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A Sub-Par U.S. Housing Recovery 

 Stronger first-time buyer activity is crucial to a broader and more sustainable U.S. 
housing recovery. 

The fundamentals for a strong cyclical U.S. housing upturn are largely in place. Businesses are hiring at their 
fastest pace in over a decade. Housing affordability remains above long-term averages despite the solid 
rebound in home prices over the past three years (chart 1). More stable pricing and rising rents also are 
conducive to homebuying. Mortgage delinquencies and foreclosure rates are at multi-year lows. 

Importantly, financing conditions are gradually thawing. A growing share of lenders are reporting an easing in 
credit standards for prime and non-traditional mortgage loans, though terms remain significantly tighter than 
pre-crisis levels. Credit availability also will be supported by recent moves to lower mortgage insurance 
premiums and minimum downpayment requirements for new borrowers. The risk of higher interest rates on 
the horizon should be manageable in an environment of strengthening job and income gains.  

Yet, the U.S. housing recovery has yet to regain sustained traction. Home sales have picked up moderately 
since mid-2014 but remain underwhelming given the powerful combination of declining interest rates — the  
30-year fixed mortgage rate has dropped roughly 60 basis points over the past year to around 3¾% — and 
the significant improvement in labour market conditions where over 1 million net new jobs were added from 
November to January alone. Housing starts are grinding higher, but at just over the 1 million annualized mark, 
are still at least 20% below normal levels (chart 2). 

Reduced investor demand has contributed to the lacklustre pace of home sales. Individual investors 
accounted for about 15% of existing home sales in 2014, compared with 20-25% in the aftermath of the 
housing bust (chart 3). Investor demand will likely remain more moderate with current valuations much less 
attractive following the more than 20% run-up in average home prices from their cycle lows. 

More critical, however, is the lack of any discernible pickup in first-time buyer activity. The first-time buyer 
share of existing home sales remains struck around 30%, well below the typical 40% and its lowest level in 
nearly three decades (chart 3). In the new home market, first-time buyers account for only about 15% of sales, 
compared with a normal level of around 25-30%. 

Potential new buyers face a number of sizeable hurdles to homeownership, including still tight credit 
conditions, high student debt loads, weak income growth and high levels of underemployment. 
Notwithstanding the strong pickup in hiring over the past year, the employment rate for the key 25-34 
homebuying demographic is still more than 3 percentage points below its pre-recession peak (chart 4). Home 
purchase intentions remain low even as overall consumer confidence has climbed to a 7½-year high.  

Meanwhile, the continuing high number of negative equity households, which are more limited in their ability to 
sell or finance another home purchase, are constraining the supply of lower-priced homes. Despite a 
significant decline over the past few years, there are still roughly 5 million ‘underwater’ U.S. households (about 
10% of mortgage holders), and more than 1 million with less than 5% equity. The highest concentration of 
negative equity mortgages are homes valued at under $200,000. 

Most new construction in recent years has been geared to the rental market, or to more affluent buyers. 
Fuelled by strong rental demand and tightening vacancy rates, apartment units accounted for almost a third of 
new construction last year, the highest share in over two decades (chart 5). Meanwhile, the average new 
single-family home, which now counts a record 2600 square feet of living space (chart 6), garners an 
unprecedented price premium of roughly 35% over the average existing home. 

We expect U.S. housing activity will continue to gradually improve this year, with moderate gains forecasted 
for both sales and prices. However, until we see greater participation from first-time buyers, the recovery will 
likely remain subpar. The prospect of Fed policy tightening later this year also could slow the housing 
recovery’s momentum. 

Adrienne Warren 416.866.4315 
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Central Canada Will Drive Canadian Auto Sales To Record Highs 

 Strengthening manufacturing exports fuel gains.  

Canadian auto sales climbed a stronger-than-expected 6% last year 
to a record high of 1.85 million units. We expect sales to edge up to 
1.86 million units in 2015, buoyed by ongoing job gains, low interest 
rates, as well as near-record vehicle affordability. However, in 
contrast to last year when purchases advanced in all regions, the 
outlook is diverging across provinces. Central Canada will become 
the growth engine that will drive purchases to record highs.  

Canadian exports have accelerated over the past year, advancing by 
10% — the best performance since 2011. Shipments will be buoyed 
in 2015 by the strongest economic growth in the United States in a 
decade, as well as by the recent sharp depreciation of the Canadian 
dollar as a result of the slump in global oil prices. While the resource 
sector accounted for much of the export growth in the first half of 
2014, manufactured products have become the main driver in recent 
months, and will lead the way in 2015 alongside bulging order 
backlogs. Unfilled orders for Canadian manufacturers have surged 
26% over the past year, the largest increase in nearly two decades, 
setting the stage for rising production across Canada’s industrial heartland.  

Car and light truck purchases in Ontario jumped a stronger-than-expected 11% last year, climbing above 
700,000 units for the first time on record, and are expected to increase to 726,000 in 2015 alongside higher 
household and fleet volumes. In particular, fleet activity was buoyed by a double-digit gain in corporate profits 
in Ontario last year, and will be supported in 2015 by accelerating export growth. Meanwhile, household 
volumes will be boosted by improving labour market prospects across a broad range of manufacturing 
sectors, and increased purchasing power from the more than $6bn (nearly $800 per vehicle-owner) in annual 
savings due to lower gasoline prices. In particular, employment in the key auto sector increased by 4% last 
year — the strongest gain in nearly two decades — and will be supported going forward by recent 
announcements of additional investment at several facilities and by record North American vehicle sales and 
production. Outside of the auto sector, manufacturing activity in Ontario is advancing at the fastest pace in 
four years, while the dominant service sector has been gaining momentum since mid-2013.  

Quebec’s auto market has underperformed in the current cycle, held back by a weak job market. Vehicle sales 
in Quebec have been largely flat since 2010 compared with double-digit gains in other regions. However, we 
expect strengthening manufacturing exports will finally stabilize employment prospects across Quebec’s 
manufacturing industries. A firmer job market will likely lift auto sales to 423,000 units in 2015 — the third-
highest level on record, and up from 420,000 last year. Aerospace and aluminum are Quebec’s two largest 
exports and will both benefit from significant gains over the coming year.  

In contrast, car and light truck purchases are expected to decline in both Newfoundland & Labrador and 
Alberta. Mining and oil & gas extraction account for one-third of overall economic activity and government 
revenue in Canada’s easternmost province, well ahead of its share in Alberta.  

The sharp up-front retrenchment in Alberta’s ‘oil patch’ will drag down vehicle sales to 263,000 units this year, 
from a peak of 269,000 in 2014. However, even with the downturn in oil & gas investment, Alberta’s labour 
market will continue to grow in line with the national average, as the resource sector only accounts for only 3% 
of all jobs in Alberta. The service sector is the dominant employer in the province accounting for three-
quarters of all hiring. While this week’s announcement that the upcoming Alberta budget will reduce program 
spending by 9% dampens service sector prospects, payrolls are still advancing by 3% y/y in Alberta — the 
best performance among all provinces and more than three times the national average.  

Carlos Gomes 416.866.4735 
carlos.gomes@scotiabank.com 
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The Oil Price Correction And Canadian Compensation 

 Oil-intensive provinces’ deceleration will weigh on national wage gains.   

Within the discussion of the impacts of falling world oil prices on 
the Canadian economy are the implications of shifting regional 
employment growth and future average compensation increases. 
Assessing employee remuneration with data incorporating 
wages, salaries and employers’ social program contributions, 
annual growth in compensation per employee over the five years 
to 20141 averaged 2.8% nationally. This reflects annual increases 
of 4.6% for the three oil-intensive provinces — Alberta, 
Saskatchewan and Newfoundland and Labrador — versus 
average annual gains of 2.3% across the other provinces (top 
chart). However, with Brent and WTI oil prices falling to nearly 
half their June 2014 peak, the momentum in the three oil-
producing, particularly Alberta, has significantly weakened. If, for 
example, growth in compensation per employee slows to 0.5% 
this year and next in the major oil-producing provinces, while 
increases across the other provinces edge higher to 2.5%, the 
ten-province gain would slip to the 2.0% range.   

Why such a significant slowing in Canadian wage growth? First, 
the three oil-intensive provinces until 2015 propelled Canada’s 
post-recession income gains. Relative to their 22% share of 
national output in 2010, they sourced 37% of Canada’s 
subsequent rise in real GDP through 2014, and with only a 16½% 
share of national employment, they generated 29% of Canada’s 
job creation (middle chart). Their estimated compensation per 
employee In 2014 led the other provinces, averaging almost 
$75,700 in Alberta, $60,400 in Newfoundland and Labrador and 
$56,000 in Saskatchewan, compared with $55,800 in Ontario and 
$47,500 in Quebec. In Alberta, in particular, labour shortages 
have pushed its average weekly earnings above the other 
provinces’ in almost every industry (bottom chart).  

Second, wage growth in central Canada and the Maritimes 
through 2016 is expected to pick up, but at a moderate pace by 
Alberta’s standards. Benefits from low energy prices, a 
strengthening U.S. economy and a soft Canadian dollar vis-à-vis 
the US dollar are likely to be gradual in a range of industries 
facing intense global competition. Among the factors complicating 
Canada’s wage prospects  is how quickly net interprovincial 
migration to Alberta will slow, expanding the work force available 
in the non-oil producing provinces. A final factor dampening 
Canada’s wage growth over the next two years is ongoing public-
sector compensation restraint, stepped up as the three oil-
producing provinces grapple with weaker bottom lines in their 
Budgets. As of 2010, public-sector settlements have averaged 
well below 2.0%, after exceeding the private-sector every year 
from 2000 to 2009 except 2004-05.  

PROVINCES 

1Estimates for 2014 reflect the year-over-year change for January to November.   

