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Yogi And The Yuan 

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

Asia — It Ain’t Over Till It’s Over 

It is likely wildly premature to declare that instability in Chinese policy, 
markets, and the Chinese economy is over just because of recent policy 
steps including the suspension of stock market circuit breakers and heavy 
equity buying by state-sponsored funds that at least temporarily restored 
some calm to markets. Policy risks could well remain a focus into the 
Monday Asian market opening, and throughout the next week and for an 
extended period beyond for that matter. Policy risk from China is a wildcard 
versus the calendar of expected developments that will be highlighted in a 
moment.  

The issue is whether, when, and by how much China may devalue its 
currency even further. Markets are already convinced that further 
devaluations lie ahead as illustrated by the difference between the onshore 
and offshore currency values (chart 1). Trying to smooth the depreciation 
has contributed to a decline of about two-thirds of a trillion USD since 
reserves peaked in mid-2014. Advisers to the People’s Bank of China 
reportedly told the central bank it should allow a sudden depreciation in the 
yuan by up to 10-15%. This may be unlikely, but significant devaluations 
like last August are obviously not without precedent. The yuan versus the 
USD has already depreciated by over 6% since prior to the sudden devaluation last August (chart 2). A 
Reuters report quoted one adviser as saying “We should let the yuan have a considerable depreciation, but 
we should have a bottom line; it cannot create a big impact on the economy and financial system, and a big 
panic in the capital market.”  The motivation for this one-and-done (at least for a while) approach is to get in 
front of markets that are plotting their own trajectory out of mistrust for policy guidance that has repeatedly 
guided markets against expecting devaluations — only to deliver a multitude of said devaluations. The driving 
motivation in a fundamentals sense is to address China’s heavily impaired export competitiveness. The proper 
way of looking at the currency is to trade-weight it against the currencies of other trading partners, and adjust 
it for relative inflation trends. This measure is the so-called real effective exchange rate. It has appreciated by 
about 60% over the past decade. Over this period, this large deterioration in Chinese export competitiveness 
has crushed the current account surplus — the broadest measure of a country’s net exports and investment 
flows (chart 3). Amidst pressures against export growth, Chinese policy makers have intensified their efforts to 
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drive the currency lower and thus gain export shares in key markets such as the Eurozone and US while 
fending off other regional Asian producers that have become a source of greater competition over time. It is 
always worth observing that history is replete with examples of countries that attempt to come off overvalued 
currency pegs — like that which existed in China against the USD prior to SDR inclusion and adopting a multi-
currency weighted apparatus last year — but fail to do so in an orderly fashion. Devalue further and markets 
risk becoming more unstable; don’t devalue further and continue to suffer impaired export 
competitiveness and frustrated Chinese growth prospects that could also be destabilizing to the world 
economy. Clearly the policy choices are not easy, but the policy options are diverse. 

That segues rather nicely into how other Asian central banks may confront this challenge. Two of them will 
step up to the plate with fresh policy rate decisions next week including Bank Indonesia and the Bank of 
Korea. Since the start of last August before the first yuan devaluation in the current round, the South Korean 
won and the Indonesian rupiah have appreciated by 4-5% versus the yuan. This has damaged their own trade 
competitiveness at fragile points in their own economic outlook, and developments risk becoming a round of 
competitive devaluations. One bias may be to view competitive currency devaluations as positive for world 
growth since they can be driven by easier monetary policy that — all else equal — may be positive for growth. 
While perhaps true to a point, this view is likely somewhat naïve given the potentially destabilizing risks to 
financial markets. The history of waves of competitive devaluations and realigning currencies with underlying 
fundamentals has often coincided with periods of financial market dislocation effects that can present negative 
feedback effects on fundamentals like world growth. 

With that going on, it’s unlikely that data risk will figure prominently across Asian economies. At the top of the 
list of such data risk, mind you, will be Chinese CPI on Friday evening January 8th, Chinese financing figures, 
and export growth for December that will likely reinforce the country’s export woes. For the scorekeepers, 
other releases will include Australian jobs, trade reports from India, Indonesia, and Japan, CPI from India, and 
industrial production from India and Malaysia. 

United States — Earnings And Holiday Sales 

Remember the holiday season?  After the week that just passed, one would be excused for treating it as a 
distant memory. Markets may not be so forgetful, however, when a fuller glimpse of retail sales during the 
holiday season arrives next Friday. That will combine with the start of the freshest quarterly earnings 
season in the later part of the week to shape domestic influences on the US and perhaps global market tone. 

Eleven firms release earnings next week and the key focus will be 
on the financials. Alcoa (Monday) used to formally kick off the 
season but others release before it. Instead, focus more on JP Morgan 
and Intel on Thursday and then Citigroup, Wells Fargo, BlackRock and 
other financials on Friday. While China, the Middle East and North 
Korea haven’t helped global influences on the market tone of late, it’s 
entirely conceivable that at least some of the equity market weakness 
is due to the often typical market moves ahead of earnings season. 
Recall that over the years we have constantly emphasized the role 
that Sarbanes-Oxley and other pieces of legislation played in making 
US equity analysts far more reserved in their calls. Since the dot-com 
period, analysts’ earnings estimates have been beaten with fairly 
consistent regularity. Fear of being sued, censored by regulators, or 
generally pilloried have caused them to become more risk averse. 
That yields two important observations. One is the unusual pattern of 
analysts’ earnings’ estimates (chart 4). There is an unusual 
seasonality to the earnings estimates for the next four quarters that 
often hits a low for earnings estimates into each quarterly earnings 
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season and then gets revised upward fairly sharply as results arrive 
accompanied by management guidance. This pattern may also be 
evident in equity market valuations (chart 5) that often — not always — 
weaken into an earnings season and rally thereafter when downwardly 
revised earnings estimates are revised higher. 

The retail sales print for December is expected to be soft on the 
headline number, but stronger on core sales ex-autos and gasoline, and 
could be subject to revisions over earlier parts of the holiday season. 
Retail sales reports are often subject to heavy revisions and it’s possible 
that the fact that Cyber Monday fell in November this year versus the 
start of December in past years may not have been completely captured 
in the first estimate for November retail sales. A drop in vehicle sales 
and gasoline prices during December will require sizeable upsides in 
other sales components in order to keep the headline in the black as 
consensus expects. 

A bevy of lesser releases will be scattered across the week including 
industrial production for December that may be challenged by lower output at utilities on warmer than usual 
weather, and an ongoing inventory unwind from elevated inventory-to-sales levels across North American 
supply chains. Producer prices, a pair of labor market readings like the Labor Market Conditions Index and the 
JOLTS vacancies measure, University of Michigan consumer sentiment, the first of the regional manufacturing 
surveys (Empire) and the Fed’s Beige Book of regional conditions round things out. 

It may also be a heavy week for Fed speak with NY Fed President William Dudley (permanent voter), new 
voting regional Presidents Rosengren and Bullard, alternate members Evans and Kaplan, and nonvoting 
members Lockhart and Lacker all scheduled to deliver addresses. The US Treasury also auctions 3s and 
reopens 10s and 30s. 

Canada — Watching China 

The greatest risk facing Canadian markets could be determined by 
China by way of policy effects on the commodities complex. There 
is little of consequence on the domestic calendar that could impact 
markets next week.  

Housing will be somewhat of a focal point. Housing starts, existing home 
sales and the Teranet repeat-sales measure of resale prices in December 
will combine with new house prices in November to inform perspectives 
on housing and how that translates into contributions to inflation. Existing 
home sales have risen at a fairly robust pace over the past couple of 
months following earlier weakness; a caution is that the volumes are 
typically lower at this time of year. The full housing cycle that really kicked 
off after the dismal 1990s has been marked by strong upward pressure 
upon house prices across almost all cities in the land. Witness chart 6. All 
but the bottom four smaller cities have doubled or tripled their average 
house prices since 2000. Each region carries a different mixture of drivers 
including local growth fundamentals and local demographic influences 
such as international migration and buying as well as intraprovincial 
migration patterns. The point here, however, is that the massive house 
price appreciation over the full housing cycle has occurred across 
Canada — not just in Vancouver and Toronto. 
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A pair of Bank of Canada surveys may capture some attention Monday morning with a particular focus on 
what the limited sample size of 100 respondents expect for year-ago sales growth.  

Earnings season is off to a slow start and typically lags the US which itself heats up next week. A few firms 
like Cogeco, Corus and Shaw release. Canada also auctions 5 year bonds on Wednesday. 

Finance Minister Bill Morneau speaks twice next week as part of pre-budget consultations. His address will be 
titled “Growing our Economy to Strengthen the Middle Class.”  We’re entering the period of trial balloons and 
pre-budget guidance given the historical pattern of disclosing some Budget contents in advance to the point to 
which often little new information is divulged on budget day itself. 

Europe — How Many Words Will It Take To Say ‘Not Yet’? 

In scanning comments by Bank of England officials that mostly pre-date 
the holidays, probably none of them are terribly useful in the present 
circumstance. Global developments so far this year have already 
reinforced market conviction that the Bank of England will leave its policy 
rate unchanged throughout the year and including next Thursday. Take 
your pick from the following:  serious question marks overhanging the 
outlook for the Chinese economy and global market effects; instability in 
the Middle East; and geopolitical tensions elsewhere including on the 
Korean peninsula — all in the context of soft global growth. In fact, 
markets assign a greater (but still small) chance to a cut than a hike 
straight through into summer and then tilt the balance of tail risks 
more toward hikes thereafter. Enter chart 7 that shows market 
expectations for a BoE policy hold at 0.5% throughout this year. Several 
forecasting shops have recently postponed their projected rate increases 
until late year. 

