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Alberta’s Housing Slump Deepens 

 Further weakness in home sales, prices and new construction forecast for 2016 amid 
slumping demand, rising supply. 

Weakening labour markets and slowing population growth have led to a significant loss of momentum in 
Alberta’s housing market. Home sales, prices and new construction have all trended lower in 2015 and early 
2016. Conditions are expected to soften further this year amid ongoing capital spending cuts and broadening job 
losses, before stabilizing in 2017. 

Calgary home sales have dropped roughly 40% since late 2014, though they have yet to plumb the lows of the 
2008-09 downturn, while Edmonton sales are down about 30%. Home prices have been relatively resilient; 
Calgary’s benchmark MLS house price edged down just 3.5% y/y through February. However, the overall 
market remains firmly in buyers’ territory, pointing to further price declines in 2016 as sellers adjust to changing 
market conditions. 

A 10% drop in benchmark home prices in Calgary would still leave households who purchased prior to mid-2013 
in a positive equity position. For comparison, the housing downturns of the early and mid-1990s and late 2000s 
saw price drops of between 5-15%, while the deep slump of the early 1980s witnessed a cumulative price 
decline of over 30%. In Alberta, uninsured low-ratio mortgages (generally requiring a downpayment of at least 
20% of the purchase price) are non-recourse loans, unlike in most other provinces where all mortgages are full 
recourse, and are estimated to account for about 35% of mortgage loans in the province. 

Demand fundamentals continue to weaken. Alberta’s unemployment rate rose to a two-decade high of 7.9% in 
February, a rise of 3½ percentage points from its late-2014 low. The province is expected to see an annual net 
outflow of residents moving to other provinces this year for the first time since the mid-1990s. Even so, 
immigration and natural increase will continue to support moderate population growth. 

New mortgage rules, including the recently implemented increase in minimum downpayment requirements for 
insured mortgages on properties valued between $500,000 and $1,000,000, could further dampen sales. Alberta 
has a relatively large share of borrowers with high-ratio mortgages. The benchmark price for a single-detached 
home in Calgary is just over $500,000.  

The pace of new homebuilding is being sharply curtailed. Alberta’s trend rate of housing starts dropped from a 
high of around 45,000 units in early 2015 to an over four-year low of 24,000 in early 2016. We expect starts to 
total just 23,000 units in 2016 and to remain low in 2017.  

Despite the pullback in starts, the elevated number of units under 
construction and nearing completion, led by condominiums and 
purpose-built apartments, will add to the growing inventory of unsold 
new homes. Alongside slowing demand, this inventory will not likely 
be absorbed before 2018. 

The supply of vacant rental units also is on the rise. Calgary’s rental 
vacancy rate for purpose-built apartments was 5.3% as of October 
2015, up from 1.4% a year earlier and tied for the highest level since 
1993. The vacancy rate for rented condominiums rose from 1.1% to 
4.9% over this period. Edmonton has seen a similar backup. 

To date, there are few signs of significant housing market stress. The 
share of mortgages in arrears three months or more remains 
historically low at just 0.29% as of December 2015. However, the trend 
in this lagging indicator has recently begun to edge up alongside rising 
unemployment and softening house prices. Alberta’s mortgage arrears 
rate broached 0.8% in 2011 in the aftermath of the financial crisis. 
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Brazil In Crisis 

 Financial market resilience or event irrelevance? 

Brazil is undergoing a deep economic crisis exacerbated by a profound crack in its political institutions. Unlike 
the United Kingdom, the people of Brazil do not need a referendum to express discontent and desire for 
structural change. Millions have taken to the streets in multiple cities across the country to demand “regime 
change” in a peaceful way, the Brazilian way… Regime change goes well beyond a simple change in 
government administration (the current presidential term expires at the end of 2018). It will require a 
comprehensive revamp of political institutions through the remainder of the decade. Meanwhile, market 
participants celebrate — with utmost indifference and bullish tone — the country’s economic and institutional 
distress. Why?  

Perhaps, Brazil has isolated itself so much from global markets through erratic economic policies that portfolio 
investor exposure to its securities markets is more limited. According to the fixed-income emerging market 
bond index (EMBIG), Brazilian assets account only for 5.1% of the index weight. This is in contrast with the 
12.6% market weight enjoyed by Mexico, the most relevant sovereign credit in emerging markets at present. 
Latin American assets at large represent close to 40% of the index. In addition, perhaps the traditional USD-
denominated sovereign credit market has lost its relevance as a gauge of current macroeconomic conditions 
in an emerging-market economy (investor sentiment towards Argentina over the past 12 months also 
reinforces this school of thought). In the midst of the escalating political crisis exacerbated by massive anti-
system popular demonstrations, Brazil’s sovereign debt spread has “rallied” from 606 to 450 basis points over 
equivalent US Treasury (UST) debt securities. Moreover, recent data on foreign exchange (FX) reserves, 
currently at US$372 billion, indicate that the Brazilian central bank has recovered most of the assets lost in the 
last quarter of 2015. 

Perhaps, the emerging market currencies were subject to an unfair overshooting phase triggered by economic 
slowdown and erratic policy shifts in China, which is now being subjected to normalization dynamics. It is 
worth pointing out that the Brazilian real (BRL) depreciated by 50% between April 2014 and September 2015, 
before stabilizing within a relatively wide (3.60 – 4.20) trading range versus the US dollar (USD) over the past 
six months. As a systemically relevant emerging-market (EM) economy, Brazil is always sensitive to global 
risk aversion dynamics and investor sentiment towards emerging markets. In fact, the sharp swings in China’s 
equity securities and currency markets typically have a direct impact on other core EM economies; in this 
regard, Brazil was a direct casualty of the China-inspired spike in global financial market volatility in mid-
August 2015 and mid-January 2016. Looking ahead, we remain very cautious given the likelihood of another 
round of financial market stress caused by China’s economic and/or USA policy developments. Therefore, we 
are inclined to question the recent bullish tone present in FX markets. We estimate that the BRL will likely 
regain a weakening phase primarily inspired by external market developments in the months to come, and 
closing the year at or above the 4.20 mark. 

Perhaps, the aggressive pre-emptive tightening of monetary conditions in Brazil was an effective shield 
against disruptive capital outflows ahead of sensitive global developments centered on the United States 
(Federal Reserve’s monetary policy normalization) and China (disorderly shifts and intervention in currency 
and equity securities markets). Anecdotally, the Brazilian central bank has increased its market-sensitive 
benchmark SELIC interest rate from 7.25% to 14.25% from April 2013 to July 2015. At current levels, Brazil 
enjoys the highest interest rates amongst the world’s 10 largest economies, providing an irresistible incentive 
to Brazilians to keep their capital at home. Of course, the escalation of inflationary pressures (headline rate at 
10.4% y/y in February) is a chief concern for both investors and policy makers. The latest survey prepared by 
the central bank discounts monetary status quo for the remainder of the year. In brief, interest rate differentials 
at current levels will remain a factor containing retail price pressures and FX market volatility in the months to 
come. 

Finally, perhaps, the global creditor and investor community has already discounted a change in government 
without knowing for certain the expiry date of the administration of President Dilma Rousseff. What market 
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participants may somewhat underestimate is the nature of the structural change required to rebuild credible 
political institutions in Brazil. The incumbent president is the bona fide representative of the Partido dos 
Trabalhadores (PT), the Brazilian labour party once led by former President Luiz Inácio (Lula) da Silva, a 70-
year-old political leader who is currently being investigated on corruption allegations under the Operação Lava 
Jato (Car Wash Operation) involving Petrobras, the state-owned integrated oil firm. Impeachment proceedings 
against President Rousseff continue to run their course in accordance with constitutional rules. It should be 
stressed that Brazil’s judiciary has consolidated itself as a solid pillar of the country’s democratic framework. 
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Further Monetary Easing In Sight In Japan  

 Annual inflation has returned to zero again; Bank of Japan Governor Kuroda implies that 
reaching the inflation target may be at risk. 