 

Mary Webb 416.866.4202 
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Improving Economic Conditions Amid Heightened Financial Market Volatility 

The Mexican economic outlook remains promising on the back of underlying strength of the US economy (Mexico’s 
primary trading and investment partner) and the ongoing process of structural reforms. The business and monetary 
cycles in the US are key drivers of foreign investor sentiment towards Mexico. The combined effect of a weaker 
Mexican peso and improved US economic conditions (labour markets and household finances) bodes well for the 
export sector, particularly the automotive industry. The oil price shock unveiled the structural dependence on oil-
related fiscal revenue, prompting the government to execute a budget cut equivalent to 0.7% of GDP. Investment 
plans linked to the energy sector will likely be revisited in line with oil market developments. Overall, we project that 
real GDP will expand by 2.8% this year following an estimated growth rate of 2.1% in 2014. 

The inflation environment remains in manageable territory due to the 
combined impact of reduced energy costs and weaker domestic 
demand; we anticipate lower price pressures in the months ahead, in 
line with the permanent official target range of 3% +/- 1% (see graph 
on Mexican Monetary & Inflation Trends). Headline inflation sharply 
declined to 3.1% y/y in January, down from 4.3% y/y last October. In 
light of price stabilization gains and a still fragile recovery, Banco de 
México opted for an accommodative monetary policy by keeping its 
policy rate at 3% since June 2014. The authorities stress that risks of 
weaker economic activity remain in place. 

Fiscal soundness remains a major policy priority despite a highly 
volatile global financial market context and lingering uncertainties 
regarding the timing and speed of monetary policy normalization in 
the US. The tax reform introduced last year and the reduction in 
public sector expenditures as a result of oil price adjustments will 
place fiscal accounts on a sustainable path; the overall public sector 
deficit will average 4% in 2015. The balance of payments may gradually improve due to a weaker peso and 
rising US import demand; the current account deficit will likely average 2.5% of GDP in 2015-16. 

The Mexican peso (MXN) entered a phase of consolidation, following 
the sustained depreciation that occurred between June 2014 and 
January 2015. However, we estimate that the peso offers limited 
revaluation potential in the months to come. The most critical factors 
shaping the near-term value of the MXN include: the broad-based 
move in favour of US dollar (USD) assets (see graph on Currency 
Market Trends); the prolonged near-zero interest rate environment in 
the United States and other relevant financial markets around the 
world, which inject an attractive “carry-trade” premium into Mexican 
debt securities; recovery dynamics in energy markets following the 
sharp adjustment in oil prices; and advances in the process of 
structural reforms to key sectors of the Mexican economy. 

Mexico offers one of the most developed and transparent local-
currency fixed-income securities markets within the developing 
world. Despite several bouts of heightened global risk aversion, peso
-denominated Mexican bonds remain an attractive high-yield 
investment-grade North American asset to emerging-market investors and hedge funds around the world. The 
10-year Mexico-US sovereign debt spread, which peaked at 412 basis points (bps) in mid-December, has 
averaged 360 bps over the past six months. Nevertheless, the vast foreign holdings of Mexican debt securities 
represent both a symbol of strength (investor appeal) and manageable risk (if sudden shifts in US monetary 
policy prompt repatriation outflows).  

 

Pablo Bréard 416.862.3876 
pablo.breard@scotiabank.com 
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Addressing The Eurozone’s Debt Sustainability 

 The high profile standoff between Greece and its EU counterparts over the terms of its third bailout has 
brought forth the question of debt sustainability in the Eurozone. Before heading to the EU Finance 
Ministers’ meeting on February 11th, Greek Finance Minister Yanis Varoufakis pointed out that, not only 
Greek, but also Italian debt is unsustainable. This comment has made it important to assess the broader 
debt dynamics in the Eurozone to determine if the Greek case is just the tree that hides the forest! 

Debt sustainability, the ECB is partly doing the job! 

 While the ECB’s mandate is strictly price stability, it could be argued that its monetary policy measures have 
helped keep Eurozone debt loads from spiralling further out of control.   

 The government debt-to-GDP dynamic is linked to three factors; the primary budget balance (budget deficit - 
interest payments), nominal GDP growth (potential growth + inflation) and interest rates on debt. If nominal 
GDP growth is equal to interest rates, then a primary budget balance of zero is all that is needed to stabilize 
a country’s debt load.  

 This is exactly what the ECB’s monetary policy has done 
over the past few years, with the Eurozone’s average 7Yr 
interest rate (which is roughly the region’s average debt 
maturity) very closely matching its nominal GDP growth 
trajectory. However, given that the Eurozone’s primary 
budget balance has been in deficit territory since 2009, 
the currency bloc’s debt-to-GDP ratio has risen from 
roughly 70% of GDP in 2008 to nearly 95% in 2014. 
Looking ahead, with the EU Commission projecting a 
primary budget surplus of +0.4% of GDP this year and 
0.6% in 2016, debt-to-GDP in the Eurozone will begin to 
gradually move down. The ECB’s QE program will bolster 
this effect by pushing interest rates down and inflation 
expectations up, ultimately leading to a more sustainable reduction in the region’s debt levels.  

Will Regional Discrepancies Present Arbitrage Opportunities?  

 While at the regional level, the picture is encouraging, a 
cross country analysis is necessary to determine the 
underlying strength of this dynamic. Indeed, Eurozone 
members will continue to face widely diverging primary 
budget balances and potential growth estimates in the 
years ahead.   

 In the following chart, we have plotted each country’s 
primary budget balance and potential growth relative to 
the Eurozone average. In 2015, for the Eurozone as a 
whole, the potential growth rate is seen at 0.6% and the 
primary balance is at +0.4% of GDP. So, every country 
above the Eurozone average benefits from both positive 
potential growth and a primary budget balance. 

 Each quadrant number represents: 

 1) Best positioned countries: Debt is sustainable. Given the low interest rate environment, debt-to-
GDP is likely to decline over the coming years. 

  Frédéric Prêtet 00.33.17037.7705 
frederic.pretet@scotiabank.com  
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 2) Worst positioned countries: Potential growth is still too low and the primary budget deficit will 
make debt stabilization highly unlikely without both fiscal consolidation and structural reforms.  

 3) High primary budget balance but low potential growth: Structural reforms are needed. 

 4) High potential growth but low primary balance: Further fiscal consolidation is needed.  

 In Greece’s case, the current bailout negotiations focus on the trade-off between the primary budget 
balance and potential growth. The new Greek government has requested that the EU lower its primary 
budget surplus from +4.0% to +1.5% in an attempt to give the Syriza party some room to implement pro-
growth policies. However, other EU member states are unlikely to concede unless Greece commits to its 
bailout agreement’s structural reforms aimed at boosting potential growth, which is doubtful at this stage 
given that Syriza is only ready to implement 70% of the agreed program. 

Debt Trends In Key Eurozone Countries 

 Assumptions underlying our Eurozone debt-to-GDP projections: We extend out the EU Commission’s 2016 
primary balance & potential growth forecasts from its Winter 2015 European Economic Forecast report. 
Inflation projections are based on the inflation swap curve and 7Yr interest rates are held at current levels.  

 Main conclusions are: 

 The Eurozone debt-to-GDP ratio is roughly at its peak and should gradually move down. However, 
this largely reflects the underlying improvement in Germany. By the end of the decade, German 
debt-to-GDP is forecast to be back below the 60% Maastricht criteria. This gives Germany ample 
room to increase spending in order to support the Eurozone recovery, which its EU counterparts 
will continue to argue for. This debt reduction could lead to lower liquidity for German bonds in the 
fixed income market, which transpired in the US in the late 90’s.   

 For Italy, contrary to the comment made by the Greek Finance Minister, at this stage (meaning low 
interest rates), Italian debt could be sustainable thanks to its very high primary budget balance.  

 For France, the debt profile could soon stabilize, although slightly above the 100% mark as 
recently suggested by the French High Accounting Court (la court des Comptes). 

 For Spain, more adjustments 
are needed, which means the 
government will have to stick 
with its rigorous structural 
reforms and fiscal 
retrenchment programs. With 
a general election in Spain 
looming and popular support 
for the left-wing populist party 
“Podemos” rising, Spain 
could be the next to request 
concessions with its EU 
partners following the Greece 
debate.   

Frédéric Prêtet 00.33.17037.7705 
frederic.pretet@scotiabank.com  
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Renminbi: Down But Definitely Not Out  

 We believe short term weakness in CNY is a historically consistent policy decision, driven by speed 
of CNY real effective exchange rate (REER) gain, not direction.  

 Currency fundamentals and indications of valuation suggest little structural depreciatory pressure, 
despite hot money outflow concern. 

 Economic restructuring goals mean growth ‘beta’ to CNY weakness less than in the past, and to be 
lesser over time.  

 World is implicitly massive ‘underweight’ China, with longer term net capital inflows likely to be a 
sustained trend for some time.  

China is well on the top of mind of markets these days, on account of the recent spate of very notable data which 
has included yet another record monthly trade surplus, combined with the lowest Y/Y print on headline Chinese 
inflation since late 2009.  In addition, the rapid depreciation in the currencies of China’s major trading partners 
over the past six months, including significant weakness in Emerging Market (EM) Asian and major developed 
economy currencies, has meant a very substantial and rapid appreciation in China’s real effective exchange rate, 
by nearly 11% since May through December of 2014. The market has taken this with a not-unjustified degree of 
concern, and given the growth momentum loss in China’s economy and the perception of financial risks, there is 
increased market uncertainty with respect to the renminbi’s direction in the medium to longer term.  

Indeed, with spot USDCNY trading up to levels close to the highs of 2014, market sentiment has shifted 
significantly in terms of USDCNY views. Bloomberg consensus has moved from an end of year 2015 forecast of 
6.00 in November to 6.15 currently (2.5% revision higher). We have also adjusted our year-end forecast to 6.10, 
from the previous 5.98 (a 2% revision higher), but still hold a constructive medium to longer term fundamental 
view on CNY, despite the risk of further near term upside in USDCNY. While a modicum of weakness in the near 
term may be in the pipeline, highly dependent on the trajectory of EUR, JPY and key Asian trading partners, we 
think it’s important to keep one’s eye on the fundamentals for longer term positioning, and still see currency 
fundamentals and arguments of a political-economic nature as suggestive of longer term gains.  

