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Fexit Versus Grexit 

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

United States — Revisions Are A Hawk’s Best Friend 

The FOMC meeting which starts on Tuesday and culminates with the 
statement, forecasts, and Chair Yellen’s press conference on Wednesday 
will dominate not only US but likely global market attention next week. As we 
argued here, we expect a moderately more hawkish sounding Fed that 
warns of commencing rate increases this year but remains ambiguous 
over the exact meeting for lift-off. A suddenly improved picture for 2015H1 
growth thanks to a combination of the freshest data and backward revisions 
is responsible for our increased conviction that the first hike will arrive by 
September with near-zero risk prior to that and remaining tail risk 
concentrated in later meetings. Given that Federal Reserve officials have 
made it quite clear they have no interest in surprising markets and Chair 
Yellen has only stated “I think it will be appropriate at some point this year to 
take the initial step to raise the federal funds rate target”, we’re not getting 
clear signals that anything more imminent is being planned.  

Two days after the statement, we’ll get updated tracking for CPI inflation 
covering the month of May. The reflation trade remains underway with 
headline  CPI expected to pop higher partly on the back of a 10% m/m 
rise in average unleaded gasoline prices during the month. Gasoline prices 
have bounced well off their January lows and have risen to about a 
seven-month high. At about US$2.75 a gallon, gas prices are still nearly 
a buck lower than they were last summer, but then again, the US is just 
going into the peak summer driving season when prices usually get a 
further lift. The effect should be enough to bring headline inflation back 
up to 0% y/y which may prompt you to say big deal, but the momentum 
is underway toward year-ago base effect comparisons lifting CPI to 
around 2% y/y by early next year. That base effect argument is to be 
looked through, however, in favour of continued emphasis upon core 
inflation and that part of the story could well be awkward from a Fed 
policy perspective. The question is whether core inflation has peaked or 
is getting close to doing so. USD strength could be one reason for this. 
About half of every 1% rise in the USD flows through to lower import 
prices within about a twelve month period of time (chart 1 shows the 
fraction of USD movements that flow through to import prices). We’re 
therefore getting close to the point at which the rally in the greenback 
that accelerated starting about a year ago could start to have such an 
influence. The question then becomes how much of this will transmit 
into lower core CPI and only time will tell. 

Once the Fed’s communications blackout period expires, the only presently scheduled Fed speaker will be 
Cleveland Fed President Loretta Mester (alternate 2015, voting 2016) on Friday. She will deliver the closing 
address to a two-day conference  hosted by the district bank that is focused on housing, human capital and 
inequality. 

Other data risk will be low but mixed on the week. Monday’s industrial output figures for May are expected to 
enjoy a manufacturing-led lift, and Thursday’s Philly Fed manufacturing gauge will probably continue to signal 
a moderate pace of expansion. Tuesday’s housing starts, however, are bound to moderate following the large 
20% m/m gain in April that in percentage terms was ever so slightly the fastest pace since February 1991. 

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 
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Canada — Persistent Core Inflation & Consumer Upsides 

Canadian markets may be driven more by what the Federal 
Reserve communicates on Wednesday than the domestic calendar. 
That said, the week will be bookended by material updates that 
could incrementally add to the market tone for CAD and the Canada 
curve. I would expect the balance of the data to continue to play 
against the small minority still talking BoC rate cuts. 

Key in this regard may be Friday’s inflation figures and the focus will 
remain on whether core inflation remains strong. Recall that core 
excludes eight of the most volatile components (fruit, vegetables, 
gasoline, fuel oil, natural gas, mortgage interest, intercity 
transportation, and tobacco products), and the effect of changes in 
indirect taxes on the remaining components. For some time now, 
core inflation has remained persistently above the Bank of Canada’s 
2% target and in the upper half of its 1-3% policy band. Recall that 
the BoC targets headline inflation by using core as the more stable 
operational guide-post. Chart 2 shows the latest 
year-ago core inflation print as the lighter shaded 
bar compared to each of the BoC’s forecasts for 
2015Q2 core inflation from the past four 
quarterly Monetary Policy Reports. The BoC’s 
forecasts have been chasing core inflation higher 
— and consistently talking through it because 
the BoC believes the forecast misses to the 
upside have been driven by a handful of 
temporary one-offs. I don’t really know if it’s 
temporary or not and only time will tell, especially 
with ongoing currency pass-through risk, but the 
breadth of the rise in the components of core 
CPI is pretty astounding with numerous items 
exerting upward pressure on the BoC’s core 
metric (chart 3). For example, only vegans (and I 
suppose things with four legs or wings) might be 
thrilled to hear that poultry prices are up 4.2% y/y 
and the somewhat mysteriously labelled “other 
meats” category is up by about 15%. I’m going 
with beef and pork being most of it. Paid an 
internet bill lately?  They’re up 6.8% y/y. How 
about tuition?  Up 3.2%. Bought furniture 
(+6.3%)?  Checked your electricity bill lately?  
It’s up by +2.9% y/y and on average across the 
country is up by 21% since the crisis. Nah, prices 
aren’t rising. Barring unforeseen and big shocks, 
a discussion about the possibility of rate cuts in 
this environment makes no sense to me, 
especially with about 85% of the economy lying 
outside of the direct and indirect effects of the 
energy sector that itself is looking up with oil 
price gains over recent months.  

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 
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Also on Friday, we’ll get the first Q2 print for retail sales that are rebounding nicely. Reason #2 not to cut:  the 
interest sensitive sectors — including housing and the consumer — are doing rather well. April’s retail figures 
could come in fairly solid on the back of about a 5% m/m seasonally adjusted gain in new vehicle sales that 
month. In fact, Q2 as a whole is looking very strong for auto sales that are tracking a full reversal of the 18% 
q/q annualized and seasonally adjusted drop in Q1. That, in turn, is likely to lift the consumer higher following 
the 1.6% annualized drop in the volume of retail sales during Q1. That depends, however, on whether there is 
broader evidence of improved spending beyond the relatively modest share of the basket represented by auto 
sales. We’ll therefore have a keen eye on the core measure of sales that is much more difficult to estimate in 
advance. 

Monday’s manufacturing sales print for April, however, will find it difficult to repeat the large 2.9% m/m rise in 
the dollar value of sales that was booked in March which was the biggest gain in almost four years. That could 
put some mean-reverting downside to the print to start the week. We’ll also have an eye on Monday’s home 
resales estimate for May for signs of whether the three-month rebound into the key Spring season is 
continuing nationwide and we think it probably is. 

Asia — Fed Watching 

Barring the modest risk of a PBOC policy response to falling Chinese inflation figures versus recent evidence 
that economic growth is stabilizing if not improving, the rest of the Asian calendar is likely to keep the region’s 
markets more focused upon the Federal Reserve’s announcement on Wednesday than upon homegrown 
market sensitivities. 

A pair of central bank announcements are not expected to result in changes to net stimulus. Bank Indonesia 
is thought by some to have another rate cut up its sleeve some time this year but they likely bought 
some time in their May statement before having to reconsider rate moves. The central bank relaxed 
macroprudential lending rules in May and it will take some time to evaluate the effects. It did so by raising the 
financing ceiling on property purchases by first-time buyers. Bank Indonesia also raised the allowed loan-to-
deposit ratio to 94% from 92%. A rate cut could have sparked undesirable criticism in the face of high inflation 
even as growth has slowed to the softest pace in about six years. It’s not clear if relaxed lending rules will 
have a similar effect. The central bank has openly clashed with officials in Joko Widodo’s Presidency who are 
pressuring the central bank to apply stimulus. Widodo’s Vice President remarked a few weeks ago that 
borrowing costs will be “gradually cut” later in the year which came as news to  BI Governor Martowardojo 
who stated almost immediately afterward that “Bank Indonesia will 
maintain a tight monetary stance to anchor inflation expectations and 
manage external pressures.”  So there. 

The Bank of Japan’s seventh policy meeting in the first six months of 
2015 is expected to yield….no change in stimulus. The risk here may 
lie in terms of additional colour to Governor Kuroda’s recent 
remark that “The yen is unlikely to weaken further in real effective terms 
if you think with common sense, given how far it has come”. I guess 
markets weren’t applying much ‘common sense’ previously, since the 
yen strengthened following Kuroda’s remarks. That may have been a 
cue not to expect more stimulus, or it may have been a comment on 
how it is unclear how much potential Fed tightening is priced into the 
USDJPY. 

China will release property prices for May around mid-week and they 
have been improving of late by way of a lessening pace of monthly 
declines although that seasonally adjusted data is unavailable (chart 4).  

Derek Holt 416.863.7707 
derek.holt@scotiabank.com 
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Minutes to the June 2nd RBA meeting suddenly became a little more interesting in the wake of recent 
comments by Governor Stevens. The meeting had resulted in no policy change as widely expected but the 
market minority that had thought another cut was a possibility was caught offside. The minutes could carry a 
dovish tone. I like this Governor for his directness: “we remain open to the possibility of further policy easing, if 
that is, on balance, beneficial for sustainable growth.”  He — like the neighbouring RBNZ — has been 
remarkably frank about perceived currency over-valuation and using monetary policy to target a softer 
currency. 

Export growth in May could influence regional markets in Japan, Indonesia, and India. New Zealand’s Q1 
GDP print is expected to slow to just over 3% y/y and such expectations were part of the justification for the 
RBNZ’s recent rate cut. 

Europe — If Your Banker Walks Out On You….. 

