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CANADIAN HOUSING 

 

 Simple metrics such as the price-to-rent ratio vastly overestimate the degree of house 
price overvaluation in Canada. 

 
There is little debate that after more than a decade of steady outsized 
appreciation, average home prices in Canada are overvalued relative 
to underlying fundamentals. Yet the degree of overvaluation is open 
to debate, with one particular measure — the price-to-rent ratio — 
recently garnering headlines. Based on average home prices relative 
to average rents, it suggests a staggering 65% overvaluation in 
Canadian home prices relative to its long-term trend (chart).  
 
While attractive in its simplicity, there are significant methodological 
and conceptual limitations to the price-to-rent ratio as a measure of 
overvaluation. For one, the average rental unit in Canada differs 
substantially from the owner-occupied housing stock in size 
(generally smaller), age (generally older) and quality (generally 
lower). Renters represented 31% of all households in Canada in 2006 
(the latest available census data), but 40% of those living in housing 
in need of major repairs. A somewhat better comparison would be to 
look at average condominium prices relative to rents, but a significantly long time series is not available. 
 
Secondly, price level comparisons do not adequately capture the cost of homeownership. For a household 
contemplating whether to buy or rent, monthly cash flow is a crucial determining factor. The cost of 
homeownership is influenced not just by the purchase price, but by outlays on mortgage interest, property 
taxes and maintenance, all of which could cause price levels to deviate from rents. 
 
To analyze this relationship, we estimate the ratio of the CPI index for owned accommodation to that of 
rented accommodation (chart). While also at a historic high, this user-cost based estimate shows a much 
smaller deviation from its long-run trend of about 10%, consistent with the degree of overvaluation from 
many econometric-based models of fundamental house prices. Moreover, the relative cost of owning versus 
renting has begun to stabilize as home price increases moderate and rent increases pick up.  
 
Thirdly, there is no long-run equilibrium to which the price-to-rent ratio must revert. Regulatory or other 
measures can distort the ‘fundamental’ relationship between owning and renting, including rent controls that 
maintain below market rents, or homebuyer incentives and government-backed mortgage insurance that 
subsidize homeownership. Land constraints and development restrictions also can drive up home prices, 
though this would be expected to eventually feed through to rents. 
 
The demand for ownership housing relative to renting has increased steadily over the past several decades, 
despite the fact that the cost of homeownership, at least for those with mortgages, is not only generally higher 
than renting, but has consistently increased at a faster pace than rents. Many households are willing to pay a 
premium to own a home rather than rent, whether for lifestyle considerations or expectations of capital 
appreciation. The fastest rise in homeownership has been among traditional renters (i.e. those aged under 30 
and 75 and over). 
 
We expect the average price-to-rent ratio in Canada has peaked and will gradually edge lower in the coming 
decade (while remaining well above its long-term average). Sub-par economic growth, tighter mortgage 
rules, demographic shifts (e.g. an aging population and immigration), strained housing affordability in some 
markets and the eventual rise in interest rates all should favour rental demand over homeownership. In some 
larger centres such as Toronto, supply additions to the rental stock from new condominium completions may 
actually lead to higher average rents (condominium rentals typically rent at about a 20-30% premium over 
purpose-built apartment rentals). 

Adrienne Warren (416) 866-4315 
adrienne.warren@scotiabank.com 
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CANADIAN TRADE 

 

 Trade performance not as downbeat as the headline balance suggests. 
 
Canada’s trade deficit widened in April to $567 million from a 
revised deficit of $3 million in March. Imports advanced 1.2%  
m/m to a record high led by energy products and motor vehicles & 
parts, while exports edged down 0.2% m/m on lower shipments of 
metal ores, energy products and industrial machinery. This 
represents the 16th consecutive monthly trade deficit, highlighting 
the ongoing competitive challenges exporters face amid a soft 
global economic backdrop and a relatively strong Canadian dollar.  
 
