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Will Greece Make Its IMF Payment? 

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

Europe — Will Greece Pay Up? 

And yet again, it’s all about Greece. Whether Greece makes its €1.5 billion 
payment to the IMF that is due next Tuesday, June 30th, is a key risk to 
global markets. Greece could defer payments due to the IMF earlier in the 
month under a special provision to bullet them together by month-end, but 
failure to meet its payment this time would be a serious escalation. The 
IMF’s practice is not to record late payments as defaults because of its 
preferred creditor status, but being late would likely prompt a stern rebuke 
from the IMF and it would make Greece ineligible for further funds from the 
IMF in any successful agreement with its creditors until the IMF is made 
whole. It’s also an uncustomary experience at the IMF partly due to its 
preferred status and as documented in this excellent Bank of Canada 
database of global defaults1 and in chart 1 replicated from the study. 
Countries that have defaulted on IMF payments offer dubious potential 
company: Cuba; several African countries including Zimbabwe, Sudan, 
and Somalia; plus Cambodia and Honduras. It has been noted that these 
economies defaulted upon experiencing wars or revolutions. Default by 
Greece would likely heat up emotional rhetoric and intensify concerns 
about an exit from the Eurozone. To avoid this, however, requires that a funding for reforms agreement be in 
place and approved by the Greek parliament in time — and then approved by other Eurozone parliaments. 
While Greece could muster the cash to meet the payment, if an agreement is not approved and in place then 
its willingness to meet its obligations would clearly be tainted. 

Then what?  Does Greece have the ‘troika’ right where it wants with three-quarters of its over €300 billion debt 
(clock) held by those institutions and only the remaining one quarter held by public markets that it is likely 
much more reticent to 
default upon?  The 
creditors are becoming 
somewhat divided with 
IMF officials reportedly 
stating that Europe must 
provide debt relief which 
is to imply that the burden 
for doing so must be 
shouldered by the ECB 
and EC. But the next 
series of potential defaults 
to other official creditors is 
where this theory of 
Greece enacting its own 
debt relief program 
through defaulting on 
others becomes much 
more treacherous.  
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Next Week's Risk Dashboard  
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1Database of Sovereign Defaults, 2015 — Bank of Canada (May 2015). 
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… continued from previous page 

As we go to print, the latest European Council meeting (aka 
“Leaders’ Summit”) has  been cancelled and instead the lower 
Eurogroup will convene on Saturday.  It is not at all clear that a 
decisive agreement will ever materialize but the constant threat of 
‘final’ deadlines and ultimatums has rapidly lost credibility. So far, 
markets are still largely approaching the matter with a high degree 
of insouciance as witnessed by higher credit default swap spreads 
than last year but much lower than the 2011-12 crisis as they 
continue to err on the relatively optimistic side of the debate 
hoping for a last minute resolution (chart 2).  

The next Leaders’ Summit will be on July 13th, but one can be 
called at any time. Some have argued that the more pressing 
deadline is not until July 20th when a €3.5 billion bond repayment 
to the ECB is due. Failure to pay the IMF would be met by a 
verbal spanking. Failure to pay the ECB, however, could result in 
the much more serious consequence of cutting off funding for 
Greek banks under the Emergency Liquidity Assistance facility. If 
that happened, the consequences would likely be quite dire as 
capital flight would become an elevated risk, and with it strict capital controls and true crisis economics 
including possibly grander defaults and an exit from the eurozone. Short term saved cash flow from defaulting 
would quickly be overwhelmed by Greece’s liquidity problem. I’m not sure I buy the argument that this is the 
effective deadline for negotiations. From a market standpoint, it’s entirely possible that failed negotiations 
against an emotional backdrop get priced in considerably earlier than that. How the ECB responds and how 
timely it does so are added uncertainties in the opposite direction. 

In my personal opinion, Greece is once again playing a disingenuous role in the negotiations. It is 
trying to play victim by claiming that it was the creditors who moved the goal posts after Greece submitted 
proposed reforms this past Monday, only to be rejected by the IMF. That doesn’t appear to be true. German 
Chancellor Angela Merkel reminded the country that “We once again stated that the basis for discussion is the 
so-called aide-memoire” which is the document that was sent to Greece 3 weeks ago. What Greece submitted 
this past week was a set of reforms including a higher VAT rate, higher personal taxes on upper income 
earners, a 2 year increase in the retirement age for claiming pension benefits, and a new special levy on 
larger corporations. The IMF has always sought additional spending cuts concentrated upon the pensions side 
as the main way to achieve a higher primary surplus over time but 92% of the Greek proposals are centered 
upon higher taxes and this from a government that has never really had — or chosen to have — much 
success at enforcing collection. IMF Chief Economist Olivier Blanchard spelled out the focus upon Greek 
pensions in his blog posting almost two weeks ago (here) that stated “Pensions and wages account for about 
75% of primary spending; the other 25% have already been cut to the bone.”  Hence the focus on pension 
reform. Greece should also perhaps go back and read this document as a reminder of what the grander focus 
is by way of completing the Eurozone experiment by 2025 through much greater efforts toward integration of 
fiscal and regulatory policies. If indeed genuine, then this document lays out the detailed IMF response to the 
Greek government’s proposals and the greatest concentration of red ink is in the pensions section where the 
IMF is seeking more than just a two year hike in the retirement age. The more likely case, therefore, is that 
Greece moved the goalposts on the creditors and in such fashion as to yield little probability of success if tax 
collection efforts were inadequately enforced and by continuing to dig in its heels on a refusal to entertain all 
but token pension measures like raising the retirement age a couple of years. While Greece’s finance minister 
Yanis Varoufakis is a game theorist, game theory only captures the optimal joint outcome if the scenarios are 
fully mapped; in this case, I fear Greece miscalculated Eurozone resolve to strengthen the path toward fuller 
integration and overestimated Eurozone concerns about contagion effects in today’s very different world than 
was the case before Mario Draghi took the helm. 
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While it’s obviously still possible that a deal will be struck, the added hurdle is that this doesn’t mean it flies. It 
still has to be approved by Greece’s parliament and each of the Eurozone member countries. Sharp divisions 
have appeared within the ruling Syriza party that is reliant upon a more extremist left wing coalition partner. 
The fall of the Greek government following any successful agreement remains a distinct possibility. 

A distant second to Greece by way of Eurozone risks will be another batch of CPI inflation stats that 
start rolling out with Germany and Spain leading the way on Monday and Italy the next day. Inflation nutters 
have taken a backseat in the policy debate behind the question of Greece. That said, the ECB’s goal of price 
stability compared to exaggerated Q1 deflation fears will likely see muted additional progress until we start 
pushing into readings past September that base the year-ago comparisons to sliding prints that started to 
evolve at the end of last year. 

Behind such developments, an active third tier of measures will be concentrated upon the consumer sector as 
German and Spanish retail sales, and French consumer spending will be updated. German and Spanish 
unemployment rates, Q1 UK GDP revisions, and UK PMIs complete the circuit. Sweden’s Riksbank will 
hold a policy meeting on Thursday that is unlikely to yield a policy change. A debate is whether an 
appreciating kronor and rising yields on Swedish government bonds since April are signs of the failure of the 
central bank’s QE program that was introduced in March, or, as Bernanke often alluded to, signs that the 
program is working by forcing people into riskier assets. The latter scenario is less likely in Sweden’s case, 
however, given the context of a general European flight to safety in the face of Greek risks. Alternatively, a 
more likely explanation is that Sweden got caught up in a rise across many European government bond yields 
since April and a modestly sized small market central bank is unlikely to have enough influence over grander 
European and global forces.  