Japanese policymakers are continuing their efforts to revive the 
economy and end deflation. Given persistent challenges in this 
regard, the Bank of Japan (BoJ) is set to maintain a loose monetary 
policy stance for the foreseeable future and continue to implement 
its policy of “Quantitative and Qualitative Monetary Easing with a 
Negative Interest Rate”. This framework was introduced in January; 
in addition to increasing the monetary base by ¥80 trillion annually 
through large-scale asset purchases (of government bonds, 
exchange-traded funds, and real estate investment trusts), the BoJ 
applied an interest rate of -0.1% to financial institutions’ excess 
deposits — added after the policy announcement — at the central 
bank.  

The BoJ forecasts that the price stability target of 2% y/y for core 
inflation (excluding food) will be achieved between April and 
September 2017. We estimate that the headline rate will 
temporarily rise above the 2% mark after April 2017 when the 
second consumption tax rate increase (from 8% to 10%) begins to 
be reflected in prices. Nevertheless, we believe that underlying 
inflationary pressures, which exclude the impact of the tax rate hike, 
will remain more muted and the target will not be achieved before 
the end of 2017. In January, both headline and core inflation 
returned back to 0.0% y/y. When energy costs are also stripped out 
of the measure, prices rose by 0.7% y/y (see Chart 1).  

The Japanese yen (JPY) began 2016 with a strengthening bias vis-
à-vis the US dollar on the back of global financial market 
uncertainty and resultant safe-haven flows. Given that the 
depreciation of the JPY over the past few years has been a factor 
for boosting inflation (see Chart 2), the 7% appreciation year-to-
date against the greenback adds to Japan’s policy headwinds. 
Moreover, earnings growth in Japan has slowed and annual wage 
negotiations reveal that salary increases in 2016 will be 
substantially less than last year. This will discourage spending by 
Japanese households and keep demand-driven inflationary 
pressures limited. 

On March 16th, BoJ Governor Haruhiko Kuroda stressed policymakers’ preparedness for additional easing if 
the inflation target is at risk. In his statement, Governor Kuroda noted that altering the Japanese deflationary 
mindset may be subject to a delay; therefore, we consider the aforementioned risk to have materialized and 
expect further monetary accommodation this year. Nevertheless, the BoJ will likely take a few months to 
assess the impact of its most recent policy action.  

Additional monetary stimulus will likely take the policy rate deeper into negative territory. In terms of other 
policy alternatives, the BoJ might introduce targeted measures for financial institutions to encourage bank 
lending. It could also alter its quantitative easing program and include purchases of investment-grade non-
financial corporate bonds into the list of eligible assets similar to the European Central Bank’s (ECB) recent 
policy move. However, further expansion of quantitative easing may not be the most effective tool for 
stimulating the economy due to the BoJ’s sizeable government bond purchases since the start of the easing 
program in April 2013. The central bank currently holds over 30% of outstanding government debt securities 
and its assets are equivalent to 70% of GDP, compared to the ECB’s share of less than 20%.  
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Less Risky, More Business 

The ‘risk on’ trade is back in business, at least for the time being. The 
Fed has ‘put’ investors back into a more positive mood by deciding to 
defer a rate hike at its March FOMC meeting, and importantly reducing 
the planned frequency of quarter-point increases in the funds rate this 
year to two from four. This has helped to stem the destabilizing shifts in 
financial and currency markets which have been affecting growth 
prospects internationally. Around the world, more and more 
policymakers are being challenged to adopt further stimulative and pro-
growth measures. 

The sharp reversal of the 'risk off' trade is illustrative of the heightened 
sensitivity of global economic prospects to changing perceptions 
regarding relative growth and policy differentials. The U.S. dollar has 
shifted lower against most currencies, now without the support 
provided by increasingly diverging monetary policies and potentially 
widening interest rate differentials among the larger economies 
around the world. The U.S. dollar reset will help moderate the extent 
of the economic drag caused by the deterioration in the U.S. trade 
deficit, but also help to stabilize and partially reverse the broad-based 
currency weakness around the world which was undermining the 
performance of many emerging market economies burdened by large 
amounts of U.S. dollar-denominated liabilities.  

This currency reversal has helped to revive commodity markets priced 
in U.S. dollars, particularly for crude oil and some metals. Benchmark 
prices for crude oil have rallied to over US$40/bbl with signs of 
ongoing production cuts among shale oil producers in the United 
States. Stock market valuations are again trending higher around the 
world, buoyed by expectations of improving earnings in a growth-
supportive environment of reduced financial and currency market 
volatility and uncertainty. Sovereign bond yields internationally are 
adjusting lower again in many advanced and emerging market 
countries, helping to pull corporate yields down and reduce credit 
spreads as well. Riskier businesses are also witnessing some relief 
from their high-yield corporate rates, while other measures of elevated 
financial stress such as the VIX are climbing back down as well. 

The Fed had always indicated that the normalization of U.S. short-term interest rates would be gradual, but its 
prior roadmap for four rate hikes this year became increasingly out of synch with this year’s change in market 
expectations and growth performances. Although the U.S. central bank highlighted that the U.S. economy was 
continuing to post ‘moderate’ growth despite the market gyrations at the turn of the year, the Fed downgraded 
this year’s U.S. economic forecast slightly. In addition, this year’s core inflation target was lowered slightly 
against the backdrop of continuing global disinflation abetted by prior U.S. dollar strength, an effective combo 
to contain the incipient price pressures emanating from rising wage, service and shelter costs. What has 
changed is the Fed’s increasing recognition of the significant economic and financial reverberations 
associated with incomplete economic recoveries in most countries and regions, and spillover effects from 
policy decisions undertaken independently and internationally.  

The Fed Chair highlighted that the weakening trend in global growth posed an increasing risk to the United 
States’ economic performance.  Concerns over China's continuing slowdown, and the potential for further 
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yuan devaluation which would exacerbate economic, financial and currency strains globally and throughout 
many highly-indebted emerging market economies in particular, remain paramount. But so is the chronic 
underperformance in the euro zone and Japan, and closer to home, the commodity-induced economic 
softness in Canada and Mexico. And the impact of the negative trade repercussions was being magnified by 
the diverging policy trends — easier monetary conditions overseas versus the rate normalization in the U.S. 
— which until recently has been reinforcing U.S. dollar strength to the detriment of U.S. net exports and 
domestic output. Tightening financial market conditions, highlighted by the elevated level of corporate 
borrowing costs, only served to compound the economic uncertainty by undercutting business confidence and 
spending.  

Many economies around the world are characterized by marked imbalances, and the U.S. is no exception. 
U.S. domestic demand should continue to build momentum — with solid job gains underpinning consumer 
spending and housing activity — but the drag associated with exports lagging continuing import gains will 
likely keep overall U.S. output growth underperforming until overseas demand generates stronger and 
sustained economic activity. The absence of more synchronized global growth is leaving U.S. monetary 
officials unwilling at this time to implement a faster pace of domestic rate normalization, notwithstanding the 
likelihood that even moderate U.S. economic growth will reinforce the upward trend in underlying U.S. price 
pressures.  

Global economic conditions remain on the softer side, forcing repeated policy adjustments. The aggressive 
and unconventional monetary policy measures recently implemented by both the European Central Bank and 
the Bank of Japan (i.e. negative interest rates) attest to the renewed sluggishness in their respective 
economic performances, and the increasing risk of deflationary conditions. Recent indicators from China 
highlight the continuing, albeit gradual loss of momentum. Industrial production in the January-February period 
slipped to a roughly 5½% y/y rate, the slowest rate in more than a decade, underscoring the protracted 
weakness in exports and imports. Retail sales in December decelerated to just over 10% y/y from the 11% 
yearly gain in the prior month. However, fixed asset investment has continued to record double-digit growth 
from a year earlier while housing activity has begun to firm, both trends consistent with fiscal initiatives aimed 
at boosting local infrastructure projects and supporting property markets. With the balance of risks still pointing 
to slower-paced growth, and Chinese policymakers targeting annual growth of 6.5%, further monetary and 
fiscal initiatives will likely be forthcoming. 

The Canadian economy remains highly imbalanced as well. The ongoing retrenchment in investment and 
hiring in the commodity-centric regions in the west and the east is being buffered somewhat by the boost to 
the manufacturing- and service-related provinces in B.C. and central Canada provided by increasing U.S. 
demand coupled with a competitively-valued loonie. Although the recent spate of improved trade and output-
related activity, coupled with buoyant auto-led retail sales and housing conditions (especially in lower B.C. and 
the GTA) at the beginning of the year, suggest that the Canadian economy is doing somewhat better-than-
expected, there is still a considerable drag from the pervasive weakness in the large and broad commodity 
sectors percolating through much of the nation. Next week’s Federal Budget will provide a fiscal boost to 
growth, a development which should help build upon the prior easing initiatives by the Bank of Canada last 
year.  