Short Term Dynamics — Deviations Around the Trend 

On a fundamental macro basis, the best justification for a less constructive short term view on CNY is related to 
the rapid acceleration in the pace of real appreciation in the currency. From this point of view, the pace of CNY 
appreciation has been most rapid of all EM Asia 
since June of last year, at nearly 11% (or 22% 
annualized), essentially double the next two most 
rapidly appreciating EM Asian currencies in PHP 
and THB.  Certainly this pace is not 
unprecedented for China, as it underwent a 
similar pace of exchange rate appreciation (in 
the real sense) from 1994 through mid-1998. The 
average trend since the mid-2000’s has been 
much more reasonable at 3.5% - 4% annualized.  
We note that in nominal terms versus the USD, 
CNY has actually outperformed the rest of Asia 
since the start of June, and has depreciated by 
only a very minor (EM Asia beating) -1.5% vs. 
the USD since end of October.  This places 
some degree of context around the appreciation 
of the past few months.  

Interestingly, since Q2 2009 when Chinese trade 
began to recover from the post financial crisis 

 Sacha Tihanyi 852.6117.6070 
sacha.tihanyi@scotiabank.com 
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contraction, the CNY REER had been appreciating by 5.4% Y/Y on trend average up to January of 2014, when 
China engineered a ‘squeeze’ higher in USDCNY (against speculative positioning in onshore and offshore 
markets, as a precursor to exchange rate reform).  When taking into account the recent rapid appreciation along 
with this engineered 2014 first-half depreciation, the average trend pace of real appreciation over the past year 
is actually much lower at 4.3%, and closer to the longer term average than the 11% six-month rate.  

While this seems like a minor point, if we put ourselves into the mindset of China’s economic policymakers, who 
likely take a view of multiple months if not quarters when executing monetary policy, then the policy implications 
of the rapid appreciation of the past six months must be taken in a context along with the depreciation in H1 of 
last year.  Given the currency policy is an extension of monetary policy, particularly in emerging markets, we take 
the longer term REER trend as the expression of a policy setting, though not a formal rule, to which policymakers 
loosely adhere to in striving towards monetary objectives.  Assuming that the 10-year average trend is a (‘naïve’ 
in the technical sense) proxy for the longer term policy intention, we see definite justification for the recent 
weakness in spot CNY vs. the USD.  Historically speaking, past severe deviations from trend are typically met 
with an adjustment in spot CNY behavior vs. the USD. We expect this is what is occurring currently.  

With this thesis, the question then becomes, should China be changing its policy stance vis-à-vis the currency in 
a substantial longer term fashion, or is this just a short term phenomenon, as during the financial crisis and early 
2014? To answer we appeal to currency fundamental arguments and arguments of political economy nature.   

We have one further point to make to put the near term fluctuations into a real economic perspective, which 
matters most for policy, and thus USDCNY trading direction.  The market is highly attuned to the rapid CNY real 
appreciation in the past six months and what it may mean for policy makers. However, when looking at currency 
performance from January 2014 through the current period on an REER basis, IDR, PHP, INR, and THB have all 
appreciated by more than CNY. Thus, reference points matter and shorter time references can obscure the 
medium to longer term trend and policy intention.  Our view is that the past year in whole can be taken as an 
indication of the resolve to maintain a constant FX policy on a real effective basis though ensuring that deviations 
around the trend are not too pronounced. It is also important to keep in mind that China allowed the rapid 
appreciation (from well below the longstanding trend) to play out for a few months before allowing USDCNY to 
move higher. Why tolerate this rapid appreciation for multiple months? We feel that it is, in fact, most likely 
because it followed a period of rapid real depreciation, and the allowance of appreciation brought CNY closer to 
the long term real trend. This was probably the case until the end of October when JPY rapidly depreciated 
following the unexpected Bank of Japan policy decision, the impact of which was magnified on the CNY REER by 
the subsequent acceleration of the EUR selloff in mid-December.  Indeed, it was by early November that Asia ex-
Japan began to weaken off significantly in light of the Japanese (and later ECB) policy move.  

We believe that in the short term USDCNY can move higher should we see rapid moves in other key currencies 
for China. The increased flexibility allowed by China in trading reinforces this, increased flexibility made obvious 
by anecdote and by the drop in China’s FX reserves since June of last year (likely substantially on valuation 
effects, reinforced by little additional FX accumulation). From a short-term perspective, the move higher in 
USDCNY should exhaust itself, with longs reinforced by our fundamental arguments (below). The negative carry 
in being long USDCNY should become a more binding constraint, gaining greater traction once the market’s 
expectation for CNY depreciation subsides and worsens the perceived risk/reward tradeoff of being long 
USDCNY over longer time periods.   

An Argument for a Constructive CNY Outlook: Currency Fundamentals  

There are varying opinions as to what the theoretically justified value of the renminbi is (against the USD or 
otherwise), and methods through which these valuations are estimated have pros and cons, all of which are 
debatable in terms of accuracy or suitability because of their theoretical nature.  However, taking the key 
fundamental of China’s current account surplus as indication, there remains a solid fundamental case to be 
made for medium term appreciation.  

 Sacha Tihanyi 852.6117.6070 
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In its 2014 Pilot External Sector Report (looking 
at the end of year 2013), the IMF assessed that 
China’s current account surplus reflects an 
estimated gap of around 1% - 3% (with error) of 
GDP higher than it should be (relative to cyclically 
adjusted norm of 1.6%). This gap was attributed 
to social spending (or lack thereof) as well as 
reserves accumulation. The currency was 
assessed to be undervalued by somewhere in the 
realm of 4%-12%. Given the 6.2% appreciation 
since then, one may be tempted to think that the 
valuation gap has been closed if one takes the 
lower end of that IMF estimate of the 
undervaluation. However these matters are not 
static, and the decline in domestic demand 
(impacting imports) has pressured the current 
account surplus higher, as savings rates have not 
come down in line with investment. This means 
that undervaluation metrics may not have 
changed as much as the real effective exchange 
rate appreciation implies in isolation.  

Whether one considers this undervalued by a substantial amount is, in our view, immaterial. The existence of a 
widening nominal surplus (in concert with the IMF assessment) and expected expansion in the current account 
to what will likely be 2.5% - 3% of GDP (or more if current trends persist), speaks to at the very least, tolerability 
of the appreciation in the CNY REER, and more aptly the fundamental appreciatory pressures still in play.  
Indeed, so long as the current account surplus, which by definition is national savings less national investment, 
continues to be driven by the de-emphasis of investment as a growth driver and consumption fails to pick up to 
offset the reduction in national savings, currency fundamentals remain bullish for CNY. 

Capital outflows, hidden or otherwise, remain a risk of course as flows across the ‘other investment’ category 
have trended negative, as have ‘net errors and omissions’. The risk that so-called hot money or hidden capital 
outflow hampers CNY on a sustained basis is perhaps not as extreme as it seems (as reflected in the financial 
press) when placed in the context of other supportive inflows. For instance if one thought that all net errors and 
omissions (which are suspiciously trending higher with persistence over time) consisted solely of hot money 
outflows, then they are dwarfed by official portfolio and direct investment net inflows. The ‘other investment’ 
component of the balance of payments is large and volatile, but has typically been offset by the more stable sum 
of current account, portfolio and direct investment net inflows, such that the overall balance of payments on a 4-
quarter moving average basis remains in surplus having run a tiny deficit in Q3 of last year.  It is impossible to 
pin down exactly, but it may be the case that a significant proportion of outflows not officially captured are 
related to anti-corruption measures by the government, and thus are of a temporary nature. Portfolio flows, that 
have been increasing significantly of late, are likely to continue to do so in the future (see comments further 
below in our global asset allocation argument).  

Thus looking past short term weakness against the USD, driven by the drop in major trading partners’ currencies 
vs. CNY, China is likely to tolerate REER appreciation for the medium term, considering the external surplus, 
though the recent speed has obviously been a bit too much too quickly. In addition, ‘hot money outflows’ are 
unlikely to be sustained in an economy still growing very rapidly with still significant return potential. 

 Sacha Tihanyi 852.6117.6070 
sacha.tihanyi@scotiabank.com 
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The Political Economy Argument 

Chinese growth has decelerated back to (or below) pre-
WTO levels, and is implementing a new growth model 
de-emphasizing net export and investment-driven 
growth.  Financial market development, some of which 
we have seen with minor reforms to interest rates and 
exchange rate flexibility, as well as access to onshore 
equities via the Shanghai-HK link, is moving in line 
with structural economic reform. Macro-financial 
stability, and as a corollary price stability, remains a 
key concern for China. In this way, the PBoC’s 
message has consistently been the pursuit of 
exchange rate stability (not meaning a fixed rate) 
consistent with economic fundamentals. To us this 
suggests mild trend appreciation. This will continue to 
hold as important during this difficult period of 
economic transition and growth momentum loss.  An 
explicit shift in policy to one of desired trend 
depreciation would certainly serve to undermine 
financial stability (via hot money outflow), without 
serving to engender any real boost to growth. Not only is 
the ‘delta’ of exports to CNY depreciation likely to be muted relative to the past, and will become more muted as 
China moves up the value-added chain, but the economic gains to be achieved from pursuing an exchange rate 
policy counter to one’s medium to longer term economic restructuring plan is unlikely to be relevant enough or 
outweigh the potential negative macro-financial implications.  In this way, CNY cannot be viewed with the same 
analytical eye as one views KRW or JPY in terms of the impact of exports on growth via currency weakness.  