Canada — GDP & Fireworks 

April’s GDP print will be the main domestic factor affecting the market tone; otherwise we expect 
global events to dominate Canadian market activity over the next week. All domestic markets will be shut 
on Wednesday for Canada Day to mark the 148th anniversary of the British North America Act that joined 
Ontario, Quebec, New Brunswick and Nova Scotia together as other provinces followed over ensuing 
decades. The Investment Industry Association of Canada has set an early close for bond and money markets 
the day before. Technically there is no early close for equities, but common practice is another matter. Of 
note, however, is that material US data on Canada Day will be expressed through CAD trading overseas.  
BoC Governor Stephen Poloz speaks on a panel this Sunday but there will be no published remarks, no 
audience Q&A, no webcast or press conference (in fact it’s closed to the media) which may or may not 
suggest lower risk to the topic “Monetary Policy and Household Demand”.  The risk is an audience leak during 
his speech should Poloz say anything of market significance, notwithstanding equal dissemination concerns 
that would arise. 

With April’s print pending, it will be an uphill battle to get material growth in Q2 given the way in which the Q1 
hand-off operates. Monthly GDP was falling in each month of the first quarter and that weak hand-off means 
that an annualized Q2 contraction of around 0.5% over Q1 at a seasonally adjusted and annualized rate will 
require sizeable average monthly GDP gains to post growth in Q2. To get, say, 2% annualized growth in Q2 
would require average monthly gains of 0.3% which we haven’t averaged for three consecutive months since 
July of last year before oil prices tanked. 

April was a mixed month for the economy. The negatives included a sharp drop in manufacturing shipment 
volumes (-1%), a small drop in retail sales volumes (-0.2%), and a 5.7% decline in urban housing starts. 
However, the drop in starts was due to the volatile multiples category (-13.7%) which has less influence upon 
near-term construction spending than the 13.4% rise in single home starts and the 32% rise in rural starts. 
This greater evidence of housing strength than headline starts was also reflected in the 2.3% m/m rise in 
resales that have risen for four consecutive seasonally adjusted months to the highest monthly sales volume 
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since December 2009. On the jobs front, Canada lost 19,700 jobs 
but that was entirely due to a 66,500 drop in part-time employment 
as the 46,900 gain in full-time employment was responsible for a 
gain in hours worked and hence incomes. Also note that wholesale 
volumes were up 2%. On the trade front, things were much less bad 
than the headlines suggested. While the dollar value of the trade 
deficit was second highest on record in April only to the all-time 
record set the month before and largely due to the plunge in oil 
export prices, the inflation-adjusted volume-based measure of the 
trade deficit has been much more stable (chart 3). Furthermore, the 
dollar value of the deficit should begin to heal over the May-onward 
period thanks to the partial recovery in oil prices. In fact, April’s 
figures suggested something more positive by way of a small 
increase in export volumes and a cooling in import volumes, 
although this always partly suggests a soft domestic economy that is 
pulling in imports at a slower pace. 

United States — Nonfarm Thursday!? 

Domestic sources of risk will be concentrated upon Wednesday and Thursday next week. Because 
Independence Day falls on a Saturday this year, next Friday will be a day off instead. SIFMA recommends 
that all fixed income markets will be shut Friday but there will be no early close the day before. Stock markets 
will also be closed on Friday. 

Because of the holiday, nonfarm payrolls for the month of June will be released on Thursday instead. 
At the time of writing, consensus was expecting a gain of about 225k and we’re at about a quarter million but 
that’s not a statistically significant difference given a 90% confidence interval of +/-104,000 on the print. Apart 
from the headline, there are at least two other factors to watch out for. One is that the unemployment rate 
could tick down again. Recall that the unemployment rate is derived from the companion household survey 
and is based upon that report’s more volatile measures of job growth and changes in the size of the labour 
force. The prior month’s nearly 400,000 expansion in the labour force and solid 272,000 job gain could mean 
revert with a potentially much cooler pace of expansion in labour supply that could drop the unemployment 
rate. Second is that markets will be keenly watching whether or not the mild upward trend in year-ago wage 
growth is intact (+2.3% y/y in May). 

The rest of the week’s developments should pale by comparison. 
Monday’s pending home sales for May could well post the fifth 
consecutive monthly gain. Tuesday’s S&P Case-Shiller house 
price index will be shooting for an eleventh straight monthly gain 
albeit at a diminishing seasonally adjusted national trend pace 
while the 20-city composite remains stronger. Since today’s home 
purchases are being made with locked in mortgage offers set 
weeks or months ago, at risk is whether the backing up in 
mortgage rates will crimp demand going forward (chart 4). That 
same day’s consumer confidence metric from the Conference 
Board often carries market effects and so far this year it has been 
trending around the highest readings since 2007. Wednesday 
conjures up the second biggest market risks on the domestic 
calendar behind the next day’s nonfarm when ISM manufacturing 
(moderate expansion), ADP private payrolls (around +200k), and 
vehicle sales (cooler, following an over nine year high) will all be 
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released. Thursday’s factory orders will likely follow the already released durable goods report lower largely 
on soft airplane orders but the new information will be the roughly one-half of the report that covers 
nondurables (goods with less than an average one year life). Also note that Fed-speak returns with Esther 
George (alternate) and James Bullard (alternate) on the docket. 

Asia — China’s Slow Manufacturing Recovery 

Barring Chinese policy maneuvers that are not subject to any preset schedule, Asian markets should 
spend most of the week driven by global forces already outlined above with the exception of mainland 
Chinese equities that often trade largely in isolation of global affairs.  

Chinese manufacturing data is probably the only Asian risk to the global market tone. That arrives on 
Tuesday evening NY time, and the expectation is that the official state version of the purchasing managers’ 
index for the manufacturing sector will follow the private version’s move slightly higher. The private PMI lies 
just a hair below the 50 dividing line (i.e., in contraction territory) whereas the state’s version lies just above in 
expansion territory. 

Japan starts its monthly data dump at the beginning of the week with key updates for retail sales, industrial 
output, housing starts, and the Q2 version of the Tankan report on manufacturing conditions due out. 

More regional effects may emanate from CPI updates out of South Korea, Indonesia, and Thailand, as well as 
trade figures from South Korea and Thailand. Australia updates new home sales and retail sales. 
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Here We Go Again… 

The early-year weakness in some of the advanced economies is giving 
way to improving performances. Expectations are again building that 
global activity may finally achieve a higher growth trajectory. Nonetheless, 
the myriad of challenges that have confronted much of the world in recent 
years — uneven global activity triggered by one-off events, the austerity 
and structural forces restraining many economies, the recurring and 
growth-dampening geopolitical events, and the heightened volatility in 
financial and currency markets — continue to reinforce the lingering 
uncertainty surrounding the outlook.   

The U.S. economy is slowly regaining momentum. Weather- and strike-
related disruptions have receded, and U.S. consumers are returning to 
the shopping malls again. Housing and auto activity are rebounding. The 
slide in oil prices which undercut investment has been partially reversed. 
And the steady appreciation in the U.S. dollar that undermined exports 
and foreign earnings has leveled out, at least for the time being.  