 

 

 

ECONOMIC COMMENTARY 
Aron Gampel 416.866.6259 

aron.gampel@scotiabank.com 
 



Fixed Income Strategy 

Global Views 
  

March 18, 2016 

8 

 

 

  

 

UK Budget 2016 

Damage Limitation 

The Chancellor had to tread carefully in this Budget to avoid attracting the wrong kind of attention and 
undermining the Government’s popularity in the build up to the EU referendum. In that context, perhaps the 
most surprising measures were those that were not announced. There was no increase in fuel duty, minimal 
increase in tobacco tax and alcohol duty was frozen. Even the insurance premium tax was hardly raised. Having 
played it safe on this front, coupled with a cocktail of business and household-friendly measures, George 
Osborne has averted a potential backlash from voters and backbenchers within his own party.  

The path of deficit reduction is much shallower in the early part of the forecast (i.e. borrowing is around 
GBP35bn higher than previously over the first 3 years of the profile). However, there is a stellar improvement 
into the final two years of the profile — with the deficit getting to roughly the same end-point as previously hoped 
for (i.e. a surplus of GBP10-11bn in 2019-20 onwards). 

Key Announcements:  

 Much smaller addition to inflation from indirect tax measures:  

 Insurance premium tax: This was raised by just ½% (expectation was a 3.5% increase) adding 
1bp to RPI (instead of another 8bp); 

 Petrol tax: frozen (again) — contrary to expectations for a hike; 

 Alcohol tax: This was frozen (compares with around a 1% cut last year) hence an addition of 2bp 
to inflation; 

 Tobacco tax: This will rise by 2% above RPI inflation (again) — neutral for inflation with risk of a 
small addition; 

 Sugar rush: 2 years from now, there could be an addition to inflation from the sugar tax. This was 
not expected, but nor is it immediate. The OBR estimates that this will add around 25bp to inflation 
during 2018 when it comes into force. 

Together, these add a minimal 3-4bp to headline inflation in the coming year. 

 Miraculously, the Public Sector Net Borrowing (PSNBx) for 2015-16 was pushed down, not up! The OBR 
must know something that we don’t about the final two months of the financial year, because there has 
been substantial slippage in the first 10 months of that financial year.  

 There was a GBP5.5bn upward revision to the 2016-17 borrowing estimate — largely as expected due to 
slippage and the deterioration in nominal GDP. BUT there was close to a GBP30bn increase in borrowing over 
the two following years combined. That was echoed in the financing requirement contained in the DMO remit. 
So while gilt issuance for 2016-17 was broadly as expected (at almost GBP130bn), there is an additional 
GBP30bn of issuance in the pipeline over the following two years that was not previously expected. 

 The OBR economic projections were revised down broadly as expected. Growth is expected to flat-line just 
above 2% y/y for the next 5 years — having revised down the estimate for potential growth. 

 Other headline grabbers were: 

 Corporation tax cut to 17% by 2020 (down from 18%); 

 Abolish petroleum revenue tax — helping North Sea extraction activities; 

 Infrastructure spending for the Northern Powerhouse project; 

 Money for flood defences; 

 A new lifetime ISA to encourage savings for those under the age of 40; 

 An increase in the 40p income tax threshold from £42k to £45k. 

  Alan Clarke 44.207.826.5986 
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Austerity less severe…for now 

Table 1 below shows the key fiscal metrics from this Budget. For the next three financial years, the severity of fiscal 
tightening has been relaxed slightly. This is shown by the 1-year change in the Cyclically Adjusted PSNBx as a % of 
GDP (also known as the structural deficit). Previously this had shown around a 1.1% per year tightening. Roughly 
speaking, that would be expected to subtract around 0.55% from headline GDP growth each year. 

That has now been revised down to around 0.8% of GDP, representing a drag on GDP growth of 0.4% points 
per year. OK, it isn’t life-changing, but it is a token gesture to help relieve some of the headwinds to growth. 

One thing that stands out like a sore thumb is the extent of tightening scheduled for 2019-20. The back-loading 
of fiscal tightening required to get a surplus in 2019-20 implies a fall in the structural deficit of 1.5% of GDP in 
2019-20. That is supposed to be an election year! Turkeys don’t vote for Christmas, in the same way that 
governments don’t ramp up fiscal tightening just ahead of an election. This is screaming out that the Chancellor 
will have to abandon hopes of achieving a surplus in 2019-20. Look at it another way. The top line of Table 1 
(PSNBx — GBP bn) shows that the deficit narrows by an average of GBP16bn per year in 2016, 2017 and 
2018. However, the extent of narrowing in the deficit during 2019 roughly doubles to GBP32bn!  

A lot has been made of the upward revision to the net debt to GDP ratio and the fact that the Chancellor has 
broken his fiscal rule on this front. This is bad luck given the downgrading in the nominal GDP outlook and we 
don’t think anyone should lose any sleep over it.  

I Want a Sofa like George Osborne’s! 

Chart 1 below shows the evolution of the Government’s debt interest burden in the latest 3 Budget statements. 
The downward move reflects the combination of lower gilt yields and lower RPI inflation (the latter influences the 
interest burden on inflation linked gilts). 

In the Autumn Statement and this latest Budget, a near 0.4% 
fall in the outlook for gilt yields has reduced the projected 
interest burden by GBP2-3bn per year. So while the lasting 
memory of the Autumn Statement was the billions of pounds 
that George Osborne had “found down the back of the sofa”, 
the repeat of this windfall was largely overlooked in this 
Budget. In fact the windfall was even bigger this time around! 

As much as we would like to have a sofa like the Chancellor’s 
that keeps coming up with free money, there is no such thing 
as a free lunch. We fear that if gilt yields start to snap higher, 
the next time we put our hand down the back of that sofa, it 
might bite our hand off. Put another way; the Chancellor is at 
risk of having to give back some of the GBP5bn per year windfall that he has received if gilt yields rise more abruptly 
than the OBR projections assume. It would be particularly unfortunate if this were to happen close to 2019 when the 
fiscal tightening is scheduled to accelerate sharply. With any luck a snap higher in gilt yields would be associated with a 
spell of higher growth or inflation — both of which could be good for the public finances in other ways (higher VAT 
receipts for example). Even so, that sofa does not look as comfortable as it did when we first saw it in the brochure. 

Alan Clarke 44.207.826.5986 
alan.clarke@scotiabank.com  
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France’s “Job Act” 

It is the last year before the next French general election in May 2017 and will likely entail the last key 
component of structural reform to be implemented by the government, the Labour reform bill.  

Unemployment in France has remained stubbornly high despite signs of strengthening activity. While the 
unemployment rate in the Eurozone has dropped from a peak of around 12% in 2013 to 10.3% in January 
2016, it has remained stable in France at above 10%. The capacity to push down unemployment in the short 
term has become President Hollande’s main condition for deciding whether he will run again for another term 
next year. So, labour law reform is seen as a key tool to spur the reduction in the jobless rate.     

Like the pension reform executed under the precedent right-wing government back in 2011, labour reforms in 
France always carries a high emotional stake. As a result, it is not surprising to see calls for strikes and 
demonstrations among certain Unions and Youth associations on the rise. Facing the risk of blockage, the 
government has already made some concessions compared to its initial plans but the goal of making the 
French labour market more flexible remains intact.   

Job creation in France has started to pick up last year, up +85K. However, this dynamic remains too weak to 
lower the unemployment rate. Furthermore, this could seem disappointing when compared to other countries, 
such as Italy, where job creation rebounded by more than +200K in 2015 despite real GDP growth being 
weaker than in France (0.6% vs. 1.1%). It could be argued that employment in Italy has been more depressed 
over the past years, and therefore, there is the potential for a stronger catch up in the short term. However, 
arguments can also be made to suggest that the implementation of the “Job Act” early last year by the Italian 
prime minister could have been a turning point. So, there is the temptation for France to apply the same 
formula.    

