to 2014, this sub-aggregate lagged 
total export growth, though its annual gains still averaged  5.7% 
annually. As lower oil prices impact current export receipts, the sub-
aggregate should fare better.  The sub-aggregate reveals expanding 
merchandise shipments around the world, particularly to Asia (tables 1 
and 2). In 2000, 80% of this sub-aggregate went to the United States; 
by 2012 the U.S share had dropped to 61%. The U.S. share 
subsequently climbed back to 66% during the first four months of 2015, 
propelled by America’s economic recovery and a softer Canadian dollar 
vis-à-vis the U.S. dollar. Yet, for this export sub-aggregate, U.S. 
markets remain less dominant for several provinces, with their share in 
2014 below 50% for three provinces, and less than 65% for six.  

Over the next couple of years, anticipated U.S. share gains for the 
export sub-aggregate will reflect product diversification 
opportunities. The forecast rebound in U.S. housing starts to 1.3 
million units by 2016 should assist Canadian wood and other 
building products. Positive for the agri-food sector is the U.S. 
retraction of Country of Origin Labeling.    

Growth momentum in Asia for the export sub-aggregate is still 
significant, after post-recession increases averaging 9.3% annually 
since 2010. Though China’s expansion has moderated, negotiations 
on the Trans-Pacific Partnership continue. Examples of current 
progress range from BC’s promotion of wood construction, to a 
recent agreement for uranium sales to India benefitting 
Saskatchewan to Atlantic Canada’s export gains in raw and 
prepared seafood products. Since 2009, growth in Nova Scotia’s 
seafood sales to Asia has averaged 25% annually.  

Inroads into Latin American markets for the export sub-aggregate 
have averaged 6.7% annually over the past half decade, albeit from 
a limited base. Mexico’s share of these sales in 2014 was 36%. Sub
-aggregate exports to the EU climbed 4.2% annually for 2010-14, 
restricted by Europe’s weak recovery. Provincial preparations for 
the implementation of the Comprehensive Economic and Trade 
Agreement illustrate the possibilities and challenges of a second-
generation trade agreement in a highly differentiated market, with 
diverse options, such as foreign affiliate expansion.  

PROVINCES 

 

Mary Webb (416) 866-4202 
mary.webb@scotiabank.com 

 Warren Kirkland (416) 866-4212 
warren.kirkland@scotiabank.com 

* Asia excludes the Middle East; Latin America includes 
Mexico. Source: Statistics Canada. 

 

 

Chart 1 

Table 2 

U.S. Asia* E.U. 28
Latin

America*
Other

NL 45.4 18.9 28.0 4.3 3.4
PE 64.1 11.5 11.4 2.7 10.3
NS 70.6 15.2 8.0 2.6 3.6
NB 91.6 3.2 1.4 2.3 1.5

QC 70.1 9.3 11.5 4.3 4.8
ON 69.3 8.3 14.8 2.3 5.3

MB 62.0 21.2 4.1 6.3 6.4
SK 42.8 31.8 5.8 10.2 9.4
AB 64.3 19.7 4.1 6.1 5.8
BC 45.1 44.7 5.0 2.4 2.8

Canada 64.3 15.7 10.9 4.2 4.9

...Total ex. Autos, Oil & Gas, Power       
% of total

U.S. Asia* E.U. 28
Latin

America*
Other

NL 52.7 8.7 31.6 4.6 2.4
PE 64.2 11.5 11.4 2.7 10.2
NS 73.1 13.1 7.7 2.2 3.9
NB 91.9 3.1 1.4 2.3 1.3

QC 71.2 8.9 11.1 4.1 4.7
ON 79.3 5.5 9.6 2.0 3.6

MB 67.7 18.0 3.5 5.4 5.4
SK 64.4 19.8 3.6 6.4 5.8
AB 90.2 5.4 1.1 1.7 1.6
BC 50.2 40.5 4.4 2.2 2.7

Canada 76.4 10.0 7.4 2.7 3.4

 Merchandise Export Receipts, 2014:

All Industries…. % of total
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UK Emergency Budget Preview 

Overview 

It is just 3½ months since George Osborne stood up in parliament to present the Budget. Nonetheless, having 
won a majority at the General Election, the government is taking the opportunity to present an ‘Emergency 
Budget’. Since the Conservative party was the senior partner in the previous coalition government, we doubt 
that there will be massive changes compared with the Budget presented in the spring.  

Macroeconomic update 

There is very little need for the OBR (Office for Budget Responsibility) to modify its economic forecasts. The 
projection for 2.5% y/y growth this year is still broadly on track (but may get nudged a little higher). Meanwhile, 
the slight moderation in growth assumed for 2016 (latest forecast was 2.3% y/y) still looks reasonable. 
Inflation has also bottomed out since the March Budget and the OBR’s profile looks very sensible. 

The only plausible changes would reflect a shift in the pace of fiscal tightening over the coming years or a 
fundamental rethink about the impact that tightening in fiscal policy (particularly next year) could have on 
growth. 

With regards to the latter, the structural deficit is projected to narrow by 1.8% of GDP in 2016-2017. Assuming 
a fiscal multiplier of 0.5, that pace of tightening could be expected to subtract almost a percentage point from 
GDP growth. Yet the latest OBR growth projection is for a moderate deceleration in growth from 2.5% y/y in 
2015, down to 2.3% y/y in 2016. Hence there is room for the 2016 forecast to be nudged lower.  

Borrowing arithmetic update  

Table 2 summarises some of the key fiscal metrics over the forecast horizon. Commentary in the 
aftermath of the March Budget described the Chancellor’s projections as having a “rollercoaster 
profile”. In particular, having narrowed by just GBP7bn in 2014-15, the PSNB is projected to fall by 
GBP15bn in 2015-16, before a massive GBP35bn in 2016-17. Thereafter, the pace of decline in 
borrowing slows somewhat. 

It is understandable (politically) that the Chancellor wants to front-load the pain in this parliament. 
Indeed, this was the strategy that the coalition government successfully pursued during the last 
parliament. 