There is also the issue of China’s efforts to internationalize the renminbi by popularizing it for trade settlement and 
improving its feasibility as a true global reserve currency. We have seen in the case of the euro, via the IMF COFER 
data, what happens to reserve manager allocations to a currency when a central bank outright pursues a policy that 
is in contradiction with FX appreciation in the euro. If the market were to perceive a significant trend shift in the policy 
intention towards the renminbi to trend depreciation, it would hinder significantly China’s efforts to push the renminbi 
forward along the internationalization agenda.  The path for CNY necessitated by China’s policy goals for the 
renminbi is one of relatively stable and steady appreciation.  While the market has focused heavily on nominal CNY 
weakness vs. the USD in recent months, it bears reiterating how minor this weakness has been has been in the 
scope of other EM Asian currencies, and how low volatility USDCNY is on a relative basis.  

The Global Asset Allocation Argument 

Due to China’s capital account not being fully open, and the infancy of the offshore renminbi as a vehicle currency 
for asset managers and central banks, the world is implicitly ‘underweight’ China.  Indeed, net international 
portfolio liabilities of China to “the world” sat at a paltry 4% of GDP as at the end of 2013. This compares with 
over 80% in the US, and between 40% and 60% in other EM Asian countries. Even India outweighs China on this 
front at 9% of GDP.  For the size and scale of its economy, and size to be realized going forward, the world is 
very underexposed China via portfolio debt and equity investment. We see the gradual opening of China’s capital 
account, and reform of currency and interest rate markets, as bringing incrementally more and more money flow 
into China, including flows from reserve managers. There is certain to be a small but rapidly growing component 
in the IMF’s COFER data allocated to ‘other’ reserves that is accounted for by the renminbi.  These yet-unrealized 
flows would be significant, as bringing China up to even 30% of GDP, would take around $2.5 trillion of inflows at 
current exchange rates and 2014 GDP.  This number is substantial and represents close to 30 times estimated 
2014 aggregate net portfolio inflows.  This will, of course, be a longer term process, contingent on the pace of 

 Sacha Tihanyi 852.6117.6070 
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reform in China. However it is certain that the 
world’s asset and reserve managers will on the 
margin be clamoring for incrementally greater 
exposure to Chinese assets / renminbi as the door is 
slowly opened.  

Where From Here? 

It is our view that we remain in a broadly bullish 
USD environment (see Scotiabank February 2015 
Foreign Exchange Outlook), and Scotiabank sees 
EUR and JPY remaining under pressure.  However, 
the moves that have happened since June, the 
period from which China experienced an extremely 
rapid REER appreciation, are unlikely to be 
repeated. EUR has fallen near 16% against the 
USD since mid-June, or approximately 20 –21 big 
figures, while JPY fell near 17% or around 17 big 
figures. The house view is for EUR to shed another 8% over the coming 10 to 11 months, and JPY to lose 
another 5% over that same time period, a much more restrained pace of depreciation relative to what we’ve 
seen. This should ease the pace of CNY REER appreciation significantly if realized, and pave the way for stable 
nominal appreciation vs. the USD towards our end-of-year target of 6.10, which represents 2.2% appreciation 
from spot over the next 10 to 11 months.  

The market is pricing in not insignificant risk that 
USDCNY moves higher, as options market skew 
sits at post-financial crisis highs, and overall vol 
remains elevated. This reflects in our view, one of 
the key near term risks for the pair; a band 
widening. However, we will note that it is highly 
unlikely that policy makers elect to enact a 
widening at a point in time where spot is trading so 
close to the upper end of the trading band, as it 
would suggest fairly immediate depreciatory 
pressures on CNY, and risk exacerbating any so-
called hot money outflows currently at play.  
Instead we suspect that the next band-widening 
would come when spot and the fix are more in line, 
as was the case last year.  

One final note on the fixing itself. It is possible that 
China eventually introduces a reform to the fixing 
mechanism, making it more ‘market-based’, and this 
may or may not come before another band widening. 
Until then, it is important to recognize that the central parity fixing represents the onshore authorities’ policy intention 
and constitutes an anchor for spot USDCNY trading.  In this way, we see that the weakness in spot has driven 
USDCNY to the top end of the daily trading band while the fix has been kept relatively stable and sits still well below 
the average of the past twelve months at 6.1452, despite spot trading at levels well above the past year’s average 
spot rate of 6.1833. This indicates that during this period of upside pressure on USDCNY, the stance of the fix has 
been one of stability enhancement, and speaks to the desire to cap sharp and rapid weakness in CNY. This, 
combined with positive carry in CNY, should help to anchor shorter term trading volatility and restrain the concerns 
of a policy shift towards a sustained trend CNY depreciation in nominal or real terms.  
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The world is implicitly underweight China….this will change 
slowly over time (or as fast as China allows).   
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Latin America Week Ahead: For The Week Of February 16 - 20 

Week-ahead highlights: 

This week we have several holidays taking place in the US, China and Brazil, so activity may be somewhat 
calmer, although it is still worth bearing in mind the scheduled continuing negotiations between the European 
powers and Greece. In addition, the US data pipeline is quite shallow, although the pipeline in LATAM 
contains a number of important events, including Colombia’s monetary policy meeting, and Banxico’s Inflation 
Report. It is also worth keeping an eye on Brazil for potential guidance on additional fiscal adjustments, and 
the potential announcement of economic stimulus measures. Outside of the events calendar, its worth 
highlighting that the IMF presented an interesting paper discussing energy subsidies in LATAM and the 
Caribbean (“Energy Subsidies in Latin America and the Caribbean: Stocktaking and Policy Challenges”; G. Di 
Bella, L. Norton, J. Ntamatungiro, S. Ogawa, I. Samke, M. Santoro; February 2015; IMF). The report has 
interesting data on what share of GDP each of LATAM’s economies dedicates to energy subsidies (top 5 are: 
Venezuela 8.9% of GDP, Ecuador 7.5% of GDP,  Bolivia 6.2% of GDP, Argentina 3.9% of GDP, Guyana  
3.0% of GDP, and Haiti 2.9% of GDP — led by important energy producers), as well as a good summary of 
how the subsidies work in each country.  The other interesting paper the IMF published attempts to estimate 
what impact the US oil & gas boom has had on employment and investment, which may be particularly 
relevant for understanding what the impact on the other side of the coin from lower gasoline prices might be 
(see “Employment impacts of upstream oil and gas investments in the United States”; M. Agerton, P. Hartley, 
K. Medlock III, T. Temzelides; IMf February 2015). 

Week-ahead views: 

Brazil (BRL): This looks set to be a very quiet week in Brazil, as Carnival takes its toll on local activity. 
However, local media have flagged that President Rousseff will announce measures to re-activate the 
economy and combat corruption after Carnival’s end, which will be worth watching out for. In addition, there is 
also local talk that additional fiscal austerity measures are set to be announced shortly, so these are worth 
looking out for as well. Brazil’s stagflation environment is widely expected / priced in our view, but there 
is still a large degree of uncertainty over the extent of the BCB’s required rate hike cycle. Our sense is that so 
far the BCB has been chasing expectations rather than getting ahead of them, which has resulted in a 
constant upwards adjustment of the top of the expected hiking cycle. One interesting possibility is that 
Director Awazu’s recent hawkish message was an indication that the BCB will re-accelerate its hiking 
pace to +50bps moves in order to get ahead of expectations. 

Chile (CLP): Yesterday, the BCCh left rates unchanged, as very widely expected.  The statement was 
extremely neutral in our view, although if anything there seemed to be a marginal bias towards increased 
vigilance on the inflation front. The main points include: 

 The board’s evaluation of the external environment was almost dismissive, limiting the evaluation to 
highlighting easing by Eurozone economies, and a handful of additional Developed Markets (DM), 
mentioning that most commodity prices rose, but copper was flat, and stating that financial conditions in 
Emerging Markets (EM) were roughly unchanged, even as the USD appreciated. We took the 
assessment of the external environment as “neutral to the point of boringness”.  

 On the domestic front, economic activity was described as evolving in line with board expectations, but on 
the inflation front the board did highlight a recent inflation upswing surprise, with particular focus on core 
inflation’s rise. However, the board also said expectations remain firmly anchored and “on target”. 

We took the statement as very neutral. Regarding CLP, although we believe that its long-term trend is towards 
weakening, we see some room for it to outperform PEN and BRL. 

Colombia (COP): This week is a heavy one in terms of Colombian tier-1 events.  BanRep’s MPC meeting will 
likely be an important focus, although the board’s quite explicitly neutral tone, along with a consensus where 
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all 12 of Bloomberg‘s surveyed economists expect no change takes away some of its relevance. However, we 
also have BanRep’s economist survey in the pipeline, along with retail sales, industrial production, and 
exports, imports, and trade balance data. 

Mexico (MXN): Banxico’s minutes showed that the board’s decision was unanimous. More importantly, our 
sense is that the minutes’ tone is very consistent with the reaction markets had to the statement (i.e. tying the 
Mexican rates timing to the US based on the “relative conditions to the Fed argument”, as well as 
developments in the FX rate and inflation), which was to price in the next move as a hike. However, one 
element of the market’s reaction we still disagree with is the speed of the hiking cycle that TIIE is pricing 
in, with the 100bps of hikes over the next 12 months that local rates are pricing being 50bps too many 
in our view (our best guess of the timing of rate hikes is +25bps in July — subject to a June hike by 
the Fed, and +25bps in October). The minutes highlights include: 

 Banxico believes that the evolution of global risks has been towards a deterioration to the growth outlook 
(although differentiated between countries), and an improvement on the global inflation front. 

 On the domestic front, the board believes that the inflation risk outlook has improved (this seems 
consistent with the more consensus tone we noted in the latest talk from Deputy Governor Sanchez, who 
had in the past been somewhat of dissenting hawk). 

 The board seemed to be quite constructive on the outlook for the US, although the risks from a stronger 
USD were acknowledged. 

 Banxico repeatedly echoed the need for EMs to strengthen buffers ahead of the US tightening kick
-off, which is consistent with our view that “differentiation from EM weak-links” will remain a 
priority for economic policy. 