Exports to markets outside of the U.S. contracted by 5.6% m/m in 
April, especially to the EU and Japan. Notwithstanding the drag 
from sequestration, strength in consumer spending and housing 
bolstered a 1.8% expansion in exports to the U.S., pushing Canada’s 
trade surplus with its neighbour to the south up to $3.9 billion.  
 
Canada’s trade performance is not as downbeat as the latest figures 
suggest. In the first four months of the year, growth in nominal exports is tracking 8.8% y/y, outpacing the 
4.7% advance in imports. As a result, Canada’s trade deficit has been cut in half to $5.9 billion. A rising 
surplus in energy and metals & non-metallic minerals products has led the way, driven by double-digit growth 
in exports, while gains were also notable in agriculture and forestry products. In contrast, coming off last year’s 
robust performance fuelled by rising U.S. demand, Canada’s motor vehicles and parts trade deficit has risen to 
a record high, as imports have stabilized and exports declined nearly 4% year-to-date. Meanwhile, the trade 
surplus in aircraft and other transportation equipment — as well as metal ores — also weakened. Providing 
some offset were the declining deficits in chemical & plastics and consumer goods, due to higher potash 
exports and weaker domestic demand.         
 
Adjusting for price changes, export volumes continued to gain traction in April climbing 0.7% m/m, although 
outpaced by the rebound in import volumes of 1.5% m/m. Nevertheless, so far in the second quarter, Canada’s 
export growth is tracking above imports. As a result, building upon a 1.4 percentage point contribution to real 
GDP growth in Q1, net exports should continue to add to growth, albeit to a lesser extent.  
 
Over the near term, the transition to export-led growth in Canada will likely be uneven, as fiscal restraint in the 
U.S., lacklustre global demand and commodity price volatility dampen the export recovery. Notwithstanding 
some near-term volatility, trade will likely continue to be a key contributor to economic growth going forward, 
as softer domestic demand — due to reduced consumer spending and residential activity — and cautious 
business capital expenditures temper import growth. Meanwhile, Canada’s export activity is forecast to gain 
momentum, as it piggybacks off strength in the U.S. economy and ongoing improvements in U.S. residential 
construction, business investment and automobile demand.  
 
In addition, the depreciation in the Canadian dollar vis-à-vis the U.S. greenback in the range of $0.95-1.00 
should also bolster the competitiveness of Canadian goods in international markets. During the 1990s, when 
growth in the U.S. economy outperformed and the Canadian dollar was weakening, net exports contributed 
positively to real GDP. Over this period, Canada’s manufacturing export intensity — the export share of all 
manufactured shipments — increased from just over 43% in the early 1990s to 56% by 1998. Since the late 
1990s, export intensity in 17 of the 21 manufacturing sectors has declined.  
 
Since the low in 2009, export intensity has been improving. Nevertheless, the lack of adequate infrastructure in 
Canada will remain a major challenge for Canadian exporters for several years to come, as pipeline and 
transportation constraints continue to inhibit potential export growth and depress Canadian commodity prices 
relative to world prices.     

Erika Cain (416) 866-4205 
erika.cain@scotiabank.com 

 

Canada’s Slow Transition To Export-Led Growth 
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FISCAL 

 

 Looking to expand export markets outside the U.S. and greater SME participation. 
 
As economic development initiatives have proliferated among 
the Provinces over the past year, a key focus has been 
enhanced efforts to expand global trade and investment 
relationships, particularly with emerging economies (top 
chart). While the U.S. economy’s current outlook is 
encouraging for Canada, well recognized are the advantages of 
further export diversification, for energy as well as other 
products (middle and bottom charts). Referencing the faster 
economic growth anticipated for emerging nations, Ontario’s 
spring Budget quoted an OECD forecast of spending by the 
global middle class more than doubling from 2009 to 2030, 
powered by Asia Pacific’s share rising from 23% to 59%. Yet, 
this agenda is challenging, even with the federal government’s 
current priority on expanding Canada’s international linkages. 
The industries often targeted for export expansion, such as 
agrifood and tourism, are the focus of intense global 
competition. For small- and mid-sized enterprises (SMEs), the 
risks assumed in building an export presence beyond the U.S. 
are now more fully recognized, given the resources required to 
successfully adapt to dramatically different market 
environments and the potential costs of factors such as 
exchange rate volatility.  
 