  Alan Clarke 44.207.826.5986 
alan.clarke@scotiabank.com  

 

Table 1: Key OBR Macroeconomic Projections 

Table 2: Key OBR Fiscal Projections 
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Nonetheless, the step-up in the pace of tightening during 2016-17 is striking. As described above, this 
translates into a narrowing in the structural deficit of 1.8% of GDP in 2016-17, up from 0.4% of GDP in 
2015-16. We suspect that the Chancellor could smooth out the profile slightly. Assuming that Osborne 
wants to continue with the strategy of front-loading, it could mean bringing forward some of next year’s 
tightening into this year.  

This would mean stepping up the reduction in the PSNB this year to GBP25bn from GBP15bn 
currently projected. That would leave a further GBP25bn reduction for 2016-17 instead of GBP35bn. 
In terms of the structural deficit, that would mean closer to 1% of GDP tightening per year for the next 
4 years with no tightening the year ahead of the next General Election.  

In principle this smoother profile sounds appealing. However, given that we are close to one third of 
the way through the financial year, something fairly dramatic will have to happen to meet such a 
revised borrowing target over the remainder of 2015-16. Roughly speaking, the current Budget 
projections require a GBP1bn per month reduction in borrowing compared with the same month a year 
ago over the rest of the financial year. The scenario that we have described would imply double that 
pace of reduction in borrowing.  

To be fair, the first two months of this financial year have seen an average GBP2.5bn per month 
reduction in borrowing. Still, it would be a fairly brave assumption that this pace of reduction in 
borrowing can be maintained without swift and assertive policy changes. As a guide, 3 of the last 5 
years saw an average monthly reduction in borrowing compared with the same month a year earlier of 
GBP1.5bn to GBP1.7bn (though these figures were probably flattered by the transfer of QE coupons 
back to the Treasury). 

Discretionary Measures 

As ever, the weekend press is likely to include leaks and sneak previews of the main headline 
grabbing measures ahead of Wednesday’s Budget speech. For now, the most widely tipped 
discretionary measures include: 

Specifying where the GBP12bn of welfare cuts will apply 

The Conservative Government pledged to cut the welfare budget by GBP12bn by 2017-18, but as yet 
has not specified how it will do so. At the same time, the Prime Minister has ruled out touching child 
benefit or pensions. The options are: 

 Freezing working age benefits and tax credits for 2 years (given zero inflation) will save 
GBP1bn. 

 Reducing the cap on benefits from GBP26k to GBP23k per year will be a headline 
grabber, but only saves GBP0.1bn per year since it will only affect 100k families. 

 Likewise, removing housing benefit for 18-21 year olds saves just GBP0.1bn. 

 Since 40% of the GBP220bn per year welfare budget is protected, the other 60% that isn’t 
protected will face around a 10% cut. Of these, the most prominent candidates are: 

 Tax credits: GBP30bn per year; 

 Housing benefit: GBP26bn per year; and 

 Disability / incapacity benefit GBP37bn per year. 

Alan Clarke 44.207.826.5986 
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 Media coverage has focused particularly on reforming tax credits. Cameron has described 
the system as a “merry-go-round” whereby low paid workers are taxed, but then given 
back money via the tax credit system. Cutting out the middle man would therefore seem 
sensible — pledging to increase the income tax personal allowance in return for reducing 
tax credits. 

Scrap the top rate of income tax (currently 45p) 

The IoD (Institute of Directors) as well as veteran Conservative MPs have been calling for this move. 
However, that would risk facing another round of criticism for providing relief to high income individuals 
when lower income groups were suffering — particularly given welfare cuts.  

It would not be a cheap move. According to the Treasury’s ready reckoner from March, each 1p 
reduction in this additional income tax rate would cost the treasury around GBP180mn per year. 
Hence scrapping it altogether would cost close to GBP1bn. 

Northern Powerhouse — Regain Credibility in Proposals 

George Osborne has come under fire for the Northern Powerhouse lacking substance — so this will 
be an opportunity to flesh out his plans. Recent setbacks have included shelving the electrification of 
the Trans Pennine railway line among other things. 

Tweak the bank levy 

A number of banks have threatened to relocate their head offices out of the UK to elsewhere in 
Europe or Asia. This is principally linked to the bank levy, but has also been associated with the risk of 
Brexit given the upcoming EU referendum. 
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Key Data Preview  

CANADA 

Jobs numbers in Canada will be closely watched for further evidence 
that the labour market weathered overall weakness in the Canadian 
economy during H1 2015. Indeed, as the chart to the right shows, jobs 
have been running substantially faster than GDP this year. Thus far, 
jobs numbers in Canada have been a pleasant surprise, with full-time 
employment creation averaging 14.3k/month vs. 13.2k/month in 2014. 
Total employment (including part-time job creation) has been even 
stronger at 20k/month vs. 10k/month in 2014. We’re expecting a bit of 
moderation in the pace of job gains in June to 5k after May posted a 
hard-to-repeat 58.9k print. Details of the report were fairly solid, but had 
big one-off job gains in Ontario (+44k) and B.C. (+31k, mainly part-time) 
that are unlikely to be repeated and could well feature some give-back. 
With the summer months now upon us, volatility surrounding the hiring 
and firing of teachers has at times skewed the jobs data too, and we will 
be on the lookout for the inevitable but hard to place by month (and thus 
hard to seasonally adjust) change in contract employment among 
education workers. That said, the data on this front have been less than 
persuasive as teacher hiring has been fairly normal in four of the six 
post crisis years, so we’re not factoring it into our base case.  

Trade is an important input into the BoC’s assessment of the 
potential for the Canadian economy to power through a decline in 
natural resource prices, and has been off to a disappointing start to 
2015. We’re expecting some improvement in May, with the trade 
deficit narrowing to C$ -2bn from C$ -2.9bn in April. We expect 
positive catalysts to include an increase in exports of vehicles and 
parts as U.S. auto sales surged in May; we also expect that an 
increase in Western Canada Select prices (~+17%) should help 
things on the energy exports front. Finally, a slightly stronger C$ 
(+1.4% on the day) should help. Note that the real trade balance 
figures have been better than the nominal ones this year as the 
decline in oil prices has had an impact on export values that hasn’t 
been reflected in oil export volumes, which remain robust. 

Housing starts for June should cool down to a more steady-state 185k/month pace after running up to +201.7k 
in May on strength in multiple unit housing construction. The resilience of the Canadian housing market and 
Canadian housing construction this year has been a surprise given the terms-of-trade shock which Canada 
has suffered along with the pleasant surprise of the resilience of the Canadian labor market. With building 
permits running at solid levels as well, homebuilder sentiment seems fine, and gives us little reason to accept 
a disruption to Canadian housing starts continuing to run on trend. 