 Banxico explicitly said that the Mexico must improve its fiscal stance in order to differentiate itself 
from weaker links. This discussion also highlighted the impact that a negative investor appetite 
shock could have on the economy, highlighting the importance of sticking to the country’s long-
term fiscal targets. However, Banxico also stressed the importance that fiscal adjustment must 
focus on current, rather than capital spending. 

 The board appears to have strongly debated what impact diverging monetary policy in DMs would have 
on the Mexican economy, but we didn’t perceive there was a conclusive / unanimous opinion on what the 
impact would be. 

 In the EM space, Banxico is particularly concerned over the outlook for: Russia, China, Brazil and 
Indonesia. 

 On the domestic economic front, the slow recovery is seen to be “on pace”, although investment is only 
improving gradually, and led by residential construction. The improvement in the “more timely” measures 
of domestic demand (i.e., ANTAD data) is seen as encouraging.  

 One board member highlighted some risks that the tightening conditions in the formal labour market could 
lead to some wage pressures. 

 Interestingly, the discussion of the labour market conditions led into a discussion of the output 
gap and where potential lies, which seemed to have “hawkish implications” as, on one hand, the 
board saw risks that structural unemployment may now be higher, but also that the decline in oil 
prices may hurt investment, and thus lead to slower increase in potential. 

 Some board members — although not the majority — saw a deterioration of risks for Mexican 
growth (our sense is it was 2), but the majority seemed to see the gradual rebound as “on track”. 
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Interesting information on the outlook for monetary policy, as well as how Banxico sees the economy evolving 
should come from this week’s Inflation Report presentation, where we hope to get an updated outlook for the 
economy, as well as more information on how Banxico believes that fiscal tightening will affect the economy. 
The minutes had some information on this front, which included a re-iteration of the view that rebuilding 
economic buffers was a priority, as losing investor confidence would likely be more costly for the economy 
than implementing fiscal / monetary tightening.  

On the Energy Reform front, Bloomberg reported that the Energy Ministry is studying the possibility of moving 
up the bidding for “deep water” projects to April (previously May), but delaying “non-conventional” projects 
(including the Chicontepec region) due to the current low price environment. In addition, local media (El 
Financiero) reported that the Energy Ministry is studying between 8 and 10 oil blocks for the second stage of 
the “Round 1”, with details expected to be released later this month. 

Peru (PEN): In line with consensus, but contrary to our “low conviction” expectation, the BCRP left rates 
unchanged last night with above-target inflation serving to keep the board from deciding to cut rates. However, 
the bias of monetary policy continues to be towards additional easing (the statement said “the Board remains 
attentive to inflation projections and its determinants to consider, if necessary, additional easing measures”). 
The board remains concerned with weak economic activity, and continues to highlight below-potential growth. 
In addition, it reiterated that inflation expectations remain within its target range. Our sense is that if inflation 
continues to fall (it is currently 7bps above the BCRP’s target range-top), and PEN is not in the middle of a 
sharp depreciation, the board is likely to cut rates at its March 12th meeting, although next week’s 
unemployment and economic activity releases are still worth watching for potential surprises that suggest 
activity is picking up faster than expected (consensus looks for December growth of +0.5% y/y — so it would 
need to be a large surprise). 

Eduardo Suárez 416.945.4538 
eduardo.suarez@scotiabank.com 

 

http://www.elfinanciero.com.mx/economia/sener-analiza-entre-y-10-bloques-para-la-segunda-convocatoria-de-ronda-uno.html
http://www.bcrp.gob.pe/docs/Transparencia/Notas-Informativas/2015/nota-informativa-2015-02-12-5AnBOovUyq12Ll0xpqFSf6plkJKCJu78.pdf


Economics 

Global Views 
  

February 13, 2015 

17 

 

  

 

Key Data Preview  

UNITED STATES 

Industrial production is coming off a weak December (-0.1% 
m/m) that followed a very strong November (+1.3% m/m) so 
even a flat number in January would suggest strength in the 
sector.  Vehicle production was likely flat on the month, 
according to our industry economist Carlos Gomes, at around 
11.8 million which will limit upside, but we could see some give
-back in utilities which fell strongly in December and tends to 
mean-revert. We’re anticipating a fairly modest 0.2% m/m 
print.  

We are looking for a moderate decline in housing starts to 
level off around 1.05 million annualized, down slightly from 
1.089 million in December as the overall level of building 
permit issuance continues to suggest good but not great levels 
of U.S. residential construction. 

CANADA 

Canadian retail sales should be modestly weaker, dragged 
down by the 12% drop in the average pump price of gasoline 
between November and December. Sales at new car dealers 
could be weak as our industry economist Carlos Gomes thinks 
that vehicle sales fell in December by about 2% m/m in 
seasonally adjusted terms (note that car dealers sell more 
than just new cars though — and these numbers have a 
tendency to confound expectations based on car sales). All in 
all, we anticipate a modest -0.3% m/m retail sales decline for 
Canada, with sales ex-autos down by a steeper -0.5 % m/m 
due to the oil price drop. Note that we may revise our view 
once we have seen the Survey of Large Retailers early next 
week.  
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Frances Donald 416.862.3080 
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… continued from previous page 

EUROPE 

French inflation figures for January will be released on February 19th. The headline inflation print is expected 
to moderate to -0.3% y/y from 0.1% in December. This largely reflects lower oil prices, with the -5.5% decline 
in fuel prices expected to push the energy component down to around -2.8% m/m in January, despite a 1.8% 
m/m rise in gas tariffs. Also, we cannot exclude the risk of another downside surprise from food prices, which 
have proved much weaker than expected in both the November & December reports. However, given the 
colder temperature, an uptick in food prices cannot be ruled out. Beyond this, the potential base effect linked 
to last year’s VAT rate hike could add some further volatility, though, we believe the pass-through will likely be 
limited. As a result, core inflation in France is forecast to remain stable at 0.7% y/y, although lower rent prices 
could result in slight moderation in service prices to 1.5% y/y in January from 1.6% in the prior month. Prices 
for manufactured goods should also remain roughly stable at -1.2% y/y.   

LATIN AMERICA 

Colombian industrial production and retail sales for December 
will be released on February 17th. We expect industrial 
production to have remained relatively flat, coming in at around 
0.1% y/y. This is a continuation of general Colombian industrial 
weakness that has persisted since March 2014; low oil prices 
are likely to put downward pressure on industrial output and 
push out any nascent industrial recovery. Retail sales, on the 
other hand, are expected to maintain strong growth momentum 
and come in at around 8% y/y. Domestic retail activity has yet 
to be materially affected by weaker economic activity, but low 
oil prices may eventually trickle down and create headwinds for 
retail sales in 2015. 

ASIA 

Thailand will release fourth quarter GDP data on February 15th 
(EST). The economy has failed to gather any substantial 
momentum in recent quarters, yet we estimate that growth 
picked up in the final months of 2014, reflecting the weak base 
caused by large-scale protests that arose a year earlier and 
adversely impacted economic activity. We estimate that real 
GDP expanded by 2.6% y/y in the fourth quarter of 2014 — up 
from 0.6% y/y in the July-September period — taking economic 
growth to 0.8% in 2014 as a whole. Annual output gains will 
likely pick up to 4% y/y in 2015-16. The recovery will be driven 
by public outlays aimed at large-scale infrastructure projects. 
Furthermore, improving private sector confidence bodes well 
for consumption and investment prospects. The stabilization of 
the political situation helps the tourism industry recover. The 
tourism sector is a major economic driver with tourism receipts 
equivalent to around 10% of the country’s annual output. 
Reflecting the political and social turmoil, the number of visitors 
in 2014 was 7% below year-earlier levels, but signs of a 
rebound emerged in the final months of the year.  
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Key Indicators for the week of February 16 – 20 

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

North America 

Europe 

A3 

Country Date Time Indicator Period BNS Consensus Latest
CA 02/17 08:30 International Securities Transactions (C$ bn) Dec -- -- 4.3
US 02/17 08:30 Empire State Manufacturing Index Feb -- 8.5 10.0
CA 02/17 09:00 Existing Home Sales (m/m) Jan -- -- -5.8
US 02/17 10:00 NAHB Housing Market Index Feb -- 58.0 57.0
US 02/17 16:00 Total Net TIC Flows (US$ bn) Dec -- -- -6.3
US 02/17 16:00 Net Long-term TIC Flows (US$ bn) Dec -- -- 33.5

US 02/18 07:00 MBA Mortgage Applications (w/w) FEB 13 -- -- -9.0
CA 02/18 08:30 Wholesale Trade (m/m) Dec -- 0.3 -0.3
US 02/18 08:30 Building Permits (000s a.r.) Jan -- 1067 1058
US 02/18 08:30 Housing Starts (000s a.r.) Jan 1050 1070 1089
US 02/18 08:30 Housing Starts (m/m) Jan -- -1.7 4.4
US 02/18 08:30 PPI (m/m) Jan -- -0.4 -0.2
US 02/18 08:30 PPI ex. Food & Energy (m/m) Jan -- 0.1 0.3
US 02/18 09:15 Capacity Utilization (%) Jan -- 79.9 79.7
US 02/18 09:15 Industrial Production (m/m) Jan 0.2 0.3 -0.1

US 02/19 08:30 Initial Jobless Claims (000s) FEB 14 -- 290 304
US 02/19 08:30 Continuing Claims (000s) FEB 7 -- 2330 2354
US 02/19 10:00 Leading Indicators (m/m) Jan -- 0.3 0.5
US 02/19 10:00 Philadelphia Fed Index Feb 15.0 9.0 6.3

CA 02/20 08:30 Retail Sales (m/m) Dec -0.3 -0.5 0.4
CA 02/20 08:30 Retail Sales ex. Autos (m/m) Dec -0.5 -0.9 0.7
MX 02/20 09:00 GDP (q/q) 4Q -- 1.0 0.5
MX 02/20 09:00 GDP (y/y) 4Q -- 2.7 2.2
MX 02/20 09:00 Global Economic Indicator IGAE (y/y) Dec -- 3.0 2.0