Moving further away from the 35 hours per week law 

Compared to Germany, rigid employment and wage policies in France have had the adverse consequence of 
giving French corporates no choice but to lay off employees in the face of slowing activity. During the 
2008/2009 crisis for example, German manufacturing firms cut their employee’s hours, while unemployment 
barely moved. In France, the adjustment was carried out through job losses.  

Facing this constraint, the French government has already taken steps to promote higher flexibility through the 
decentralisation of collective bargaining and has moved away from the rigidity of the 35 hours per week law. In 
2013, firm level collective agreement (accords de maintien dans l’emploi) were allowed to modify wages and 
working time in exchange for a guarantee of employment for a period of 2 years. However, since 2013, only 
10 firm-level collective agreements have been signed, covering less than 2,000 employees. The labour reform 
bill is thus an instrument to push further into this direction by offering even more flexibility in terms of the 
following:  

  Frédéric Prêtet 00.33.17037.7705 
frederic.pretet@scotiabank.com  

 

       Chart 1                                                                                        Chart 2 



Fixed Income Strategy 

Global Views 
  

March 18, 2016 

11 

  

… continued from previous page 

 In the negotiation process at the firm level. Indeed, while a firm-level agreement used to require the 
agreement of Labour Unions (at least part of them), there is now the possibility to organize a referendum 
among employees if Unions represent less than 50% of the labour force. So, there is a lower risk of 
blockage from minority Unions.  

 In the number of hours worked per week. Under the new labour reform plan, any firm-level agreement 
could now be valid for 5 years (instead of 2 years) and any adjustment in the number of hours worked per 
week could last for 3 years. For small and medium sized corporates (less than 50 employees), there is 
also more flexibility to propose Daily job contracts, which are not tied to the 35 hours per week law. 
Finally, the additional cost for extra hours worked could be lower than the legal framework (+25% for the 
first 8 extra hours).  

Lowering constraints on French job contracts  

The French government is also willing to push for change in France’s traditional job contracts. This point is 
among the most contentious issues, given that it could be viewed by the population as dangerously 
weakening the position of employees vs. employers.    

France is characterised by a two-class system of job contracts, CDI (unlimited contracts) and CDD (short term 
contracts). Laying off employees befitting from a CDI has been seen as a difficult and time constraining 
process by a number of French corporates. In the meantime, recruiting through CDD, which has become 
increasingly popular, could also be viewed as costly because of its higher taxation. As a result, the current 
system is clearly unsatisfactory to stimulate adequate job growth. 

So, by offering a greater flexibility for corporates 
to lay off employees in CDI (in the terms and 
conditions, penalty fees are to be paid, etc), 
there is a willingness to offer this without having 
to support a higher financial cost. It is also a way 
for the government to fight against the growing 
segmentation in the French labour market. 
Indeed, young workers are more and more 
constrained to CDD, while older workers benefit 
from the high protection of a CDI. Among 
workers up to 24 years old, CDD now accounts 
for close to 30% of the total job contract, a share 
which has increased by 6 percentage points over 
the past decade. On the other hand, CDD 
accounts for less than 4% for workers over the 
age of 50 years, a ratio which has been stable over the same period.   

Calendar 

Next steps for the government will be: 

 First, to overlook the opposition and protests taken to the streets. To the government’s advantage, 
the recent compromise has split the position of the different Labour Unions, thereby limiting their capacity 
to demonstrate and strike as a united front. The willingness for the government to link greater labour 
market flexibility with offering more financial support to promote the formation of employees along their 
whole working life has indeed helped to get some support. However, students are also demonstrating and 
they will likely be more difficult to convince. Recent French history has shown that governments have 
always backed down facing a strong mobilisation from students (which is not the case yet).  

Frédéric Prêtet 00.33.17037.7705 
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 Second, to get validation from parliament. The French prime minster is due to present this reform to 
the French assembly by the end of April/early May in order to hold a vote in July. While the labour reform 
has created some tension inside its own majority, the recent compromise seems to have offered a better 
chance for obtaining support. 

So, despite approaching general election, 2016 might not be a lost year! Structural reforms in France are still 
under way although there could be arguments to suggest that the pace is still too slow. Also, by moving into 
this direction, the French government is sending a message to the EU Commission: Exchanging reforms for 
more leeway on the pace of budget deficit reduction.  

Frédéric Prêtet 00.33.17037.7705 
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EUROPE 

Preliminary PMI data for March will be released on Thursday, 
March 24th for the aggregate euro area as well as Germany and 
France. This data will provide insight into how first quarter real GDP 
growth is shaping up after the euro zone economy exhibited signs of 
easing in the final months of last year. Since the beginning of the 
year, PMI figures have shown that euro area business activity has 
slowed sharply, with the headline composite PMI print easing from 
54.3 at end-2015 to 53.0 in February. This mainly reflects weakness 
in manufacturing, but also some moderation in services. In March, 
we expect the composite PMI index to remain roughly stable as the 
recovery in the manufacturing component — underpinned by steady 
consumer demand and signs of strengthening activity in US — 
offsets the expected moderation in the services component — in line 
with softer consumer confidence.   

LATIN AMERICA 

Brazil will release unemployment figures for the month of February 
on March 23 and we expect the reading to illustrate further labour 
market deterioration, likely coming in around 8% up from 7.6% in 
January. Last month’s employment survey was fairly grim, with 
fewer employed persons, more unemployed persons, and the labour 
force participation rate falling. Even those who managed to stave off 
unemployment found a tougher time finding full-time high-paying 
jobs; the number of underemployed Brazilians rose 6.4% m/m 
(14.6% y/y) while the number of Brazilians working for minimum 
wage was up a staggering 41.3% m/m (14.2% y/y). 

ASIA 

The Philippine and Taiwanese central banks will hold monetary 
policy meetings on March 23rd and 24th, respectively. The central 
bank of the Philippines will likely keep the benchmark interest rate 
unchanged at 4.0% given that inflationary pressures remain weak 
and economic growth continues to be robust. The policy rate has 
stayed at the current level since September 2014. Consumer price 
inflation was 0.9% y/y in February, well below the central bank’s 2-
4% target. Meanwhile, economic momentum in the Philippines is 
solid, driven by private consumption and investment; real GDP 
expanded by 6.3% y/y in the final quarter of 2015 following a 6.0% 
gain in the prior three month period.  

We expect the Taiwanese central bank to inject further monetary 
stimulus into the struggling economy and lower the benchmark 
interest rate by 12.50 basis points to 1.50%. The most recent cut 
took place in December. The Taiwanese economy contracted by 
0.5% y/y in the final quarter of 2015 following a 0.8% decline in the 
July-September period, reflecting a combination of weak domestic 
demand and dull export sector performance. 

A1 

Tuuli McCully 416.863.2859 
tuuli.mccully@scotiabank.com 

Rory Johnston 416.862.3908  
rory.johnston@scotiabank.com 

Erika Cain 416.866.4205 
erika.cain@scotiabank.com 

1.0

1.5

2.0

2.5

3.0

3.5

4.0

4.5

5.0

Jan-11

The Philippines

Taiwan

Benchmark Interest Rates  
Taiwan And The Philippines

Source: Bloomberg, Scotiabank Economics.

%

forecast

forecast

4

5

6

7

8

Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16

%

Source: Scotiabank Economics, Bloomberg.

forecast

Brazilian Unemployment Rate 

50

51

51

52

52

53

53

54

54

55

55

Jan-14 Jan-15 Jan-16

Euro Zone PMIs 

index, sa
Services PMI

Source: Scotiabank Economics, Markit. 