UNITED STATES 

Trade data for the month of May should show a widening of the trade deficit to US$42.5bn. Our forecast is 
premised most of all on soft numbers in terms of shipments of durable goods (-0.6% m/m) and in particular aircraft 
which ought to weigh somewhat on the trade balance. As well, oil prices increased on the month (+7.7% on brent 
crude, +17% on WCS) implying a rising petro bill, although the risk on the latter front could be that U.S. refiners 
reduce imports due to higher prices. The trade-weighted dollar index dropped by 2.4% as well — so it’s hard to 
expect the U.S., which is after all a net importer, to have seen its deficit contract. Finally, strong retail sales on the 
month (+1.2% m/m) imply that imports could have been strong too — and pose downside risk to our forecast.  
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EUROPE 

Greek voters will go to the polls on July 5th in a referendum that will ultimately determine Greece’s fate in the 
euro zone. Voting will run from 7am to 7pm Athens time on Sunday, with exit polls arriving shortly after and 
reports suggesting early projections could be available by 9pm, or 2pm Toronto time on Sunday. Regardless 
of the referendum’s outcome, Greece will likely be in an extended period of uncertainty. For more information, 
please see Derek Holt’s “Greeks To Face A Difficult Choice” commentary on pages 2-3 and our European 
Fixed Income Strategists’ article “Greece — Yes, No, Maybe?” on pages 6-8.  

Germany and France will release industrial production data for May on July 7th and July 10th, respectively.  
After registering a 0.9% m/m increase in April, German industrial production in May is forecast to come in flat 
m/m in line with the softer trend seen in the IFO survey in terms of orders and production. French industrial 
production is expected to post a 0.8% m/m gain, following a 0.9% contraction in April, which was distorted by 
the temporary closure of a refinery plant.  

LATIN AMERICA 

Colombian, Chilean, and Brazilian inflation figures for the month 
of June will be released on July 4th, 8th, and 8th, respectively. 
We expect Colombia’s June inflation print to come in around 
4.4% y/y, virtually unchanged from May’s reading. While 
currently above the central bank’s 2-4% target range, 
Colombia’s Finance Minister has blamed the acceleration of 
price growth on “short-lived supply shocks” and has indicated 
that there is currently no discussion about raising interest rates. 
In Chile, prices likely expanded by 4.2% y/y through June, a 
slight acceleration compared to the previous three months but 
still well below the highs reached late last year. Minutes from 
Chile’s June 11th central bank meeting indicated that slower-
than-expected economic activity and decelerating inflation were 
key reasons that the benchmark interest rate was kept 
unchanged at 3.0%, despite price growth stubbornly remaining 
above monetary authorities’ 2-4% target range. We expect that 
Brazil’s inflation rate continued to accelerate through June, 
likely coming in just under 9.0% y/y; the Brazilian central bank 
recently increased its 2015 inflation forecast to 9.0% from 7.9%. 

ASIA 

The Philippines and Taiwan will release June inflation data on 
July 6th. We estimate that inflation remained relatively low in 
the Philippines, hovering at 1.5% y/y compared with 1.6% a 
month earlier. We expect inflation will likely start accelerating in 
the second half of 2015 as international oil prices recover 
somewhat and feed through to domestic prices, closing 2015 
within the central bank’s target range of 3% ±1%. In Taiwan, 
low global oil prices have taken headline inflation into negative 
territory. We estimate that the consumer price index decreased 
by 0.8% y/y in June compared to the 0.7% decline in May. 
Inflation will likely remain low for the remainder of the year on 
the back of lower domestic fuel prices, closing 2015 around 
0.5% y/y.   
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Key Indicators for the week of July 6 – 10 

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

North America 

Europe 

A3 

Country Date Time Indicator Period BNS Consensus Latest
US 07/06 10:00 ISM Non-Manufacturing Composite Jun 56.0 56.4 55.7
CA 07/06 10:30 BoC Senior Loan Officer Survey 2Q -- -- 6.7
CA 07/06 10:30 Business Outlook Future Sales 2Q -- -- 4.0

CA 07/07 08:30 Merchandise Trade Balance (C$ bn) May -2.0 -2.5 -3.0
US 07/07 08:30 Trade Balance (US$ bn) May -42.5 -42.8 -40.9
US 07/07 10:00 IBD/TIPP Economic Optimism Index Jul -- 48.8 48.1
US 07/07 10:00 JOLTS Job Openings (000s) May -- 5300.0 5376.0

US 07/08 07:00 MBA Mortgage Applications (w/w) JUL 3 -- -- -4.7
CA 07/08 08:30 Building Permits (m/m) May -- -- 11.6
US 07/08 15:00 Consumer Credit (US$ bn m/m) May -- 18.5 20.5

CA 07/09 08:15 Housing Starts (000s a.r.) Jun 185.0 190.0 201.7
CA 07/09 08:30 New Housing Price Index (m/m) May -- -- 0.1
US 07/09 08:30 Initial Jobless Claims (000s) JUL 4 280 277 281
US 07/09 08:30 Continuing Claims (000s) JUN 27 2250 -- 2264
MX 07/09 09:00 Bi-Weekly Core CPI (% change) Jun 30 -- 0.1 0.1
MX 07/09 09:00 Bi-Weekly CPI (% change) Jun 30 -- 0.1 0.1
MX 07/09 09:00 Consumer Prices (m/m) Jun -- 0.2 -0.5
MX 07/09 09:00 Consumer Prices (y/y) Jun -- 2.9 2.9
MX 07/09 09:00 Consumer Prices Core (m/m) Jun -- 0.2 0.1

CA 07/10 08:30 Employment (000s m/m) Jun 5.0 -4.4 58.9
CA 07/10 08:30 Unemployment Rate (%) Jun 6.8 6.9 6.8
MX 07/10 09:00 Industrial Production (m/m) May -- -0.1 -0.1
MX 07/10 09:00 Industrial Production (y/y) May -- 0.6 1.1
US 07/10 10:00 Wholesale Inventories (m/m) May -- 0.3 0.4