Like their U.S. counterpart, the hard-hit Canadian and Mexican economies 
have weathered the rocky start to the year, and are poised to report better 
results. The rise in oil prices and, in the case of Canada, the reduced discounts on the price of heavy crude and 
increased shipments to U.S. refineries, are helping to lift export earnings, although the NAFTA zone countries 
are still adjusting to the significant decline in the energy sector’s capital expenditures and spreading regional 
disruptions. The strengthening production cycle in the United States should help bolster non-energy exports 
from both Canada and Mexico. Even so, consumer spending in the respective countries has remained quite 
resilient and should remain supportive of a slow and steady turnaround.  

Improving and more broad-based results are also evident in other advanced countries. The U.K. remains at the 
high end of the G7 growth ladder because of the ongoing gains in consumer spending, construction, and 
industrial activity, and the continuing inflows of foreign capital. A fledgling rebound is gaining momentum in the 
euro zone, highlighted by improving fortunes in France, Spain and Germany, despite the challenge presented by 
the latest sovereign debt crisis in Greece. Export competitiveness has been bolstered by the weaker euro, while 
lower borrowing costs and increased lending are helping to jump-start consumer spending. In the Asia-Pacific 
region, both Japan and Australia are also benefiting from the accommodative thrust of monetary policies on 
domestic spending, and the competitive boost associated with weaker currencies.  

There are also some signals pointing to some winding down of the weakening performances in some of the 
larger developing and emerging economies which have faced considerable headwinds. China’s growth 
continues to moderate, led by the ongoing consolidation in the residential real estate and construction sectors 
and the slower pace of exports, though recent easing initiatives suggest some relief is underway. The reduced 
pace of activity in Chile, Peru and Uruguay appears to have stabilized following adjustments and reforms 
implemented to bring the respective economies’ performances in line with the slower pace of international 
activity and weaker demand and prices for many commodities.  

However, Brazil remains firmly in the grip of recession, with the downturn aggravated by deepening fiscal restraint 
and sharply higher interest rates (the overnight rate is 13.75%) needed to contain rising inflation and support the 
weaker real. Colombia’s trade continues to be dampened by the oil price plunge despite a major push by the 
government to boost infrastructure investments. On a more positive note, economic prospects in India are getting a 
boost from strong monsoons which will boost agricultural output and limit food price increases and wage inflation.  

Financial market conditions remain generally supportive of improving growth around the world. Short-term interest 
rates are still mostly at or near historical lows throughout the advanced economies, though the U.S. Federal Reserve 
appears poised to begin a gradual process of normalizing borrowing costs by raising its bellwether funds rate in 
September, or December at the latest, if current economic and employment trends persist. U.S. long-term yields are 
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trending modestly higher again from their early-year low, but are still 
around the mid-point of the range over the past year. The upward trend 
reflects a number of factors, including the re-pricing of German 
government bonds as the euro zone’s recession and deflation 
concerns abate, the strengthening in U.S. growth and inflation 
expectations, the anticipated firming in Fed policy, and increasing 
liquidity concerns surrounding the dampening impact on the market-
making capabilities of financial institutions in the wake of regulations 
which have boosted capital charges.  

At the same time, a number of countries — both advanced and 
developing — have been lowering short-term borrowing costs — for 
example, China, South Korea, New Zealand, and Norway. In line 
with still very accommodative monetary policies internationally, 
many asset classes are still experiencing price appreciation and 
adding to wealth, whether they be equities, homes or collectibles. 

… But Is The Rebound In Growth Sustainable? 

There is no shortage of issues that could weigh against a stronger and more sustainable rebound in global 
activity.  

With regard to Greece’s latest sovereign debt crisis, there appear to be much stronger financial backstops put in 
place by the European Central Bank (ECB) and the euro zone to contain the regional fallout associated with a 
potential ‘Grexit’. Even so, any adverse consequence could eventually morph into a more systemic problem with 
global financial and economic consequences if the contagion is allowed to affect other highly indebted nations in 
both Europe’s periphery and core countries.  

Another concern is the absence of more synchronized growth internationally. China’s continuing slowdown has 
contributed to the significant moderation in global trade flows, notwithstanding ongoing efforts to ratify trade-
expanding deals. Oversupply conditions persist in a number of areas, most notably commodities, with prices at 
or close to cyclical lows. Many businesses are continuing to reduce costs by focusing on boosting operational 
efficiencies through the elimination of underperforming business lines and through strategic investments, 
including mergers & acquisitions. Since monetary policy in most countries has already been extensively utilized 
and has less maneuvering room, some countries and jurisdictions are utilizing expanded infrastructure 
expenditures to provide the additional thrust needed to support stronger growth.  

There is still uncertainty over the extent of the U.S. consumer spending revival underway. The continuing 
strength in job creation has yet to significantly translate into increasing wage and income gains. While there is 
considerable pent-up demand for goods and services, U.S. households appear to have become more cautious 
shoppers, with a propensity to save more and pay down debt. Demographic factors are also in play, with 
millennials’ shopping patterns and student debt burdens contrasting with those of aging and asset-rich baby-
boomers. The housing market will be key to the U.S. consumer spending outlook. Confidence is on the rise, but 
so are mortgage rates. The sharp rise in borrowing costs during the 2013 ‘taper tantrum’ quickly short-circuited 
the fledgling housing recovery. 

Deflation concerns surrounding developments in the euro zone, the U.K. and Japan have diminished alongside 
encouraging signs of renewed economic growth and the rebound in crude oil prices. For the most part, inflation 
pressures in the advanced economies are well grounded, even in countries where weaker currencies are lifting 
imported prices, as in Canada. Going forward, though, stronger and more sustainable growth, particularly in the 
U.S., has the potential to raise some inflation warning flags if strengthening labour demand, combined with 
chronic skills mismatches, increases the pressure on wages and overall Inflation. In this environment, U.S. 
borrowing costs would probably rise at an accelerated pace, precipitating risk adjustments to yield curves in 
most countries, and contributing to sharply higher financial and currency market volatility.  
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USD Strength Expected In The Near Term  

Economic developments in the United States are set to drive foreign exchange markets into year-end, shaping 
investor sentiment and driving flows as market participants adjust to policy normalization. The upward revision 
in US economic activity during the first quarter of the year instilled a slightly positive sentiment into the US 
dollar (USD) that will entice global investors to increase their allocation to US$-denominated debt and equity 
securities. Finally, heightened geopolitical uncertainties associated with a potentially adverse credit event in 
Greece and the negotiations leading to a nuclear agreement between Iran and the US remain issues of 
substantial systemic relevance to the global economy. Safe haven currencies (USD, CHF, and JPY) may be in 
temporary high demand. 

The USD is expected to remain sensitive to economic data in light of the Fed’s dependence on progress 
toward its goals, with a strengthened growth outlook seen as a key driver of medium-term gains. The 
combination of improving revisions to US growth and increasingly solid activity data for the second quarter 
have reinforced market participants’ expectations of a Fed Funds rate hike before the end of the year. For the 
Canadian dollar (CAD) we anticipate modest depreciation in the near term on the back of monetary policy 
divergence dynamics between a tightening Fed and a neutral Bank of Canada. This risk is mitigated 
somewhat by the impact of a strengthened US economic expansion and its implications for Canadian exports. 
Canada will lag the US in terms of economic growth, its pace restrained by softened consumer spending and 
weak business investment. Recovery is expected through the latter half of the year, as the front-loaded impact 
of the oil price shock gives way to an export-led recovery on the back of stronger US activity. However, oil 
prices remain important to CAD, their ongoing stabilization is helping to reduce the risk of a test to either the 
early-2015 lows or the recent highs. Mexico is widely expected to align its monetary policy interest rates to the 
direction established by the US Federal Reserve. However, it remains unclear if such a move will be 
preemptive or reactive as there are no signs of inflationary pressures that will compromise the attainment of 
the officially established target at present. Overall, we estimate that the Mexican peso (MXN) will be 
vulnerable to another round of high volatility, and potential repatriation outflows, while local-currency long-term 
interest rates begin an upward trend. Meanwhile, most floating currencies in the developing Americas remain 
vulnerable to further negative headwinds, with the Brazilian real (BRL) maintaining an aggressive monetary 
response to an adverse currency and inflation environment.  