Composite 
PMI

Manufacturing 
PMI

forecast

Chart 1 

Chart 2 

Chart 3 

Key Data Preview  



 

Economics 

Global Views 
  

March 18, 2016 

1 

Key Indicators for the week of March 21 – 25 

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

North America 

A2 

Europe 

Country Date Time Indicator Period BNS Consensus Latest
US 03/21 10:00 Existing Home Sales (mn a.r.) Feb -- 5.3 5.5
US 03/21 10:00 Existing Home Sales (m/m) Feb -- -2.8 0.4

US 03/22 10:00 Richmond Fed Manufacturing Index Mar -- 0.0 -4.0

US 03/23 07:00 MBA Mortgage Applications (w/w) MAR 18 -- -- -3.3
MX 03/23 10:00 Bi-Weekly Core CPI (% change) Mar 15 -- 0.2 0.1
MX 03/23 10:00 Bi-Weekly CPI (% change) Mar 15 -- 0.2 -0.1
MX 03/23 10:00 Retail Sales (INEGI) (y/y) Jan -- 4.0 3.4
US 03/23 10:00 New Home Sales (000s a.r.) Feb -- 510 494

US 03/24 08:30 Durable Goods Orders (m/m) Feb P -- -2.9 4.7
US 03/24 08:30 Durable Goods Orders ex. Trans. (m/m) Feb P -- -0.2 1.7
US 03/24 08:30 Initial Jobless Claims (000s) MAR 19 -- 268 265
US 03/24 08:30 Continuing Claims (000s) MAR 12 -- 2230 2235

US 03/25 08:30 GDP (q/q a.r.) 4Q T -- 1.0 1.0
US 03/25 08:30 GDP Deflator (q/q a.r.) 4Q T -- 0.9 0.9

Country Date Time Indicator Period BNS Consensus Latest
EC 03/21 05:00 Current Account (€ bn) Jan -- -- 25.5
IT 03/21 05:30 Current Account (€ mn) Jan -- -- 6141.0

FR 03/22 04:00 Manufacturing PMI Mar P -- 50.2 50.2
FR 03/22 04:00 Services PMI Mar P -- 49.5 49.2
GE 03/22 04:30 Manufacturing PMI Mar P -- 50.8 50.5
GE 03/22 04:30 Services PMI Mar P -- 55.0 55.3
EC 03/22 05:00 Composite PMI Mar P 53.0 53.0 53.0
EC 03/22 05:00 Manufacturing PMI Mar P 51.5 51.4 51.2
EC 03/22 05:00 Services PMI Mar P 52.9 53.3 53.3
GE 03/22 05:00 IFO Business Climate Survey Mar 105.3 106.0 105.7
GE 03/22 05:00 IFO Current Assessment Survey Mar 111.5 112.7 112.9
GE 03/22 05:00 IFO Expectations Survey Mar 99.5 99.5 98.8
EC 03/22 05:00 Composite PMI Mar P 53.0 53.0 53.0
EC 03/22 05:00 Manufacturing PMI Mar P 51.5 51.4 51.2
EC 03/22 05:00 Services PMI Mar P 52.9 53.3 53.3
UK 03/22 05:30 CPI (m/m) Feb 0.2 0.4 -0.8
UK 03/22 05:30 CPI (y/y) Feb 0.2 0.4 0.3
UK 03/22 05:30 DCLG House Prices (y/y) Jan 7.5 -- 6.7
UK 03/22 05:30 PPI Input (m/m) Feb 1.0 0.5 -0.7
UK 03/22 05:30 PPI Output (m/m) Feb -6.9 0.0 -0.1
UK 03/22 05:30 PSNB ex. Interventions (£ bn) Feb 3.0 5.9 -11.2
UK 03/22 05:30 Public Finances (PSNCR) (£ bn) Feb -- -- -24.9
UK 03/22 05:30 Public Sector Net Borrowing (£ bn) Feb -- 5.1 -11.8
UK 03/22 05:30 RPI (m/m) Feb 0.5 0.5 -0.7
UK 03/22 05:30 RPI (y/y) Feb 1.3 1.3 1.3
EC 03/22 06:00 ZEW Survey (Economic Sentiment) Mar -- -- 13.6
GE 03/22 06:00 ZEW Survey (Current Situation) Mar -- 53.0 52.3
GE 03/22 06:00 ZEW Survey (Economic Sentiment) Mar 5.0 5.4 1.0

EC 03/23 11:00 Consumer Confidence Mar A -8.5 -8.3 -8.8

GE 03/24 03:00 GfK Consumer Confidence Survey Apr -- 9.5 9.5
UK 03/24 05:30 Retail Sales ex. Auto Fuel (m/m) Feb -0.6 -1.0 2.3
UK 03/24 05:30 Retail Sales with Auto Fuel (m/m) Feb -0.5 -0.7 2.3
TU 03/24 08:00 Benchmark Repo Rate (%) Mar 24 7.50 7.50 7.50
FR 03/24 13:00 Total Jobseekers (000s) Feb 3562.0 3553.0 3552.6
FR 03/24 13:00 Jobseekers Net Change (000s) Feb 10.0 0.4 -27.9

FR 03/25 03:45 GDP (q/q) 4Q F 0.3 0.3 0.3
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Key Indicators for the week of March 21 – 25 

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

A3 

Asia Pacific 

Latin America 

Country Date Time Indicator Period BNS Consensus Latest
TA 03/21 04:00 Export Orders (y/y) Feb -- -10.0 -12.4
HK 03/21 04:30 CPI (y/y) Feb -- 2.6 2.7
HK 03/21 04:30 BoP Current Account (HK$ bns) 4Q -- -- 48.2
AU 03/21 20:30 House Price Index (y/y) 4Q -- 8.5 10.7
TA 03/21 20:30 Unemployment Rate (%) Feb 3.9 3.9 3.9
JN 03/21 22:00 Markit/JMMA Manufacturing PMI Mar P -- 50.5 50.1

JN 03/22 00:30 All Industry Activity Index (m/m) Jan -- 1.9 -0.9
JN 03/22 01:00 Supermarket Sales (y/y) Feb -- -- 2.3
PH 03/22 21:00 Imports (y/y) Jan -- -- -25.8
PH 03/22 21:00 Trade Balance (US$ mn) Jan -- -220.0 603.0

SI 03/23 01:00 CPI (y/y) Feb -0.5 -0.7 -0.6
TH 03/23 03:30 BoT Repo Rate (%) Mar 23 1.25 1.50 1.50
PH 03/23 04:00 Overnight Borrowing Rate (%) Mar 23 4.00 4.00 4.00
TA 03/23 04:00 Industrial Production (y/y) Feb -- -5.5 -5.7
NZ 03/23 17:45 Trade Balance (NZD mn) Feb -- 90.0 8.1
NZ 03/23 17:45 Exports (NZD bn) Feb -- 4.0 3.9
NZ 03/23 17:45 Imports (NZD bn) Feb -- 3.9 3.9

SI 03/24 01:00 Industrial Production (m/m) Feb -- -2.9 9.3
SI 03/24 01:00 Industrial Production (y/y) Feb -- -1.5 -0.5
SK 03/24 19:00 GDP (y/y) 4Q F 3.0 3.0 3.0
JN 03/24 19:30 National CPI (y/y) Feb -- 0.3 0.0
JN 03/24 19:30 Tokyo CPI (y/y) Mar -- -0.1 0.1
SK MAR 24-31 Department Store Sales (y/y) Feb -- -- 9.0
TA 03/24 Benchmark Interest Rate Mar 24 1.50 1.50 1.63
VN 03/24 CPI (y/y) Mar -- -- 1.3
VN MAR 24-31 Exports (y/y) Mar -- -- 2.9
VN MAR 24-31 Imports (y/y) Mar -- -- -6.6
VN MAR 24-31 Industrial Production (y/y) Mar -- -- 7.9
VN MAR 24-31 Real GDP YTD (y/y) 1Q -- -- 6.7

MA 03/25 CPI (y/y) Feb 4.0 4.2 3.5
TH 03/25 Customs Exports (y/y) Feb -- -9.0 -8.9
TH 03/25 Customs Imports (y/y) Feb -- -10.0 -12.4
TH 03/25 Customs Trade Balance (US$ mn) Feb -- 353.2 237.5
JN 03/25 01:00 Coincident Index CI Jan F 113.8 -- 113.8
JN 03/25 01:00 Leading Index CI Jan F 101.4 -- 101.4

Country Date Time Indicator Period BNS Consensus Latest
BZ 03/23 08:00 Unemployment Rate (%) Feb 8.0 8.0 7.6
BZ 03/23 09:30 Current Account (US$ mn) Feb -- -- -4817
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Global Auctions for the week of March 21 – 25 

North America 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A4 

Country Date Time Event
CA 03/21 10:30 Canada to Sell CAD2.2 Bln 15-Day Bills
US 03/21 11:30 U.S. to Sell USD37 Bln 3-Month Bills
US 03/21 11:30 U.S. to Sell USD30 Bln 6-Month Bills