Other European developments will be focused upon limited data risk. 
Industrial production figures out of the UK, Italy, and Spain plus the 
Eurozone add-up, CPI from France and Spain and a CPI revision from 
Italy will further inform Eurozone CPI tracking after the initial print came in at 0.2% y/y which was a mild tick 
beneath consensus expectations.  
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More Of The Same, More Or Less  

The global economy is expected to regain some modest traction this 
year, with the expansion supported by still-accommodative financial 
market conditions throughout much of the world and very low energy 
prices. Nevertheless, the globe’s overall performance will remain 
historically sub-par, with the pace of growth dampened by the 
slowdown in China, the persistent underperformance in the euro 
zone and Japan, and ongoing weakness in most commodity and 
manufacturing sectors. As well, chronically high private and public 
sector debt burdens, the ongoing restraint on investment stemming 
from oversupply conditions in most commodity markets, and the 
elevated level of uncertainty associated with recurring geopolitical 
strains will also contribute to the lacklustre advance. 

From a performance perspective, the U.S. and the U.K. are expected 
to lead the advanced nations. Euro zone activity is likely to post a 
further modest gain, while Japan and Canada should continue to lag. 
India and China will take the top two spots on the emerging markets’ 
growth ladder, although the two nations will continue to exhibit diverging growth trends. India should benefit from 
increased infrastructure and domestic spending, while China’s transition to a more consumer- and service-focused 
economy is being constrained by efforts to reduce overcapacity in many of its trade-sensitive manufacturing 
industries. Lower oil prices will provide a lift to many of the large importing nations in the Asia-Pacific region and help 
offset the impact of China’s slowdown. China’s under performance will also limit the export potential in the Pacific 
Alliance countries, although Mexico and Colombia will benefit from the pick-up in U.S. activity. Recessionary 
conditions will persist in Brazil and Russia.  

Global output growth could exceed generally low expectations if the stimulative mix of low borrowing costs, low 
oil/commodity prices, significant currency depreciations versus the U.S. dollar, and additional fiscal stimulus in 
some countries is finally able to translate into stronger momentum. The U.S. has the potential to generate 
increased domestic spending, with consumers benefitting from improving job and income performances 
alongside much improved household balance sheets and considerable pent-up demand, especially for housing. 
Low mortgage rates for longer are also supportive of improved U.S. housing activity. There are some 
encouraging signs that Chinese households are responding to the series of stimulative monetary and fiscal 
measures introduced last year, and that euro zone activity is continuing to build momentum gradually.  

Nevertheless, stronger economic growth has failed to materialize in recent years because of the absence of more 
synchronized economic performances internationally, and the persistent weakness in business investment especially 
among the commodity-producing nations. Imbalances persist even in the U.S. where the strong greenback is 
undercutting net exports and foreign earnings. Capital goods orders in the U.S. and around the world have yet to mount 
a meaningful rebound, thereby keeping global trade in the slow lane. Comparatively high and rising debt burdens 
across a number of advanced and emerging market economies and sectors are becoming an increasing drag, 
especially with incomes constrained by the sluggish growth. Pressure is mounting on many advanced and emerging 
countries to provide additional fiscal stimulus to help boost growth with monetary policy already very accommodative.  

Demand for some commodities, and crude oil in particular, is reviving, even in In the current slow growth environment. 
However, the oil market remains oversupplied, with global production continuing to increase, inventories at record 
levels, and potentially more supply coming on stream. This situation can be rectified either through much stronger 
commodity demand, or via a combination of further industry consolidation and production cuts. For the time being, 
prices are well below breakeven costs for most crude oil producers in the NAFTA zone, highlighting the increasing 
financial stress being absorbed by producers. Meaningful production cuts have yet to be implemented, but will likely 
be needed to promote a quicker and sustained rebalancing of markets and a revival in prices.  

Canada’s non-resource shipments should receive a boost from U.S. spending gains, underpinned by the NAFTA 
region’s highly integrated supply chains for manufactured products such as machinery, transportation 
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equipment, and housing-related materials. The currency-sensitive sectors should receive a further assist from a 
Canadian dollar which has depreciated over 30% vis-à-vis the greenback since mid-2011. The country’s large 
and diversified service sector should help support activity during this period of continuing consolidation in the 
resource-producing regions, and only limited gains in domestic spending and housing activity in response to 
moderating employment and high household debt burdens. Nonetheless, Canadian exports have significantly 
underperformed relative to prior expansions, and even those where the Canadian dollar had depreciated 
sharply. Sub-par economic gains in the U.S. and globally in recent years are largely responsible, but other 
factors have also contributed, such as the sharp slide in commodity prices, the enhanced competitiveness of 
countries with lower-cost manufacturing capabilities and equally large currency adjustments, the lingering non-
tariff barriers which restrict trade between Canada and the U.S., and the increased reshoring capabilities of U.S. 
firms.  

Price pressures are most evident in the lofty valuations for many risk assets including real estate and other collectibles 
which have benefitted from the non-conventional monetary easing needed to keep the global economy out of 
recession, as well as the highly inflation-prone countries such as Venezuela, Brazil, and Argentina. Some inflation 
resilience internationally is expected because of rising wages in the U.S., higher imported costs in many countries 
which have been aggravated by increasing currency weakness, higher costs for goods & services owing to increased 
government taxes and regulations, and generally poor productivity gains. Inflation could also mount a more 
sustainable recovery if commodity prices — and energy prices in particular — move higher. But for the most part, the 
persistent deflationary consequences associated with chronic economic underperformances around the world, the 
likelihood that commodity prices will remain low as supply-side adjustments are slowly implemented, and the lack of 
buying power in countries challenged by sub-par income gains, suggest that inflation will be slow to revive.  

The Fed expects that solid U.S. domestic demand and tightening labour markets, alongside expectations for more 
stable commodity prices, will eventually boost U.S. wages and overall inflation. Following the mid-December 25 bps 
hike in the Fed funds rate, the FOMC projects a 'gradual' one percentage point rise in rates by the end of the year. 
Short-term interest rates have also moved higher in a number of countries whose economies and currencies are 
closely aligned to U.S. economic and financial cycles (e.g., Mexico, Colombia, Hong Kong, and a number of Middle 
East oil-producing nations), and some developing countries where increasing capital outflows threaten to aggravate 
already deteriorating domestic economic and financial conditions (e.g., Brazil and Argentina). But for most countries 
and regions affected by chronic economic weakness and lingering deflationary pressures, short-term rates were 
either left unchanged, or reduced prior to the Fed’s move to mitigate any negative spillover from the U.S. shift 
towards restraint. A further divergence in growth performances between the U.S. and other countries could 
potentially trigger additional easing to counter lagging economic activity. Canadian rates will be slow to turn higher in 
this environment, with negative spreads widening vis-à-vis U.S. borrowing costs. 

The U.S. dollar should strengthen further, underpinned by the relative economic outperformance of the U.S. and the 
shift to a slightly less accommodative monetary stance. Even so, the drag from a further deterioration in net exports 
and the compression on overseas earnings will likely limit the extent of the appreciation. At the same time, many 
countries around the world will continue to favour lower-valued currencies to bolster export competitiveness and 
foreign earnings, particularly among the harder hit commodity-producing nations. The same applies to countries 
undergoing structural transitions like China and Brazil. Although competitive revaluations are not a long-term 
panacea for the demographic and productivity challenges confronting most nations, they are an important economic 
safety valve during a period of unprecedented underperformance and uncertainty. Some countries will allow market 
forces to weaken their currencies further, while others will take unilateral actions to push their currencies lower.   

Ongoing problems in the Middle East, Eastern Europe, and Africa could easily escalate into more intense 
regional and global confrontations, with negative ramifications for a variety of commodity and financial markets. 
Combined with the elevated risk triggered by recent terror events globally, increasing cyber-attacks, and the 
potential for heightened political uncertainty — BREXIT for example — they pose an added restraint on 
confidence and spending. At the same time though, there is increasing political pressure to boost government 
spending on infrastructure and the refugee crisis. And from a longer-term perspective, ratification of major trade 
deals such as TPP and CETA could provide a much needed boost for global trade.  
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2016 Begins With Elevated Currency Market Volatility 

Uneven global growth, sustained USD strength, bearish commodity price dynamics, persistent stress in high 
yielding corporate debt markets, disruptive financial market developments in China, and escalating military 
upheaval in the Middle East (particularly in the energy-rich nations) are key factors shaping investor sentiment 
in global foreign exchange markets at the beginning of the year.  

We remain constructive on the outlook for the USD through 2016. The USD ended 2015 with a 9% rise versus 
the major currencies, its third consecutive annual gain. We think the USD will strengthen further in the coming 
months but the “easy” money being long USD has already been made. As the rally enters the mature stage of 
the cycle late in 2016, the trending nature of the USD rally may turn into a choppier and more volatile phase of 
movement that is more typical of market trend transitions. The United States remains the G7 growth leader 
and the economy has seen a marked structural improvement in recent years (stronger labour market, lower 
deficits). Stress in the high yield corporate debt market underscores the fact that problems remain, however. 

The Fed has successfully initiated policy “lift off”. However, there is still a clear split between the Fed’s rhetoric 
“gradual pace” of tightening (four increases of 25 bps this year) and what the market expects the Fed to do 
(just two increases). We feel there is more mileage in the policy divergence story for the USD in the year 
ahead as the market will have to adjust to the Fed’s schedule. The outlook is subject to risks. If the US 
economy stumbles in the first quarter, as has been the case regularly since 2010, current market pricing for 
Fed tightening will look vindicated prompting the USD to slide somewhat. Disappointing growth in the US may 
strengthen the case for easing elsewhere, however, so it is not obvious that the USD would weaken 
significantly or for an extended period. The US economy has typically recovered well from Q1 growth worries. 