Country Date Time Indicator Period BNS Consensus Latest
UK 02/17 04:30 CPI (m/m) Jan -0.7 -0.8 0.0
UK 02/17 04:30 CPI (y/y) Jan 0.5 0.4 0.5
UK 02/17 04:30 DCLG House Prices (y/y) Dec -- 9.5 10.0
UK 02/17 04:30 PPI Input (m/m) Jan -- -2.4 -2.4
UK 02/17 04:30 PPI Output (m/m) Jan -- -0.3 -0.3
UK 02/17 04:30 RPI (m/m) Jan -0.5 -0.7 0.2
UK 02/17 04:30 RPI (y/y) Jan 1.4 1.3 1.6
EC 02/17 05:00 ZEW Survey (Economic Sentiment) Feb -- -- 45.2
GE 02/17 05:00 ZEW Survey (Current Situation) Feb -- 30.0 22.4
GE 02/17 05:00 ZEW Survey (Economic Sentiment) Feb 55.0 55.0 48.4

UK 02/18 04:30 Average Weekly Earnings (3-month, y/y) Dec -- 1.7 1.7
UK 02/18 04:30 Employment Change (3M/3M, 000s) Dec -- 50.0 37.0
UK 02/18 04:30 Jobless Claims Change (000s) Jan -- -25.0 -29.7
UK 02/18 04:30 ILO Unemployment Rate (%) Dec 5.8 5.8 5.8
IT 02/18 05:00 Current Account (€ mn) Dec -- -- 3482.1

FR 02/19 02:45 CPI (m/m) Jan -1.0 -1.0 0.1
FR 02/19 02:45 CPI (y/y) Jan -0.3 -0.3 0.1
FR 02/19 02:45 CPI - EU Harmonized (m/m) Jan -1.0 -1.0 0.1
FR 02/19 02:45 CPI - EU Harmonized (y/y) Jan -0.3 -0.3 0.1
EC 02/19 04:00 Current Account (€ bn) Dec -- -- 18.1
EC 02/19 10:00 Consumer Confidence Feb A -7.8 -7.5 -8.5
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Key Indicators for the week of February 16 – 20 

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

A4 

Asia Pacific 

Europe (continued from previous page) 

Country Date Time Indicator Period BNS Consensus Latest
GE 02/20 02:00 Producer Prices (m/m) Jan -- -0.4 0.0
FR 02/20 03:00 Manufacturing PMI Feb P -- 49.6 49.2
FR 02/20 03:00 Services PMI Feb P -- 49.8 49.4
GE 02/20 03:30 Manufacturing PMI Feb P -- 51.5 50.9
GE 02/20 03:30 Services PMI Feb P -- 54.4 54.0
EC 02/20 04:00 Composite PMI Feb P 53.1 53.0 52.6
EC 02/20 04:00 Manufacturing PMI Feb P 51.8 51.5 51.0
EC 02/20 04:00 Services PMI Feb P 51.3 53.0 52.7
UK 02/20 04:30 PSNB ex. Interventions (£ bn) Jan -11.5 -9.0 13.1
UK 02/20 04:30 Public Finances (PSNCR) (£ bn) Jan -- -- 21.4
UK 02/20 04:30 Public Sector Net Borrowing (£ bn) Jan -- -9.3 12.5
UK 02/20 04:30 Retail Sales ex. Auto Fuel (m/m) Jan -0.5 -0.3 0.2
UK 02/20 04:30 Retail Sales with Auto Fuel (m/m) Jan -0.4 -0.2 0.4
IT 02/20 05:00 CPI - EU Harmonized (y/y) Jan F -0.4 -0.4 -0.4

Country Date Time Indicator Period BNS Consensus Latest
IN FEB 12-16 Exports (y/y) Jan -- -- -11.19
IN FEB 12-16 Imports (y/y) Jan -- -- -11.39

CH FEB 14-18 Actual FDI (y/y) Jan -- -- 10.3

NZ 02/15 16:45 Retail Sales Ex Inflation (q/q) 4Q -- 1.3 1.5
JN 02/15 18:50 GDP (q/q) 4Q P 0.9 0.9 -0.5
AU 02/15 19:30 New Motor Vehicle Sales (m/m) Jan -- -- 3.0
TH 02/15 21:30 GDP (y/y) 4Q 2.6 2.0 0.6
TH 02/15 21:30 Annual GDP (y/y) 2014 0.8 0.7 2.9
ID 02/15 23:00 Exports (y/y) Jan -- -4.6 -13.8
ID 02/15 23:00 Imports (y/y) Jan -- -6.0 -6.6
ID 02/15 23:00 Trade Balance (US$ mn) Jan -- 56.3 186.8
JN 02/15 23:30 Capacity Utilization (m/m) Dec -- -- -0.8
JN 02/15 23:30 Industrial Production (y/y) Dec F 0.3 -- 0.3
PH FEB 15-16 Overseas Remittances (y/y) Dec -- 3.4 2.0

IN 02/16 01:30 Monthly Wholesale Prices (y/y) Jan -- 0.1 0.1
TA 02/16 04:00 Real GDP (y/y) 4Q F 3.2 3.2 3.2
SK 02/16 16:00 PPI (y/y) Jan -- -- -2.0
SI 02/16 19:00 Real GDP (y/y) 4Q F 1.7 1.7 1.5
SI 02/16 19:30 Exports (y/y) Jan -- 1.7 2.3
ID FEB 16-17 BI Reference Interest Rate (%) Feb 17 7.75 7.75 7.75
SK FEB 16-17 BoK Base Rate (%) Feb 17 2.00 2.00 2.00

HK 02/17 03:30 Unemployment Rate (%) Jan 3.3 3.3 3.3
AU 02/17 18:00 Conference Board Leading Index (%) Dec -- -- 0.1
MA 02/17 23:00 CPI (y/y) Jan 2.4 1.8 2.7
JN FEB 17-18 BoJ Monetary Base Target (¥ tn) Feb 18 -- 80.0 80.0

NZ 02/18 16:45 Producer Price - Inputs (q/q) 4Q -- -- -1.5
NZ 02/18 16:45 Producer Price - Outputs (q/q) 4Q -- -- -1.1
JN 02/18 18:50 Merchandise Trade Balance (¥ bn) Jan -- -1683.5 -665.2
JN 02/18 18:50 Adjusted Merchandise Trade Balance (¥ bn) Jan -- -599.1 -712.1
JN 02/18 18:50 Merchandise Trade Exports (y/y) Jan -- 13.5 12.8
JN 02/18 18:50 Merchandise Trade Imports (y/y) Jan -- -4.8 1.9
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Key Indicators for the week of February 16 – 20 

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

A5 

Latin America 

Asia Pacific (continued from previous page) 

Country Date Time Indicator Period BNS Consensus Latest
NZ 02/18 19:00 ANZ Consumer Confidence Index Feb -- -- 128.9
JN 02/18 23:30 All Industry Activity Index (m/m) Dec -- -0.2 0.1

JN 02/19 00:00 Coincident Index CI Dec F 110.7 -- 110.7
JN 02/19 00:00 Leading Index CI Dec F 105.2 -- 105.2
JN 02/19 00:30 Nationwide Department Store Sales (y/y) Jan -- -- -1.7
JN 02/19 20:35 Markit/JMMA Manufacturing PMI Feb P -- 52.5 52.2

Country Date Time Indicator Period BNS Consensus Latest
PE 02/16 Economic Activity Index NSA (y/y) Dec -- 0.6 0.3
PE 02/16 Unemployment Rate (%) Jan -- 6.1 5.6

CO 02/17 16:00 Industrial Production (y/y) Dec 0.1 -0.3 -0.9
CO 02/17 16:00 Retail Sales (y/y) Dec 8.0 10.4 8.4

CO 02/19 16:00 Trade Balance (US$ mn) Dec -- -1337.5 -1285.5

CO 02/20 Overnight Lending Rate (%) Feb 20 4.50 4.50 4.50
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Global Auctions for the week of February 16 – 20 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A6 

Country Date Time Event
US 02/17 11:30 U.S. to Sell 3-Month Bills
US 02/17 11:30 U.S. to Sell 6-Month Bills

US 02/18 11:30 U.S. to Sell 4-Week Bills
CA 02/18 12:00 Canada to Sell 5-Year Bonds

US 02/19 13:00 U.S. to Sell 30-Year TIPS

Country Date Time Event
NE 02/16 05:00 Netherlands to Sell Up to EUR2 Bln 71-Day Bills
NE 02/16 05:00 Netherlands to Sell Up to EUR2 Bln 163-Day Bills
BE 02/16 06:00 Belgium cancels auction, selling New OLO75 via syndication
FR 02/16 08:50 France to Sell Bills

SP 02/17 04:30 Spain to Sell 183-Day Bills
SP 02/17 04:30 Spain to Sell 365-Day Bills
EC 02/17 05:10 ECB Main Refinancing Operation Result
SZ 02/17 05:15 Switzerland to Sell 182-Day Bills 

DE 02/18 04:30 Denmark to Sell Bonds
SW 02/18 05:03 Sweden to Sell SEK10 Bln 89-Day Bills
SW 02/18 05:03 Sweden to Sell SEK5 Bln 117-Day Bills
PO 02/18 05:30 Portugal Sells Bills
GE 02/18 05:30 Germany to Sell EUR4 Bln 0.5% 2025 Bonds

SP 02/19 04:30 Spain to Sell Bonds
FR 02/19 04:50 France to Sell 2017 and 2019 Bonds
SW 02/19 05:03 Sweden to Sell SEK500 Mln 0.125% I/L 2019 Bonds
SW 02/19 05:03 Sweden to Sell SEK500 Mln 0.25% I/L 2022 Bonds
FR 02/19 04:50 France to Sell 2025 Bonds

MB 02/20 05:00 Malta to Sell 28-Day Bills
MB 02/20 05:00 Malta to Sell 182-Day Bills
IC 02/20 06:00 Iceland to Sell Bonds
UK 02/20 06:00 U.K. to Sell 1-Month Bills
UK 02/20 06:00 U.K. to Sell 3-Month Bills
UK 02/20 06:00 U.K. to Sell 6-Month Bills