It has had multiple opportunities to do so to this point, but it’s probably time for Greece to take a hint when 
its bankers walk out of the room. That’s exactly what the IMF just did, although it’s also possible that 
Greece made it clearer to the IMF that it is willing to default on its debt payments to the IMF so who said what 
to whom behind closed doors is uncertain. Greece’s previously scheduled payments to the IMF in June have 
already been deferred to the end of the month as Greece is allowed to do. EU President Donald Tusk recently 
noted that the euro-area finance ministers meeting next Thursday would be “very crucial” as a practical 
deadline for a negotiated settlement in time for the necessary bail-out extension that is due by the end of the 
month. While it’s possible that Greece can also exercise the right to defer payments owing in July to the end 
of that month, it would be a challenge to meet month-end payments this month with no bail-out agreement or 
bridging arrangement in place before hand. 

Against this backdrop, ECB President Mario Draghi speaks before the EU Parliament on Monday and may 
address the issue of Greece given its status as one of the other two lead creditors to Greece and following the 
IMF’s move. It’s not clear how many of Greece’s 21 representatives from six parties plus one independent will 
be present. Perhaps your favourite is the “Coalition of the Radical Left”, or maybe the “Communist Party of 
Greece” that together hold eight of the spots.  

Behind it all, it’s hard to get excited by the data calendar next week. CPI revisions for the Eurozone 
aggregate, Germany and Italy, and ZEW investor confidence lie ahead with a tick here or a tick there 
anybody’s best guess. In the UK, gilts and pound sterling will have more to consider in the first May print for 
CPI that will probably remain around 0% y/y amidst grossly exaggerated interest in whether it could lie slightly 
above or slightly below zero on the path toward gradually reflated numbers over 2015H2 and into 2016. Retail 
sales for May could give back some of the strength in April while Wednesday’s minutes to the June 4th BoE 
meeting are likely to repeat a generally cautious message on timing future rate hikes. 

Tuesday’s binding ruling by the Court of Justice of The European Union on the legality of the ECB’s 
Outright Monetary Transactions programme will probably simply be a technicality without disrupting the 
central bank’s bond buying plans. The issue is whether the ECB has the legal authority to finance 
governments, but the EU Advocate General Cruz Villalon already provided support in January.  

Norges Bank is expected to cut its deposit rate by 25bps for the first time since December to a record low 
of 1%. Weak economic growth for an oil-dependent state is drawing parallels with other soft commodity-
dependent economies by way of the risk that Norges Bank sets an example for additional easing elsewhere. 
This is a false comparison in our view at least in terms of, say, Canada. The Canadian economy is hitched to 
the US and more diversified than Norway. Swiss National Bank also issues a policy update on Thursday but 
no changes are expected. 

 
 

Derek Holt 416.863.7707 
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Asia-Pacific Regional Outlook 

Asia-Pacific Continues To Be The World’s Economic Growth Engine 

Four Asian countries (China, India, Japan, and Indonesia) account 
for almost a third of the world economy (in purchasing power parity 
terms), though intra-regional growth dynamics differ. The Indian 
economy, which is expected to expand by around 7½% annually 
over the next two years, has emerged as the regional growth leader 
amid China’s ongoing economic transformation and slowing 
momentum. Nevertheless, economic policy and political 
developments in China will remain the most influential factor shaping 
the regional outlook. We expect Chinese real GDP growth to 
decelerate to 6½% by next year, while the rest of the region is 
showing signs of economic acceleration, underpinned by 
recuperating external conditions as well as strengthening domestic 
demand supported by low energy prices, accommodative monetary 
conditions, and improving confidence stemming from structural 
reform efforts. Economic growth across eight regional countries — 
China, Japan, India, South Korea, Australia, Indonesia, Thailand, 
and Hong Kong — will expand at an average rate of 5.2% in 2015-
16 following a 4.9% expansion in 2014. 

Adequate Preparedness To Respond And Adjust To Global Economic And Financial Shocks 

Global economic growth challenges, unsynchronized monetary policy amongst major central banks, volatile price 
adjustments in key commodity markets as well as disruptive geopolitical events in Eastern Europe, Northern 
Africa, and the Middle East have heightened financial market stress around the globe and placed emerging 
market assets on the defensive. Core countries in the Asia-Pacific region, however, are appropriately prepared to 
weather temporary shocks on the back of large foreign exchange reserves, solid sovereign debt profiles, robust 
banking sectors, and improved external trade positions. Approaching monetary policy normalization in the US will 
directly affect Asia-Pacific economies as global investors readjust their portfolios to higher US interest rates and 
the US dollar maintains a strengthening path. These shifts will likely lead to bouts of elevated volatility, yet 
individual country fundamentals — such as government finances, external positions, and domestic household and 
corporate leverage — will ultimately determine risk differentials and exchange rate dynamics.  

Tuuli McCully 416.863.2859 
tuuli.mccully@scotiabank.com 
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Accommodative Monetary Conditions Maintained; Fiscal Stimulus Prospects Differ  

Accommodative monetary policy conditions will likely remain the 
norm in most Asia-Pacific countries in the months to come in light 
of the current challenging global environment. While Japan maintains 
its aggressive quantitative easing program to escape its decades-long 
deflationary environment, central banks in other countries (China, 
India, Australia, Thailand, and South Korea) have taken advantage of 
muted inflation and lowered benchmark interest rates to support 
economic momentum. Since Hong Kong’s monetary policy is virtually 
tied to that of the US Federal Reserve due to its pegged exchange 
rate arrangement, the territory’s interest rates are set to increase over 
the forecast horizon. Nevertheless, the monetary tightening in Hong 
Kong will likely be gradual in order to minimize the risk of a disorderly 
housing market correction. The ability to support economic activity 
through fiscal stimulus in Asia-Pacific differs from country to country. 
China, Hong Kong, and South Korea enjoy relatively solid public 
finances, while India, Japan, and Australia will likely focus on fiscal 
consolidation.  

China’s Financial Reforms To Proceed; Renminbi Internationalization At The Forefront   

Chinese authorities continue to press ahead with their complex structural reform agenda and the process will 
represent the most important economic trend for the regional outlook. Internationalization of the renminbi is at 
the forefront, as the exchange rate will play an important role as a shock absorber for other economic 
adjustments. Interest rate liberalization will likely be completed in the near term as market-determined rates are 
a prerequisite for a smooth opening of the capital account. Meanwhile, international access to Chinese capital 
markets will increase, though this process will likely be gradual. Global investors are paying attention to the 
growing role of China as an active issuer of corporate debt securities and the associated uncertainties linked to 
refinancing risk once interest rates in the US rise; in fact, China has now become the single largest credit in the 
emerging market corporate bond index. 

Uneven Progress On Structural Reforms; Japan Remains The Laggard 

Persistently challenging global economic conditions have prompted China and other regional policymakers to 
focus on long-term structural reforms, yet strong political will for implementation is a key success factor. In India, 
the government is working toward improving the country’s policy credibility and business environment, while 
Thailand’s authorities are drafting a new constitution. Indonesia has taken advantage of low international energy 
prices and eliminated fuel subsidies, which will place the country’s public finances on a more solid footing. If 
implemented, Japan’s structural reforms will help boost the country’s productivity and address its fiscal 
limitations over the medium term. We believe that the transition towards intensifying the use of the Chinese 
renminbi in global trade and investment transactions will continue gradually, yet the Japanese yen will remain a 
key gauge of investor sentiment in the Asia-Pacific region. Diplomatic tensions between China and Japan linked 
to ongoing territorial disputes may at times exacerbate political uncertainty. 

For further information on the economic outlook of Asia-Pacific economies, please refer to the  
Asia/Pacific Regional Outlook report, published on June 11th at scotiabank.com/economics. 
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FOMC Meeting Preview 

 The Federal Reserve is likely to signal a slightly more hawkish bias next week. 

With perhaps two strokes of a pen, the domestic economy has improved enough to raise our conviction that the 
Federal Reserve will hike by September although there remain important international and market risks.  

The Domestic Economy Increases The Probability Of A September Hike 

The new information to be incorporated into the FOMC’s outlook is 
the April trade balance and May’s retail sales figures including 
significant revisions to prior months on both counts. We may now be 
dealing with the possibility that the economy didn't actually contract 
by 0.7% in Q1 and may have either contracted by less or was 
perhaps even flat, and that Q2 could be easily 2.5% growth with the 
significant possibility of 3%+ growth. Better trade and retail figures 
could have prompted inventory disinvestment as a partial offset but 
the Fed would probably look through that by emphasizing 'final-
demand' which excludes inventory effects. We caution, however, that 
there can be large differences between growth in retail sales volumes 
and total consumption volumes where retail is only about 42% of total 
spending (see chart). 

Dual Mandate Criteria Reflecting Progress 

With the growth situation seemingly improving, the Fed can have 
more confidence that recent progress on its jobs-and-inflation mandate should persist — and possibly 
accelerate. Job gains may have moderated since Q4’s 324k/month pace, but remain strong at an average 217k/
month this year. Core CPI has held steady near 2% (1.8% y/y in April) and will likely post a repeat performance 
when May numbers land this week. If labor gains continue at the current clip, recent wage increases (+0.7% q/q 
for three of the past four quarters) could also continue or increase. Also note that survey and market-based 
measures of inflation expectations have either remained reasonably stable or risen over recent months. 

International And Market Risks Still Pose Uncertainty 

The balance of the FOMC still will not have enough confidence to hike before September as the data keeps 
rolling in and they are very data dependent. They are clearly stating they don't want to abruptly surprise markets 
versus laying out a clear near-term path. Further, international risks remain — such as the rising probability of a 
Greek tragedy following the IMF’s departure from negotiations. Add to that the fact that progress on hard 
inflation data is still at a nascent stage and USD strength could well exert downward pressure upon import 
prices and core inflation measures over 2015H2 and beyond.  