The near-term outlook for the euro (EUR) has become extremely vulnerable to headline risks surrounding 
Greece’s creditor agreement, with EUR’s range of movement increasingly constrained by the withdrawal of 
market participants unwilling to engage in the absence of an established direction. The near-term risk of a 
relief rally in response to Greece remains a plausible scenario; however, our forecast favours downside risk 
on the back of fundamentals, with Fed-ECB divergence likely to prove a weight for EUR over the medium 
term. Policy divergence will also remain an important driver for the Swiss franc (CHF) and Swedish Krona 
(SEK) as each of their respective central banks seek to generate price stability, with the Norwegian krone 
(NOK) expected to weaken given the prospect of further easing. The aggressive rally in the British pound 
(GBP) has shown signs of moderation, a trend we expect to continue into year-end as the Fed moves toward 
hiking short-term rates. Increasingly hawkish rhetoric is pulling forward expectations of a ‘sooner’ hike by the 
Bank of England, a development that we believe to be somewhat premature.  

In China, heightened volatility linked to global equity index reweighting and lingering uncertainties regarding 
the scope of Chinese economic deceleration may instil a negative market sentiment into the country with 
adverse spill-over effects into other core emerging market economies over the coming months. We maintain a 
bearish view on the outlook for the Japanese yen (JPY) despite an upward revision to the growth outlook 
resulting from better activity in the first quarter of the year. JPY is expected to weaken throughout our forecast 
profile on the back of relative central bank policy, with a near term risk of gains resulting from Greece-driven 
safe haven flows and broader market turmoil. The Australian dollar (AUD) is expected to weaken into year-
end, with the Reserve Bank of Australia focused on the need for rebalancing given hopes of a sustained 
decline in the exchange rate. AUD will also be affected by lack of support from precious metals direction and 
Chinese growth deceleration dynamics. 
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European Private Sector Activity Quickens As Asia Flatlines 

 Stimulus in China and Japan has yet to lead to an expansion in factory output. 

The latest results from select flash Purchasing Managers’ Indices 
highlight the asymmetric growth between Europe and Asia’s major 
economies. Activity in Europe is forging ahead with the Euro zone 
composite PMI reaching a four-year high in June, led by accelerating 
output in both France and Germany. The manufacturing index in 
France has climbed to the ‘50’ reading that demarks contraction and 
expansion for the first time in over a year, while German factory 
output edged up in June for the seventh consecutive month. 
Services have driven the acceleration, however, further expansion 
plans in the sector are being tempered by uncertainty over the Greek 
debt crisis. 

Survey results in Germany point to a modest second quarter 
expansion in GDP, and building momentum heading into the third 
quarter. Accordingly, the Bundesbank has increased its full-year 
2015 output forecast to 1.7%, a sharp increase from the central 
bank’s previous expectation of 1% growth issued last December. 
Lower oil prices and an ECB bond-buying program are contributing 
to the better-than-expected growth for Europe’s largest economy. 
Employment in both manufacturing and services continues to 
expand, albeit at a slightly slower pace compared with May, with 
managers citing increases in new business and export orders 
necessitating growing payrolls. German unemployment currently sits 
at a record-low 6.4%.  

French employment also gained momentum this month, with payrolls 
increasing at their fastest pace since 2011. Backlogs have increased 
every month this year and business expectations are signalling 
further employment growth. The French unemployment rate has 
been in double-digits since 2013 — it currently sits at 10.3% — and 
will likely trend lower through the rest of the year given improving 
labour market conditions and a healthy pipeline of work to be 
completed.     

In contrast, the latest results from China highlight the continued 
deterioration in the manufacturing sector which has contracted in six 
of the last seven months, although the rate of decline slowed 
marginally due to an increase in new orders and backlogs of work. Manufacturing hiring decreased at a faster 
rate in June, as did input and output prices, putting downward pressure on wages. Inflation in China is likely to 
rise close to its slowest rate since 2009, alongside a multi-decade low in GDP growth. As a result, a further 
intensification in stimulus spending is likely in the second half of the year following earlier announcements of 
massive government funding programs for affordable housing, internet infrastructure, and new railways. 

Japanese manufacturing also took a step back in June, dipping into contraction for the second time in three 
months, signalling a falloff in momentum following a strong first quarter. New orders and backlogs both 
declined in June. Although both input and output prices rose at a faster rate, CPI is still well below the Bank of 
Japan’s target of 2%, which implies the BoJ will continue with their accommodative monetary policy 
measures. Employment has been a bright spot in the Japanese economy, as job availability and 
unemployment rates are at their strongest since the early 1990s. Hiring managers indicated an increase in 
factory employment in June, pointing to ongoing momentum in the labour market.   
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Key Data Preview  

CANADA 

GDP looks like it started Q2 on a soft note, and we’re 
forecasting a flat month-on-month print. The negatives should 
balance the positives as manufacturing sales volumes fell by 
1% m/m, import volumes fell by 1.8% m/m, housing starts 
slipped by 3.2% m/m (although this was largely urban multis 
which tend to add less to GDP growth), and retail sales volumes 
fell by 0.2% m/m. It wasn’t all bad news though: export volumes 
were up by 0.5% m/m, wholesale trade volumes were higher by 
2% m/m, and hours worked were higher by +0.3% m/m as the 
economy showed some signs of a rebound at least in select 
areas. Still, on balance, our forecast add-up is pointing to soft 
economic growth in line with recent outcomes since November 
2014 (see chart). 

UNITED STATES 

Jobs numbers for June could well continue to show strength in 
the labor market, and we’re forecasting a 240k print in terms of 
non-farm payrolls. Our principal rationale is that the labor 
market continues to reflect strength in a fundamental sense, 
with pretty much every indicator from job openings to payrolls to 
the unemployment rate to small business hiring all looking good. 
Nothing seems to have changed in June in terms of 
fundamentals, and monthly coincident indicators were very 
strong. Initial jobless claims averaged a very low 273k during 
the first two full weeks of June — the lowest print we’ve seen 
this economic cycle for the period around the non-farm survey 
week. On the unemployment rate side of the picture, we expect 
to see unemployment tick down to 5.4% either on stable or 
falling labor force participation combined with job gains after it 
ticked up to 5.5% in May on an increase in labor force 
participation (see chart). That said, to the extent that the 
unemployment rate is stable or even rising but that the 
stagnation in the unemployment rate is due to labor force 
participation increasing, we think that monetary policy officials 
will paradoxically take heart — labor force ‘under-participation’ 
has been a hallmark of the post-crisis economic 
underperformance, and reversal of this trend would be seen as 
a conclusive sign of a strengthening economy.  