Country Date Time Indicator Period BNS Consensus Latest
UK JUL 5-10 Halifax House Price (3 month, y/y) Jun 8.2 8.3 8.6

GE 07/06 02:00 Factory Orders (m/m) May -0.5 -0.4 1.4
SP 07/06 03:00 Industrial Output NSA (y/y) May -- -- 2.7

GE 07/07 02:00 Industrial Production (m/m) May 0.0 0.1 0.9
FR 07/07 02:45 Central Government Balance (€ bn) May -- -- -59.8
FR 07/07 02:45 Trade Balance (€ mn) May -- -3600.0 -3008.0
UK 07/07 04:30 Industrial Production (m/m) May -0.5 -0.2 0.4
UK 07/07 04:30 Manufacturing Production (m/m) May -0.2 0.1 -0.4

GE 07/09 02:00 Current Account (€ bn) May -- 16.0 19.6
GE 07/09 02:00 Trade Balance (€ bn) May -- 20.5 21.8
UK 07/09 07:00 BoE Asset Purchase Target (£ bn) Jul 375.0 375.0 375.0
UK 07/09 07:00 BoE Policy Announcement (%) Jul 9 0.50 0.50 0.50

FR 07/10 02:45 Industrial Production (m/m) May 0.8 0.4 -0.9
FR 07/10 02:45 Industrial Production (y/y) May 2.7 2.4 -0.1
FR 07/10 02:45 Manufacturing Production (m/m) May 0.8 0.4 -1.0
IT 07/10 04:00 Industrial Production (m/m) May -- 0.3 -0.3
UK 07/10 04:30 Visible Trade Balance (£ mn) May -9000.0 -9700.0 -8561.0
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Key Indicators for the week of July 6 – 10 

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

A4 

Asia Pacific 

Country Date Time Indicator Period BNS Consensus Latest
AU 07/05 21:30 ANZ Job Advertisements  (m/m) Jun -- -- 0.0
HK 07/05 22:30 Purchasing Managers Index Jun -- -- 47.6
PH JUL 5-10 Budget Deficit/Surplus (PHP bn) May -- -- 52.6

JN 07/06 01:00 Coincident Index CI May P -- 109.1 111.0
JN 07/06 01:00 Leading Index CI May P -- 106.2 106.4
JN 07/06 01:00 New Composite Leading Economic Index May P -- 106.2 106.4
TA 07/06 20:30 CPI (y/y) Jun -0.8 -0.7 -0.7
PH 07/06 21:00 CPI (y/y) Jun 1.5 1.5 1.6
MA JUL 6-7 Foreign Reserves (US$ bn) Jun 30 -- -- 105.3
SI JUL 6-14 Real GDP (y/y) 2Q A -- 2.4 2.6

AU 07/07 00:30 RBA Cash Target Rate (%) Jul 7 2.00 2.00 2.00
AU 07/07 02:30 Foreign Reserves (AUD bn) Jun -- -- 73.2
TA 07/07 04:00 Exports (y/y) Jun -- -6.0 -3.8
TA 07/07 04:00 Imports (y/y) Jun -- -17.6 -5.4
TA 07/07 04:00 Trade Balance (US$ bn) Jun -- 4.7 5.4
SI 07/07 05:00 Foreign Reserves (US$ bn) Jun -- -- 250.2
JN 07/07 19:50 Bank Lending (y/y) Jun -- -- 2.6
JN 07/07 19:50 Current Account (¥ bn) May -- 1563.6 1326.4
JN 07/07 19:50 Trade Balance - BOP Basis (¥ bn) May -- -287.5 -146.2

JN 07/08 01:00 Eco Watchers Survey (current) Jun -- 53.0 53.3
JN 07/08 01:00 Eco Watchers Survey (outlook) Jun -- 54.0 54.5
JN 07/08 19:50 Machine Orders (m/m) May -- -5.0 3.8
JN 07/08 19:50 Japan Money Stock M2 (y/y) Jun -- 4.0 4.0
JN 07/08 19:50 Japan Money Stock M3 (y/y) Jun -- 3.3 3.3
AU 07/08 21:30 Employment (000s) Jun -- 0.0 42.0
AU 07/08 21:30 Unemployment Rate (%) Jun -- 6.1 6.0
CH 07/08 21:30 CPI (y/y) Jun -- 1.3 1.2
CH 07/08 21:30 PPI (y/y) Jun -- -4.6 -4.6
SK JUL 8-9 BoK Base Rate (%) Jul 9 1.50 1.50 1.50

JN 07/09 02:00 Machine Tool Orders (y/y) Jun P -- -- 15.0
MA 07/09 06:00 Overnight Rate (%) Jul 9 -- 3.25 3.25
PH 07/09 21:00 Exports (y/y) May -- -8.6 -4.1
AU 07/09 21:30 Home Loans (%) May -- -3.0 1.0
AU 07/09 21:30 Investment Lending (% change) May -- -- 2.6
CH JUL 9-15 Aggregate Financing (CNY bn) Jun -- 1400.0 1219.6
CH JUL 9-15 Foreign Reserves (US$ bn) Jun -- 3725.0 3730.0
CH JUL 9-15 New Yuan Loans (bn) Jun -- 1050.0 900.8
IN JUL 9-15 Exports (y/y) Jun -- -- -20.2
IN JUL 9-15 Imports (y/y) Jun -- -- -16.5

MA 07/10 00:00 Industrial Production (y/y) May -- 3.0 4.0
JN 07/10 01:00 Consumer Confidence Jun -- 41.9 41.4
IN 07/10 08:00 Industrial Production (y/y) May -- -- 4.10
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Key Indicators for the week of July 6 – 10 

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

A5 

Latin America 

Country Date Time Indicator Period BNS Consensus Latest
CO 07/04 13:00 Consumer Price Index (m/m) Jun -- 0.1 0.3
CO 07/04 13:00 Consumer Price Index (y/y) Jun 4.4 4.4 4.4

CL 07/06 07:30 Economic Activity Index SA (m/m) May -- 0.2 0.0
CL 07/06 07:30 Economic Activity Index NSA (y/y) May -- 1.5 1.7

CL 07/08 07:00 CPI (m/m) Jun -- 0.3 0.2
CL 07/08 07:00 CPI (y/y) Jun 4.2 4.2 4.0
BZ 07/08 08:00 IBGE Inflation IPCA (m/m) Jun -- 0.8 0.7
BZ 07/08 08:00 IBGE Inflation IPCA (y/y) Jun 9.0 9.0 8.5