Latin America 

Asia Pacific 

Country Date Time Event
JN 02/16 22:35 Japan to Sell 1-Year Bill
JN 02/16 22:45 Japan to Sell 20-Year Bonds

AU 02/17 19:00 Australia Plans to Sell 2025 Bonds

AU 02/18 18:30 Australia Plans to Sell Bills
JN 02/18 22:35 Japan to Sell 3-Month Bill

JN 02/19 03:00 Japan Auction for Enhanced-Liquidity
AU 02/19 19:00 Australia Plans to Sell 2019 Bonds

Country Date Time Event
BZ 02/19 09:15 Brazil to Sell Bills due 01/01/2019
BZ 02/19 09:15 Brazil to Sell Bills due 07/01/2017
BZ 02/19 09:15 Brazil to Sell Bills due 10/01/2015
BZ 02/19 09:15 Brazil to Sell Fixed-rate bonds due 1/1/2021 
BZ 02/19 09:15 Brazil to Sell Fixed-rate bonds due 1/1/2025 
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Events for the week of February 16 – 20 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A7 

Latin America 

Asia Pacific 

North America 

Country Date Time Event
US 02/17 12:45 Fed's Plosser Speaks on Monetary Policy in Philadelphia

US 02/18 17:00 Fed's Powell Speaks on Regulation in New York

CA 02/19 12:15 Deputy Governor Agathe Côté Speech

Country Date Time Event
GE 02/15 12:00 Germans Vote in State Election in Hamburg

SW 02/16 03:00 Riksbank Governor Ingves Presents Sweden's New Bills and Coins
EC 02/16 09:00 Euro-Area Finance Ministers Meet in Brussels
EC 02/16 11:30 Eurogroup Holds Extra Meeting on Greece in Brussels

EC 02/17 03:00 EU Finance Ministers Hold Meeting in Brussels
SW 02/17 07:00 Sweden PM Loefven Reports Back from European Council Meeting
SZ 02/17 12:00 Swiss National Bank President Jordan Speaks in Brussels
SZ 02/17 12:15 SNB's Jordan Speaks at University of Brussels

SW 02/18 02:00 Swedish inflation expectations published by TNS Sifo Prospera
UK 02/18 04:30 Bank of England Minutes
PO 02/18 06:00 Portugal Reports Monthly Economic Survey
PO 02/18 Portugal's Albuquerque meets Germany's Schauble in Berlin

GE 02/20 German Finance Ministry Publishes January Monthly Report

Country Date Time Event
CO 02/20 Overnight Lending Rate

Country Date Time Event
US FEB 12-15 U.S. Deputy Secretary of State Antony Blinken Travels to Asia

AU 02/16 19:30 RBA February Meeting Minutes
SK FEB 16-17 BoK 7-Day Repo Rate
ID FEB 16-17 Bank Indonesia Reference Rate

NZ 02/17 14:00 RBNZ Governor Wheeler Speaks in Auckland (Not Public)
JN 02/17 22:00 Bank of Japan Policy Statement/Kuroda Press Conference
JN FEB 17-18 BOJ Annual Rise in Monetary Base

NZ 02/18 18:00 Finance Minister English speaks at IPANZ Lunch
AU 02/18 19:30 RBA FX Transactions Market
JN FEB 18-19 Cabinet Office Monthly Economic Report for February

JN 02/19 00:00 Bank of Japan's Monthly Economic Report for February
NZ 02/19 16:00 N.Z. Government 6-Month Financial Statements
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Global Central Bank Watch 

NORTH AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Canada – Overnight Target Rate 0.75 March 4, 2015 0.50 0.50

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

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

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

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

Swiss National Bank – Libor Target Rate -0.75 March 19, 2015 -0.75 --

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

Hungarian National Bank – Base Rate 2.10 February 24, 2015 2.10 2.10

Central Bank of the Republic of Turkey – 1 Wk Repo Rate 7.75 February 24, 2015 7.75 --

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

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

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

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

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

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

Bank of Korea – Bank Rate 2.00 February 17, 2015 2.00 2.00

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

Bank Indonesia – Reference Interest Rate 7.75 February 17, 2015 7.75 7.75

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

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

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

Banco Central de Reserva del Perú – Reference Rate 3.25 March 12, 2015 3.25 3.25

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank – Repo Rate 5.75 March 26, 2015 5.75 --

The Fed will release the minutes from its January policy meeting on Wednesday. On Tuesday, regional Fed president Charles Plosser will deliver his last 
economic outlook speech before retiring, and Governor Powell will speak on regulatory reform on Thursday. The Fed will also be watching housing data 
(mortgage delinquencies on Tues, housing starts on Wed) and industrial production on Wednesday. The BoC’s Deputy Governor Agathe Cote is speaking 
Thursday in Mont-Tremblant, Quebec. Remarks will be published on the website but we don’t know the title as of yet. Key data releases are limited to 
existing home sales on Tuesday and retail sales on Friday.  

South Korean inflation remains low with consumer prices rising by 0.8% y/y in January — well below the Bank of Korea’s (BoK) target corridor of 2½-3½%. 
Due to negative producer price inflation together with low international oil prices, headline inflation will remain below the central bank’s target range for an 
extended period of time. The substantial depreciation of the Japanese yen has increased the likelihood of the BoK reducing the benchmark interest rate 
from the current level of 2.0%. Nevertheless, we expect the central bank to keep the key rate unchanged at next week’s monetary policy meeting due to a 
relatively high household debt burden. Meanwhile, inflation in Indonesia has cooled to 7.0% y/y in January from from 8.4% y/y in December; lower 
international oil prices have somewhat offset the inflationary impact of the recent fuel subsidy reduction. We expect the central bank to maintain the current 
relatively tight monetary policy stance next week. 

We expect no change to the Banco de la República de Colombia's policy rate after its meeting on February 20th.  Colombian inflation came in at 3.8% 
y/y in January, at the upper end of the central bank’s 2-4% target band. However, it is unlikely that the central bank will hike rates amidst the ongoing oil 
rout. 

North America 

Europe 

Asia Pacific 

Latin America 

Africa 

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

Canada 2014 14Q3 14Q4 Latest United States 2014 14Q3 14Q4 Latest
  Real GDP (annual rates) 2.8   Real GDP (annual rates) 2.4 5.0 2.6
  Current Acc. Bal. (C$B, ar) -33.6   Current Acc. Bal. (US$B, ar) -401
  Merch. Trade Bal. (C$B, ar) 5.2 11.3 -6.3 -7.8 (Dec)   Merch. Trade Bal. (US$B, ar) -737 -724 -745 -792 (Dec)
  Industrial Production 2.5 2.7 1.3 -0.5 (Dec)   Industrial Production 4.2 4.3 4.8 4.8 (Dec)
  Housing Starts (000s) 189 199 184 187 (Jan)   Housing Starts (millions) 1.00 1.03 1.07 1.09 (Dec)
  Employment 0.6 0.5 0.7 0.8 (Jan)   Employment 1.9 2.0 2.2 2.4 (Jan)
  Unemployment Rate (%) 6.9 7.0 6.7 6.6 (Jan)   Unemployment Rate (%) 6.2 6.1 5.7 5.7 (Jan)
  Retail Sales 4.8 4.8 (Nov)   Retail Sales 3.8 4.3 3.7 2.4 (Jan)
  Auto Sales (000s) 1849 1947 1916 1947 (Dec)   Auto Sales (millions) 16.4 16.7 16.7 16.6 (Jan)
  CPI 1.9 2.1 1.9 1.5 (Dec)   CPI 1.6 1.8 1.2 0.8 (Dec)
  IPPI 2.5 2.7 1.3 0.5 (Dec)   PPI 1.9 2.5 0.8 -0.5 (Dec)
  Pre-tax Corp. Profits 10.3   Pre-tax Corp. Profits 10.0

Mexico
  Real GDP 2.2
  Current Acc. Bal. (US$B, ar) -10.8
  Merch. Trade Bal. (US$B, ar) -2.4 -6.1 -2.7 3.0 (Dec)
  Industrial Production 1.9 2.0 2.4 3.0 (Dec)
  CPI 4.0 4.1 4.2 3.1 (Jan)

Euro Zone 2014 14Q3 14Q4 Latest Germany 2014 14Q3 14Q4 Latest
  Real GDP 0.8   Real GDP 1.6 1.2 1.5
  Current Acc. Bal. (US$B, ar) 383 369 (Nov)   Current Acc. Bal. (US$B, ar) 215.3 308.9 289.8 374.2 (Dec)
  Merch. Trade Bal. (US$B, ar) 329.8 321.4 (Nov)   Merch. Trade Bal. (US$B, ar) 307.0 320.3 315.1 327.6 (Dec)
  Industrial Production 0.6 0.5 -0.1 -0.2 (Dec)   Industrial Production 1.4 0.3 0.2 -0.4 (Dec)
  Unemployment Rate (%) 11.6 11.5 11.5 11.4 (Dec)   Unemployment Rate (%) 6.7 6.7 6.6 6.5 (Jan)
  CPI 0.4 0.4 0.2 -0.2 (Dec)   CPI 0.9 0.8 0.5 -0.4 (Jan)

France United Kingdom
  Real GDP 0.4 0.4 0.2   Real GDP 2.6 2.6 2.7
  Current Acc. Bal. (US$B, ar) 9.5 -16.6 (Nov)   Current Acc. Bal. (US$B, ar) -108.0
  Merch. Trade Bal. (US$B, ar) -40.1 -43.7 -34.3 -33.5 (Dec)   Merch. Trade Bal. (US$B, ar) -197.6 -211.1 -186.3 -190.6 (Dec)
  Industrial Production -1.1 -0.3 -1.3 -0.1 (Dec)   Industrial Production 1.4 1.0 0.8 0.5 (Dec)
  Unemployment Rate (%) 10.2 10.3 10.3 10.3 (Dec)   Unemployment Rate (%) 6.0 5.8 (Oct)
  CPI 0.5 0.4 0.3 0.1 (Dec)   CPI 1.5 1.5 0.9 0.5 (Dec)