A further risk lies in the further extent to which markets do the Fed's tightening work with the USD stronger since 
the last April FOMC and Treasury yields rising to the point to which the 30 year fixed mortgage rate is now at its 
highest this year. Both developments counsel caution. As usual, the residual ironic challenge to our forecast is 
the extent to which markets believe it too well and too soon for the Fed's comfort. 

Connecting the Dots 

Thus while we expect the Fed to be hawkish on balance next week, it will still be cautious. To this effect, the so-
called ‘dots’ showing meeting participants’ forecasts for the Fed Funds rate could well reduce 2016 and 2017 
rate expectations by 25bps/year or more. After all, a 1.875% funds rate at the end of 2016 and a 3.125% funds 
rate at the end of 2017 entail hikes more than every second meeting for the next two years if the Fed only hikes 
twice in 2015. The market may already be less optimistic than the Fed on 2016 and 2017 rate hikes, but that 
was the case prior to the March meeting — where lower dots brought significant volatility.  

Dov Zigler 212.225.6631  
dov.zigler@scotiabank.com                    
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Canada’s Retail Outlook 

 Domestic retailers will increasingly face a more challenging sales environment. 

We have downgraded our expectations for global economic growth this year, including Canada. The primary 
reasons were the chronic underperformance of the U.S. and China, and the collapse in crude oil prices which 
has had a disproportionate negative impact on growth in the major oil-producing regions both here and 
abroad. The positive cash flow implications for energy users have been more muted. Many have bolstered 
their savings. A few emerging market countries have reduced their fuel subsidies, thereby offsetting the 
decline in pump prices. And some jurisdictions have raised fuel taxes. We now expect output growth in 
Canada to trend higher in a 1½-2% range this year and next, with the U.S. expected to perform in a higher 2¼ 
-2¾% range because of greater pent-up consumer demand for goods, services and housing.  

Nonetheless, the solid May jobs reports for Canada and the U.S. reinforce the view that both economies will 
show some improved momentum in the second half of the year. Lower gasoline prices are an effective and 
large tax break. Borrowing costs are at historically low levels. Employment and income gains are relatively 
steady, but are on a slower trajectory than in the early years of the recovery. Housing-related activity — sales, 
construction and renovations — remains resilient. Motor vehicle sales — led by light trucks — are still trending 
higher and will likely set a new record this year. The average age of a vehicle in Canada has risen to roughly 
9½ years, pointing to rising servicing requirements. Wealth gains associated with rising home values are also 
supportive. The weaker loonie is encouraging more buying on this side of the border, with a number of high 
profile events expected to entice even more tourists to Canada. The planned increase in infrastructure 
spending across virtually every province will have positive spin-off effects on growth and retail sales. 
Moreover, there is the potential for some upside risk to growth in Canada and retail sales if the expected 
strengthening in U.S. economic activity materializes, and domestic non-energy exports regain traction.  

Even so, some factors will increasingly weigh on the spending decisions of Canadians. Consumer confidence 
has ebbed alongside the slump in oil-related activity and resultant retrenchment in investment expenditures. 
Households are likely to become more cautious borrowers and spenders against the backdrop of record debt 
levels, the likelihood that longer-term interest rates will move higher as the U.S. begins to normalize its yield 
curve, moderately higher inflation, and higher taxes and user fees imposed by the more junior levels of 
governments. Geopolitical issues remain a wildcard. Increased uncertainty surrounding Greece’s chronic debt 
struggle with the euro zone, and the ongoing problems in the Middle East and northern Mediterranean 
countries, could further dampen consumer sentiment.  

There are also significant variations developing in the regional spending outlook. The oil-producing provinces 
of Alberta, Saskatchewan and Newfoundland & Labrador likely will underperform in response to the significant 
cutbacks in investment, the further decline in employment, and softer 
housing activity. In contrast, the outlook for spending in Ontario and 
B.C. should remain comparatively good since these provinces are 
benefiting from continued export and service sector gains, and buoyant 
housing markets. Quebec and the Atlantic provinces have lagged, but 
could show signs of some gradual improvement if the national recovery 
gains momentum.  

Retailers will also have to deal with a number of operating issues as 
well. Costs will continue to be pressured by the rising price of imports 
associated with the weaker currency, with margins being further 
challenged by a more competitive landscape and the increasing shift to 
online sales. In this environment, we look for Canadian retail sales to 
expand in a 3½-4% range going forward, down slightly from the 4-4½% 
range in the post-recession period, and the 5-5½% range pre-
recession.    
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Latin America Week Ahead: For The Week Of June 15 - 19 

Week-ahead highlights: 

Focus next week will likely be in reading the Fed’s cards, with the Federal Reserve FOMC meeting and the 
release of US CPI likely being the central focus of global financial markets. In addition, the lingering 
uncertainty over the EU-IMF-Greece talks will remain a relevant issue. On the Fed front, we think an 
interesting piece to read was published by the St Louis Fed earlier this month (“Liftoff and the natural rate of 
interest”, St Louis Fed, June 2015), which presents some arguments that we think are relevant for the timing 
of the Fed’s first hike. In LATAM, we have a number of economic activity data releases, as well as Banxico’s 
MPC meeting minutes in the pipeline. 

Week-ahead views: 

Brazil (BRL): The BCB’s latest COPOM minutes showed a modest increase in the central bank’s hawkish 
tone, which was consistent with the acceleration in inflation, as well as continued increases in inflation 
expectations. Some of the key points in the minutes include: 

 2015 projections for administered price inflation increased from 11.8% to 12.7% (from April’s meeting) — 
primarily driven by an expected 41% increase in power costs. 

 The BCB noted that taking into account the consensus for the Selic rate, the “market scenario” has 
inflation above target for both 2015 and 2016. 

 The BCB believes that current high inflation is driven by a combination of realignment with international 
prices (i.e, FX-inflation pass-through) as well as administered price adjustments. In the early 2000s, FX-
inflation pass-through was estimated to be 8% 1 month later, and 70% after 3 years (see “Exchange rate 
pass-through in Brazil” A. Belaisch, IMF, 2013). While more recently, the BCB argued that FX-inflation 
pass-through is about 6% (“Brazil: taming inflation expectations” A. Bevilaqua, M. Mesquita, A. Minella, 
BCB, 2007). 

 In our view, one of the key sections of the minutes, and one which suggests that we probably have at 
least 50bps of additional hikes to go is “To the Committee, the fact that inflation is currently at high 
levels reflects, in large part, the effects of two important processes of relative price adjustments in 
the economy — realignment of domestic prices relative to international ones and the realignment 
of administered prices regarding freely determined ones. The Committee also believes that, since the 
last meeting, among other factors, price adjustments in the economy made the balance of risks tilted 
unfavorably towards inflation for this year. In this context, as anticipated in previous notes, these 
price adjustments cause inflation to rise in the short term and tend to remain high in 2015, 
requiring determination and perseverance to prevent its transmission to longer terms.“ 

 Our interpretation is that the BCB is essentially stating that the two major drivers of the current 
inflation spike are: 1) FX-inflation pass-through (the “realignment of domestic prices relative to 
international ones”) and 2) the adjustments in administered prices (because of the draught that 
pushed power prices higher, and phasing out of post-crisis subsidies — the “realignment of 
administered prices regarding freely determined ones”). 

 The BCB seems to think the shocks will be relatively long-lasting. The puzzling policy decision, in 
our view, is the reduction in the roll rate of the swaps because, in a way, if FX-inflation pass-
through is seen as a problem, this seems a bit like pulling both ends of the rope. 
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For next week, the data pipeline is quite heavy, featuring the vote on payroll bill (which was delayed from this 
week due to travel by a delegation of PMDB legislators, which made it necessary to delay the discussion so 
that it could be prepared (there is also talk about possible changes to the bill so that the implementation is 
gradual). In terms of data, we have formal job creation (a key indicator for the outlook of domestic demand in 
our view, and potentially for some of the banking sector), as well as retail sales, monthly economic activity and 
IBGE IPCA-15 inflation. 

Chile (CLP): The BCCh issued a very brief statement last night after its MPC meeting, where it left most of its 
message intact.  On the external front, the central bank noted the gradual rebound in global growth, but also 
highlighted rising global interest rates, as well as diminishing capital flows into EM. On the domestic front, the 
BCCh described the recent performance of the Chilean economy as “in line with the Monetary Policy Report”, 
including inflation, which is expected to remain high for some time. However, inflation expectations are seen 
as anchored, which probably explains why the bias of the central bank remained a vigilant pause. The BCCh 
noted the slowdown in wage increases, and did not mention indexation this time. We think the statement was 
fairly consistent with recent communication, although maybe a little less hawkish. 

Colombia (COP): Yesterday, FinMin Cardenas said that the government will maintain its deficit target, and 
that the financing plan is set to be announced today. According to Cardenas, the Colombian economy will 
grow at least 3.5% in 2015 (which we are skeptical of). In addition, BanRep co-Director Maiguashca said 
Colombian inflation should return to target in 2016. For next week, focus will likely be on the retail sales & 
industrial production releases, with industrial production for April expected to print flat, while retail sales are 
expected to remain relatively robust at +3.0% y/y. In addition, we also expect to get consumer confidence and 
vehicle sales for May, which will give us a glimpse into how domestic demand is likely to hold up. On the FX 
front, we expect COP to continue to the “highest beta” within the LATAM FX5, with oil price swings and broad 
USD trends driving price action, as the government continues to signal it is confident with current valuations 
(this week, FinMin Cardenas re-iterated the message that the government is comfortable with current COP 
valuations). In the long run, we believe this increased commitment to the freely floating peso will be positive, 
as it increases the incentives for hedging, which should over time increase the liquidity of the domestic FX 
market, and help keep liquidity more constant. 
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The peso has been fairly steadily outperforming BRL, although it 
has underperformed in periods of USD weakness 

CLP is the LATAM FX that MXN has struggled most against… 
consistent with Chile’s bonds having the lowest beta to USTs  
among LATAM (followed by m-bonos) 
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Mexico (MXN): Mexico’s manufacturing output and industrial production results were mixed. On one hand, 
industrial production both slowed and disappointed expectations (actual +1.1% y/y vs consensus +1.4% y/y, 
and previous +1.7% y/y) while, on the other, the manufacturing sector accelerated to +3.7% y/y (previous 
+3.3% y/y). The major drag on industrial production remains the oil sector, which contributed to the decline of 
the mining sub-component at a -8.3% y/y pace. For next week, the data pipeline is quite shallow in Mexico, 
but we do have Banxico’s MPC meeting minutes to look forward to. 