PE 07/09 19:00 Reference Rate (%) Jul 9 3.25 3.25 3.25
PE JUL 9-10 Trade Balance (USD mn) May -- -650.0 -746.0
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Global Auctions for the week of July 6 – 10 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A6 

Asia Pacific 

Country Date Time Event
US 07/06 11:30 U.S. to Sell USD24 Bln 3-Month Bills
US 07/06 11:30 U.S. to Sell USD24 Bln 6-Month Bills

US 07/07 11:30 U.S. to Sell 4-Week Bills
US 07/07 13:00 U.S. to Sell USD24 Bln 3-Year Notes
US 07/08 13:00 U.S. to Sell USD21 Bln 10-Year Notes Reopening
US 07/09 13:00 U.S. to Sell USD13 Bln 30-Year Bonds Reopening

Country Date Time Event
NE 07/06 08:50 Netherlands to Sell Up to EUR2 Bln 145-Day Bills
FR 07/06 08:50 France to Sell Bills

EC 07/07 05:10 ECB Main Refinancing Operation Result
SZ 07/07 05:15 Switzerland to Sell 364-Day Bills
AS 07/07 05:15 Austria to Sell 1.2% 2025 Bonds
AS 07/07 05:15 Austria to Sell 0.25% 2019 Bonds
UK 07/07 05:30 U.K. to Sell GBP1.75 Bln 3.5% 2045 Bonds
GE 07/07 05:30 Germany to Sell EUR1 Bln 0.1% I/L 2026 Bonds
EC 07/07 06:30 ESM to Sell 3-Month Bills

GR 07/08 05:00 Greece to Sell 26-Week Bills
SZ 07/08 05:15 Switzerland to Sell Bonds
GE 07/08 05:30 Germany to Sell EUR3 Bln 0.0% 2017 Bonds

IT 07/10 05:00 Italy to Sell 366-Day Bills
UK 07/10 06:00 U.K. to Sell 1-Month Bills
UK 07/10 06:00 U.K. to Sell 3-Month Bills
UK 07/10 06:00 U.K. to Sell 6-Month Bills

Country Date Time Event
CH 07/05 22:00 Xinjiang to Sell CNY660 Mln 3-Year Special Bonds
CH 07/05 22:00 Xinjiang to Sell CNY660 Mln 10-Year Special Bonds
CH 07/05 22:00 Xinjiang to Sell CNY990 Mln 5-Year Special Bonds
CH 07/05 22:00 Xinjiang to Sell CNY990 Mln 7-Year Special Bonds

CH 07/06 21:50 Beijing to Sell CNY2.8 Bln 3-Year General Bonds
CH 07/06 21:50 Beijing to Sell CNY8.4 Bln 5-Year General Bonds
CH 07/06 21:50 Beijing to Sell CNY8.4 Bln 7-Year General Bonds
CH 07/06 21:50 Beijing to Sell CNY8.4 Bln 10-Year General Bonds
CH 07/06 22:00 China Development Bank to Sell CNY3 Bln 7-Yr Bonds
JN 07/06 23:45 Japan to Sell CPI Linked 10-Year Bonds

CH 07/07 02:00 Sichuan to Sell CNY15 Bln 3-Year General Bonds
CH 07/07 02:00 Sichuan to Sell CNY15 Bln 5-Year General Bonds
CH 07/07 02:00 Sichuan to Sell CNY15 Bln 7-Year General Bonds
CH 07/07 02:00 Sichuan to Sell CNY5 Bln 10-Year General Bonds
CH 07/07 22:35 China to Sell CNY30 Bln 7-Year Bonds
JN 07/07 23:35 Japan to Sell 6-Month Bills

CH 07/08 22:00 Gansu to Sell CNY2 Bln 3-Year General Bonds
CH 07/08 22:00 Gansu to Sell CNY6 Bln 5-Year General Bonds
CH 07/08 22:00 Gansu to Sell CNY6 Bln 7-Year General Bonds
CH 07/08 22:00 Gansu to Sell CNY6 Bln 10-Year General Bonds
NZ 07/08 22:05 New Zealand Plans to Sell NZD200 Mln 4.5% 2027 Bonds
JN 07/08 23:35 Japan to Sell 3-Month Bills
JN 07/08 23:45 Japan to Sell 30-Year Bonds

CH 07/09 23:00 China to sell 1-Year Bonds
CH 07/09 23:00 China to Sell 3-Year Saving Bonds
CH 07/09 23:00 China to Sell 5-Year Saving Bonds
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Events for the week of July 6 – 10 

Europe 

Source: Bloomberg, Scotiabank Economics. 
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North America 

Latin America 

Asia Pacific 

Country Date Time Event
US 07/08 14:00 Fed's Williams Speaks on Outlook in Los Angeles
CA JUL 8-10 Toronto Global Forum

US 07/09 05:45 Fed's Kocherlakota Speaks on Central Banks in Frankfurt
US 07/09 10:15 Fed Governor Lael Brainard Speaks in Washington
US 07/09 13:00 Fed's George Speaks on Economy in Stillwater, Oklahoma

US 07/10 11:35 Fed's Rosengren to Speak at 7th Annual Rocky Mountain Economic
US 07/10 12:30 Janet Yellen Speaks on U.S. Economic Outlook in Cleveland

Country Date Time Event
FR 07/04 02:00 Bank of France Governor Noyer Speaks on Panel in France
EC 07/04 19:01 Greece Holds Referendum on Bailout Proposals

EC 07/05 02:00 ECB's Coeure Participates on Panel at Aix-en-Provence

FR 07/06 04:00 ECB Member Noyer Presents Bank of France Savings Plan
GE 07/06 10:00 Schaeuble Briefs Reporters After Ministers' Meeting, Warsaw
EC JUL 6-10 EU-Japan Trade Talks in Brussels

GE 07/07 10:00 Greek President Pavlopoulos Gives Speech in Berlin
PO 07/07 Bank of Portugal Releases Data on Banks