The Canadian dollar (CAD) is set to weaken further in 2016, though a lot of bad news are already factored into 
the exchange rate. The CAD dropped more than 16% against the USD in 2015 and has fallen more than 30% 
over the past three years. Low oil prices and sluggish domestic growth will count against the CAD this year 
but we think longer-term investors may start to see the CAD as offering better value if spot reaches the 
1.42/1.45 range in the next few months. Seasonally, the weak points of the year for the CAD are January and 
October/November. The highs we see in USDCAD in Q1 may represent the high-tide mark until year-end. 

The Latin American currency universe retains a weak tone. The Mexican peso (MXN) may be subject to higher 
volatility as non-resident investors in local-currency securities assess the US interest rate outlook. The Brazilian 
real (BRL) will continue to weaken on the grounds of intensifying political risk, accelerating inflation and deep 
recessionary conditions, yet the bulk of the depreciation has already occurred. Commodity-linked economies 
are subject to escalating currency market stress and low investment dynamics. Indeed, depressed copper and 
oil prices will weigh on the Colombian, Chilean and Peruvian currencies for longer than previously anticipated.  

The euro (EUR) will continue to weaken in 2016. EURUSD’s strength through December reflected late-year 
profit-taking and position adjustment after the ECB policy meeting rather than any significant change of view 
on the EUR outlook. Rising US interest rates have widened Eurozone-US interest rate differentials to 140 bps 
at the short end of the curve (2-year government bonds), the biggest yield advantage for the USD since 2006. 
This represents a source of significant support for the currency. Our fair value estimate for EURUSD, based 
on spot regressions with spreads and relative equity market returns suggest EURUSD should be trading 
around par now. We target 0.95 over the course of 2016. We expect the British Pound (GBP) to continue to 
weaken against the USD but hold up relatively better against the EUR. Slightly weaker than expected UK 
growth and persistently low inflation implies the Bank of England is under no immediate pressure to tighten 
monetary policy, however. The “Brexit” issue remains a significant downside risk for the pound in 2016. 

The Asian FX market will be strongly affected by developments in China. We are of the view that the Chinese 
renminbi (CNY) will maintain a depreciating bias in 2016. The Japanese yen (JPY) may also be affected by 
Chinese market/policy developments. USDJPY ended 2015 very close to where it started the year — around 
120 — suggesting that the significant sell-off in the JPY seen over the previous three years has stalled to 
some extent. We still think risks for USDJPY lie to the topside over the coming year, given our outlook for 
higher interest rates in the US and low and stable rates in Japan while regional currency weakness may add 
to JPY headwinds in 2016. 
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Asia-Pacific Regional Outlook 2016-17 

China Shapes Regional Outlook | Management of China’s Reforms Critical for Stability 

The health of the Chinese economy and the government’s ability to manage the country’s multifaceted 
structural reform process will rank among the top global issues shaping the 2016 outlook. The pace of China’s 
economic growth continues to slow down, reflecting structural change 
as the nation moves to a more advanced phase of economic 
development, driven by the services sector and consumer spending. 
The strong deceleration forces at play are underlining the need for 
keeping reform of the centrally-planned economic model a policy 
priority. Given the complex economic restructuring agenda and the 
volatility that its execution may trigger, government intervention in 
China will remain the norm. Further opening of China’s capital account 
will continue in 2016, yet this process will likely be very gradual to 
minimize further bouts of market instability. The Chinese government 
will also emphasize supply side reforms over the coming quarters; 
policymakers have indicated that beyond stimulating demand, they will 
also focus on lowering overcapacity in the economy. Accordingly, 
significant monetary stimulus over the course of 2016 is unlikely in 
China. Meanwhile, targeted fiscal spending is likely to continue, 
particularly focusing on infrastructure. We expect China’s real GDP to 
grow by 6.4% this year and further decelerate to 6.2% in 2017. 

Regional Momentum to Recover Only Modestly | India Remains Growth Outperformer  

The widening divergence in economic performance between Asia’s two giants is becoming increasingly 
evident in 2016 with India’s economic expansion continuing to outpace that of China. We expect India’s output 
to grow by 7.6% this year, supported by favourable demographics and rising disposable incomes. However, 
the country is still operating below potential given the challenge in reaching policy consensus around 
structural adjustments that would improve India’s business environment. The Australian economy continues to 
be adversely impacted by low commodity prices and weaker demand in China, which purchases close to 40% 
of Australian exports. Meanwhile, higher export volumes and sound consumer spending continue to provide 
support to the economy. Japanese real GDP growth remains subdued compared to other advanced 
economies despite Prime Minister Shinzo Abe’s continuing efforts to boost momentum. Regardless of the 
country’s persisting economic hurdles, the Japanese yen will remain a key indicator of global investor 
sentiment in Asia as a result of its safe-haven currency status. Elsewhere in Asia-Pacific, 2016 will bring about 
only modest improvements in economic performance; domestic conditions will respond to recent fiscal and 
monetary stimulus and persistently low energy prices, while stronger momentum in advanced economies will 
result in a gradual recovery in the region’s export sector.  

Market Volatility Amid Diverging Monetary Policies | High Leverage Remains a 
Concern 

Global financial markets, headed by China, are commencing 2016 with elevated volatility. This development is 
emphasized by monetary policy divergence globally with the US Federal Reserve initiating monetary 
tightening while most Asia-Pacific economies covered in this report, except for Hong Kong, will maintain an 
easing bias in the near term. Accordingly, individual country fundamentals — such as government finances, 
external positions, and the health of household finances and corporate balance sheets — will play a critical 
role in determining risk differentials and exchange rate dynamics. Adding to corporate distress is the 
continuing increase in non-financial sector leverage at a time of generally muted economic growth (the non-
financial debt burden of China, South Korea and Hong Kong averaged 165% of GDP in mid-2015, up almost 
40 percentage points over the past five years). Moreover, policymakers in Australia, Hong Kong, South Korea, 
and China will continue to pay special attention to real estate developments and household debt as the low  

Tuuli McCully 416.863.2859 
tuuli.mccully@scotiabank.com 

 
ASIA-PACIFIC 

0

1

2

3

4

5

6

7

8

9

10

JP HK AU SK CH IN

Last Decade

2016-17 (f)

Real GDP Growth

y/y % change

Source: National Statistics Agencies,
Scotiabank Economics.

Chart 1 



Economics 

Global Views 
  

January 8, 2016 

10 

  

… continued from previous page 

interest rate environment has been feeding strong house price gains. Looking ahead, the risks of higher 
interest rates and a heavy debt burden are somewhat counterbalanced by the region’s increasingly resilient 
financial sector, large foreign exchange reserves, solid sovereign debt profiles, and improved external trade 
positions. 

Deeper Economic Integration in Sight | Regional Geopolitical Risks Build on Global 
Issues  

The Trans-Pacific Partnership agreement and the proposed Regional Comprehensive Economic Partnership, 
among other trade and investment negotiations underway, will help deepen the region’s economic integration. 
Such agreements will broaden the market for export-oriented countries and lessen their dependence on China 
in the medium-to-long term, while creating a more attractive destination for foreign direct investment. The 
potential for further intensification of geopolitical risks adds to economic uncertainty in Asia-Pacific over the 
course of 2016. While global attention has largely been drawn by conflicts and political developments in the 
Middle East, regional disputes — such as competing territorial claims between Japan and China in the South 
China Sea, increased North Korean military defiance, and Japan’s prioritisation of military spending — 
continue to simmer, challenging regional economic integration efforts. Meanwhile, the election cycle in Asia-
Pacific may cause periods of elevated investor risk aversion over the coming quarters as policymakers’ 
national agendas may be distracted by electoral aspirations. India will hold various state elections this year, 
South Korea’s parliamentary elections will take place in April, and Australia’s next federal election is expected 
to be held in the second half of the year.  

 

 

 

 

 

 

 

 

 

 

For further information on the economic outlook of Asia-Pacific economies, please refer to the  
Asia-Pacific Regional Outlook (Winter 2016) report, published on January 7th, at scotiabank.com/economics. 
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Oil Market Shrugs Off Heightened Tension In The Middle East 

 The absence of any sustained positive price action on the back of a hard hit to Saudi-
Iran relations is illustrative of the level of bearishness currently gripping the market.  

Violence and political machinations in the Middle East have historically had a pronounced effect on the price 
of oil — as recently as the summer of 2014, the seizing of Mosul by the Islamic State in Iraq pushed the price 
of Brent crude above $115 per barrel as market participants attempted to account for this latest “political risk 
premium.” However, since the price of crude began to tumble in the latter half of 2014, oil’s apparent 
sensitivity to regional crises has declined. This new found insensitivity was tested over the first weekend of 
2016 as relations between OPEC powers Saudi Arabia and Iran sharply deteriorated. Notwithstanding a 
temporary bump as the market first processed this information, oil prices closed lower still, seemingly agnostic 
to the rising potential for conflict in the oil-rich region. 

On Saturday, January 2nd Saudi Arabia executed 47 men for political and terrorism-related offences as part of 
an ongoing crackdown. Among those executed was Sheikh Nimr al-Nimr, a prominent Shi’ite Muslim cleric 
and outspoken critic of the Saudi royal family. Iranian authorities condemned the execution and said that 
Saudi rulers would face the “divine hand of revenge.” Later that evening, protests outside the Saudi embassy 
in Tehran became violent when protestors stormed the embassy, ransacked offices, and set the building on 
fire. 