We think MXN’s behaviour has changed somewhat in recent years, and an interesting way of looking at it is to 
compare its performance with the rest of the LATAM FX5. While we believe that CLP is arguably the lowest 
beta of the 5 FX (in part because of the large net creditor status of the country’s pension system, and in part 
due to relatively low foreign involvement in domestic financial markets), MXN is turning into the second lowest 
beta FX in the region. As the charts below show, when there is broad USD strength (see the DXY index), 
MXN outperforms BRL and COP, and when the USD declines, these snap back much faster than MXN. Our 
view is that this change in behaviour is due to the increasing depth / liquidity of the MXN market, as well as 
increased use of hedging by market participants (which we think is the result of the peso’s free float). 

On Thursday, President Peña Nieto praised Governor Carstens’ job at the helm of Banxico, but fell short of 
committing to re-appoint him when his term expires at the end of this year, stating instead that a decision 
would be made towards the end of the year. 

Peru (PEN): As very widely anticipated, the BCRP left the reference rate unchanged last night. The central 
bank’s assessment of the economy seemed to remain mostly unchanged in the statement, although some of 
the reasons that persistently drive high inflation changed. In the statement, economic activity was still 
described as operating below potential, but in a local newspaper Governor Velarde said the economy is likely 
to have expanded around +4.7% y/y in April — which somewhat dampens the surprise for next week, but it 
will still be interesting to see if the rebound is confirmed. Our sense is that monetary policy will continue to be 
tweaked on the margin through reserve requirement adjustments while, at the same time, the BCRP will 
continue to focus on the de-dollarization process. For next week, focus will be on unemployment and 
economic activity data.  

Similar to BRL, MXN has mostly outperformed COP, 
particularly in periods of USD strength 

MXN has been mostly trading sideways vs PEN… outside of a 
sharp loss of ground  late in 2014 
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Policy bias Economic activity: Inflation: Financial Variables Expected policy 

BCB  
 
 
 
Signaled bias: tightening now, 
but struggling to anchor still 
rising inflation expectations, 
despite rates now being 
substantially on the “tight side”. 
Main driver:  above target 
domestic inflation. 

Economic activity : 
+0.54% y/y (Mar)  
Industrial production: 
-7.6% y/y (Apr)  
Retail sales: 
+0.4% (Mar) 
Consensus 2015 
GDP: 
-1.3% 
 

2015 expectations: 
8.46% 
Most recent headline: 
8.47% 
Most recent core: 
8.41% (May) 
Target: 4.5% +/- 2pcnt 
pnts. 

FX valuations REER: 
“fairly valued” 
10yr spread over fair 
value vs US 10yr */: 
190bps wide  
GBI EM yield to 
maturity (LATAM 
avg):  12.94% (8.63%) 
 

Current policy rate (real): 
13.75% (5.3%) 
Consensus rates end ‘15: 
14% 
Consensus rates end ‘16: 
12% 
Current policy rate deviation 
from neutral: 
200bps “tight” 
Priced for next meeting: 
+48bps 

BCCh 
  
 
 
 
Signaled bias: Tightening by 
year end, despite sluggish 
activity. Believes activity 
bottomed 14Q3, concerned 
about high indexation of 
economy. Main driver: above 
target  domestic inflation. 

Economic activity: 
+1.7%  y/y (Apr) 
Manufacturing: 
+0.8% y/y (Apr) 
Retail sales: 
+3.3% y/y (Apr)  
Consensus 2015 
GDP: 
+2.6%  

2015 expectations: 
3.5% 
Most recent headline: 
4.0% 
Most recent core: 
4.2% (May) 
Target: 3% +/- 1 pcnt. pnt. 

FX valuations REER: 
“cheap” (1 std. dev.) 
10yr spread over fair 
value vs US 10yr: 
“flat” 
GBI EM yield to 
maturity (LATAM 
avg):  4.10% (8.63%) 

Current policy rate (real): 
3.0% (-1.0%) 
Consensus rates end ‘15: 
3%  
Consensus rates end ‘16: 
3.5% 
Current policy rate deviation 
from neutral: 
200bps “lose” 
Priced for next meeting: 
Unchanged. 

BanRep  
 
 
 
 

Signaled bias: On hold — 
struggling to contain inflation 
despite slowing activity. Main 
driver:  above target domestic 
inflation. 

Economic activity: 
2.1% y/y (Feb)  
Industrial production: 
-0.1% y/y (Feb) 
Retail sales: 
3.4% y/y (Mar) 
Consensus 2015 
GDP: 
+3.3% 

2015 expectations: 
3.8% 
Most recent headline: 
4.41% (May) 
Most recent core: 
3.72% y/y (May) 
Target: 3% +/- 1 pcnt. pnt. 

FX valuations REER: 
“dear” (1 std. dev.) 
10yr spread over fair 
value vs US 10yr: 
100bps wide 
GBI EM yield to 
maturity (LATAM 
avg):  6.36 (8.63%) 

Current policy rate (real): 
4.5% (+0.09%) 
Consensus rates end ‘15: 
4.5% 
Consensus rates end ‘16: 
4.5% 
Current policy rate deviation 
from neutral: 
50-75bps “Lose”  
Priced for next meeting: 
Unchanged 

Banxico 
 
 
 
 

Signaled bias: Neutral bias, 
but Fed hike to trigger rates 
tightening lift-off despite low 
inflation / idle capacity. Main 
driver: Shielding local markets 
from US hikes. Absent a Fed 
hike, Banxico has signaled no 
hikes necessary. 

Economic activity: 
2.7% y/y (Mar) 
Industrial production: 
+1.1% y/y (Apr) 
Manufacturing: 
+3.7% y/y (Apr) 
Retail sales: 
+5.5% y/y (Mar) 
Consensus 2015 
GDP: 
+2.7% 

2015 expectations: 
3.1% 
Most recent headline: 
2.9% (May) 
Most recent core: 
2.3% y/y (May) 
Target: 3% +/- 1 pcnt. pnt. 

FX valuations REER: 
“cheap” (1 std. dev.) 
10yr spread over fair 
value vs US 10yr: 
50bps wide 
GBI EM yield to 
maturity (LATAM 
avg):  6.25% (8.63%) 

Current policy rate (real): 
3.0% (0.12%) 
Consensus rates end ‘15: 
3.5% 
Consensus rates end ‘16: 
4.13% 
Current policy rate deviation 
from neutral: 
225bps “lose” 
Priced for next meeting: 
Unchanged. 

BCRP 
 
 
 
 
Signaled bias: Easing, but 
doing so through reserve 
requirements due to FX 
concerns for dollarized Fin. 
System. Main driver: above 
target  domestic inflation. 

Economic activity: 
+2.7% y/y (Mar) 
Consensus 2015 
GDP: 
+3.5% 

2015 expectations: 
2.8% 
Most recent headline: 
3.37% (May) 
Target: 2% +/- 1 pcnt. pnt. 

FX valuations REER: 
“dear” (1 std. dev.) 
10yr spread over fair 
value vs US 10yr: 
130bps wide 
GBI EM yield to 
maturity (LATAM 
avg):  6.54% (8.63%) 

Current policy rate (real): 
3.25% (-0.12bps) 
Consensus rates end ‘15: 
3.3% 
Current policy rate deviation 
from neutral: 
50bps “lose” 
Priced for next meeting: 
Unchanged. 

… continued from previous page 
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Key Data Preview  

CANADA 

CPI for May could show very robust gains as gasoline prices were up strongly (+5.3% m/m) and some 
seasonally volatile components of inflation including reading, education, and writing (~11% of CPI) tend to 
increase in the neighbourhood of 1% m/m in May. Commodity food prices were also quite high (the CRB 
commodity foodstuff index was higher by 5.1% m/m) which could potentially deliver some upside to food 
prices. The net leaves us anticipating a strong +0.6% m/m print that leaves headline CPI at 1% y/y. Moreover, 
core CPI could well increase by +0.5% m/m which would leave it at a solid +2.3% y/y.  

Canadian retail sales are likely to moderate in April, and we’re calling for a +0.5% m/m number after retail 
sales posted a very strong March (+0.7% m/m). Scotiabank’s Carlos Gomes estimates that on a seasonally 
adjusted basis auto sales were up by 4.5% m/m April vs. March at a robust 1.9 million annualized before flat-
lining in May, which leaves plenty of room for growth from one of the more volatile components of Canadian 
retail sales. Gasoline prices started to increase towards the end of April, but average prices were flat in  
month-on-month terms (May will be another matter, and gasoline prices were up by 5.3% m/m vs. April). 
Consumer prices were down (-0.1% m/m in seasonally adjusted terms) so there is little support from that 
channel. In sum, we’re expecting decent growth because… autos were strong, consumer spending will likely 
continue to rebound from a weak Q1 overall, and there is little to go on in terms of coincident indicators to 
make us anticipate other swings — positive or negative. We may update our views after the Survey of Large 
Retailers is released early next week. 