IT 07/08 04:30 Bank of Italy Publishes Monthly Report `Money and Banks'
EC 07/08 05:00 ECB's Coeure Speaks in Frankfurt
UK 07/08 07:30 Osborne Makes Budget Statement to U.K. House of Commons
PO 07/08 10:00 Portuguese Parliament Holds State of the Nation Debate
PO 07/08 Bank of Portugal Releases Report on Retail Bank Markets

UK 07/09 07:00 BOE Asset Purchase Target
UK 07/09 07:00 Bank of England Bank Rate
GE 07/09 08:30 Schaeuble, Sapin Speak at Bundesbank Conference, Frankfurt
EC JUL 9-10 EU Justice, Home Affairs Ministers Hold Meeting in Luxembourg

GE 07/10 Germany Sovereign Debt Rating Published by Fitch
GE 07/10 Germany Sovereign Debt to Be Rated by S&P
EC 07/10 European Union Sovereign Debt May Be Published by Moody's
SZ 07/10 Switzerland Sovereign Debt Rating May Be Published by Moody's

Country Date Time Event
JN 07/05 20:30 BoJ Governor Kuroda Speaks at Meeting in Regional Branches

EC JUL 6-10 EU-Japan Trade Talks in Brussels

AU 07/07 00:30 RBA Cash Rate Target
NZ 07/07 18:00 N.Z. Government 11-Month Financial Statements

SK 07/08 00:00 BoK 7-Day Repo Rate

MA 07/09 06:00 BNM Overnight Policy Rate

Country Date Time Event
CO 07/09 14:00 Colombia Monetary Policy Minutes
PE 07/09 19:00 Reference Rate
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Global Central Bank Watch 

NORTH AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Canada – Overnight Target Rate 0.75 July 15, 2015 0.75 0.75

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

Banco de México – Overnight Rate 3.00 July 30, 2015 3.00 --

EUROPE
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank – Refinancing Rate 0.05 July 16, 2015 0.05 --

Bank of England – Bank Rate 0.50 July 9, 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 11.50 July 31, 2015 11.50 --

Central Bank of the Republic of Turkey – 1 Wk Repo Rate 7.50 July 23, 2015 7.50 --

Sweden Riksbank – Repo Rate -0.35 September 3, 2015 -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 July 7, 2015 2.00 2.00

Reserve Bank of New Zealand – Cash Rate 3.25 July 22, 2015 3.00 3.00

People's Bank of China – Lending Rate 4.85 TBA -- --

Reserve Bank of India – Repo Rate 7.25 August 4, 2015 7.00 --

Bank of Korea – Bank Rate 1.50 July 9, 2015 1.50 1.50

Bank of Thailand – Repo Rate 1.50 August 5, 2015 1.50 --

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

LATIN AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil – Selic Rate 13.75 July 29, 2015 13.75 --

Banco Central de Chile – Overnight Rate 3.00 July 14, 2015 3.00 3.00

Banco de la República de Colombia – Lending Rate 4.50 July 31, 2015 4.50 --

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

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank – Repo Rate 5.75 July 23, 2015 5.75 --

Fed Chair Janet Yellen is speaking Friday about the economic outlook, which will include text and audience Q&A, and will probably be the largest domestic 
source of US market risk apart from international events. On Wednesday, the minutes to the June 16-17 FOMC meeting will be released but will probably 
be considered stale in light of Greek events. Other Fedpseak will include regional Fed Presidents Williams (Wednesday), Kocherlakota (Thursday), George 
(Thursday), and Rosengren (Friday) along with Fed Governor Brainard on Thursday. U.S. data risk is light with only the ISM Services index (Monday), the 
Fed’s Labor Market Conditions Index (Monday), the trade balance (Tuesday), JOLTS Job openings (Tuesday), and consumer credit (Wednesday) on tap. 
The BoC will be watching Friday’s jobs report, particularly after the massive 59k rise last month, but there will also be some focus on May’s trade balance 
(Tuesday) along with May housing starts (Thursday). The BoC will also release its Business Outlook Survey and its Survey of Senior Loan Officer Opinions 
on Monday, but there are currently no speeches or interviews on tap. 

We expect the Bank of England (BoE) will keep its benchmark repo rate unchanged at 0.50% at its next meeting on July 9th.

We expect both the Reserve Bank of Australia (RBA) and the Bank of Korea (BoK) to maintain benchmark interest rates at 2.00% and 1.50%, 
respectively, when monetary authorities in each country meet next week. In Australia, inflation remains weak with the consumer price index rising by 1.3% 
y/y in the first three months of 2015, below the RBA’s 2-3% target. Nonetheless, we estimate that inflation will pick up slightly in the second half of the year 
as Australian dollar depreciation feeds through to higher import prices. Similarly, in Korea, inflation has remained below the BoK’s target corridor of 2½-
3½% for the past year, hitting 0.5% y/y in May. Nevertheless, concerns over the high level of household debt, which reached around 85% of GDP at end-
2014 will serve as a deterrent to future interest rate cuts.

We expect the Banco Central de Reserva del Perú to keep its benchmark interest rate steady at 3.25% when monetary authorities meet on July 9th. 
Inflation has begun to accelerate again, with June’s print coming in over 3.5% y/y, above the central bank’s 1-3% y/y target range. However, monetary 
authorities are unlikely to hike interest rates to combat rising inflation amidst the current backdrop of slowing growth.

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 14Q4 15Q1 Latest United States 2014 14Q4 15Q1 Latest
  Real GDP (annual rates) 2.4 2.2 -0.6   Real GDP (annual rates) 2.4 2.2 -0.2
  Current Acc. Bal. (C$B, ar) -41.5 -52.2 -69.9   Current Acc. Bal. (US$B, ar) -390 -413 -453
  Merch. Trade Bal. (C$B, ar) 5.0 -8.1 -31.0 -35.7 (Apr)   Merch. Trade Bal. (US$B, ar) -741 -744 -756 -728 (Apr)
  Industrial Production 2.5 1.3 -1.8 -1.3 (May)   Industrial Production 4.1 4.5 3.4 1.6 (May)
  Housing Starts (000s) 189 184 175 202 (May)   Housing Starts (millions) 1.00 1.06 0.98 1.04 (May)
  Employment 0.6 0.7 0.6 1.0 (May)   Employment 1.9 2.2 2.3 2.1 (Jun)
  Unemployment Rate (%) 6.9 6.7 6.7 6.8 (May)   Unemployment Rate (%) 6.2 5.7 5.6 5.3 (Jun)
  Retail Sales 4.6 4.4 2.3 1.7 (Apr)   Retail Sales 3.6 3.8 1.8 2.0 (May)
  Auto Sales (000s) 1850 1905 1800 1882 (Apr)   Auto Sales (millions) 16.4 16.7 16.6 17.1 (Jun)
  CPI 1.9 1.9 1.1 0.9 (May)   CPI 1.6 1.2 -0.1 0.0 (May)
  IPPI 2.5 1.3 -1.8 1.3 (May)   PPI 1.9 0.8 -3.2 -3.0 (May)
  Pre-tax Corp. Profits 8.8 6.2 -10.8   Pre-tax Corp. Profits 8.3 6.7 9.4