Italy Russia
  Real GDP -0.4 -0.4 -0.3   Real GDP 0.7
  Current Acc. Bal. (US$B, ar) 0.0 41.8 41.8 (Nov)   Current Acc. Bal. (US$B, ar) 42.7 6.4 10.5
  Merch. Trade Bal. (US$B, ar) 58.9 53.0 (Nov)   Merch. Trade Bal. (US$B, ar) 15.7 15.1 13.5 12.9 (Dec)
  Industrial Production -0.7 -1.1 -1.6 -0.2 (Dec)   Industrial Production 1.7 1.4 2.1 3.9 (Dec)
  CPI 0.2 0.0 0.1 -0.1 (Dec)   CPI 7.8 7.7 9.6 15.0 (Jan)

Europe 

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

Economic Statistics 

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

Australia 2014 14Q3 14Q4 Latest Japan 2014 14Q3 14Q4 Latest
  Real GDP 2.7   Real GDP -1.2
  Current Acc. Bal. (US$B, ar) -55.9   Current Acc. Bal. (US$B, ar) 24.6 63.5 52.0 18.8 (Dec)
  Merch. Trade Bal. (US$B, ar) 13.3 2.6 7.7 30.2 (Dec)   Merch. Trade Bal. (US$B, ar) -121.8 -113.3 -87.4 -71.6 (Dec)
  Industrial Production 3.8   Industrial Production 2.1 -1.1 -1.2 -1.1 (Dec)
  Unemployment Rate (%) 6.1 6.1 6.2 6.4 (Jan)   Unemployment Rate (%) 3.6 3.6 3.5 3.4 (Dec)
  CPI 2.5 2.3 1.7   CPI 2.7 3.3 2.5 2.4 (Dec)

South Korea China
  Real GDP 3.3 3.2 2.7   Real GDP 7.7 7.3 7.3
  Current Acc. Bal. (US$B, ar) 89.4 90.3 109.7 86.7 (Dec)   Current Acc. Bal. (US$B, ar) 213.8
  Merch. Trade Bal. (US$B, ar) 47.5 35.8 74.7 66.3 (Jan)   Merch. Trade Bal. (US$B, ar) 382.5 513.3 599.6 720.4 (Jan)
  Industrial Production 0.4 1.1 -2.0 -1.2 (Dec)   Industrial Production 7.9 8.0 7.9 7.9 (Dec)
  CPI 1.3 1.4 1.0 0.8 (Jan)   CPI 1.5 1.6 1.5 0.8 (Jan)

Thailand India
  Real GDP 0.6   Real GDP 5.3
  Current Acc. Bal. (US$B, ar) 14.2 -0.5 9.8   Current Acc. Bal. (US$B, ar) -10.1
  Merch. Trade Bal. (US$B, ar) 2.0 1.6 2.5 3.6 (Dec)   Merch. Trade Bal. (US$B, ar) -11.5 -12.4 -13.2 -8.3 (Jan)
  Industrial Production -4.6 -3.8 -2.2 -1.5 (Dec)   Industrial Production 1.4 1.3 0.5 1.7 (Dec)
  CPI 1.9 2.0 1.1 -0.4 (Jan)   WPI 3.9 3.9 0.6 0.1 (Dec)

Indonesia
  Real GDP 5.0 4.6 5.0
  Current Acc. Bal. (US$B, ar) -26.2 -7.0 -6.2
  Merch. Trade Bal. (US$B, ar) -0.2 -0.2 -0.1 0.2 (Dec)
  Industrial Production 5.8 7.8 (Nov)
  CPI 6.4 4.4 6.5 7.0 (Jan)

Brazil 2014 14Q3 14Q4 Latest Chile 2014 14Q3 14Q4 Latest
  Real GDP -0.1   Real GDP 0.8
  Current Acc. Bal. (US$B, ar) -90.9 -77.9 -111.4   Current Acc. Bal. (US$B, ar) -6.7
  Merch. Trade Bal. (US$B, ar) -3.9 7.2 -12.9 -38.1 (Jan)   Merch. Trade Bal. (US$B, ar) 6.7 4.8 9.1 16.5 (Jan)
  Industrial Production -3.1 -3.8 -4.0 -4.4 (Dec)   Industrial Production 0.4 -0.9 -1.0 0.8 (Dec)
  CPI 6.3 6.6 6.5 7.1 (Jan)   CPI 4.4 4.7 5.3 4.5 (Jan)

Peru Colombia
  Real GDP 1.8   Real GDP 4.2
  Current Acc. Bal. (US$B, ar) -2.3   Current Acc. Bal. (US$B, ar) -5.0
  Merch. Trade Bal. (US$B, ar) -0.2 -0.1 -0.1 0.1 (Dec)   Merch. Trade Bal. (US$B, ar) -0.4 -1.3 (Nov)
  Unemployment Rate (%) 6.0 5.7 5.6 5.6 (Dec)   Industrial Production 1.2 -0.9 (Nov)
  CPI 3.2 2.9 3.2 3.1 (Jan)   CPI 2.9 2.9 3.5 3.8 (Jan)

Latin America 

Economic Statistics 

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

Source: Bloomberg, Global Insight, Scotiabank Economics. 

A10 



 

Economics 

Global Views 
  

February 13, 2015 

9 

Financial Statistics 

A12 

Interest Rates (%, end of period)

Canada 14Q3 14Q4 Feb/06 Feb/13* United States 14Q3 14Q4 Feb/06 Feb/13*
BoC Overnight Rate 1.00 1.00 0.75 0.75   Fed Funds Target Rate 0.25 0.25 0.25 0.25
  3-mo. T-bill 0.92 0.92 0.54 0.51   3-mo. T-bill 0.02 0.04 0.02 0.01
  10-yr Gov’t Bond 2.15 1.79 1.45 1.44   10-yr Gov’t Bond 2.49 2.17 1.96 2.02
  30-yr Gov’t Bond 2.67 2.34 2.03 2.07   30-yr Gov’t Bond 3.20 2.75 2.53 2.62
  Prime 3.00 3.00 2.85 2.85   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 73.6 74.6 74.6 (Dec)   FX Reserves (US$B) 126.0 119.0 119.0 (Dec)

Germany France
  3-mo. Interbank 0.04 0.02 0.00 -0.01   3-mo. T-bill -0.03 -0.05 -0.11 -0.11
  10-yr Gov’t Bond 0.95 0.54 0.38 0.34   10-yr Gov’t Bond 1.29 0.83 0.61 0.65
  FX Reserves (US$B) 65.1 62.3 62.3 (Dec)   FX Reserves (US$B) 50.6 49.5 49.5 (Dec)

Euro Zone United Kingdom
  Refinancing Rate 0.05 0.05 0.05 0.05   Repo Rate 0.50 0.50 0.50 0.50
  Overnight Rate 0.20 0.14 -0.04 -0.05   3-mo. T-bill 0.51 0.44 0.43 0.44
  FX Reserves (US$B) 329.4 327.6 327.6 (Dec)   10-yr Gov’t Bond 2.43 1.76 1.65 1.68

  FX Reserves (US$B) 94.4 95.7 95.7 (Dec)

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 2.50 2.50 2.25 2.25
  3-mo. Libor 0.05 0.05 0.04 0.04   10-yr Gov’t Bond 3.48 2.74 2.45 2.50
  10-yr Gov’t Bond 0.53 0.33 0.34 0.42   FX Reserves (US$B) 50.1 50.8 50.8 (Dec)
  FX Reserves (US$B) 1234.4 1231.0 1231.0 (Dec)

Exchange Rates (end of period)

USDCAD 1.12 1.16 1.25 1.24   ¥/US$ 109.65 119.78 119.12 118.77
CADUSD 0.89 0.86 0.80 0.80   US¢/Australian$ 0.87 0.82 0.78 0.78
GBPUSD 1.621 1.558 1.524 1.539   Chinese Yuan/US$ 6.14 6.21 6.24 6.24
EURUSD 1.263 1.210 1.132 1.141   South Korean Won/US$ 1055 1091 1090 1097
JPYEUR 0.72 0.69 0.74 0.74   Mexican Peso/US$ 13.429 14.752 14.848 14.864
USDCHF 0.96 0.99 0.93 0.93   Brazilian Real/US$ 2.447 2.658 2.782 2.825

Equity Markets (index, end of period) 

  United States (DJIA) 17043 17823 17824 18015   U.K. (FT100) 6623 6566 6853 6875
  United States (S&P500) 1972 2059 2055 2094   Germany (Dax) 9474 9806 10846 10963
  Canada (S&P/TSX) 14961 14632 15084 15314   France (CAC40) 4416 4273 4691 4757
  Mexico (IPC) 44986 43146 42715 43045   Japan (Nikkei) 16174 17451 17649 17913
  Brazil (Bovespa) 54116 50007 48792 50541   Hong Kong (Hang Seng) 22933 23605 24679 24683
  Italy (BCI) 1119 1038 1140 1150   South Korea (Composite) 2020 1916 1956 1958

Commodity Prices (end of period)

  Pulp (US$/tonne) 1030 1020 1010 1010   Copper (US$/lb) 3.06 2.88 2.58 2.60
  Newsprint (US$/tonne) 605 595 590 590   Zinc (US$/lb) 1.04 0.98 0.98 0.98
  Lumber (US$/mfbm) 340 340 322 319   Gold (US$/oz) 1216.50 1206.00 1241.00 1232.50
  WTI Oil (US$/bbl) 91.16 53.27 51.69 52.77   Silver (US$/oz) 17.11 15.97 17.22 16.86
  Natural Gas (US$/mmbtu) 4.12 2.89 2.58 2.69   CRB (index) 278.55 229.96 224.85 228.57

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