Canadian manufacturing sales are likely to moderate in April also 
after posting a very strong end to Q1, and we’re calling for a +0.3% 
m/m number after they increased by +2.9% m/m in March. Exports 
of manufactured goods were mixed, with exports of vehicles higher 
by 0.9% m/m, exports of electronics higher by 0.5% m/m, and 
exports of industrial machinery flat, while exports of industrial 
chemicals were soft (-2.6% m/m) and exports of non-metallic mineral 
products were down by 1.4% m/m. New orders picked up 
moderately in March (+5% m/m) however they remained well below 
levels seen throughout H2 2014, thereby mitigating our enthusiasm 
somewhat (see chart). 

UNITED STATES 

We’re looking for strong U.S. CPI numbers for May, anticipating a 
+0.6% m/m print on headline and a +0.3% m/m number in terms of 
core inflation. Gasoline prices were up strongly (+9.9%) and the 
natural gas commodity price (+10% m/m) was up by even more. 
Strong foodstuff commodity prices (5.1% m/m) are another positive. Overall increases in the Case Shiller 
Home Price index last year should continue to propel homeownership costs higher (we find that lagging 
developments regarding home prices correlate well with the home price part of CPI). The net should leave 
headline CPI at 0.1% y/y and core at +1.9% y/y. 

Housing starts surged in April and we think that they could well hold on to their new stronger levels in May. 
We’re calling for a 1.110m annualized print on housing starts as the stock of outstanding permits remains lofty 
and there should be some pent-up activity after a soft spell for construction in Q1. One potential concern is 
that the average number of months that new homes are on the market prior to their sale has been creeping 
higher of late, however it is only reverting back to levels that are normal during periods of more reliable 
inventory clearing — which (fingers crossed) might be the norm again.  
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… continued from previous page 

EUROPE 

The German ZEW survey for June will be released on June 16th. 
After rallying to roughly a one-year high of 54.8 in March, the 
ZEW economic sentiment index is expected to edge lower for the 
third consecutive month in June to 35, down from 41.9 in May, 
which could suggest that the euro zone’s largest economy is 
losing momentum. However, we believe the weakness is mainly 
attributable to a combination of the weaker-than-expected first 
quarter growth figures and the recent wave of heightened 
financial market volatility.   

LATIN AMERICA 

Brazil will release economy activity results for the month of April 
on June 17th. We expect that the activity indicator (a monthly 
proxy for official quarterly GDP) will disappoint further, likely 
indicating that the Brazilian economy contracted by 2.5% y/y in 
April; the latest quarterly GDP print showed that the economy 
had contracted by 1.6% y/y in the January-March period. Weak 
household spending and government austerity (budget cuts of 
roughly 1% of GDP) will continue to weigh on growth. The rate of 
inflation remains above 8% y/y and the central bank has 
continued to ramp up its benchmark SELIC borrowing rate (now 
at 13.75%, the highest in the G20). The government’s planning 
committee has recently estimated that the economy will contract 
by 1.2% in 2015. 

ASIA/PACIFIC 

New Zealand will release first quarter expenditure-based real 
GDP data on June 17th (EST). We estimate that the economy 
expanded by 3.5% y/y, slowing from the 3.7% pace of growth 
experienced in the final quarter of 2014. A more pronounced 
decline in dairy prices has resulted in slower income gains; dairy 
products account for more than 25% of the country’s total 
merchandise exports. Nonetheless, economic momentum in 
New Zealand continues to be supported by relatively strong 
domestic demand dynamics. Net immigration will continue to 
place upward pressure on housing prices and support already 
strong construction activity. Indeed, residential housing prices 
continue to face strong gains, rising by 9.3% y/y in April 
compared with 8.5% in March. Momentum will be further 
bolstered by solid performance in the retail and accommodation 
space that is largely driven by a surge in tourist arrivals. We 
expect real GDP to expand by 3.1% y/y in 2015 before 
moderating to 2.6% in 2016. 
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Key Indicators for the week of June 15 – 19 

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

North America 

Europe 

A3 

Country Date Time Indicator Period BNS Consensus Latest
CA 06/15 08:30 Manufacturing Shipments (m/m) Apr 0.3 -0.5 2.9
US 06/15 08:30 Empire State Manufacturing Index Jun -- 6.0 3.1
CA 06/15 09:00 Existing Home Sales (m/m) May -- -- 2.3
US 06/15 09:15 Capacity Utilization (%) May -- 78.3 78.2
US 06/15 09:15 Industrial Production (m/m) May 0.4 0.2 -0.3
US 06/15 10:00 NAHB Housing Market Index Jun -- 56.0 54.0
US 06/15 16:00 Total Net TIC Flows (US$ bn) Apr -- -- -100.9
US 06/15 16:00 Net Long-term TIC Flows (US$ bn) Apr -- -- 17.6

CA 06/16 08:30 International Securities Transactions (C$ bn) Apr -- -- 22.5
US 06/16 08:30 Building Permits (000s a.r.) May -- 1100 1140
US 06/16 08:30 Housing Starts (000s a.r.) May 1110 1100 1135
US 06/16 08:30 Housing Starts (m/m) May -- -3.1 20.2

US 06/17 07:00 MBA Mortgage Applications (w/w) JUN 12 -- -- 8.4
CA 06/17 08:30 Wholesale Trade (m/m) Apr 0.2 0.3 0.8
US 06/17 14:00 FOMC Interest Rate Meeting (%) Jun 17 0.25 0.25 0.25

US 06/18 08:30 CPI (m/m) May 0.6 0.5 0.1
US 06/18 08:30 CPI (y/y) May 0.1 0.0 -0.2
US 06/18 08:30 CPI (index) May -- 238.0 236.6
US 06/18 08:30 CPI ex. Food & Energy (m/m) May 0.3 0.2 0.3
US 06/18 08:30 CPI ex. Food & Energy (y/y) May 1.9 1.8 1.8
US 06/18 08:30 Current Account (US$ bn) 1Q -- -117.0 -113.5
US 06/18 08:30 Initial Jobless Claims (000s) JUN 13 280 276 279
US 06/18 08:30 Continuing Claims (000s) JUN 6 2250 2200 2265
US 06/18 10:00 Leading Indicators (m/m) May -- 0.4 0.7
US 06/18 10:00 Philadelphia Fed Index Jun 10.0 8.0 6.7

CA 06/19 08:30 CPI, All items (m/m) May 0.6 0.5 -0.1
CA 06/19 08:30 CPI, All items (y/y) May 1.0 0.8 0.8
CA 06/19 08:30 Core X8 CPI (m/m) May 0.5 0.3 0.1
CA 06/19 08:30 Core X8 CPI (y/y) May 2.3 2.1 2.3
CA 06/19 08:30 CPI, All items (index) May -- 126.8 126.2
CA 06/19 08:30 CPI SA, All items (m/m) May -- 0.3 -0.1
CA 06/19 08:30 Core CPI SA, All items (m/m) May -- 0.2 0.0
CA 06/19 08:30 Retail Sales (m/m) Apr 0.5 0.5 0.7
CA 06/19 08:30 Retail Sales ex. Autos (m/m) Apr 0.3 0.3 0.5

Country Date Time Indicator Period BNS Consensus Latest
IT 06/15 04:00 CPI - EU Harmonized (y/y) May F -- 0.2 0.2
EC 06/15 05:00 Trade Balance (€ bn) Apr -- 22.5 23.4
RU 06/15 05:30 One-Week Auction Rate (%) Jun 15 11.50 11.50 12.50
RU JUN 15-16 Real GDP (y/y) 1Q P -- -1.90 -1.90

GE 06/16 02:00 CPI (m/m) May F 0.1 0.1 0.1
GE 06/16 02:00 CPI (y/y) May F 0.7 0.7 0.7
GE 06/16 02:00 CPI - EU Harmonized (m/m) May F 0.1 0.1 0.1
GE 06/16 02:00 CPI - EU Harmonized (y/y) May F 0.7 0.7 0.7
UK 06/16 04:30 CPI (m/m) May -- 0.2 0.2
UK 06/16 04:30 CPI (y/y) May -- 0.1 -0.1
UK 06/16 04:30 DCLG House Prices (y/y) Apr -- -- 9.6
UK 06/16 04:30 PPI Input (m/m) May -- 0.6 0.4
UK 06/16 04:30 PPI Output (m/m) May -- 0.1 0.1
UK 06/16 04:30 RPI (m/m) May -- 0.3 0.4
UK 06/16 04:30 RPI (y/y) May -- 1.1 0.9
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Key Indicators for the week of June 15 – 19 

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

A4 

Europe (continued from previous page) 

Asia Pacific 

Country Date Time Indicator Period BNS Consensus Latest
EC 06/16 05:00 Employment (q/q) 1Q -- -- 0.8
EC 06/16 05:00 ZEW Survey (Economic Sentiment) Jun -- -- 61.2
GE 06/16 05:00 ZEW Survey (Current Situation) Jun -- 63.0 65.7
GE 06/16 05:00 ZEW Survey (Economic Sentiment) Jun 35.0 37.3 41.9

UK 06/17 04:30 Average Weekly Earnings (3-month, y/y) Apr -- 2.1 1.9
UK 06/17 04:30 Employment Change (3M/3M, 000s) Apr -- 190.0 202.0
UK 06/17 04:30 Jobless Claims Change (000s) May -- -13.8 -12.6
UK 06/17 04:30 ILO Unemployment Rate (%) Apr -- 5.5 5.5
EC 06/17 05:00 CPI (m/m) May 0.2 0.2 0.2
EC 06/17 05:00 CPI (y/y) May F 0.3 0.3 0.3
EC 06/17 05:00 Euro zone Core CPI Estimate (y/y) May F 0.9 0.9 0.9