Mexico
  Real GDP 2.1 2.6 2.5
  Current Acc. Bal. (US$B, ar) -26.5 -20.3 -37.8
  Merch. Trade Bal. (US$B, ar) -2.8 -3.3 -8.8 -12.2 (May)
  Industrial Production 1.9 2.4 1.5 1.1 (Apr)
  CPI 4.0 4.2 3.1 2.9 (May)

Euro Zone 2014 14Q4 15Q1 Latest Germany 2014 14Q4 15Q1 Latest
  Real GDP 0.9 1.0 1.0   Real GDP 1.6 1.5 1.0
  Current Acc. Bal. (US$B, ar) 281 454 218 264 (Apr)   Current Acc. Bal. (US$B, ar) 219.7 301.5 288.1 253.0 (Apr)
  Merch. Trade Bal. (US$B, ar) 327.1 405.2 295.6 401.1 (Apr)   Merch. Trade Bal. (US$B, ar) 287.5 294.5 262.7 282.5 (Apr)
  Industrial Production 0.8 0.3 1.6 0.8 (Apr)   Industrial Production 1.5 0.7 0.2 1.4 (Apr)
  Unemployment Rate (%) 11.6 11.5 11.2 11.1 (May)   Unemployment Rate (%) 6.7 6.6 6.5 6.4 (Jun)
  CPI 0.4 0.2 -0.3 0.7 (May)   CPI 0.9 0.5 0.0 0.3 (Jun)

France United Kingdom
  Real GDP 0.2 0.0 0.8   Real GDP 3.0 3.4 2.9
  Current Acc. Bal. (US$B, ar) -28.1 0.8 -4.3 -22.9 (Apr)   Current Acc. Bal. (US$B, ar) -105.7 -115.7 -106.2
  Merch. Trade Bal. (US$B, ar) -40.4 -34.2 -40.9 -33.5 (Apr)   Merch. Trade Bal. (US$B, ar) -199.7 -190.5 -184.3 -153.5 (Apr)
  Industrial Production -1.1 -1.4 1.3 -0.1 (Apr)   Industrial Production 1.7 1.3 1.0 1.2 (Apr)
  Unemployment Rate (%) 10.2 10.4 10.3 10.3 (May)   Unemployment Rate (%) 6.2 5.7 5.5 5.5 (Mar)
  CPI 0.5 0.3 -0.2 0.8 (May)   CPI 1.5 0.9 0.1 1.8 (May)

Italy Russia
  Real GDP -0.4 -0.4 0.1   Real GDP 0.6 0.4 -2.2
  Current Acc. Bal. (US$B, ar) 30.9 57.4 22.2 61.7 (Apr)   Current Acc. Bal. (US$B, ar) 58.4 14.3 28.9
  Merch. Trade Bal. (US$B, ar) 56.7 73.3 34.5 48.3 (Apr)   Merch. Trade Bal. (US$B, ar) 15.8 14.1 14.8 15.0 (Apr)
  Industrial Production -0.5 -1.0 -0.5 -0.3 (Apr)   Industrial Production -1.6 2.1 -0.4 -5.5 (May)
  CPI 0.2 0.1 -0.4 0.2 (May)   CPI 7.8 9.6 16.2 15.8 (May)

Europe 

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

Economic Statistics 

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

Australia 2014 14Q4 15Q1 Latest Japan 2014 14Q4 15Q1 Latest
  Real GDP 2.7 2.4 2.3   Real GDP -0.1 -0.9 -1.0
  Current Acc. Bal. (US$B, ar) -40.6 -40.1 -34.2   Current Acc. Bal. (US$B, ar) 24.4 54.0 143.5 133.1 (Apr)
  Merch. Trade Bal. (US$B, ar) 12.2 4.8 2.1 -2.5 (May)   Merch. Trade Bal. (US$B, ar) -122.3 -77.8 -29.2 -18.1 (May)
  Industrial Production 4.4 3.7 2.8   Industrial Production 2.1 -1.4 -2.2 2.2 (May)
  Unemployment Rate (%) 6.1 6.2 6.2 6.0 (May)   Unemployment Rate (%) 3.6 3.5 3.5 3.3 (May)
  CPI 2.5 1.7 1.3   CPI 2.7 2.5 2.3 4.2 (May)

South Korea China
  Real GDP 3.3 2.7 2.5   Real GDP 7.4 7.3 7.0
  Current Acc. Bal. (US$B, ar) 89.2 108.9 93.8 103.8 (May)   Current Acc. Bal. (US$B, ar) 219.7
  Merch. Trade Bal. (US$B, ar) 47.2 73.4 86.6 122.9 (Jun)   Merch. Trade Bal. (US$B, ar) 382.5 599.6 494.9 713.9 (May)
  Industrial Production 0.5 -1.7 -1.6 -1.3 (May)   Industrial Production 7.9 7.9 5.6 6.1 (May)
  CPI 1.3 1.0 0.6 0.7 (Jun)   CPI 1.5 1.5 1.4 1.2 (May)

Thailand India
  Real GDP 0.9 2.1 3.0   Real GDP 7.0 7.5 6.1
  Current Acc. Bal. (US$B, ar) 13.4 9.0 8.2   Current Acc. Bal. (US$B, ar) -27.5 -8.3 -1.3
  Merch. Trade Bal. (US$B, ar) 2.0 2.6 2.5 4.2 (May)   Merch. Trade Bal. (US$B, ar) -11.6 -13.2 -9.0 -10.4 (May)
  Industrial Production -4.6 -2.1 0.0 -6.9 (May)   Industrial Production 1.8 2.0 3.2 4.1 (Apr)
  CPI 1.9 1.1 -0.5 -1.1 (Jun)   WPI 3.8 0.3 -1.8 -2.4 (May)