We’re looking for U.S. industrial sentiment as weighed by the 
ISM Manufacturing survey to move higher in June to a reading 
of 53.5. Other surveys were solid: the Philadelphia Fed survey 
moved higher on the month (see chart) as did the Richmond 
Fed manufacturing survey, while the Empire manufacturing 
survey was on the soft side. Structurally, better vehicle sales 
and exports of capital goods in May should result in a more 
sanguine manufacturing sector in June. 
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… continued from previous page 

LATIN AMERICA 

Peruvian inflation figures for the month of June will be released on 
July 1st. We estimate that prices rose by 3.4% y/y (0.2% m/m) in 
June, still above the central bank’s 1-3% target range. However, 
monetary authorities opted to keep the country’s benchmark 
interest rate steady at 3.25% for the fifth consecutive month at 
their latest meeting. While price gains are expected to subside, a 
statement from the central bank indicated that “temporary supply 
factors have been reversing more gradually than expected”; 
flooding and landslides have affected the ability of farmers to get 
their crops into major population centers, putting upward pressure 
on national prices.  

ASIA 

Both South Korea and Thailand will release June inflation data on 
June 30th. We estimate that inflation remained relatively low in 
South Korea, hovering at 0.6% y/y compared with 0.5% a month 
earlier. Price gains will likely pick up gradually in the second half of 
2015, approaching 1¾% y/y by the end of the year and 2½% by 
end-2016 as the economy’s output gap continues to diminish and 
international oil prices recover somewhat. In Thailand, low global 
oil prices have taken headline inflation into negative territory. We 
estimate that the consumer price index decreased by 1.1% y/y in 
June, yet at a slower pace compared to the 1.3% decline in May. 
Inflation will likely begin accelerating in the second half of 2015 
along with recuperating domestic demand and gradually 
recovering oil prices, yet price gains are unlikely to exceed 1% y/y 
by the end of the year. Indonesia will release June inflation data 
on July 1st; we estimate that price gains edged up slightly to 7.3% 
y/y in June. The gradual recovery of oil prices combined with the 
festivities accompanying the fasting month of Ramadan will 
continue to place upward pressure on the consumer price index in 
the coming months. Nevertheless, inflation will likely slow toward 
the end of the year, once the impact of the fuel subsidy cut falls 
out of the consumer price index, closing 2015 at 4.7% y/y. 

A2 

Neil Shankar 416.866.6781  
neil.shankar@scotiabank.com 

Tuuli McCully 416.863.2859 
tuuli.mccully@scotiabank.com 

Rory Johnston 416.862.3908  
rory.johnston@scotiabank.com 

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

4.5

5.0

Jun-10 Jun-11 Jun-12 Jun-13 Jun-14 Jun-15

forecast

Peruvian CPI

Source: Bloomberg, Scotiabank Economics.

y/y %
change

-2.0

0.0

2.0

4.0

6.0

8.0

10.0

Jan-14 Jul-14 Jan-15

Korean, Thai, and Indonesian CPI

Source: Bloomberg, Scotiabank Economics.

y/y % change
forecast

Indonesia

Thailand

Korea



 

Economics 

Global Views 
  

June 26, 2015 

1 

Key Indicators for the week of June 29 – July 3 

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

North America 

Europe 

A3 

Country Date Time Indicator Period BNS Consensus Latest
SP 06/29 03:00 CPI (y/y) Jun P -0.1 -0.1 -0.2
SP 06/29 03:00 CPI - EU Harmonized (y/y) Jun P -0.2 -0.2 -0.3
SP 06/29 03:00 Real Retail Sales (y/y) May -- -- 2.5
UK 06/29 04:30 Net Consumer Credit (£ bn) May -- 1.1 1.2
EC 06/29 05:00 Business Climate Indicator Jun -- 0.3 0.3
EC 06/29 05:00 Consumer Confidence Jun F -5.6 -5.6 -5.6
EC 06/29 05:00 Economic Confidence Jun -- 103.8 103.8
EC 06/29 05:00 Industrial Confidence Jun -- -3.0 -3.0
GE 06/29 08:00 CPI (y/y) Jun P -- 0.5 0.7
GE 06/29 08:00 CPI - EU Harmonized (y/y) Jun P 0.5 0.4 0.7
UK 06/29 19:05 GfK Consumer Confidence Survey Jun -- 2.0 1.0

GE 06/30 02:00 Retail Sales (m/m) May -- 0.0 1.3
FR 06/30 02:45 Consumer Spending (m/m) May -- -0.2 0.1
FR 06/30 02:45 Producer Prices (m/m) May -- -- -0.4
GE 06/30 03:55 Unemployment (000s) Jun -- -5.0 -6.0
GE 06/30 03:55 Unemployment Rate (%) Jun 6.4 6.4 6.4
SP 06/30 04:00 Current Account (€ bn) Apr -- -- 0.9
UK 06/30 04:30 Business Investment (q/q) 1Q F -- -- 1.7
UK 06/30 04:30 Current Account (£ bn) 1Q -- -24.0 -25.3
UK 06/30 04:30 GDP (q/q) 1Q F 0.4 0.4 0.3
UK 06/30 04:30 Index of Services (m/m) Apr -- 0.3 0.1
EC 06/30 05:00 Euro zone CPI Estimate (y/y) Jun 0.2 0.2 0.3
EC 06/30 05:00 Euro zone Core CPI Estimate (y/y) Jun A -- 0.8 0.9
EC 06/30 05:00 Unemployment Rate (%) May 11.1 11.1 11.1
IT 06/30 05:00 CPI (y/y) Jun P 0.1 0.1 0.1
IT 06/30 05:00 CPI - EU Harmonized (y/y) Jun P 0.2 0.2 0.2

Country Date Time Indicator Period BNS Consensus Latest
CA 06/29 08:30 IPPI (m/m) May -- -- -0.9
CA 06/29 08:30 Raw Materials Price Index (m/m) May -- -- 3.8
US 06/29 10:00 Pending Home Sales (m/m) May -- 1.5 3.4
US 06/29 10:30 Dallas Fed. Manufacturing Activity Jun -15.0 -16.8 -20.8

CA 06/30 08:30 Real GDP (m/m) Apr 0.0 -- -0.2
US 06/30 09:00 S&P/Case-Shiller Home Price Index (m/m) Apr 0.9 0.9 1.0
US 06/30 09:00 S&P/Case-Shiller Home Price Index (y/y) Apr -- 5.5 5.0
US 06/30 09:45 Chicago PMI Jun -- 50.6 46.2
US 06/30 10:00 Consumer Confidence Index Jun 97.0 97.0 95.4

US 07/01 07:00 MBA Mortgage Applications (w/w) JUN 26 -- -- 1.6
US 07/01 08:15 ADP Employment Report (000s m/m) Jun 210.0 215.0 201.0
US 07/01 10:00 Construction Spending (m/m) May 0.3 0.6 2.2
US 07/01 10:00 ISM Manufacturing Index Jun 53.5 53.1 52.8
US 07/01 Domestic Vehicle Sales (mn a.r.) Jun 13.6 13.6 14.0
US 07/01 Total Vehicle Sales (mn a.r.) Jun 17.2 17.2 17.7

US 07/02 08:30 Nonfarm Employment Report (000s m/m) Jun 240.0 230.0 280.0
US 07/02 08:30 Unemployment Rate (%) Jun 5.4 5.4 5.5
US 07/02 08:30 Household Employment Report (000s m/m) Jun -- -- 272.0
US 07/02 08:30 Average Hourly Earnings (m/m) Jun -- 0.2 0.3
US 07/02 08:30 Average Weekly Hours  Jun -- 34.5 34.5
US 07/02 08:30 Initial Jobless Claims (000s) JUN 27 285 270 271
US 07/02 08:30 Continuing Claims (000s) JUN 20 2205 2245 2247
US 07/02 10:00 Factory Orders (m/m) May -0.1 -0.5 -0.4
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Key Indicators for the week of June 29 – July 3 