SZ 06/18 03:30 SNB Sight Deposit Interest Rate (%) Jun 18 -0.75 -0.75 -0.75
NO 06/18 04:00 Norwegian Deposit Rates (%) Jun 18 1.00 1.00 1.25
UK 06/18 04:30 Retail Sales ex. Auto Fuel (m/m) May -- -0.2 1.2
UK 06/18 04:30 Retail Sales with Auto Fuel (m/m) May -- -0.1 1.2
EC 06/18 05:00 Labour Costs (y/y) 1Q -- -- 1.1

GE 06/19 02:00 Producer Prices (m/m) May -- 0.2 0.1
EC 06/19 04:00 Current Account (€ bn) Apr -- -- 18.6
UK 06/19 04:30 PSNB ex. Interventions (£ bn) May -- 10.3 6.8
UK 06/19 04:30 Public Finances (PSNCR) (£ bn) May -- -- -4.0
UK 06/19 04:30 Public Sector Net Borrowing (£ bn) May -- 10.0 6.0
IT 06/19 05:00 Current Account (€ mn) Apr -- -- 1968.5

Country Date Time Indicator Period BNS Consensus Latest
PH JUN 14-15 Overseas Remittances (y/y) Apr -- 8.0 11.3

ID 06/15 Exports (y/y) May -- -8.1 -8.5
ID 06/15 Imports (y/y) May -- -12.4 -22.3
ID 06/15 Trade Balance (US$ mn) May -- 661.0 454.4
SI 06/15 01:00 Retail Sales (y/y) Apr -- 6.0 2.1
IN 06/15 02:30 Monthly Wholesale Prices (y/y) May -2.5 -2.5 -2.7
AU 06/15 21:30 New Motor Vehicle Sales (m/m) May -- -- -1.5

JN 06/16 19:50 Merchandise Trade Balance (¥ bn) May -- -252.4 -55.8
JN 06/16 19:50 Adjusted Merchandise Trade Balance (¥ bn) May -- -166.8 -208.7
JN 06/16 19:50 Merchandise Trade Exports (y/y) May -- 2.8 8.0
JN 06/16 19:50 Merchandise Trade Imports (y/y) May -- -7.8 -4.2
SI 06/16 20:30 Exports (y/y) May -- 1.5 2.2

MA 06/17 00:00 CPI (y/y) May 2.1 2.0 1.8
JN 06/17 02:00 Machine Tool Orders (y/y) May F -- -- 15.0
NZ 06/17 18:45 GDP (y/y) 1Q 3.1 -- 3.7
ID JUN 17-18 BI Reference Interest Rate (%) Jun 18 7.50 7.50 7.50
HK JUN 17-18 Composite Interest Rate (%) May 0.3 -- 0.33

HK 06/18 04:30 Unemployment Rate (%) May 3.2 3.3 3.2
SK 06/18 17:00 PPI (y/y) May -- -- -3.6
NZ 06/18 21:00 ANZ Consumer Confidence Index Jun -- -- 123.9
JN JUN 18-19 BoJ Monetary Base Target (¥ tn) Jun 19 -- 80.0 80.0

JN 06/19 00:30 All Industry Activity Index (m/m) Apr -- 0.3 -1.3
JN 06/19 01:00 Coincident Index CI Apr F 111.1 -- 111.1
JN 06/19 01:00 Leading Index CI Apr F 107.2 -- 107.2
JN 06/19 01:30 Nationwide Department Store Sales (y/y) May -- -- 13.7
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Key Indicators for the week of June 15 – 19 

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

A5 

Latin America 

Country Date Time Indicator Period BNS Consensus Latest
PE 06/15 Economic Activity Index NSA (y/y) Apr -- 4.3 2.7
PE 06/15 Unemployment Rate (%) May -- -- 6.8

BZ 06/16 08:00 Retail Sales (m/m) Apr -- 0.7 -0.9
BZ 06/16 08:00 Retail Sales (y/y) Apr -- -1.8 0.4
CO 06/16 17:00 Retail Sales (y/y) Apr -- 3.1 3.4

BZ 06/17 07:30 Economic Activity Index SA (m/m) Apr -- -0.4 -1.1
BZ 06/17 07:30 Economic Activity Index NSA (y/y) Apr -- -2.4 0.5
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Global Auctions for the week of June 15 – 19 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A6 

Country Date Time Event
US 06/15 11:30 U.S. to Sell USD24 Bln 3-Month Bills
US 06/15 11:30 U.S. to Sell USD24 Bln 6-Month Bills

US 06/18 13:00 U.S. to Sell USD7 Bln 30-Year TIPS Reopening

Country Date Time Event
NE 06/15 05:00 Netherlands to Sell Up to EUR2 Bln 166-Day Bills
NE 06/15 05:00 Netherlands to Sell Up to EUR2 Bln 75-Day Bills
NO 06/15 05:05 Norway to Sell NOK8 Bln 364-Day Bills on June 15
FR 06/15 08:50 France to Sell Bills

SP 06/16 04:30 Spain to Sell 175-Day Bills
SP 06/16 04:30 Spain to Sell 364-Day Bills
MB 06/16 05:00 Malta to Sell Bills
EC 06/16 05:10 ECB Main Refinancing Operation Result
SZ 06/16 05:15 Switzerland to Sell 91-Day Bills
BE 06/16 05:30 Belgium to Sell Bills
EC 06/16 06:30 ESM to Sell Bills

SW 06/17 05:03 Sweden to Sell SEK2 Bln 3.5% 2022 Bonds
GE 06/17 05:30 Germany to Sell EUR3 Bln 0.5% 2025 Bonds
PO 06/17 05:30 Portugal to Sell 3-Month Bills
PO 06/17 05:30 Portugal to Sell 11-Month Bills

SP 06/18 04:30 Spain to Sell Bonds
FR 06/18 04:50 France to Sell Bonds
EC 06/18 05:10 ECB Fourth Targeted Long-Term Refinancing Operation Result
FR 06/18 05:50 France to Sell I/L Bonds

IC 06/19 06:00 Iceland to Sell Bonds
UK 06/19 06:00 U.K. to Sell 1-Month Bills
UK 06/19 06:00 U.K. to Sell 3-Month Bills
UK 06/19 06:00 U.K. to Sell 6-Month Bills
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Global Auctions for the week of June 15 – 19 

Source: Bloomberg, Scotiabank Economics. 

A7 

Asia Pacific 

Country Date Time Event
CH 06/14 23:00 Jiangxi To Sell CNY4.17 Bln 3-Year Bonds
CH 06/14 23:00 Jiangxi To Sell CNY12.51 Bln 7-Year Bonds
CH 06/14 23:00 Jiangxi To Sell CNY12.51 Bln 5-Year Bonds
CH 06/14 23:00 Jiangxi To Sell CNY12.51 Bln 10-Year Bonds
CH 06/14 23:00 Ningxia Auto Region To Sell CNY700 Mln 3-Year Bonds
CH 06/14 23:00 Ningxia Auto Region To Sell CNY2.1 Bln 10-Year Bonds
CH 06/14 23:00 Ningxia Auto Region to Sell CNY2.1 Bln 7-Year Bonds

CH 06/15 02:00 Ningxia Auto Region To Sell CNY2.1 Bln 5-Year Bonds
CH 06/15 23:00 Xinjiang Auto Region To Sell CNY5.02 Bln 3-Yr Bonds
CH 06/15 23:00 Xinjiang Auto Region to Sell CNY7.53 Bln 7-Year Bonds
CH 06/15 23:00 Xinjiang Auto Region To Sell CNY5.02 Bln 10-Year Bonds
CH 06/15 23:00 Xinjiang Auto Region To Sell CNY7.53 Bln 5-Yr Bonds
CH 06/15 23:00 Sichuan to Sell CNY13.5 Bln 7-Year Bonds
CH 06/15 23:00 Sichuan To Sell CNY13.5 Bln 3-Yr Bonds
CH 06/15 23:00 Sichuan To Sell CNY13.5 Bln 5-Year Bonds
CH 06/15 23:00 China Development Bank To Sell CNY6 Bln 3-Yr Bonds
JN 06/15 23:45 Japan to Sell 5-Year Bonds

CH 06/16 23:00 China To Sell CNY30 Bln 7-Year Bonds
JN 06/16 23:35 Japan to Sell 1-Year Bill

CH 06/17 23:00 Henan To Sell CNY4.3 Bln 3-Yr Bonds
CH 06/17 23:00 Henan To Sell CNY12.7 Bln 5-Yr Bonds
CH 06/17 23:00 Henan To Sell CNY12.7 Bln 7-Yr Bonds
JN 06/17 23:35 Japan to Sell 3-Month Bill
JN 06/17 23:45 Japan to Sell 40-Year Bonds

CH 06/18 23:00 Henan to Sell CNY12.7 Bln 10-Year Bonds
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Events for the week of June 15 – 19 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A8 

North America 

Country Date Time Event
US 06/15 EIA Energy Conference in Washington DC

CA 06/16 11:45 The Honourable Thomas Mulcair to Speak on A Stronger Middle Class

US 06/17 14:00 FOMC Rate Decision
US 06/17 14:30 Federal Reserve Board Chairwoman Janet Yellen holds news conference

MX 06/18 10:00 Central Bank Monetary Policy Minutes

US 06/19 12:00 Fed's Mester Speaks at Fed Policy Summit in Pittsburgh

Country Date Time Event
IT 06/13 11:30 Bank of Italy Governor Visco Speaks in Florence

SZ 06/15 03:00 SNB Sight Deposits
AS 06/15 03:00 ECB's Nowotny Speaks at Austrian Central Bank Conference
EC 06/15 03:00 ECB's Weidmann Speaks in Frankfurt
RU 06/15 05:30 Key Rate
AS 06/15 05:45 ECB's Praet speaks at Austrian Central Bank Conference
EC 06/15 09:00 ECB President Mario Draghi Speaks at EU Parliament in Brussels
EC 06/15 09:45 ECB Publishes Weekly QE Details
EC 06/15 12:00 ECB's Coene Speaks on EU Investment Plan in Brussels