In the days since, Saudi Arabia severed diplomatic relations with Iran, followed by a host of other countries in 
the region downgrading diplomatic status. Saudi Arabia subsequently cut off commercial ties, shut down air 
routes between the two countries, and banned Saudi citizens from visiting Iran. This remains a developing 
situation and there is a significant risk of further escalation. 

In the past, these rhetorical and diplomatic volleys would have been worth at least $5 a barrel; today, nothing. 
While commercial crude inventory levels are exceptionally high, spare capacity within OPEC — the traditional 
safety valve to ease fears of market disruptions — remains low by historical standards. Admittedly, little has 
changed in the physical oil market — we still have too much oil in the system, Iran is still going to increase 
production as it re-enters the market, and Saudi Arabia is still unlikely to cut — but the ease by which the 
market was able to shrug off this latest episode speaks to the entrenchment of current bearish sentiment.  

While there has been no physical market impact (yet), there are still concrete repercussions to this latest 
development. Further deterioration in Saudi-Iran relations has erased the already-slim possibility that OPEC 
members will cooperate as Iran begins to re-enter the oil market, potentially worsening the oil glut currently 
plaguing producers. Poorer relations will also exacerbate the financial costs associated with Saudi Arabian 
posturing in sectarian conflicts (Syria/Yemen) at the very time that it needs to get its government spending 
under control. Finally, those conflicts will be more difficult to resolve now that the likelihood of getting both 
Saudi Arabia and Iran negotiating in good faith has all but disappeared.  

The New Year is off to a rocky start, and a rhetorical arms race in the Middle East is sure to further cloud an 
already cloudy outlook.  
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Global Auto Sales Rev Up, Amid Underperforming Industrial Activity 

Global car sales accelerated sharply in late 2015, with gains 
strengthening since September across most regions. Momentum 
continued into December, with preliminary data indicating that global 
volumes jumped more than 6% y/y and lifted the gain of the past 
three months to the highest level early 2014. The improvement in 
auto industry volumes goes against the barrage of continued weak 
data on global industrial activity and partially reflects the benefit of low 
global energy prices which is providing consumers with significant 
savings and cushioning the loss of momentum of other sectors.   

The developed markets of Western Europe and North America led 
the advance in global car sales last month, with volumes ending 2015 
with a double-digit year-over-year increase — one of the strongest 
performances of the past year. In fact, four countries reported record 
passenger vehicle sales last year — the three NAFTA members and 
the United Kingdom. While this record-breaking performance is being 
supported by low interest rates and gasoline prices, it also reflects 
strengthening labour markets as well as significant replacement 
demand.  

Full-year vehicle purchases in North America climbed above 20 million units for the first time on record, led by 
a 12.5% jump in light truck volumes due to the soaring popularity of crossover utility vehicles (CUVs). Sales of 
CUVs in Canada and the United States surged 20% last year — the largest increase on record and nearly 
double the average advance of 11% per annum of the previous four years. Crossovers now account for nearly 
one-third of overall volumes in Canada and the United States, almost triple their share a decade ago.   

Car purchases in the large markets of Western Europe jumped 12% y/y in both November and December, led 
by a 21% surge in Spain. Car sales in Spain continue to be buoyed by a vehicle scrappage program which 
has led to back-to-back advances averaging 20% per annum. A strengthening economy is expected to lift 
volumes further in 2016, but the gain will likely moderate due to the potential expiry of the scrappage program 
by mid-year.  

Despite concerns of slowing economic activity across Asia, car sales also picked up in the region last month. 
Preliminary data for India, South Korea and Japan point to an 8% y/y advance in purchases for December, 
one of the best performances of the past year and nearly five times the 1.6% increase in volumes through 
November.  

Global car sales and consumer balance sheets will continue to benefit from the considerable savings to 
drivers from the decline in gasoline prices which have been, and will continue to be, supportive of stronger 
spending, increased savings, or a more rapid pay down of debt. Based upon very conservative assumptions 
of gasoline usage along with the hefty decline in pump prices experienced over the past 18 months, we 
estimate that Americans will save around US$225 billion, while Canadians will save about C$18 billion 
(US$13 billion). (Canadians fare proportionately less because gasoline prices have not declined on average 
by as much as south of the border.) The improved cash flows represent around 2% of personal disposable 
income in both countries, not an insignificant amount.  

In contrast, there are many diverse and compounding factors contributing to the loss of momentum in the 
global economy. They include the continuing deceleration in China’s output growth, the sluggish pace of 
overall activity in the euro zone and Japan, the myriad of temporary issues such as strikes, adverse weather 
conditions and recurring and geopolitical events that have affected virtually every region, and the U.S. in 
particular, at one point or another, the retrenchment in investment associated with the collapse in commodity 
prices throughout much of the world’s resource-producing areas, the slowdown in international trade and 
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shipping, and the deep recessionary conditions in the large economies of Brazil and Russia, just to name a 
few.  

These factors loom particularly large for commodity-producing emerging markets, and are contributing to the 
sharp deterioration in car sales and overall economic activity in Brazil. For example, car sales in Brazil 
plunged 37% y/y last month, undercut by slumping confidence due to weakening economic fundamentals and 
mounting political difficulties. For all of the 2015, car sales in Brazil fell by more than 20%, second-only to a 
near 40% plunge in car sales in Russia. Only the pre-owned market is holding up relatively well in Brazil, as 
households increasingly seek less expensive transportation alternatives.  

The slowdown outside of autos outside also reflects adjustments are underway internationally to reduce 
industrial overcapacity that is plaguing countries and sectors, most notably manufacturing and commodities. 
However, the process of stabilization and renewal in general has been slow to develop because overall 
demand still remains quite anemic. Expectations for stronger household and business spending around the 
world rely on a number of factors. First, interest rates are very low on average, and with expectations that 
inflation pressures will remain subdued, borrowing costs should stay low for longer. Second, the U.S. 
economy has the potential to outperform, with the consumer fortified by a strong job market and a gradual rise 
in wages. And third, purchasing power is being bolstered by the sharp drop in gasoline prices at the pump.  

Most ‘models’ estimate that the stimulative impact on oil importing nations globally outweighs the 
contractionary forces on oil producing regions. Even so, there are some factors which could reduce the net 
impact, such as the extent of the pass-through to consumers from local refiners, decisions by various 
jurisdictions to reduce/eliminate fuel subsidies, in addition to a potentially higher propensity to save during 
these deflationary and increasingly volatile and uncertain times.  

AUTOS 
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 Oil-Producing Jurisdictions — The 2016 Challenge 

 Alaska proposes extensive fiscal restructuring.  

During the second half of 2015, for the 131 sovereign nations 
that it assesses, Standard & Poor’s reports a reversal of the 
gradually improving trend since 2013 in the balance of negative 
versus positive outlooks. At year-end, 25 negative sovereign 
outlooks overwhelmed the eight positive outlooks. For oil-
producing jurisdictions weathering weaker global oil prices 
since mid-2014, the renewed softness in oil prices entering 
2016 affirms lower-for-longer government receipts. As outlined 
in the Scotiabank Commodity Price Index, Brent oil prices are 
expected to weaken from the 2015 average of US$54/barrel to 
US$40-45 in 2016 and US$45-50 in 2017.    

During an extended period of lower oil prices, the erosion of 
government revenues for oil-producing jurisdictions is forecast 
to broaden beyond petroleum-related receipts. In Canada, the 
three major oil-producing Provinces — Alberta, Saskatchewan 
and Newfoundland and Labrador — expect to shift from an 
estimated C$0.3 billion combined surplus1 in fiscal 2014-15 
(FY15) to a C$8.3 billion deficit in FYI6. For FY17, concerns already are emerging on the effort required to 
significantly scale back the red ink. Conversely, the other seven Provinces anticipate a C$2¼ billion bottom-
line improvement during FY16, narrowing their combined shortfall to C$8½ billion.  

Alaska, from prior years of resource receipts, is using its very large budgetary reserves, apart from its 
Permanent Fund Earnings Reserve (PFER), to offset its current structural deficit in its unrestricted general 
fund. The State’s unrestricted revenues, that approached US$9½ billion in fiscal 2012 when Alaska North 
Slope west coast spot prices averaged US$112.65/barrel, are expected to be just US$1.6 billion in fiscal 
20162 with further downward revisions likely and declining oil production expected going forward. Even with an 
estimated 16% expenditure reduction in fiscal 2016, a 2.8% decrease in state agency outlays in fiscal 2017 
and other proposed spending cuts, substantive Budget shortfalls are still forecast. In response, Alaska’s 
Governor is proposing a major overhaul of the State’s fiscal architecture, taking advantage of the State’s 
considerable financial assets to scale back its sensitivity to oil prices.  

Briefly, all oil-production tax revenue plus 50% of oil royalty receipts would be re-directed from Alaska’s 
general fund to its PFER. An annual draw from the PFER’s investment earnings to the general fund to pay for 
the majority of the State’s operations would be determined by a formula designed to preserve the real value of 
Alaska’s invested assets. Nonpetroleum-related unrestricted revenues, expanded by a new personal income 
tax plus hikes in the State’s mining, fishing, motor vehicle, alcohol and tobacco levies, would continue to flow 
into the general fund. Alaska’s famous annual dividends paid to State residents from 50% of the PFER’s 
investment income would henceforth be funded from oil royalties, an adjustment that is expected to halve the 
fiscal 2017 dividend from this fiscal year’s US$1.4 billion.  

 Acknowledging each jurisdiction’s fundamental differences, with Alaska characterized by its northern location, 
its relatively small population of less than 750,000 and its declining North Slope oil production prospects, the 
Governor’s proposed restructuring nevertheless illustrates the changes potentially required to help oil-producing 
jurisdictions develop some insulation against oil price volatility. S&P this week trimmed Alaska’s AAA rating on 
its general obligation debt to AA+ with a negative outlook, reflecting its concern that any deferral of the reform 
package could result in significant fiscal deterioration. For S&P, Alaska regaining a stable outlook depends 
upon a return to a sustainable fiscal structure with its strong reserve balances still intact.  