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

IT 07/01 03:45 Manufacturing PMI Jun -- 54.4 54.8
UK 07/01 04:30 Manufacturing PMI Jun -- 52.5 52.0
RU JUL 1-2 Real GDP (y/y) 1Q F -2.2 -2.2 -2.2

UK 07/02 02:00 Nationwide House Prices (m/m) Jun -- 0.5 0.3
SW 07/02 03:30 Riksbank Interest Rate (%) Jul 2 -0.25 -0.25 -0.25
UK 07/02 04:30 PMI Construction Jun -- 56.5 55.9
EC 07/02 05:00 PPI (m/m) May -- 0.1 -0.1

IT 07/03 03:45 Services PMI Jun -- 52.5 52.5
UK 07/03 04:30 Official Reserves (£ bn) Jun -- -- -324.0
UK 07/03 04:30 Services PMI Jun -- 57.5 56.5
EC 07/03 05:00 Retail Trade (m/m) May -- 0.1 0.7

Country Date Time Indicator Period BNS Consensus Latest
CH 06/27 21:30 Industrial Profits YTD (y/y) May -- -- 2.6
SK 06/27 22:00 Department Store Sales (y/y) May -- -- 1.3
CH JUN 27-30 Leading Index May -- -- 98.3

JN 06/28 19:50 Large Retailers' Sales (y/y) May -- 3.5 8.6
JN 06/28 19:50 Retail Trade (y/y) May -- 2.2 4.9
JN 06/28 19:50 Industrial Production (y/y) May P -- -2.3 0.1

HK 06/29 04:30 Retail Sales - Volume (y/y) May -- 1.4 2.4
SK 06/29 17:00 Business Survey- Manufacturing Jul -- -- 77.0
SK 06/29 17:00 Business Survey- Non-Manufacturing Jul -- -- 76.0
SK 06/29 19:00 Industrial Production (y/y) May -- -2.5 -2.7
SK 06/29 19:00 Cyclical Leading Index Change May -- -- 0.0
AU 06/29 21:00 HIA New Home Sales (m/m) May -- -- 0.6
AU 06/29 21:30 Private Sector Credit (y/y) May -- 6.1 6.1

JN 06/30 00:00 Vehicle Production (y/y) May -- -- -7.5
JN 06/30 01:00 Housing Starts (y/y) May -- 6.0 0.4
JN 06/30 01:00 Construction Orders (y/y) May -- -- -12.1
TH 06/30 03:30 Exports (y/y) May -- -- -1.7
TH 06/30 03:30 Imports (y/y) May -- -- -9.1
TH 06/30 03:30 Trade Balance (US$ mn) May -- -- 1707.0
TH 06/30 03:30 Current Account Balance (US$ mn) May -- 900.0 1113.0
TH 06/30 03:30 Business Sentiment Index May -- -- 45.2
SK 06/30 19:00 CPI (y/y) Jun 0.6 0.6 0.5
JN 06/30 19:50 Tankan All Industries Index 2Q -- 5.3 -1.2
JN 06/30 19:50 Tankan Manufacturing Index 2Q -- 12.0 12.0
JN 06/30 19:50 Tankan Non-Manufacturing Index 2Q -- 22.0 19.0
SK 06/30 20:00 Exports (y/y) Jun -- -3.2 -10.9
SK 06/30 20:00 Imports (y/y) Jun -- -10.8 -15.4
SK 06/30 20:00 Trade Balance (US$ mn) Jun -- 8150 6301
CH 06/30 21:00 Manufacturing PMI Jun -- 50.4 50.2
CH 06/30 21:00 Non-manufacturing PMI Jun -- -- 53.2
AU 06/30 21:30 Building Approvals (m/m) May -- 1.2 -4.4
JN 06/30 21:35 Markit/JMMA Manufacturing PMI Jun F -- -- 49.9
CH 06/30 21:45 HSBC Flash China Manufacturing PMI Jun F -- 49.6 49.6
CH 06/30 21:45 HSBC Manufacturing PMI Jun F 49.6 49.6 49.6
TH JUN 30-JUL 1 CPI (y/y) Jun -1.1 -1.0 -1.3
JN JUN 30-JUL 7 Official Reserve Assets (US$ bn) Jun -- -- 1245.8
ID JUN 30-JUL 14 Consumer Confidence Index Jun -- -- 112.8
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Key Indicators for the week of June 29 – July 3 

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

A5 

Latin America 

Asia Pacific (continued from previous page) 

Country Date Time Indicator Period BNS Consensus Latest
ID 07/01 00:00 CPI (y/y) Jun 7.3 -- 7.2
JN 07/01 01:00 Vehicle Sales (y/y) Jun -- -- 1.4
SK 07/01 19:00 Current Account (US$ mn) May -- -- 8135.7
JN 07/01 19:50 Monetary Base (y/y) Jun -- -- 35.6
NZ 07/01 20:00 QV House Prices (y/y) Jun -- -- 9.0
AU 07/01 21:30 Trade Balance (AUD mn) May -- -2225 -3888
TH 07/01 23:30 Consumer Confidence Economic Jun -- -- 65.0

SI 07/02 09:00 Purchasing Managers Index Jun -- -- 50.2
AU 07/02 21:30 Retail Sales (m/m) May 0.6 0.5 0.0
CH 07/02 21:45 HSBC Services PMI Jun -- -- 53.5

MA 07/03 00:00 Exports (y/y) May -- -9.5 -8.8
MA 07/03 00:00 Imports (y/y) May -- -10.0 -7.0
MA 07/03 00:00 Trade Balance (MYR bn) May -- 5.4 6.9

Country Date Time Indicator Period BNS Consensus Latest
CL 06/30 08:00 Industrial Production (y/y) May -- -1.1 0.8
CL 06/30 08:00 Retail Sales (y/y) May -- 2.1 3.4
CL 06/30 08:00 Unemployment Rate (%) May -- 6.3 6.1
CO 06/30 12:00 Urban Unemployment Rate (%) May -- 10.1 10.5

PE 07/01 01:00 Consumer Price Index (m/m) Jun 0.2 0.3 0.6
PE 07/01 01:00 Consumer Price Index (y/y) Jun 3.4 3.5 3.4
BZ 07/01 09:00 PMI Manufacturing Index Jun -- -- 45.9
BZ 07/01 14:00 Trade Balance (FOB) - Monthly (US$ mn) Jun -- -- 2761

BZ 07/02 08:00 Industrial Production SA (m/m) May -- -0.6 -1.2
BZ 07/02 08:00 Industrial Production (y/y) May -- -10.5 -7.6
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Global Auctions for the week of June 29 – July 3 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A6 

Asia Pacific 

Country Date Time Event
US 06/29 11:30 U.S. to Sell USD24 Bln 3-Month Bills
US 06/29 11:30 U.S. to Sell 6-Month Bills

US 06/30 11:30 U.S. to Sell 4-Week Bills

Country Date Time Event
DE 06/29 04:30 Denmark to Sell 62-Day Bills
DE 06/29 04:30 Denmark to Sell 153-Day Bills
NO 06/29 05:05 Norway to Sell NOK5 Bln 350-Day Bills
GE 06/29 05:30 Germany to Sell EUR1.5 Bln 364-Day Bills
FR 06/29 08:50 France to Sell Bills