EC 06/16 03:30 EU Top Court Rules on ECB's OMT Bond-Buying Plan
EC 06/16 07:00 ECB's Mersch Speaks on OMT in Brussels
EC 06/16 10:30 ECB's Knot in Dutch Parliament to Discuss Financial Systems
AS 06/16 11:00 ECB's Nowotny speaks at Austrian FinMin Panel

UK 06/17 04:30 Bank of England Minutes
UK 06/17 07:00 Prime Minister's Question Time in House of Commons

SZ 06/18 03:30 SNB Sight Deposit Interest Rate
NO 06/18 04:00 Deposit Rates
EC 06/18 04:00 ECB Publishes Economic Bulletin
NO 06/18 04:30 Norway's Olsen Holds Press Conference in Oslo
EC 06/18 09:00 Euro-Area Finance Ministers Meet in Luxembourg
RU 06/18 00:00 St. Petersburg International Economic Forum

EC 06/19 03:00 EU Finance Ministers Hold Meeting in Luxembourg
NO 06/19 05:30 Norway's Olsen speaks in Oslo
SP 06/19 Spain Sovereign Debt Rating May Be Published by Moody's

Asia Pacific 

Country Date Time Event
JN 06/14 00:00 Cabinet Office Monthly Economic Report for June

AU 06/15 03:30 RBA's Kent Speech at ANU in Canberra
AU 06/15 17:55 RBA's Debelle Gives Speech in Sydney
AU 06/15 21:30 RBA June Meeting Minutes
IN 06/15 00:00 ADB President Nakao on India Visit Address Media, Meet Jaitley

AU 06/17 21:30 RBA Bulletin
AU 06/17 21:30 RBA FX Transactions Market
HK 06/17 00:00 Composite Interest Rate
ID 06/17 00:00 Bank Indonesia Reference Rate

JN 06/18 23:00 Bank of Japan Policy Statement/Kuroda Press Conference
JN 06/18 00:00 BOJ Annual Rise in Monetary Base

JN 06/19 02:36 BOJ Nakaso makes a speech
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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 --

Federal Reserve – Federal Funds Target Rate 0.25 June 17, 2015 0.25 0.25

Banco de México – Overnight Rate 3.00 July 23, 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 June 18, 2015 -0.75 --

Central Bank of Russia – One-Week Auction Rate 12.50 June 15, 2015 11.50 11.50

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

Sweden Riksbank – Repo Rate -0.25 July 2, 2015 -0.25 --

Norges Bank – Deposit Rate 1.25 June 18, 2015 1.00 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 3.50 July 22, 2015 3.25 3.25

People's Bank of China – Lending Rate 5.10 TBA -- --

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

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

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

Bank Indonesia – Reference Interest Rate 7.50 June 18, 2015 7.50 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 --

Banco de la República de Colombia – Lending Rate 4.50 June 24, 2015 4.50 4.50

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

The Fed will release a policy statement along with updated economic projections on Wednesday, and Chair Yellen will follow the statement with a press 
conference. We are not expecting a material change to the statement, though the FOMC is likely to note that growth has been slower to rebound in Q2 than 
initially expected. The anticipation and aftermath of the FOMC meeting will likely trump most data releases next week but industrial production (Monday), 
housing starts (Tuesday), Philly Fed (Wednesday) and, most importantly, CPI (Thursday) are still on tap. Only Cleveland Fed President Mester will be 
speaking (Friday) once the communication blackout lifts post-FOMC meeting. BoC data risk bookends the week: manufacturing sales and housing starts 
will be released on Monday while CPI and retail sales are due out on Friday, both of which will probably reduce bets of further BoC cuts. Wholesale trade 
lands on Wednesday but doesn’t usually attract attention. Note that Canadian CPI will be released a day later than U.S. CPI this month, which is atypical. 
There is no Bank of Canada communication currently scheduled. 

The Central Bank of Russia (CBR) will announce a monetary policy decision on June 15th, followed by the Swiss National Bank (SNB) and the Norges 
Bank on June 18th. The SNB is not expected to make any changes to its benchmark LIBOR target rate. However, with the Russian economy faltering and 
inflation continuing to ease, we expect the CBR to cut its key one-week auction rate by 100 basis points (bps) to 11.5%. The Norwegian Central Bank will 
also likely opt to cut its benchmark deposit rate by 25bps to 1.0%, given the deterioration in forward-looking growth indicators since its May meeting.  

Inflation in Indonesia continues to edge up on the back of rising fuel costs, with the consumer price index growing by 7.2% y/y in May compared with an 
increase of 6.8% in April - well above the central bank’s official target of 4%±1%. A challenging growth environment has inhibited Bank Indonesia from 
adopting a tighter monetary policy stance. Accordingly, despite rising inflationary pressures, we expect Bank Indonesia will maintain the benchmark interest 
rate at 7.5% following next week’s monetary policy meeting.

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 -0.7
  Current Acc. Bal. (C$B, ar) -41.5 -52.2 -69.9   Current Acc. Bal. (US$B, ar) -411 -454
  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 -1.7 -2.4 (Apr)   Industrial Production 4.1 4.5 3.3 1.9 (Apr)
  Housing Starts (000s) 189 184 175 202 (May)   Housing Starts (millions) 1.00 1.06 0.97 1.14 (Apr)
  Employment 0.6 0.7 0.6 1.0 (May)   Employment 1.9 2.2 2.3 2.2 (May)
  Unemployment Rate (%) 6.9 6.7 6.7 6.8 (May)   Unemployment Rate (%) 6.2 5.7 5.6 5.5 (May)
  Retail Sales 4.6 4.4 2.3 3.1 (Mar)   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 17.7 (May)
  CPI 1.9 1.9 1.1 0.8 (Apr)   CPI 1.6 1.2 -0.1 -0.2 (Apr)
  IPPI 2.5 1.3 -1.7 2.4 (Apr)   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 8.9

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 -1.0 (Apr)
  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$B, ar) 281 454 216 324 (Mar)   Current Acc. Bal. (US$B, ar) 219.7 301.6 288.2 253.0 (Apr)
  Merch. Trade Bal. (US$B, ar) 327.1 405.2 294.4 371.2 (Mar)   Merch. Trade Bal. (US$B, ar) 287.5 294.5 262.3 285.9 (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 (Apr)   Unemployment Rate (%) 6.7 6.6 6.5 6.4 (May)
  CPI 0.4 0.2 -0.3 0.0 (Apr)   CPI 0.9 0.5 0.0 1.4 (May)

France United Kingdom
  Real GDP 0.2 0.0 0.7   Real GDP 2.8 3.0 2.4
  Current Acc. Bal. (US$B, ar) -28.1 0.8 -9.6 -22.9 (Apr)   Current Acc. Bal. (US$B, ar) -97.9 -101.2
  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 (%) 10.3 10.5 10.5 10.5 (Apr)   Unemployment Rate (%) 6.2 5.7 5.5 (Feb)
  CPI 0.5 0.3 -0.2 0.8 (May)   CPI 1.5 0.9 0.1 -0.1 (Apr)

Italy Russia
  Real GDP -0.4 -0.4 0.1   Real GDP 0.6 0.4 -1.9
  Current Acc. Bal. (US$B, ar) 30.9 57.4 22.2 23.6 (Mar)   Current Acc. Bal. (US$B, ar) 59.5 15.4 23.5
  Merch. Trade Bal. (US$B, ar) 56.7 73.3 34.5 52.2 (Mar)   Merch. Trade Bal. (US$B, ar) 15.8 14.1 14.5 15.0 (Apr)
  Industrial Production -0.5 -1.0 -0.5 -0.3 (Apr)   Industrial Production -1.6 2.1 -0.4 -4.5 (Apr)
  CPI 0.2 0.1 -0.4 -0.1 (Apr)   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$B, ar) 12.4 4.7 2.4 -24.6 (Apr)   Merch. Trade Bal. (US$B, ar) -122.5 -78.8 -29.1 -20.9 (Apr)
  Industrial Production 4.4 3.7 2.8   Industrial Production 2.1 -1.4 -2.2 0.1 (Apr)
  Unemployment Rate (%) 6.1 6.2 6.2 6.0 (May)   Unemployment Rate (%) 3.6 3.5 3.5 3.3 (Apr)
  CPI 2.5 1.7 1.3   CPI 2.7 2.5 2.3 0.6 (Apr)

South Korea China
  Real GDP 3.3 2.7 2.5   Real GDP 7.4 7.3 7.0
  Current Acc. Bal. (US$B, ar) 89.2 108.9 93.8 97.6 (Apr)   Current Acc. Bal. (US$B, ar) 219.7
  Merch. Trade Bal. (US$B, ar) 47.2 73.4 86.7 75.8 (May)   Merch. Trade Bal. (US$B, ar) 382.5 599.6 494.9 713.9 (May)
  Industrial Production 0.5 -1.7 -1.6 -2.5 (Apr)   Industrial Production 7.9 7.9 5.6 6.1 (May)
  CPI 1.3 1.0 0.6 2.3 (May)   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$B, ar) 13.1 8.7 8.2   Current Acc. Bal. (US$B, ar) -27.5 -8.3 -1.3
  Merch. Trade Bal. (US$B, ar) 2.0 2.5 2.5 1.7 (Apr)   Merch. Trade Bal. (US$B, ar) -11.6 -13.2 -9.0 -11.0 (Apr)
  Industrial Production -4.6 -2.1 0.1 -5.8 (Apr)   Industrial Production 1.8 2.0 3.2 4.1 (Apr)
  CPI 1.9 1.1 -0.5 -1.3 (May)   WPI 3.8 0.3 -1.8 -2.7 (Apr)