FISCAL 
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1 Final results for FY15, ending March 31, 2015, are not yet available for Newfoundland and Labrador.  
2 For Alaska, fiscal 2016 ends on June 30, 2016.  
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Key Data Preview  

CANADA 

Housing starts have been surprisingly strong into year end and, given the warmer-than-usual weather in Ontario 
and Quebec in December, we expect that this trend will likely continue at least for a month. We’re forecasting 
210k housing starts for December as a result of the warmer weather and the fact that it could have allowed a bit 
more ground-breaking to occur. However, note that once the winter months commence, the seasonally adjusted 
housing starts numbers that market participants look at cease to represent particularly meaningful amounts of 
actual activity. The seasonally normal amounts of construction in December in Canada are low, and therefore 
small swings in actual activity can quite dramatically swing the seasonally adjusted numbers. 

UNITED STATES 

We’re looking for a weak industrial production print for December 
mainly on the basis of warm temperatures in the eastern U.S. that 
reduced heating demand as exemplified by heating degree days, 
which were well below normal for December (see chart). There isn’t 
much to get excited about on the manufacturing production side of 
things either as most U.S. industrial sector surveys, ranging from 
the regional Federal Reserve bank surveys to the ISM survey, 
reflected quite a bit of weakness in November and December. The 
industrial inventory cycle hasn’t shown much in the way of 
destocking either. On net, we’re expecting a -0.4% m/m industrial 
production number and a slightly less weak -0.1% m/m 
manufacturing number. 

Retail sales, on the other hand, are likely to show some strength in 
terms of ‘core’ retail sales for December even as we are not 
particularly enthusiastic about headline retail sales levels. Why are 
we discouraged about ‘headline’ sales? First, vehicle sales slipped 
precipitously on the month (even as they remained at overall strong levels (see chart). Second, gasoline prices 
were soft, and should weigh on nominal retail sales. The reasons that we’re expecting decent core sales are: a) 
the drop in gasoline prices and in car sales should free up spending for other areas, and b) mean reversion after 
a soft October implies that there should still be plenty of spending to be done as wages have been increasing 
and consumers are in relatively healthy shape in terms of balance sheets and employment. The wildcard risk 
that we would point to is that ‘cyber Monday’ fell in November this year, so some amount of sales normally 
registered in December may have been registered in November; however from a GDP tracking perspective, this 
would only result in a redistribution of sales, and not a meaningful change in overall spending patterns (or 
quarterly consumer spending tracking).  
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EUROPE 

The economic calendar in Europe this week is quite light. Inflation 
data for France will be released on Wednesday, January 13th. 
French inflation is forecast to move up slightly to 0.1% y/y in 
December from 0% in the prior month on the back of favourable 
base effects from energy prices. Nevertheless, as seen in already 
released German and euro zone data, usually warm weather has 
the potential to weigh on French food prices, which presents 
downside risks to our headline inflation estimate. Above seasonal 
temperatures could also impact core inflation through lower 
clothing prices, which could be exacerbated by retail discounting 
following the Paris terrorist attacks.  

LATIN AMERICA 

Brazilian and Peruvian economic activity index results for the 
month of November will be released on January 14th and 15th, 
respectively. In Brazil, the economy likely contracted by roughly 
6% y/y in November (a slight improvement over October’s -6.4% 
print) as the country’s economic crisis, political uncertainty, and 
loss of confidence all have yet to show signs of abatement. 
Meanwhile, Peru’s economy likely grew by 3.8% y/y in November 
(the fastest pace since early summer) due to increased mining 
volumes.  

ASIA 

India will release December consumer price inflation data on 
January 12th. While the country’s inflation environment remains 
generally favourable, consumer price gains have accelerated 
somewhat in recent months and reached 5.4% y/y in November, 
driven by higher food prices. We expect a further modest pick-up 
in December and over the course of 2016 with the inflation rate 
closing 2015 at 5.6% y/y and stabilizing around 6% by the end of 
this year. The Reserve Bank of India (RBI) and the central 
government have agreed on a long-term consumer price inflation 
target of 4% ±2 percentage points. The target will enhance policy 
credibility and help anchor inflation expectations, resulting in a 
more attractive environment for investment. Monetary conditions 
will remain accommodative for the foreseeable future; at the end 
of September, the RBI cut the benchmark interest rate by 50 
basis points to 6.75%. Pressure by the government may prompt 
the central bank to lower the policy rate further to 6.50% over the 
coming months.  
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Key Indicators for the week of January 11 – 15 

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

North America 

A3 

Europe 

Country Date Time Indicator Period BNS Consensus Latest
CA 01/11 08:15 Housing Starts (000s a.r.) Dec 210.0 -- 212.0
MX 01/11 09:00 Industrial Production (m/m) Nov -- 0.4 -0.1
MX 01/11 09:00 Industrial Production (y/y) Nov -- 1.6 0.5
CA 01/11 10:30 BoC Senior Loan Officer Survey 4Q -- -- 4.4
CA 01/11 10:30 Business Outlook Future Sales 4Q -- -- 16.0

US 01/12 10:00 IBD/TIPP Economic Optimism Index Jan -- 47.5 47.2
US 01/12 10:00 JOLTS Job Openings (000s) Nov -- 5445 5383

US 01/13 07:00 MBA Mortgage Applications (w/w) JAN 8 -- -- -11.6
CA 01/13 08:30 Teranet - National Bank HPI (y/y) Dec -- -- 6.1
US 01/13 14:00 Treasury Budget (US$ bn) Dec -- -2.7 -64.6

CA 01/14 08:30 New Housing Price Index (m/m) Nov -- -- 0.3
US 01/14 08:30 Initial Jobless Claims (000s) JAN 9 270 275 277
US 01/14 08:30 Continuing Claims (000s) JAN 2 2215 2208 2230
US 01/14 08:30 Export Prices (m/m) Dec -- -1.4 -0.4
US 01/14 08:30 Import Prices (m/m) Dec -- -1.4 -0.4

US 01/15 08:30 Empire State Manufacturing Index Jan -- -4.0 -4.6
US 01/15 08:30 PPI (m/m) Dec -0.3 -0.2 0.3
US 01/15 08:30 PPI ex. Food & Energy (m/m) Dec 0.1 0.1 0.3
US 01/15 08:30 Retail Sales (m/m) Dec 0.0 0.0 0.2
US 01/15 08:30 Retail Sales ex. Autos (m/m) Dec 0.3 0.2 0.4
CA 01/15 09:00 Existing Home Sales (m/m) Dec -- -- 1.8
US 01/15 09:15 Industrial Production (m/m) Dec -0.4 -0.2 -0.6
US 01/15 09:15 Capacity Utilization (%) Dec -- 76.8 77.0
US 01/15 10:00 Business Inventories (m/m) Nov -- -0.1 0.0
US 01/15 10:00 U. of Michigan Consumer Sentiment Jan P 93.5 93.0 92.6

Country Date Time Indicator Period BNS Consensus Latest
SP 01/11 03:00 Industrial Output NSA (y/y) Nov -- -- -0.3

UK 01/12 04:30 Industrial Production (m/m) Nov -- 0.0 0.1
UK 01/12 04:30 Manufacturing Production (m/m) Nov -- 0.1 -0.4

FR 01/13 02:45 CPI (m/m) Dec 0.1 0.1 -0.2
FR 01/13 02:45 CPI (y/y) Dec 0.1 0.1 0.0
FR 01/13 02:45 CPI - EU Harmonized (m/m) Dec 0.1 0.1 -0.2
FR 01/13 02:45 CPI - EU Harmonized (y/y) Dec 0.1 0.2 0.1
FR 01/13 02:45 Current Account (€ bn) Nov -- -- -1.4
EC 01/13 05:00 Industrial Production (m/m) Nov -0.4 -0.3 0.6
EC 01/13 05:00 Industrial Production (y/y) Nov -- 1.3 1.9

GE 01/14 03:15 Real GDP NSA (y/y) 2015 -- 1.7 1.6
GE 01/14 03:15 Budget (Maastricht) (% of GDP) 2015 -- 0.5 0.6
IT 01/14 04:00 Industrial Production (m/m) Nov -- 0.2 0.5
UK 01/14 07:00 BoE Asset Purchase Target (£ bn) Jan -- 375 375
UK 01/14 07:00 BoE Policy Announcement (%) Jan 14 0.50 0.50 0.50

FR 01/15 02:45 Central Government Balance (€ bn) Nov -- -- -76.2
SP 01/15 03:00 CPI (m/m) Dec F -- -0.3 -0.3
SP 01/15 03:00 CPI (y/y) Dec F -- 0.0 0.0
SP 01/15 03:00 CPI - EU Harmonized (m/m) Dec F -0.4 -0.4 -0.4
SP 01/15 03:00 CPI - EU Harmonized (y/y) Dec F -0.1 -0.1 -0.1
EC 01/15 05:00 Trade Balance (€ mn) Nov -- 23.0 24.1
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Key Indicators for the week of January 11 – 15 

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

A4 

Asia Pacific 

Latin America 

Country Date Time Indicator Period BNS Consensus Latest
MA 01/10 23:00 Industrial Production (y/y) Nov -- 4.0 4.2
CH 01/10 Aggregate Financing (CNY bn) Dec -- 1150.0 1018.1
CH 01/10 New Yuan Loans (bn) Dec -- 700.0 708.9