Indonesia
  Real GDP 5.0 5.0 4.7
  Current Acc. Bal. (US$B, ar) -25.4 -5.7 -3.8
  Merch. Trade Bal. (US$B, ar) -0.2 -0.1 0.8 1.0 (May)
  Industrial Production 4.6 4.8 4.7 6.7 (Mar)
  CPI 6.4 6.5 6.5 7.3 (Jun)

Brazil 2014 14Q4 15Q1 Latest Chile 2014 14Q4 15Q1 Latest
  Real GDP 0.1 -0.2 -1.6   Real GDP 1.9 1.8 2.4
  Current Acc. Bal. (US$B, ar) -104.1 -119.3 -101.6   Current Acc. Bal. (US$B, ar) -5.6 -2.8 4.8
  Merch. Trade Bal. (US$B, ar) -3.9 -12.9 -22.2 54.3 (Jun)   Merch. Trade Bal. (US$B, ar) 6.7 7.0 10.9 11.8 (May)
  Industrial Production -3.0 -4.0 -6.1 -11.7 (May)   Industrial Production 0.4 -1.0 0.6 -1.2 (May)
  CPI 6.3 6.5 7.7 15.1 (May)   CPI 4.4 5.3 4.4 4.0 (May)

Peru Colombia
  Real GDP 2.4 1.0 1.7   Real GDP 4.6 3.5 2.8
  Current Acc. Bal. (US$B, ar) -8.0 -1.3 -2.6   Current Acc. Bal. (US$B, ar) 0.0 0.0 0.0
  Merch. Trade Bal. (US$B, ar) -0.1 0.0 -0.3 -0.7 (Apr)   Merch. Trade Bal. (US$B, ar) -0.5 -1.4 -1.4 -1.0 (Apr)
  Unemployment Rate (%) 6.0 5.6 6.8 7.0 (May)   Industrial Production 1.5 0.4 -2.0 -3.6 (Apr)
  CPI 3.2 3.2 3.0 3.5 (Jun)   CPI 2.9 3.5 4.2 4.4 (May)

Latin America 

Economic Statistics 

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

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

Canada 15Q1 15Q2 Jun/26 Jul/03* United States 15Q1 15Q2 Jun/26 Jul/03*
BoC Overnight Rate 0.75 0.75 0.75 0.75   Fed Funds Target Rate 0.25 0.25 0.25 0.25
  3-mo. T-bill 0.55 0.58 0.58 0.57   3-mo. T-bill 0.02 0.01 0.00 0.00
  10-yr Gov’t Bond 1.36 1.68 1.87 1.68   10-yr Gov’t Bond 1.92 2.35 2.47 2.38
  30-yr Gov’t Bond 1.98 2.30 2.46 2.34   30-yr Gov’t Bond 2.54 3.12 3.24 3.19
  Prime 2.85 2.85 2.85 2.85   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 77.6 77.2 (May)   FX Reserves (US$B) 108.2 108.5 (May)

Germany France
  3-mo. Interbank -0.02 -0.04 -0.03 -0.01   3-mo. T-bill -0.16 -0.18 -0.19 -0.19
  10-yr Gov’t Bond 0.18 0.76 0.92 0.79   10-yr Gov’t Bond 0.48 1.20 1.30 1.24
  FX Reserves (US$B) 61.2 61.1 (May)   FX Reserves (US$B) 50.5 47.5 (May)

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 -0.12   3-mo. T-bill 0.45 0.48 0.49 0.48
  FX Reserves (US$B) 330.9 325.5 (May)   10-yr Gov’t Bond 1.58 2.02 2.19 2.00

  FX Reserves (US$B) 105.8 110.3 (May)

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 0.04   10-yr Gov’t Bond 2.32 3.01 3.06 3.07
  10-yr Gov’t Bond 0.41 0.47 0.47 0.49   FX Reserves (US$B) 53.8 53.0 (May)
  FX Reserves (US$B) 1216.1 1216.4 (May)

Exchange Rates (end of period)

USDCAD 1.27 1.25 1.23 1.26   ¥/US$ 120.13 122.50 123.85 122.71
CADUSD 0.79 0.80 0.81 0.80   US¢/Australian$ 0.76 0.77 0.77 0.75
GBPUSD 1.482 1.571 1.575 1.558   Chinese Yuan/US$ 6.20 6.20 6.21 6.21
EURUSD 1.073 1.115 1.117 1.110   South Korean Won/US$ 1110 1115 1116 1123
JPYEUR 0.78 0.73 0.72 0.73   Mexican Peso/US$ 15.264 15.739 15.558 15.708
USDCHF 0.97 0.94 0.93 0.94   Brazilian Real/US$ 3.197 3.103 3.129 3.133

Equity Markets (index, end of period) 

  United States (DJIA) 17776 17620 17947 17730   U.K. (FT100) 6773 6521 6754 6605
  United States (S&P500) 2068 2063 2101 2077   Germany (Dax) 11966 10945 11492 11085
  Canada (S&P/TSX) 14902 14553 14808 14648   France (CAC40) 5034 4790 5059 4818
  Mexico (IPC) 43725 45054 45566 45025   Japan (Nikkei) 19207 20236 20706 20540
  Brazil (Bovespa) 51150 53081 54017 52487   Hong Kong (Hang Seng) 24901 26250 26664 26064
  Italy (BCI) 1273 1238 1292 1249   South Korea (Composite) 2041 2074 2090 2104

Commodity Prices (end of period)

  Pulp (US$/tonne) 980 980 980 980   Copper (US$/lb) 2.74 2.60 2.60 2.61
  Newsprint (US$/tonne) 570 550 550 550   Zinc (US$/lb) 0.94 0.90 0.92 0.91
  Lumber (US$/mfbm) 282 300 300 300   Gold (US$/oz) 1187.00 1171.00 1170.50 1167.95
  WTI Oil (US$/bbl) 47.60 59.47 59.63 55.81   Silver (US$/oz) 16.60 15.70 15.83 15.64
  Natural Gas (US$/mmbtu) 2.64 2.83 2.77 2.79   CRB (index) 211.86 227.17 224.88 224.55

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