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 0.5 (Apr)
  Industrial Production 4.6 4.8 4.7 6.7 (Mar)
  CPI 6.4 6.5 6.5 7.1 (May)

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$B, ar) -104.0 -119.3 -101.6   Current Acc. Bal. (US$B, ar) -5.1 -2.8 4.8
  Merch. Trade Bal. (US$B, ar) -3.9 -12.9 -22.2 33.1 (May)   Merch. Trade Bal. (US$B, ar) 6.7 7.0 10.9 11.8 (May)
  Industrial Production -3.0 -3.9 -6.1 -7.6 (Apr)   Industrial Production 0.4 -1.0 0.6 -0.7 (Apr)
  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
  Current Acc. Bal. (US$B, ar) -8.0 -1.3 -2.6   Current Acc. Bal. (US$B, ar) -19.8 -6.4
  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 (Mar)
  Unemployment Rate (%) 6.0 5.6 6.8 6.8 (Apr)   Industrial Production 1.5 0.4 -0.1 (Mar)
  CPI 3.2 3.2 3.0 3.4 (May)   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 14Q4 15Q1 Jun/05 Jun/12* United States 14Q4 15Q1 Jun/05 Jun/12*
BoC Overnight Rate 1.00 0.75 0.75 0.75   Fed Funds Target Rate 0.25 0.25 0.25 0.25
  3-mo. T-bill 0.92 0.55 0.63 0.63   3-mo. T-bill 0.04 0.02 0.02 0.01
  10-yr Gov’t Bond 1.79 1.36 1.83 1.78   10-yr Gov’t Bond 2.17 1.92 2.41 2.35
  30-yr Gov’t Bond 2.34 1.98 2.39 2.38   30-yr Gov’t Bond 2.75 2.54 3.11 3.07
  Prime 3.00 2.85 2.85 2.85   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 74.6 77.6 77.7 (Apr)   FX Reserves (US$B) 119.0 108.2 110.2 (Apr)

Germany France
  3-mo. Interbank 0.02 -0.02 -0.06 -0.02   3-mo. T-bill -0.05 -0.16 -0.19 -0.18
  10-yr Gov’t Bond 0.54 0.18 0.84 0.84   10-yr Gov’t Bond 0.83 0.48 1.16 1.22
  FX Reserves (US$B) 62.3 61.2 61.6 (Apr)   FX Reserves (US$B) 49.5 50.5 48.4 (Apr)

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 0.14 0.05 -0.12 -0.12   3-mo. T-bill 0.44 0.45 0.48 0.48
  FX Reserves (US$B) 327.6 330.9 330.7 (Apr)   10-yr Gov’t Bond 1.76 1.58 2.08 1.99

  FX Reserves (US$B) 95.7 106.2 106.2 (Mar)

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 2.50 2.25 2.00 2.00
  3-mo. Libor 0.05 0.04 0.04 0.04   10-yr Gov’t Bond 2.74 2.32 3.04 3.02
  10-yr Gov’t Bond 0.33 0.41 0.49 0.52   FX Reserves (US$B) 50.8 53.8 51.1 (Apr)
  FX Reserves (US$B) 1231.0 1216.1 1221.0 (Apr)

Exchange Rates (end of period)

USDCAD 1.16 1.27 1.24 1.23   ¥/US$ 119.78 120.13 125.63 123.32
CADUSD 0.86 0.79 0.80 0.81   US¢/Australian$ 0.82 0.76 0.76 0.77
GBPUSD 1.558 1.482 1.527 1.558   Chinese Yuan/US$ 6.21 6.20 6.20 6.21
EURUSD 1.210 1.073 1.111 1.127   South Korean Won/US$ 1091 1110 1111 1115
JPYEUR 0.69 0.78 0.72 0.72   Mexican Peso/US$ 14.752 15.264 15.712 15.405
USDCHF 0.99 0.97 0.94 0.93   Brazilian Real/US$ 2.658 3.197 3.142 3.108

Equity Markets (index, end of period) 

  United States (DJIA) 17823 17776 17849 17902   U.K. (FT100) 6566 6773 6805 6785
  United States (S&P500) 2059 2068 2093 2097   Germany (Dax) 9806 11966 11197 11196
  Canada (S&P/TSX) 14632 14902 14957 14754   France (CAC40) 4273 5034 4921 4901
  Mexico (IPC) 43146 43725 44562 44531   Japan (Nikkei) 17451 19207 20461 20407
  Brazil (Bovespa) 50007 51150 52973 53180   Hong Kong (Hang Seng) 23605 24901 27260 27281
  Italy (BCI) 1038 1273 1262 1274   South Korea (Composite) 1916 2041 2068 2052

Commodity Prices (end of period)

  Pulp (US$/tonne) 1020 980 980 980   Copper (US$/lb) 2.88 2.74 2.69 2.67
  Newsprint (US$/tonne) 595 570 560 560   Zinc (US$/lb) 0.98 0.94 0.97 0.95
  Lumber (US$/mfbm) 340 282 279 291   Gold (US$/oz) 1206.00 1187.00 1164.60 1182.80
  WTI Oil (US$/bbl) 53.27 47.60 59.13 59.95   Silver (US$/oz) 15.97 16.60 16.15 15.93
  Natural Gas (US$/mmbtu) 2.89 2.64 2.59 2.81   CRB (index) 229.96 211.86 222.53 224.12

* Latest observation taken at time of writing. 
Source: Bloomberg, Scotiabank Economics. 
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Foreign Exchange Strategy 
 
This publication has been prepared by The Bank of Nova Scotia (Scotiabank) for informational and marketing purposes only. 
Opinions, estimates and projections contained herein are our own as of the date hereof and are subject to change without notice. 
The information and opinions contained herein have been compiled or arrived at from sources believed reliable, but no 
representation or warranty, express or implied, is made as to their accuracy or completeness and neither the information nor the 
forecast shall be taken as a representation for which Scotiabank, its affiliates or any of their employees incur any responsibility. 
Neither Scotiabank nor its affiliates accept any liability whatsoever for any loss arising from any use of this information. This 
publication is not, and is not constructed as, an offer to sell or solicitation of any offer to buy any of the currencies referred to 
herein, nor shall this publication be construed as an opinion as to whether you should enter into any swap or trading strategy 
involving a swap or any other transaction. The general transaction, financial, educational and market information contained herein 
is not intended to be, and does not constitute, a recommendation of a swap or trading strategy involving a swap within the meaning 
of U.S. Commodity Futures Trading Commission Regulation 23.434 and Appendix A thereto.  This material is not intended to be 
individually tailored to your needs or characteristics and should not be viewed as a “call to action” or suggestion that you enter into 
a swap or trading strategy involving a swap or any other transaction.   You should note that the manner in which you implement 
any of the strategies set out in this publication may expose you to significant risk and you should carefully consider your ability to 
bear such risks through consultation with your own independent financial, legal, accounting, tax and other professional advisors. 
Scotiabank, its affiliates and/or their respective officers, directors or employees may from time to time take positions in the 
currencies mentioned herein as principal or agent, and may have received remuneration as financial advisor and/or underwriter for 
certain of the corporations mentioned herein. Directors, officers or employees of Scotiabank and its affiliates may serve as 
directors of corporations referred to herein.  All Scotiabank products and services are subject to the terms of applicable 
agreements and local regulations. This publication and all information, opinions and conclusions contained in it are protected by 
copyright. This information may not be reproduced in whole or in part, or referred to in any manner whatsoever nor may the 
information, opinions and conclusions contained in it be referred to without the prior express written consent of Scotiabank.  
 
™Trademark of The Bank of Nova Scotia. Used under license, where applicable. Scotiabank, together with “Global Banking and 
Markets”, is a marketing name for the global corporate and investment banking and capital markets businesses of The Bank of 
Nova Scotia and certain of its affiliates in the countries where they operate, all members of the Scotiabank group and authorized 
users of the mark.  The Bank of Nova Scotia is incorporated in Canada with limited liability and is authorised and regulated by the 
Office of the Superintendent of Financial Institutions Canada.  The Bank of Nova Scotia and Scotiabank Europe plc are authorised 
by the UK Prudential Regulation Authority. The Bank of Nova Scotia is subject to regulation by the UK Financial Conduct Authority 
and limited regulation by the UK Prudential Regulation Authority. Scotiabank Europe plc is authorised by the UK Prudential 
Regulation Authority and regulated by the UK Financial Conduct Authority and the UK Prudential Regulation Authority. Details 
about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available on request. 
Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Inverlat Derivados, S.A. de C.V., are each 
authorized and regulated by the Mexican financial authorities.Not all products and services are offered in all jurisdictions.  Services 
described are available in jurisdictions where permitted by law.   

Disclaimer 



 

Scotiabank Economics 
 

Scotia Plaza  40 King Street West, 63rd Floor 

Toronto, Ontario  Canada  M5H 1H1 

Tel: 416.866.6253  Fax: 416.866.2829 

Email: scotia.economics@scotiabank.com 

For general and publication-related inquiries, contact 

us by telephone, email and/or fax. 

Scotiabank Economics 
 

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and 
projections contained herein are our own as of the date hereof and are subject to change without notice. The information and 
opinions contained herein have been compiled or arrived at from sources believed reliable but no representation or warranty, 
express or implied, is made as to their accuracy or completeness. Neither Scotiabank nor its affiliates accepts any liability 
whatsoever for any loss arising from any use of this report or its contents.  
 
TM Trademark of The Bank of Nova Scotia. Used under license, where applicable. 
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