JN 01/11 18:50 Bank Lending (y/y) Dec -- -- 2.3
JN 01/11 18:50 Current Account (¥ bn) Nov -- 895.0 1458.4
JN 01/11 18:50 Trade Balance - BOP Basis (¥ bn) Nov -- -158.7 200.2
IN 01/11 Exports (y/y) Dec -- -- -24.4
IN 01/11 Imports (y/y) Dec -- -- -30.3

JN 01/12 00:00 Consumer Confidence Dec -- 42.4 42.6
JN 01/12 01:00 Eco Watchers Survey (current) Dec -- 46.6 46.1
JN 01/12 01:00 Eco Watchers Survey (outlook) Dec -- 48.0 48.2
IN 01/12 07:00 CPI (y/y) Dec 5.6 -- 5.4
IN 01/12 07:00 Industrial Production (y/y) Nov -- -- 9.8
NZ 01/12 18:00 QV House Prices (y/y) Dec -- -- 15.0
SK 01/12 18:00 Unemployment Rate (%) Dec 3.4 3.5 3.4
JN 01/12 18:50 Japan Money Stock M2 (y/y) Dec -- 3.3 3.3
JN 01/12 18:50 Japan Money Stock M3 (y/y) Dec -- 2.7 2.7
ID 01/12 Consumer Confidence Index Dec -- -- 107.5
ID JAN 12-14 BI Reference Interest Rate (%) Jan 31 7.50 -- 7.50

JN 01/13 18:50 Machine Orders (m/m) Nov -- -7.3 10.7
AU 01/13 19:30 Employment (000s) Dec -- -10.0 71.4
AU 01/13 19:30 Unemployment Rate (%) Dec 5.9 5.9 5.8
CH 01/13 Exports (y/y) Dec -- -8.0 -6.8
CH 01/13 Imports (y/y) Dec -- -11.0 -8.7
CH 01/13 Trade Balance (USD bn) Dec -- 52.2 54.1
SK JAN 13-14 BoK Base Rate (%) Jan 14 1.50 1.50 1.50

JN 01/14 01:00 Machine Tool Orders (y/y) Dec P -- -- -17.7
IN 01/14 01:30 Monthly Wholesale Prices (y/y) Dec -- -- -2.0
AU 01/14 19:30 Home Loans (%) Nov -- -0.5 -0.5
AU 01/14 19:30 Investment Lending (% change) Nov -- -- -6.1

SI 01/15 00:00 Retail Sales (y/y) Nov -- 3.6 2.7
ID 01/15 Exports (y/y) Dec -- -- -17.6
ID 01/15 Imports (y/y) Dec -- -- -18.0
ID 01/15 Trade Balance (US$ mn) Dec -- -- -346.4
PH 01/15 Overseas Remittances (y/y) Nov -- 2.4 0.2

Country Date Time Indicator Period BNS Consensus Latest
BZ 01/13 06:00 Retail Sales (y/y) Nov -- -9.4 -5.6

CL 01/14 16:00 Nominal Overnight Rate Target (%) Jan 14 3.50 3.50 3.50
PE 01/14 18:00 Reference Rate (%) Jan 15 3.75 -- 3.75
BZ 01/14 Economic Activity Index NSA (y/y) Nov -6.0 -6.5 -6.4

PE 01/15 Economic Activity Index NSA (y/y) Nov 3.8 -- 3.0
PE 01/15 Unemployment Rate (%) Dec -- -- 5.8
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Global Auctions for the week of January 11 – 15 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A5 

Country Date Time Event
US 01/11 11:30 U.S. to Sell 3-Month Bills
US 01/11 11:30 U.S. to Sell 6-Month Bills

CA 01/12 10:30 Canada to Sell CAD1.95 Bln 364-Day Bills
US 01/12 11:30 U.S. to Sell 4-Week Bills
MX 01/12 12:30 Mexico To Sell Bills - 28 Days
MX 01/12 12:30 Mexico To Sell Bills - 91 Days
MX 01/12 12:30 Mexico To Sell Bills - 175 Days
MX 01/12 12:30 Mexico To Sell Bonds - 10 Years
US 01/12 13:00 U.S. to Sell 3-Year Notes

CA 01/13 12:00 Canada to Sell 5-Year Bonds
US 01/13 13:00 U.S. to Sell 10-Year Notes Reopening

US 01/14 13:00 U.S. to Sell 30-Year Bonds Reopening

Country Date Time Event
GE 01/11 05:30 Germany to Sell EUR3 Bln 182-Day Bills
FR 01/11 08:50 France to Sell Up to EUR3.5 Bln 84-Day Bills
FR 01/11 08:50 France to Sell Up to EUR1.7 Bln 147-Day Bills
FR 01/11 08:50 France to Sell Up to EUR1.8 Bln 357-Day Bills

IT 01/12 05:00 Italy to Sell EUR7 Bln 365-Day Bills
AS 01/12 05:00 Austria to Sell Bonds
MB 01/12 05:00 Malta to Sell 91-Day 2016 Bills
MB 01/12 05:00 Malta to Sell 182-Day 2016 Bills
NE 01/12 05:00 Netherlands to Sell Up to EUR1.5 Bln 2.5% 2033 Bonds
EC 01/12 05:10 ECB Main Refinancing Operation Result
SZ 01/12 05:15 Switzerland to Sell 91-Day Bills
AS 01/12 05:15 Austria to Sell 2.4% 2034 Bonds
AS 01/12 05:15 Austria to Sell 1.2% 2025 Bonds
UK 01/12 05:30 U.K. to Sell GBP900 Mln 0.125% I/L 2046 Bonds
GE 01/12 05:30 Germany to Sell EUR1 Bln 0.1% I/L 2026 Bonds
DE 01/13 04:30 Denmark to Sell Bills

IT 01/13 05:00 Italy to Sell Bonds
GR 01/13 05:00 Greece to Sell EUR625 Mln 91-Day Bills
SW 01/13 05:03 Sweden to Sell SEK10 Bln 96-Day Bills
SW 01/13 05:03 Sweden to Sell SEK7.5 Bln 152-Day Bills
NO 01/13 05:05 Norway to Sell Bonds
NO 01/13 05:05 Norway Bond Auction
SZ 01/13 05:15 Switzerland to Sell Bonds on Jan. 13
GE 01/13 05:30 Germany to Sell EUR5 Bln 2026 Bonds 
IC 01/13 06:00 Iceland to Sell Bills

SP 01/14 04:30 Spain to Sell 0.25% 2018 Bonds
SP 01/14 04:30 Spain to Sell 1.15% 2020 Bonds
SP 01/14 04:30 Spain to Sell 5.4% 2023 Bonds
NO 01/14 06:00 Norway Bills Auction Announcement

UK 01/15 06:00 U.K. to Sell GBP2.5 Bln 28-Day Bills
IC 01/15 06:00 Iceland to Sell Bonds
UK 01/15 06:00 U.K. to Sell GBP2 Bln 91-Day Bills
UK 01/15 06:00 U.K. to Sell GBP1.5 Bln 182-Day Bills
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Global Auctions for the week of January 11 – 15 

Source: Bloomberg, Scotiabank Economics. 

A6 

Asia Pacific 

Latin America 

Country Date Time Event
AU 01/12 19:00 Australia Plans to Sell AUD900 Mln 4.25% 2026 Bonds
CH 01/12 21:35 China to Sell CNY20 Bln 5-Yr Bonds
JN 01/12 22:45 Japan to Sell CPI Linked 10-Year Bonds

AU 01/13 18:30 Australia Sells AUD500 Mln 98-Day Bills
JN 01/13 22:35 Japan to Sell 3-Month Bills

AU 01/14 19:00 Australia Plans to Sell AUD800 Mln 5.75% 2022 Bonds
CH 01/14 21:35 China to Sell CNY10 Bln 182-Day Bills 
CH 01/14 22:00 China Plans to Sell 3-Month T-Bills

JN 01/15 03:00 Japan Auction for Enhanced-Liquidity

Country Date Time Event
BZ 01/14 09:00 Brazil to Sell Fixed Rate Bonds - 01/01/2027
BZ 01/14 09:00 Brazil to Sell Fixed Rate Bonds - 01/01/2023
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Events for the week of January 11 – 15 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A7 

North America 

Latin America 

Asia Pacific 

Country Date Time Event
CA 01/11 10:30 Business Outlook Survey and Senior Loan Officer Survey
CA 01/11 11:30 Federal Minister of Finance Morneau Speaks in Halifax, NS
US 01/11 12:40 Fed's Lockhart Speaks on U.S. Economic Outlook in Atlanta
US 01/11 17:50 Fed's Kaplan Speaks on Economy and Monetary Policy in Dallas

CA 01/12 12:00 Finance Minister Morneau Speaks in Montreal
US 01/12 15:15 Fed's Lacker To Speak on Outlook in Columbia, South Carolina

US 01/13 08:00 Fed's Rosengren Speaks on Economic Outlook to Boston Chamber
US 01/13 12:30 Fed's Evans Speaks on Economy and Monetary Policy in Iowa
US 01/13 14:00 U.S. Federal Reserve Releases Beige Book

US 01/14 08:30 Fed's Bullard Speaks to Economic Club of Memphis

US 01/15 09:00 Fed's Dudley Speaks on Economy and Policy in New Jersey

Country Date Time Event
EC 01/11 09:45 ECB Publishes Weekly QE Details

EC 01/12 05:30 ECB Executive Board Member Praet Speaks in Paris
UK 01/12 09:15 Mark Carney Speaks in Paris
EC 01/12 14:00 ECB Executive Board Member Lautenschlaeger Speaks in Frankfurt