CA 03/22 10:30 Canada to Sell CAD1.5 Bln 168-Day Bills
CA 03/22 10:30 Canada to Sell CAD1.5 Bln 350-Day Bills
US 03/22 11:30 U.S. to Sell 4-Week Bills

US 03/23 11:30 U.S. to Sell USD13 Bln 2-Year Floating Rate Notes Reopening
CA 03/23 12:00 Canada to Sell CAD3.7 Bln 0.25% 2018 Bonds

Country Date Time Event
NE 03/21 06:00 Netherlands to Sell Up to EUR2 Bln 69-Day Bills
NE 03/21 06:00 Netherlands to Sell Up to EUR2 Bln 161-Day Bills
GE 03/21 06:30 Germany to Sell EUR1.5 Bln 364-Day Bills
FR 03/21 09:50 France to Sell Up to EUR3.4 Bln 84-Day Bills
FR 03/21 09:50 France to Sell Up to EUR1.6 Bln 161-Day Bills
FR 03/21 09:50 France to Sell Up to EUR1.6 Bln 343-Day Bills

NE 03/22 05:00 Netherlands to Sell 10Y Bonds
MB 03/22 06:00 Malta to Sell 91-Day Bills
MB 03/22 06:00 Malta to Sell 182-Day Bills
EC 03/22 06:10 ECB Main Refinancing Operation Result
SZ 03/22 06:15 Switzerland to Sell 91-Day Bills
EC 03/22 07:30 ESM to Sell Up to EUR1.5 Bln 182-Day Bills

SW 03/23 06:03 Sweden to Sell SEK5 Bln 78-Day Bills
SW 03/23 06:03 Sweden to Sell SEK5 Bln 176-Day Bills
GE 03/23 06:30 Germany to Sell EUR1 Bln 2.5% 2046 Bonds
UK 03/23 06:30 U.K. to Sell Up to GBP350 Mln 0.125% I/L 2068 Bonds

IT 03/24 06:00 Italy to Sell Bonds
IT 03/24 06:00 Italy to Sell I/L Bonds
EC 03/24 06:20 ECB Seventh Targeted Long-Term Refinancing Operation Result
UK 03/24 07:00 U.K. to Sell GBP500 Mln 27-Day Bills
UK 03/24 07:00 U.K. to Sell GBP1.5 Bln 90-Day Bills
UK 03/24 07:00 U.K. to Sell GBP2 Bln 181-Day Bills
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Asia Pacific 

Latin America 

Country Date Time Event
AU 03/20 20:00 Australia Plans to Sell AUD500 Mln 2.75% 2035 Bonds
CH 03/20 21:20 Yunnan to Sell CNY3.76 Bln 7-Yr General Bonds
CH 03/20 22:20 Yunnan to Sell CNY6.85 Bln 7-Yr Special Bonds
CH 03/20 22:20 Yunnan to Sell CNY7 Bln 10-Yr Special Bonds

AU 03/21 20:00 Australia Plans to Sell Index Linked Bonds

CH 03/22 01:30 Xinjiang to Sell CNY3.73 Bln 3-Yr General Bonds
CH 03/22 01:30 Xinjiang to Sell CNY5.595 Bln 5-Yr General Bonds
CH 03/22 01:30 Xinjiang to Sell CNY5.595 Bln 7-Yr General Bonds
CH 03/22 01:30 Xinjiang to Sell CNY3.73 Bln 10-Yr General Bonds
CH 03/22 23:00 China Plans to Sell 3-Year Upsized Bonds

JN 03/23 04:00 Japan Auction for Enhanced-Liquidity
NZ 03/23 21:05 New Zealand Plans to Sell NZD100 Mln 3.5% 2033 Bonds
CH 03/23 21:20 Ningxia to Sell CNY2.1 Bln 3-Yr General Bonds
CH 03/23 21:20 Ningxia to Sell CNY2.1 Bln 5-Yr General Bonds
CH 03/23 21:20 Ningxia to Sell CNY2.1 Bln 7-Yr General Bonds
CH 03/23 21:20 Ningxia to Sell CNY700 Mln 10-Yr General Bonds
JN 03/23 23:35 Japan to Sell 3-Month Bills

CH 03/24 02:00 Jiangxi to Sell CNY8.79 Bln 7-Yr General Bonds
CH 03/24 02:00 Jiangxi to Sell CNY8.79 Bln 10-Yr General Bonds
CH 03/24 02:00 Jiangxi to Sell CNY2.95 Bln 3-Yr General Bonds
CH 03/24 02:00 Jiangxi to Sell CNY8.79 Bln 5-Yr General Bonds
CH 03/24 03:00 Jiangxi to Sell CNY2.67 Bln 3-Yr Special Bonds
CH 03/24 03:00 Jiangxi to Sell CNY2.67 Bln 5-Yr Special Bonds
CH 03/24 03:00 Jiangxi to Sell CNY2.67 Bln 7-Yr Special Bonds
CH 03/24 03:00 Jiangxi to Sell CNY2.67 Bln 10-Yr Special Bonds
CH 03/24 23:00 China Plans to Sell 3-Month T-Bills
JN 03/24 23:45 Japan to Sell 2-Year Bonds

CH 03/25 02:00 Guangxi to Sell CNY3 Bln 3-Yr General Bonds
CH 03/25 02:00 Guangxi to Sell CNY4.2 Bln 5-Yr General Bonds
CH 03/25 02:00 Guangxi to Sell CNY4.2 Bln 7-Yr General Bonds
CH 03/25 02:00 Guangxi to Sell CNY2.9 Bln 10-Yr General Bonds
CH 03/25 03:00 Guangxi to Sell CNY8.5 Bln 5-Yr Special Bonds
CH 03/25 03:00 Guangxi to Sell CNY8.5 Bln 7-Yr Special Bonds

Global Auctions for the week of March 21 – 25 

Source: Bloomberg, Scotiabank Economics. 

Country Date Time Event
BZ 03/24 11:00 Brazil to Sell Fixed Rate Bonds - 01/01/2023
BZ 03/24 11:00 Brazil to Sell Fixed Rate Bonds - 01/01/2027
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Events for the week of March 21 – 25 

Europe 

Source: Bloomberg, Scotiabank Economics. 

A6 

North America 

Country Date Time Event
US 03/19 Virgin Islands Republican Caucus

US 03/21 04:15 Fed's Lacker Speaks in Paris at Bank of France
US 03/21 12:40 Fed's Lockhart Speaks on U.S. Economy in Savannah, Georgia

US 03/22 13:30 Fed's Evans Speaks in Chicago
CA 03/22 16:00 Finance Minister Bill Morneau Delivers Federal Budget
US 03/22 19:00 Fed's Harker Speaks in New York
US 03/22 Arizona Primary
US 03/22 Idaho Democratic Caucus
US 03/22 Utah Caucuses

US 03/24 08:15 Fed's Bullard Speaks in New York

Country Date Time Event
FI 03/21 05:00 Bank of Finland Governor Liikanen speaks on monetary policy

EC 03/22 08:00 Bank of France's Villeroy de Galhau at Breugel Institute

TU 03/24 08:00 Benchmark Repurchase Rate
TU 03/24 08:00 Overnight Lending Rate
TU 03/24 08:00 Overnight Borrowing Rate

Country Date Time Event
AU 03/21 20:45 RBA's Edey Panel Participation in Sydney

AU 03/22 01:30 RBA's Stevens Speech at ASIC Forum in Sydney
JN 03/22 21:30 BOJ's Funo Speaks in Kobe

TH 03/23 03:30 BoT Benchmark Interest Rate
PH 03/23 04:00 BSP Overnight Borrowing Rate
PH 03/23 04:00 BSP Special Deposit Account Rate
TA 03/23 00:00 CBC Benchmark Interest Rate

SI 03/24 04:00 Singapore 2016 Budget Announcement

Asia Pacific 
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NORTH AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts

Bank of Canada – Overnight Target Rate 0.50 April 13, 2016 0.50 0.50

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

Banco de México – Overnight Rate 3.75 May 5, 2016 3.75 --

EUROPE
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts

European Central Bank – Refinancing Rate 0.00 April 21, 2016 0.00 --

Bank of England – Bank Rate 0.50 April 14, 2016 0.50 --

Swiss National Bank – Libor Target Rate -0.75 June 16, 2016 -0.75 --

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

Central Bank of the Republic of Turkey – 1 Wk Repo Rate 7.50 March 24, 2016 7.50 7.50

Sweden Riksbank – Repo Rate -0.50 April 21, 2016 -0.50 --

Norges Bank – Deposit Rate 0.50 May 12, 2016 0.50 --

 

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts

Bank of Japan – Policy Rate -0.10 April 28, 2016 -0.10 --

Reserve Bank of Australia – Cash Target Rate 2.00 April 5, 2016 2.00 2.00

Reserve Bank of New Zealand – Cash Rate 2.25 April 27, 2016 2.25 2.25

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

Reserve Bank of India – Repo Rate 6.75 April 5, 2016 6.75 --

Bank of Korea – Bank Rate 1.50 April 19, 2016 1.50 --

Bank of Thailand – Repo Rate 1.50 March 23, 2016 1.25 1.50

Bank Indonesia – Reference Interest Rate 6.75 April 21, 2016 6.75 --

LATIN AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts

Banco Central do Brasil – Selic Rate 14.25 April 27, 2016 14.25 --

Banco Central de Chile – Overnight Rate 3.50 April 12, 2016 3.50 --

Banco de la República de Colombia – Lending Rate 6.25 April 29, 2016 6.50 --

Banco Central de Reserva del Perú – Reference Rate 4.25 April 14, 2016 4.25 --

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts

South African Reserve Bank – Repo Rate 7.00 May 19, 2016 7.00 --

We expect monetary policymakers at the Central Bank of the Republic of Turkey (CBRT) to keep interest rates unchanged at its next meeting on 
March 24th. The CBRT will likely maintain a cautious monetary policy stance over the near term, given US monetary tightening and the country’s still 
elevated inflation environment.

We believe that the Bank of Thailand’s monetary authorities will have a reason to provide further support to the economy next week and reduce the 
benchmark interest rate by 25 basis points to 1.25%. The country’s inflation environment remains muted, with headline consumer price gains remaining in 
negative territory at -0.5% y/y in February.

 

Global Central Bank Watch 

North America 

Europe 

Asia Pacific 

Latin America 

Africa 

Forecasts at time of publication. 
Source: Bloomberg, Scotiabank Economics. 
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Canada 2015 15Q3 15Q4 Latest United States 2015 15Q3 15Q4 Latest
  Real GDP (annual rates) 1.2 2.4 0.8   Real GDP (annual rates) 2.4 2.0 1.0
  Current Acc. Bal. (C$B, ar) -65.7 -61.2 -61.5   Current Acc. Bal. (US$B, ar) -484 -520 -501
  Merch. Trade Bal. (C$B, ar) -24.0 -20.3 -18.7 -7.9 (Jan)   Merch. Trade Bal. (US$B, ar) -759 -762 -749 -765 (Jan)
  Industrial Production -0.9 -0.3 0.1 1.7 (Jan)   Industrial Production 1.3 1.3 -0.8 -1.3 (Feb)
  Housing Starts (000s) 194 213 194 213 (Feb)   Housing Starts (millions) 1.11 1.16 1.14 1.18 (Feb)
  Employment 0.8 0.9 0.8 0.7 (Feb)   Employment 2.1 2.1 2.0 1.9 (Feb)
  Unemployment Rate (%) 6.9 7.0 7.0 7.3 (Feb)   Unemployment Rate (%) 5.3 5.2 5.0 4.9 (Feb)
  Retail Sales 2.2 2.0 2.6 6.4 (Jan)   Retail Sales 1.5 1.6 1.3 2.7 (Feb)
  Auto Sales (000s) 1898 1952 1954 1976 (Jan)   Auto Sales (millions) 17.3 17.8 17.8 17.4 (Feb)
  CPI 1.1 1.2 1.3 1.4 (Feb)   CPI 0.1 0.1 0.5 1.0 (Feb)
  IPPI -0.9 -0.3 0.1 -1.7 (Jan)   PPI -3.3 -3.3 -3.3 -1.9 (Feb)
  Pre-tax Corp. Profits -15.2 -16.4 -18.6   Pre-tax Corp. Profits 2.0

Mexico
  Real GDP 2.5 2.8 2.5
  Current Acc. Bal. (US$B, ar) -32.4 -32.7 -30.8
  Merch. Trade Bal. (US$B, ar) -14.5 -25.9 -15.8 -41.3 (Jan)
  Industrial Production 1.0 1.3 0.2 1.1 (Jan)
  CPI 2.7 2.6 2.3 2.9 (Feb)

Euro Zone 2015 15Q3 15Q4 Latest Germany 2015 15Q3 15Q4 Latest
  Real GDP 1.3 1.3 1.3   Real GDP 1.4 1.7 1.3
  Current Acc. Bal. (US$B, ar) 345 403 434 540 (Dec)   Current Acc. Bal. (US$B, ar) 257.0 307.3 280.0 172.4 (Jan)
  Merch. Trade Bal. (US$B, ar) 357.3 364.9 389.5 366.1 (Dec)   Merch. Trade Bal. (US$B, ar) 274.5 278.6 270.1 175.2 (Jan)
  Industrial Production 1.6 1.9 1.3 2.8 (Jan)   Industrial Production 0.6 1.2 -0.3 2.3 (Jan)
  Unemployment Rate (%) 10.9 10.7 10.5 10.4 (Jan)   Unemployment Rate (%) 6.4 6.4 6.3 6.2 (Feb)
  CPI 0.0 0.1 0.2 -0.2 (Feb)   CPI 0.2 0.1 0.3 0.0 (Feb)

France United Kingdom
  Real GDP 1.1 1.1 1.4   Real GDP 2.2 2.1 1.9
  Current Acc. Bal. (US$B, ar) -3.0 4.9 -6.4 -58.3 (Jan)   Current Acc. Bal. (US$B, ar) -69.8
  Merch. Trade Bal. (US$B, ar) -40.3 -36.3 -46.1 -41.0 (Jan)   Merch. Trade Bal. (US$B, ar) -191.6 -197.3 -202.0 -177.8 (Jan)
  Industrial Production 1.9 1.5 2.5 2.0 (Jan)   Industrial Production 1.0 1.2 0.8 0.2 (Jan)
  Unemployment Rate (%) 10.4 10.5 10.1 10.2 (Jan)   Unemployment Rate (%) 5.4 5.3 5.1 5.1 (Dec)
  CPI 0.0 0.1 0.1 -0.2 (Feb)   CPI 0.0 0.0 0.1 0.3 (Jan)

Italy Russia
  Real GDP 0.6 0.8 1.0   Real GDP -4.1
  Current Acc. Bal. (US$B, ar) 34.9 46.5 65.7 73.7 (Dec)   Current Acc. Bal. (US$B, ar) 65.8 7.5 13.0
  Merch. Trade Bal. (US$B, ar) 49.8 53.5 66.7 0.5 (Jan)   Merch. Trade Bal. (US$B, ar) 12.2 9.4 10.1 7.9 (Jan)
  Industrial Production 0.8 1.8 1.4 3.5 (Jan)   Industrial Production -3.7 -4.2 -3.9 1.0 (Feb)
  CPI 0.0 0.2 0.2 -0.4 (Feb)   CPI 15.5 15.7 14.5 8.1 (Feb)

    North America 

Europe 

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

Economic Statistics 

Source: Bloomberg, IHS Global, Scotiabank Economics. 
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Australia 2015 15Q3 15Q4 Latest Japan 2015 15Q3 15Q4 Latest
  Real GDP 2.5 2.7 3.0   Real GDP 0.5 1.7 0.8
  Current Acc. Bal. (US$B, ar) -56.4 -64.6 -63.6   Current Acc. Bal. (US$B, ar) 137.4 160.2 117.3 52.9 (Jan)
  Merch. Trade Bal. (US$B, ar) -12.6 -15.1 -21.7 -21.3 (Jan)   Merch. Trade Bal. (US$B, ar) -23.2 -28.1 -3.0 17.3 (Feb)
  Industrial Production 1.6 1.8 1.9   Industrial Production -0.9 -0.4 -0.5 -2.3 (Jan)
  Unemployment Rate (%) 6.1 6.2 5.8 5.8 (Feb)   Unemployment Rate (%) 3.4 3.4 3.3 3.2 (Jan)
  CPI 1.5 1.5 1.7   CPI 0.8 0.2 0.3 -0.1 (Jan)