IT 06/30 05:00 Italy to Sell Bonds
EC 06/30 05:10 ECB Main Refinancing Operation Result
SZ 06/30 05:15 Switzerland to Sell 91-Day Bills

SW 07/01 05:03 Sweden to Sell SEK5 Bln 166-Day Bills
GE 07/01 05:30 Germany to Sell EUR5 Bln 2020 Bonds

SP 07/02 04:30 Spain to Sell Bonds
FR 07/02 04:50 France to Sell Bonds
CC 07/02 05:00 Cyprus to Sell 92-Day Bills
CC 07/02 05:00 Cyprus to Sell 184-Day Bills
UK 07/02 05:30 U.K. to Sell GBP3.75 Bln 2% 2020 Bonds

IC 07/03 06:00 Iceland to Sell Bonds
UK 07/03 06:00 U.K. to Sell 1-Month Bills
UK 07/03 06:00 U.K. to Sell 3-Month Bills
UK 07/03 06:00 U.K. to Sell 6-Month Bills

Country Date Time Event
CH 06/28 23:00 Shaanxi to Sell CNY5.3 Bln 10-Year Bonds
CH 06/28 23:00 Shaanxi to Sell CNY1.8 Bln 3-Year Bonds
CH 06/28 23:00 Shaanxi to Sell CNY5.3 Bln 7-Year Bonds
CH 06/28 23:00 Shaanxi to Sell CNY5.3 Bln 5-Year Bonds

CH 06/29 22:00 China Development Bank To Sell CNY5 Bln 1-Year Bond

CH 07/01 23:00 Dalian To Sell CNY1.9 Bln 5-Year Bonds
CH 07/01 23:00 Dalian To Sell CNY1.27 Bln 3-Year Bonds
CH 07/01 23:00 Dalian To Sell CNY1.9 Bln 7-Year Bonds
CH 07/01 23:00 Dalian To Sell CNY1.26 Bln 10-Year Bonds
CH 07/01 23:00 Dalian To Sell CNY170 Mln 3-Year Special Bonds
CH 07/01 23:00 Dalian To Sell CNY160 Mln 10-Year Special Bonds
CH 07/01 23:00 Dalian to Sell CNY240 Mln 5-Year Special Bonds
CH 07/01 23:00 Dalian to Sell CNY240 Mln 7-Year Special Bonds
JN 07/01 23:35 Japan to Sell 3-Month Bills
JN 07/01 23:45 Japan to Sell 10-Year Bonds
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Events for the week of June 29 – July 3 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A7 

North America 

Asia Pacific 

Country Date Time Event
CA 06/28 08:15 Bank of Canada's Poloz Has Panel Talk at BIS

US 06/30 18:00 Fed's Bullard To Speak on Economy in St. Louis

Country Date Time Event
EC 06/29 02:30 EU's Juncker Speaks at EU-China Business Summit in Brussels
AS 06/29 03:00 ECB's Nowotny, Austria's Schelling Speak in Vienna
EC 06/29 05:30 ECB's Praet Speaks in Bern, Switzerland
EC 06/29 08:00 EU-China Summit in Brussels

SW 06/30 06:00 Swedish Finance Minister Presents New Economic Forecasts
EC 06/30 12:00 EU's Juncker Speaks to Brussels Press Association

SW 07/01 03:00 Sweden's Riksbank Executive Board Monetary Policy Meeting
IT 07/01 04:30 Renzi Speaks at Humboldt University in Berlin
GE 07/01 06:30 Schaeuble Presents Draft 2016 Federal Budget: Berlin

SW 07/02 03:30 Riksbank Interest Rate
SW 07/02 03:30 Sweden's Riksbank Publishes July Monetary Policy Report
EC 07/02 07:30 ECB account of the monetary policy meeting
EC 07/02 11:10 ECB's Draghi, Mersch Speak at T2S Launch Celebration in Milan
EC 07/02 EU's Juncker, Moscovici at EU Parliament Panel in Brussels

FI 07/03 01:45 ECB's Liikanen Speaks at SUERF and Bank of Finland Conference
EC 07/03 02:00 ECB's Constancio, Vasiliauskas Speak in Vilnius
RU 07/03 Russia Sovereign Debt Rating Published by Fitch

Country Date Time Event
AU 06/30 04:40 RBA's Stevens Gives Speech at OMFIF Function in London
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Global Central Bank Watch 

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

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

Banco de México – Overnight Rate 3.00 July 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 September 17, 2015 -0.75 --

Central Bank of Russia – One-Week Auction Rate 11.50 July 31, 2015 11.50 --

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

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

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

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Reserve Bank of Australia – Cash Target Rate 2.00 July 7, 2015 2.00 2.00

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

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

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

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

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

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

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

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

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

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

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

In Canada, April GDP (Tuesday) is the only relevant data release next week and we expect a flat m/m figure. All domestic markets will be shut on 
Wednesday for Canada Day, with an early close for bond/money markets on Tuesday. BoC Governor Poloz speaks on a panel this Sunday but there are 
no published remarks, questions or media. In the U.S., Independence Day falls on a Saturday this year, so fixed income and equity markets will be closed 
on Friday. In turn, that means June nonfarm payrolls will be released on Thursday and will carry the highest market risk next week. Pending home sales 
(Monday), S&P Case Shiller home prices (Tuesday), consumer confidence (Tuesday), ISM manufacturing (Wednesday), Wards Vehicle Sales 
(Wednesday) and ADP Employment (Wednesday) are lighter risk. Fed-speak is minimal with only Esther George (alternate) and James Bullard (alternate) 
on the docket so far.

We do not expect the Swedish Riksbank to announce any changes to benchmark interest rates on July 2nd, maintaining an ultra-loose monetary policy 
stance for an extended period of time. There is potential that the central bank could opt to increase the size of its QE program in the coming months should 
exchange rate dynamics halt the inflation recovery. 

North America 

Europe 

Asia Pacific 

Latin America 

Africa 

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

Canada 2014 14Q4 15Q1 Latest United States 2014 14Q4 15Q1 Latest
  Real GDP (annual rates) 2.4 2.2 -0.6   Real GDP (annual rates) 2.4 2.2 -0.2
  Current Acc. Bal. (C$B, ar) -41.5 -52.2 -69.9   Current Acc. Bal. (US$B, ar) -390 -413 -453
  Merch. Trade Bal. (C$B, ar) 5.0 -8.1 -31.0 -35.7 (Apr)   Merch. Trade Bal. (US$B, ar) -741 -744 -756 -728 (Apr)
  Industrial Production 2.5 1.3 -1.7 -2.4 (Apr)   Industrial Production 4.1 4.5 3.4 1.6 (May)
  Housing Starts (000s) 189 184 175 202 (May)   Housing Starts (millions) 1.00 1.06 0.98 1.04 (May)
  Employment 0.6 0.7 0.6 1.0 (May)   Employment 1.9 2.2 2.3 2.2 (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 1.7 (Apr)   Retail Sales 3.6 3.8 1.8 2.0 (May)
  Auto Sales (000s) 1850 1905 1800 1882 (Apr)   Auto Sales (millions) 16.4 16.7 16.6 17.7 (May)
  CPI 1.9 1.9 1.1 0.9 (May)   CPI 1.6 1.2 -0.1 0.0 (May)
  IPPI 2.5 1.3 -1.7 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 9.4