IT 01/13 05:00 Bank of Italy Publishes Monthly Report `Money and Banks'
EC 01/13 06:00 ECB Executive Board Member Lautenschlaeger Speaks in Frankfurt
UK 01/13 06:00 BOE's Andrew Bailey Speaks in London
SZ 01/13 08:00 SNB's Zurbruegg Speaks in Zug

SW 01/14 04:10 Riksbank Bond Purchase Results
UK 01/14 07:00 Bank of England Bank Rate
UK 01/14 07:00 BOE Asset Purchase Target
EC 01/14 07:30 ECB account of the monetary policy meeting
EC 01/14 09:00 Euro-Area Finance Ministers Meet in Brussels

EC 01/15 03:00 EU Finance Ministers Meet in Brussels
IT 01/15 09:00 Bank of Italy Releases the Quarterly Economic Bulletin

Country Date Time Event
ID JAN 12-14 Bank Indonesia Lending Facility Rate
ID JAN 12-14 Bank Indonesia Deposit Facility Rate
ID JAN 12-14 Bank Indonesia Reference Rate

SK JAN 13-14 BoK 7-Day Repo Rate

TA 01/15 19:00 Taiwan Presidential & Parliamentary Elections

Country Date Time Event
CL 01/14 16:00 Overnight Rate Target
PE 01/14 18:00 Reference Rate
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Global Central Bank Watch 

NORTH AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Canada – Overnight Target Rate 0.50 January 20, 2016 0.50 0.50

Federal Reserve – Federal Funds Target Rate 0.50 January 27, 2016 0.50 0.50

Banco de México – Overnight Rate 3.25 February 4, 2016 3.50 --

EUROPE
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank – Refinancing Rate 0.05 January 21, 2016 0.05 --

Bank of England – Bank Rate 0.50 January 14, 2016 0.50 0.50

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

Central Bank of Russia – One-Week Auction Rate 11.00 January 29, 2016 11.00 --

Central Bank of the Republic of Turkey – 1 Wk Repo Rate 7.50 January 19, 2016 7.50 --

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

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

 

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Reserve Bank of Australia – Cash Target Rate 2.00 February 1, 2016 2.00 2.00

Reserve Bank of New Zealand – Cash Rate 2.50 January 27, 2016 2.50 2.50

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

Reserve Bank of India – Repo Rate 6.75 February 2, 2016 6.75 --

Bank of Korea – Bank Rate 1.50 January 14, 2016 1.50 1.50

Bank of Thailand – Repo Rate 1.50 February 3, 2016 1.50 1.50

Bank Indonesia – Reference Interest Rate 7.50 January 14, 2016 7.50 --

LATIN AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil – Selic Rate 14.25 January 20, 2016 14.25 --

Banco Central de Chile – Overnight Rate 3.50 January 14, 2016 3.50 3.50

Banco de la República de Colombia – Lending Rate 5.75 January 29, 2016 5.75 --

Banco Central de Reserva del Perú – Reference Rate 3.75 January 14, 2016 3.75 --

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank – Repo Rate 6.25 January 28, 2016 6.25 --

The Fed seems to be on track to continue with its hiking cycle in Q1, and we project one rate hike this quarter, probably at the March meeting. The 
principal risks at this point seem to be based on international concerns. BoC: We continue to expect the Bank of Canada to maintain a prolonged monetary 
policy pause in response to domestic economic weakness and the decline in oil prices. There are no major economic data releases on tap between now 
and the January 20th BoC statement and Monetary Policy Report (MPR). 

Monetary policymakers at the Bank of England (BoE) will hold a policy meeting on Thursday, January 14th. The BoE is expected to maintain its key bank 
rate at 0.50%. The first BoE rate hike will likely be delivered at some point this year, perhaps as early as May. Markets will continue to pay close attention to 
UK consumer price inflation, wage inflation and unit labour cost data as a tool for gauging when the gradual pace of monetary tightening will commence.  

In Indonesia, easing inflation and weaker domestic economic momentum will likely prompt Bank Indonesia to ease monetary policy over the coming 
months; however, we still expect that next week the central bank will keep the benchmark interest rate on hold given elevated financial market volatility. In 
South Korea, the benchmark interest rate will likely remain on hold through 2016, given a gradually rising inflation trajectory and high household debt 
burden. In addition, the Bank of Korea has its inflation target for 2016-18 is set at 2% y/y, down from the previous 2½-3½% range. 

We expect the Banco Central de Chile and the Banco Central de Reserva del Perú to hold policy interest rates steady at 3.50% and 3.75%, 
respectively, when monetary authorities from each country meet on January 14th. Both countries recorded inflation rates of 4.4% y/y in December, above 
central bank target ranges (Chile: 2-4%; Peru: 1-3%).

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 15Q2 15Q3 Latest United States 2014 15Q2 15Q3 Latest
  Real GDP (annual rates) 2.5 -0.3 2.3   Real GDP (annual rates) 2.4 3.9 2.0
  Current Acc. Bal. (C$B, ar) -44.9 -66.3 -64.8   Current Acc. Bal. (US$B, ar) -390 -444 -496
  Merch. Trade Bal. (C$B, ar) 4.8 -25.3 -18.8 -23.8 (Nov)   Merch. Trade Bal. (US$B, ar) -741 -757 -760 -735 (Nov)
  Industrial Production 2.5 -1.4 -0.2 -0.2 (Nov)   Industrial Production 3.7 1.6 1.4 -1.2 (Nov)
  Housing Starts (000s) 189 193 213 212 (Nov)   Housing Starts (millions) 1.00 1.16 1.16 1.17 (Nov)
  Employment 0.6 0.9 0.9 0.8 (Dec)   Employment 1.9 2.2 2.0 1.9 (Dec)
  Unemployment Rate (%) 6.9 6.8 7.0 7.1 (Dec)   Unemployment Rate (%) 6.2 5.4 5.2 5.0 (Dec)
  Retail Sales 4.6 1.9 1.9 1.9 (Oct)   Retail Sales 3.6 1.0 1.6 0.7 (Nov)
  Auto Sales (000s) 1850 1872 1955 1983 (Oct)   Auto Sales (millions) 16.4 17.1 17.8 17.2 (Dec)
  CPI 1.9 0.9 1.2 1.4 (Nov)   CPI 1.6 0.0 0.1 0.5 (Nov)
  IPPI 2.5 -1.4 -0.2 0.2 (Nov)   PPI 1.9 -3.3 -3.3 -3.2 (Nov)
  Pre-tax Corp. Profits 7.0 -15.6 -19.2   Pre-tax Corp. Profits 2.1 7.5 2.0

Mexico
  Real GDP 2.3 2.3 2.6
  Current Acc. Bal. (US$B, ar) -24.0 -30.2 -35.4
  Merch. Trade Bal. (US$B, ar) -2.8 -7.4 -25.9 -18.8 (Nov)
  Industrial Production 2.6 0.6 1.3 0.5 (Oct)
  CPI 4.0 2.9 2.6 2.1 (Dec)

Euro Zone 2014 15Q2 15Q3 Latest Germany 2014 15Q2 15Q3 Latest
  Real GDP 0.9 1.3 1.3   Real GDP 1.6 1.6 1.7
  Current Acc. Bal. (US$B, ar) 320 297 383 350 (Oct)   Current Acc. Bal. (US$B, ar) 212.1 274.6 296.4 318.2 (Nov)
  Merch. Trade Bal. (US$B, ar) 334.4 381.5 358.7 399.6 (Oct)   Merch. Trade Bal. (US$B, ar) 283.3 287.6 279.9 264.1 (Nov)
  Industrial Production 0.8 1.3 1.7 1.9 (Oct)   Industrial Production 1.5 1.5 1.3 -0.1 (Nov)
  Unemployment Rate (%) 11.6 11.1 10.8 10.6 (Nov)   Unemployment Rate (%) 6.7 6.4 6.4 6.3 (Dec)
  CPI 0.4 0.2 0.1 0.1 (Nov)   CPI 0.9 0.5 0.1 0.3 (Dec)

France United Kingdom
  Real GDP 0.2 1.1 1.1   Real GDP 2.9 2.3 2.1
  Current Acc. Bal. (US$B, ar) -26.2 0.6 4.9 -40.9 (Oct)   Current Acc. Bal. (US$B, ar) -92.5 -70.0 -69.8
  Merch. Trade Bal. (US$B, ar) -43.6 -35.0 -37.1 -51.8 (Nov)   Merch. Trade Bal. (US$B, ar) -202.6 -162.8 -198.5 -194.3 (Nov)
  Industrial Production -1.1 1.0 0.8 1.1 (Nov)   Industrial Production 1.3 1.4 1.4 1.7 (Oct)
  Unemployment Rate (%) 10.3 10.4 10.5 10.1 (Nov)   Unemployment Rate (%) 6.2 5.6 5.3 5.2 (Sep)
  CPI 0.5 0.2 0.1 0.0 (Nov)   CPI 1.5 0.0 0.0 0.7 (Nov)

Italy Russia
  Real GDP -0.4 0.6 0.8   Real GDP 0.6 -4.6 -4.1
  Current Acc. Bal. (US$B, ar) 30.8 25.0 46.5 73.6 (Oct)   Current Acc. Bal. (US$B, ar) 58.4 15.9 7.5
  Merch. Trade Bal. (US$B, ar) 55.4 45.9 53.6 64.9 (Oct)   Merch. Trade Bal. (US$B, ar) 15.8 14.4 9.4 10.1 (Oct)
  Industrial Production -0.5 0.8 1.8 2.8 (Oct)   Industrial Production -1.6 -4.9 -4.2 -3.5 (Nov)
  CPI 0.2 0.0 0.0 0.0 (Nov)   CPI 7.8 15.8 15.7 12.9 (Dec)