South Korea China
  Real GDP 2.6 2.7 3.0   Real GDP 6.9 6.9 6.8
  Current Acc. Bal. (US$B, ar) 105.9 116.4 105.6 84.8 (Jan)  Current Acc. Bal. (US$B, ar) 293.2
  Merch. Trade Bal. (US$B, ar) 90.3 81.1 95.0 88.6 (Feb)   Merch. Trade Bal. (US$B, ar) 593.2 644.0 697.9 391.1 (Feb)
  Industrial Production -0.9 0.1 0.0 -0.5 (Jan)   Industrial Production 5.9 5.7 5.9 5.9 (Dec)
  CPI 0.7 0.7 1.1 1.3 (Feb)   CPI 1.6 1.6 1.6 2.3 (Feb)

Thailand India
  Real GDP 2.8 2.9 2.8   Real GDP 7.0 7.5 7.1
  Current Acc. Bal. (US$B, ar) 34.8 7.2 13.1   Current Acc. Bal. (US$B, ar) -8.2
  Merch. Trade Bal. (US$B, ar) 2.9 3.2 3.2 2.6 (Jan)   Merch. Trade Bal. (US$B, ar) -10.5 -11.9 -10.4 -6.5 (Feb)
  Industrial Production 0.3 0.9 0.3 -3.3 (Jan)   Industrial Production 3.2 4.8 1.6 -1.5 (Jan)
  CPI -0.9 -1.1 -0.9 -0.5 (Feb)   WPI -2.7 -4.6 -2.3 -0.9 (Feb)

Indonesia
  Real GDP 4.8 4.7 5.0
  Current Acc. Bal. (US$B, ar) -17.8 -4.2 -5.1
  Merch. Trade Bal. (US$B, ar) 0.6 0.9 0.1 1.1 (Feb)
  Industrial Production 4.6 4.0 4.0 1.0 (Dec)
  CPI 6.4 7.1 4.8 4.4 (Feb)

Brazil 2015 15Q3 15Q4 Latest Chile 2015 15Q3 15Q4 Latest
  Real GDP -3.8 -4.5 -5.9   Real GDP 2.1 2.2 1.3
  Current Acc. Bal. (US$B, ar) -59.1 -47.1 -38.3   Current Acc. Bal. (US$B, ar) -11.5 -8.3
  Merch. Trade Bal. (US$B, ar) 19.7 32.1 37.7 36.5 (Feb)   Merch. Trade Bal. (US$B, ar) -3.0 -4.0 0.3 7.2 (Feb)
  Industrial Production -8.3 -9.2 -12.0 -11.3 (Jan)   Industrial Production -0.3 -1.7 -1.0 -8.3 (Jan)
  CPI 9.0 9.5 10.4 10.4 (Feb)   CPI 4.3 4.8 4.1 4.7 (Feb)

Peru Colombia
  Real GDP 3.3 3.2 4.7   Real GDP 3.1 6.5 7.1
  Current Acc. Bal. (US$B, ar) -2.4   Current Acc. Bal. (US$B, ar) -18.9 -5.2 -4.3
  Merch. Trade Bal. (US$B, ar) -0.2 -0.3 0.0 -0.5 (Jan)   Merch. Trade Bal. (US$B, ar) -1.3 -1.5 -1.6 -1.5 (Jan)
  Unemployment Rate (%) 6.4 6.3 5.8 6.9 (Feb)   Industrial Production 0.9 1.7 3.4 8.2 (Jan)
  CPI 3.5 3.8 4.1 4.5 (Feb)   CPI 5.0 4.9 6.4 7.6 (Feb)

    Asia Pacific 

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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Interest Rates (%, end of period)

Canada 15Q3 15Q4 Mar/11 Mar/18* United States 15Q3 15Q4 Mar/11 Mar/18*

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 0.47 0.47   3-mo. T-bill -0.02 0.16 0.32 0.28
  10-yr Gov’t Bond 1.43 1.39 1.36 1.30   10-yr Gov’t Bond 2.04 2.27 1.98 1.88
  30-yr Gov’t Bond 2.20 2.15 2.12 2.09   30-yr Gov’t Bond 2.85 3.02 2.75 2.68
  Prime 2.70 2.70 2.70 2.70   Prime 3.25 3.50 3.50 3.50
  FX Reserves (US$B) 78.3 79.7 81.2 (Jan)   FX Reserves (US$B) 109.2 106.5 106.1 (Jan)

Germany France
  3-mo. Interbank -0.06 -0.09 -0.23 -0.23   3-mo. T-bill -0.20 -0.45 -0.43 -0.43
  10-yr Gov’t Bond 0.59 0.63 0.27 0.22   10-yr Gov’t Bond 0.99 0.99 0.62 0.56
  FX Reserves (US$B) 59.3 58.5 58.5 (Jan)   FX Reserves (US$B) 53.1 55.2 56.4 (Jan)

Euro Zone United Kingdom
  Refinancing Rate 0.05 0.05 0.00 0.00   Repo Rate 0.50 0.50 0.50 0.50
  Overnight Rate -0.12 -0.13 -0.24 -0.34   3-mo. T-bill 0.49 0.48 0.47 0.48
  FX Reserves (US$B) 332.3 333.9 332.9 (Jan)   10-yr Gov’t Bond 1.76 1.96 1.58 1.46

  FX Reserves (US$B) 118.9 119.0 122.0 (Jan)

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 -0.06 -0.07   10-yr Gov’t Bond 2.61 2.88 2.68 2.55
  10-yr Gov’t Bond 0.36 0.27 -0.01 -0.09   FX Reserves (US$B) 48.1 46.5 40.9 (Jan)
  FX Reserves (US$B) 1221.5 1207.0 1220.7 (Jan)

Exchange Rates (end of period)

USDCAD 1.33 1.38 1.32 1.30   ¥/US$ 119.88 120.22 113.86 111.49
CADUSD 0.75 0.72 0.76 0.77   US¢/Australian$ 0.70 0.73 0.76 0.76
GBPUSD 1.513 1.474 1.438 1.449   Chinese Yuan/US$ 6.36 6.49 6.49 6.47
EURUSD 1.118 1.086 1.116 1.129   South Korean Won/US$ 1185 1175 1193 1162
JPYEUR 0.75 0.77 0.79 0.79   Mexican Peso/US$ 16.918 17.208 17.699 17.314
USDCHF 0.97 1.00 0.98 0.97   Brazilian Real/US$ 3.948 3.961 3.586 3.621

Equity Markets (index, end of period) 

  United States (DJIA) 16285 17425 17213 17583   U.K. (FT100) 6062 6242 6140 6201
  United States (S&P500) 1920 2044 2022 2050   Germany (Dax) 9660 10743 9831 9938
  Canada (S&P/TSX) 13307 13010 13522 13556   France (CAC40) 4455 4637 4493 4459
  Mexico (IPC) 42633 42978 44736 45894   Japan (Nikkei) 17388 19034 16939 16725
  Brazil (Bovespa) 45059 43350 49639 50462   Hong Kong (Hang Seng) 20846 21914 20200 20672
  Italy (BCI) 1179 1218 1081 1072   South Korea (Composite) 1963 1961 1971 1992

Commodity Prices (end of period)

  Pulp (US$/tonne) 960 940 940 940   Copper (US$/lb) 2.31 2.13 2.24 2.31
  Newsprint (US$/tonne) 510 505 545 545   Zinc (US$/lb) 0.75 0.73 0.81 0.84
  Lumber (US$/mfbm) 242 274 290 299   Gold (US$/oz) 1114.00 1060.00 1264.75 1252.10
  WTI Oil (US$/bbl) 45.09 37.04 38.50 40.12   Silver (US$/oz) 14.65 13.82 15.50 15.94
  Natural Gas (US$/mmbtu) 2.52 2.34 1.82 1.93   CRB (index) 193.76 176.14 173.53 177.61

Financial Statistics 

A12 

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