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

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

France United Kingdom
  Real GDP 0.2 0.0 0.8   Real GDP 2.8 3.0 2.4
  Current Acc. Bal. (US$B, ar) -28.1 0.8 -4.3 -22.9 (Apr)   Current Acc. Bal. (US$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 5.5 (Mar)
  CPI 0.5 0.3 -0.2 0.8 (May)   CPI 1.5 0.9 0.1 1.8 (May)

Italy Russia
  Real GDP -0.4 -0.4 0.1   Real GDP 0.6 0.4 -2.2
  Current Acc. Bal. (US$B, ar) 30.9 57.4 22.2 61.7 (Apr)   Current Acc. Bal. (US$B, ar) 59.5 15.4 23.5
  Merch. Trade Bal. (US$B, ar) 56.7 73.3 34.5 48.3 (Apr)   Merch. Trade Bal. (US$B, ar) 15.8 14.1 14.5 15.0 (Apr)
  Industrial Production -0.5 -1.0 -0.5 -0.3 (Apr)   Industrial Production -1.6 2.1 -0.4 -5.5 (May)
  CPI 0.2 0.1 -0.4 0.2 (May)   CPI 7.8 9.6 16.2 15.8 (May)

Europe 

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

Economic Statistics 

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

Australia 2014 14Q4 15Q1 Latest Japan 2014 14Q4 15Q1 Latest
  Real GDP 2.7 2.4 2.3   Real GDP -0.1 -0.9 -1.0
  Current Acc. Bal. (US$B, ar) -40.6 -40.1 -34.2   Current Acc. Bal. (US$B, ar) 24.4 54.0 143.5 133.1 (Apr)
  Merch. Trade Bal. (US$B, ar) 12.2 4.9 2.4 -24.2 (Apr)   Merch. Trade Bal. (US$B, ar) -122.3 -77.8 -29.2 -18.1 (May)
  Industrial Production 4.4 3.7 2.8   Industrial Production 2.1 -1.4 -2.2 0.1 (Apr)
  Unemployment Rate (%) 6.1 6.2 6.2 6.0 (May)   Unemployment Rate (%) 3.6 3.5 3.5 3.3 (May)
  CPI 2.5 1.7 1.3   CPI 2.7 2.5 2.3 4.2 (May)

South Korea China
  Real GDP 3.3 2.7 2.5   Real GDP 7.4 7.3 7.0
  Current Acc. Bal. (US$B, ar) 89.2 108.9 93.8 97.6 (Apr)   Current Acc. Bal. (US$B, ar) 219.7
  Merch. Trade Bal. (US$B, ar) 47.2 73.4 86.6 75.6 (May)   Merch. Trade Bal. (US$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 -10.4 (May)
  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 -2.4 (May)

Indonesia
  Real GDP 5.0 5.0 4.7
  Current Acc. Bal. (US$B, ar) -25.4 -5.7 -3.8
  Merch. Trade Bal. (US$B, ar) -0.2 -0.1 0.8 1.0 (May)
  Industrial Production 4.6 4.8 4.7 6.7 (Mar)
  CPI 6.4 6.5 6.5 7.1 (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$B, ar) -104.1 -119.3 -101.6   Current Acc. Bal. (US$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 2.8
  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 (Apr)
  Unemployment Rate (%) 6.0 5.6 6.8 7.0 (May)   Industrial Production 1.5 0.4 -2.0 -3.6 (Apr)
  CPI 3.2 3.2 3.0 3.4 (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/19 Jun/26* United States 14Q4 15Q1 Jun/19 Jun/26*
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 0.60 0.58   3-mo. T-bill 0.04 0.02 0.00 0.00
  10-yr Gov’t Bond 1.79 1.36 1.72 1.86   10-yr Gov’t Bond 2.17 1.92 2.26 2.46
  30-yr Gov’t Bond 2.34 1.98 2.33 2.45   30-yr Gov’t Bond 2.75 2.54 3.05 3.22
  Prime 3.00 2.85 2.85 2.85   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 74.6 77.6 77.2 (May)   FX Reserves (US$B) 119.0 108.2 108.5 (May)

Germany France
  3-mo. Interbank 0.02 -0.02 -0.03 -0.03   3-mo. T-bill -0.05 -0.16 -0.19 -0.20
  10-yr Gov’t Bond 0.54 0.18 0.75 0.92   10-yr Gov’t Bond 0.83 0.48 1.16 1.29
  FX Reserves (US$B) 62.3 61.2 61.1 (May)   FX Reserves (US$B) 49.5 50.5 47.5 (May)

Euro Zone United Kingdom
  Refinancing Rate 0.05 0.05 0.05 0.05   Repo Rate 0.50 0.50 0.50 0.50
  Overnight Rate 0.14 0.05 -0.12 -0.11   3-mo. T-bill 0.44 0.45 0.47 0.48
  FX Reserves (US$B) 327.6 330.9 325.5 (May)   10-yr Gov’t Bond 1.76 1.58 2.01 2.19

  FX Reserves (US$B) 95.7 105.8 110.3 (May)

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 0.03 0.03   10-yr Gov’t Bond 2.74 2.32 2.88 3.06
  10-yr Gov’t Bond 0.33 0.41 0.42 0.47   FX Reserves (US$B) 50.8 53.8 53.0 (May)
  FX Reserves (US$B) 1231.0 1216.1 1216.4 (May)

Exchange Rates (end of period)

USDCAD 1.16 1.27 1.23 1.24   ¥/US$ 119.78 120.13 122.71 123.95
CADUSD 0.86 0.79 0.82 0.81   US¢/Australian$ 0.82 0.76 0.78 0.76
GBPUSD 1.558 1.482 1.588 1.573   Chinese Yuan/US$ 6.21 6.20 6.21 6.21
EURUSD 1.210 1.073 1.135 1.115   South Korean Won/US$ 1091 1110 1107 1116
JPYEUR 0.69 0.78 0.72 0.72   Mexican Peso/US$ 14.752 15.264 15.349 15.568
USDCHF 0.99 0.97 0.92 0.94   Brazilian Real/US$ 2.658 3.197 3.098 3.130

Equity Markets (index, end of period) 

  United States (DJIA) 17823 17776 18016 17988   U.K. (FT100) 6566 6773 6710 6772
  United States (S&P500) 2059 2068 2110 2105   Germany (Dax) 9806 11966 11040 11510
  Canada (S&P/TSX) 14632 14902 14653 14853   France (CAC40) 4273 5034 4815 5080
  Mexico (IPC) 43146 43725 44973 45580   Japan (Nikkei) 17451 19207 20174 20706
  Brazil (Bovespa) 50007 51150 53749 53834   Hong Kong (Hang Seng) 23605 24901 26761 26664
  Italy (BCI) 1038 1273 1239 1287   South Korea (Composite) 1916 2041 2047 2090

Commodity Prices (end of period)

  Pulp (US$/tonne) 1020 980 980 980   Copper (US$/lb) 2.88 2.74 2.57 2.60
  Newsprint (US$/tonne) 595 570 550 550   Zinc (US$/lb) 0.98 0.94 0.93 0.92
  Lumber (US$/mfbm) 340 282 299 300   Gold (US$/oz) 1206.00 1187.00 1203.40 1170.50
  WTI Oil (US$/bbl) 53.27 47.60 59.61 58.95   Silver (US$/oz) 15.97 16.60 16.12 15.83
  Natural Gas (US$/mmbtu) 2.89 2.64 2.82 2.79   CRB (index) 229.96 211.86 222.13 224.33

* 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.   
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