Europe 

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

Economic Statistics 

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

Australia 2014 15Q2 15Q3 Latest Japan 2014 15Q2 15Q3 Latest
  Real GDP 2.6 1.9 2.5   Real GDP -0.1 0.7 1.7
  Current Acc. Bal. (US$B, ar) -44.1 -51.9 -61.5   Current Acc. Bal. (US$B, ar) 25.0 124.0 161.2 145.8 (Oct)
  Merch. Trade Bal. (US$B, ar) 12.2 -14.7 -14.4 -28.6 (Nov)   Merch. Trade Bal. (US$B, ar) -122.1 -24.0 -32.1 -0.3 (Nov)
  Industrial Production 4.6 0.3 1.9   Industrial Production 2.1 -0.5 -0.4 -2.2 (Nov)
  Unemployment Rate (%) 6.1 6.0 6.2 5.8 (Nov)   Unemployment Rate (%) 3.6 3.3 3.4 3.3 (Nov)
  CPI 2.5 1.5 1.5   CPI 2.7 0.5 0.2 2.6 (Nov)

South Korea China
  Real GDP 3.3 2.2 2.7   Real GDP 7.3 7.5 7.9
  Current Acc. Bal. (US$B, ar) 84.4 111.7 116.4 112.9 (Nov)   Current Acc. Bal. (US$B, ar) 219.7
  Merch. Trade Bal. (US$B, ar) 47.2 98.5 80.1 85.9 (Dec)   Merch. Trade Bal. (US$B, ar) 382.5 560.6 654.4 649.2 (Nov)
  Industrial Production 0.5 -1.9 -0.3 -0.3 (Nov)   Industrial Production 7.9 6.8 5.7 6.2 (Nov)
  CPI 1.3 0.5 0.7 1.3 (Dec)   CPI 1.5 1.4 1.6 1.5 (Nov)

Thailand India
  Real GDP 0.9 2.8 2.9   Real GDP 7.0 7.1 7.4
  Current Acc. Bal. (US$B, ar) 15.4 6.1 7.2   Current Acc. Bal. (US$B, ar) -27.3 -6.1 -8.2
  Merch. Trade Bal. (US$B, ar) 2.0 2.6 3.2 2.1 (Nov)   Merch. Trade Bal. (US$B, ar) -11.7 -10.7 -11.9 -9.8 (Nov)
  Industrial Production -4.6 -7.7 -5.9 -3.3 (Sep)   Industrial Production 1.8 3.3 4.8 9.8 (Oct)
  CPI 1.9 -1.1 -1.1 -0.9 (Dec)   WPI 3.8 -2.3 -4.6 -2.0 (Nov)

Indonesia
  Real GDP 5.0 4.7 4.7
  Current Acc. Bal. (US$B, ar) -27.5 -4.3 -4.0
  Merch. Trade Bal. (US$B, ar) -0.2 0.7 0.9 -0.3 (Nov)
  Industrial Production 4.8 5.2 4.1 5.2 (Oct)
  CPI 6.4 7.1 7.1 3.4 (Dec)

Brazil 2014 15Q2 15Q3 Latest Chile 2014 15Q2 15Q3 Latest
  Real GDP 0.1 -3.0 -4.5   Real GDP 1.9 1.9 2.2
  Current Acc. Bal. (US$B, ar) -104.3 -51.3 -47.1   Current Acc. Bal. (US$B, ar) -5.9 0.1 -10.4
  Merch. Trade Bal. (US$B, ar) -4.0 31.1 32.1 74.9 (Dec)   Merch. Trade Bal. (US$B, ar) 6.7 9.5 -2.4 -1.8 (Dec)
  Industrial Production -2.9 -6.2 -9.4 -13.9 (Nov)   Industrial Production 0.4 0.1 -2.1 0.6 (Nov)
  CPI 6.3 8.5 9.5 10.7 (Dec)   CPI 4.4 4.2 4.8 4.4 (Dec)

Peru Colombia
  Real GDP 2.4 3.0 2.9   Real GDP 4.6 3.0 3.2
  Current Acc. Bal. (US$B, ar) -8.0 -1.6 -2.4   Current Acc. Bal. (US$B, ar) -19.6 -4.1 -5.3
  Merch. Trade Bal. (US$B, ar) -0.1 -0.3 -0.3 -0.3 (Nov)   Merch. Trade Bal. (US$B, ar) -0.5 -0.9 -1.5 -1.6 (Oct)
  Unemployment Rate (%) 6.0 6.9 6.3 5.8 (Nov)   Industrial Production 1.5 -0.7 1.7 1.3 (Oct)
  CPI 3.2 3.3 3.8 4.4 (Dec)   CPI 2.9 4.5 4.9 6.8 (Dec)

Latin America 

Economic Statistics 

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

Source: Bloomberg, IHS Global, Scotiabank Economics. 
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Financial Statistics 

A12 

Interest Rates (%, end of period)

Canada 15Q3 15Q4 Jan/01 Jan/08* United States 15Q3 15Q4 Jan/01 Jan/08*
BoC Overnight Rate 0.50 0.50 0.50 0.50   Fed Funds Target Rate 0.25 0.50 0.50 0.50
  3-mo. T-bill 0.44 0.51 0.53 0.46   3-mo. T-bill -0.02 0.16 0.16 0.19
  10-yr Gov’t Bond 1.43 1.39 1.39 1.30   10-yr Gov’t Bond 2.04 2.27 2.27 2.12
  30-yr Gov’t Bond 2.20 2.15 2.15 2.06   30-yr Gov’t Bond 2.85 3.02 3.02 2.91
  Prime 2.70 2.70 2.70 2.70   Prime 3.25 3.50 3.50 3.50
  FX Reserves (US$B) 78.3 78.1 (Nov)   FX Reserves (US$B) 109.2 105.6 (Nov)

Germany France
  3-mo. Interbank -0.06 -0.09 -0.09 -0.10   3-mo. T-bill -0.20 -0.45 -0.45 -0.41
  10-yr Gov’t Bond 0.59 0.63 0.63 0.51   10-yr Gov’t Bond 0.99 0.99 0.99 0.87
  FX Reserves (US$B) 59.3 58.2 (Nov)   FX Reserves (US$B) 53.1 48.8 (Nov)

Euro Zone United Kingdom
  Refinancing Rate 0.05 0.05 0.05 0.05   Repo Rate 0.50 0.50 0.50 0.50
  Overnight Rate -0.12 -0.13 -0.13 -0.25   3-mo. T-bill 0.49 0.48 0.48 0.50
  FX Reserves (US$B) 332.3 323.8 (Nov)   10-yr Gov’t Bond 1.76 1.96 1.96 1.75

  FX Reserves (US$B) 118.9 117.4 (Nov)

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 2.00 2.00 2.00 2.00
  3-mo. Libor 0.02 0.02 0.02 0.02   10-yr Gov’t Bond 2.61 2.88 2.88 2.78
  10-yr Gov’t Bond 0.36 0.27 0.27 0.23   FX Reserves (US$B) 48.1 46.3 (Nov)
  FX Reserves (US$B) 1221.5 1206.9 (Nov)

Exchange Rates (end of period)

USDCAD 1.33 1.38 1.39 1.42   ¥/US$ 119.88 120.22 120.55 117.53
CADUSD 0.75 0.72 0.72 0.71   US¢/Australian$ 0.70 0.73 0.73 0.70
GBPUSD 1.513 1.474 1.475 1.453   Chinese Yuan/US$ 6.36 6.49 6.49 6.59
EURUSD 1.118 1.086 1.086 1.091   South Korean Won/US$ 1185 1175 1173 1198
JPYEUR 0.75 0.77 0.76 0.78   Mexican Peso/US$ 16.918 17.208 17.263 17.968
USDCHF 0.97 1.00 1.00 0.99   Brazilian Real/US$ 3.948 3.961 3.961 4.047

Equity Markets (index, end of period) 

  United States (DJIA) 16285 17425 17425 16448   U.K. (FT100) 6062 6242 6242 5936
  United States (S&P500) 1920 2044 2044 1942   Germany (Dax) 9660 10743 10743 9878
  Canada (S&P/TSX) 13307 13010 13010 12469   France (CAC40) 4455 4637 4637 4345
  Mexico (IPC) 42633 42978 42978 40665   Japan (Nikkei) 17388 19034 19034 17698
  Brazil (Bovespa) 45059 43350 43350 40703   Hong Kong (Hang Seng) 20846 21914 21914 20454
  Italy (BCI) 1179 1218 1218 1139   South Korea (Composite) 1963 1961 1961 1918

Commodity Prices (end of period)

  Pulp (US$/tonne) 960 940 940 940   Copper (US$/lb) 2.31 2.13 2.13 2.04
  Newsprint (US$/tonne) 510 505 505 505   Zinc (US$/lb) 0.75 0.73 0.73 0.67
  Lumber (US$/mfbm) 242 274 274 273   Gold (US$/oz) 1114.00 1060.00 1060.00 1101.85
  WTI Oil (US$/bbl) 45.09 37.04 37.04 32.78   Silver (US$/oz) 14.65 13.82 13.82 14.04
  Natural Gas (US$/mmbtu) 2.52 2.34 2.34 2.43   CRB (index) 193.76 176.14 176.14 168.07

* Latest observation taken at time of writing. 
Source: Bloomberg, Scotiabank Economics. 
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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 
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is not intended to be, and does not constitute, a recommendation of a swap or trading strategy involving a swap within the meaning 
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any of the strategies set out in this publication may expose you to significant risk and you should carefully consider your ability to 
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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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