The Provinces have chosen different paths to broaden their 
exports: sometimes working with a specific industry such as 
British Columbia’s efforts with its forest products sector in 
Asian markets; many times in collaborative ventures such as 
trade missions with other Provinces or Ottawa; often by 
expanding networks such as greater interaction with ethno-
cultural business organizations; and, frequently by establishing 
partnership arrangements with a city or region overseas. Two 
reports, one from Ontario’s Jobs and Prosperity Council, the 
other from New Brunswick, offer some pragmatic adjustments 
to their existing export support services, particularly for SMEs. 
Citing feedback from firms of duplication in government and 
public/private agency services, NB, similar to other Provinces, 
is revisiting service co-ordination, particularly among the three 
levels of government, while Ontario is advancing a ‘single 
online portal’ approach. For SMEs, the objective is now more 
detailed and strategic intelligence, tailored to each firm’s 
situation, on specific markets and regions, transportation 
options, other logistics and local contacts. As a smaller 
province, NB is targeting specific firms, using a one-on-one 
account manager approach, with an eye for potential market 
niches such as the Caribbean islands.  
 
A further improvement is setting measurable results, a route 
also now followed in many job creation plans. New 
Brunswick, for example, is aiming for 175 more firms to enter 
export markets within five years.  

Geographic Export Diversification  — The Provinces’ Ongoing Opportunity 

 

Source for charts: Statistics Canada.  
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The following article was published on June 10, 2013. 

Over the past year, subordinated bonds issued by Latin American banks, including Mexican banks, have been 
among the favorites of emerging market investors. Mexican bank bonds have widened significantly over the 
past two weeks, in a move that we do not believe to be credit-specific. Nevertheless, the recently announced 
financial reform could have significant consequences for those banks which warrant further study.  
 
Why is there so little credit in Mexico? 
 
In choosing to focus on the financial sector, the Mexican government has indeed identified a real problem for 
economic growth. While the speed of credit growth has troubled the central banks of some Latin American 
peers, Mexican authorities face the opposite problem. Mexican credit as a fraction of GDP is only around 
20%, only one-half to one-third of its Latin American peers, and it is not catching up. (See, for example, our 
article, “Credit booms in Latin America,” April 13, 2012). Less clear is why credit penetration in Mexico is 
lower. 
 
The recent presentation from the Mexican government suggests some potential causes, ranging from poor 
institutions necessary to support lending to a concentrated banking sector that prefers to invest in government 
bonds rather than to give loans. We are not sure if either of these factors entirely account for the problem. 
The World Bank’s “Doing Business” World Survey measures two types of institutions that should facilitate 
access to credit: credit bureaus and the legal rights of lenders in secured transactions and bankruptcies. 
Mexico ranks #40 on the list, which is worse than Peru (23), but actually better than Chile (53), Colombia 
(70), and Brazil (104), all countries that have much more lending. 
 
It is true that the Mexican banking sector is concentrated with 5 banks representing 74% of lending, but that 
is not so different from other countries. In Peru, just the top three banks have 77% of the market according to 
our calculation, while the corresponding numbers for the top three banks in Colombia and Chile are 67% and 
52%. Furthermore, the profitability of Mexican banks does not demonstrate unusually high monopoly power. 
The average net-interest margin of the top three banks in Mexico is 6.6% in comparison with 6.4% for 
Colombia, 7.3% for Peru, and 4.3% for Chile. Thus, while changes to the areas proposed by the government 
could certainly help increase the amount of credit in the economy, we are not sure that they are the primary 
problems. We have not done a comprehensive study, but we imagine other relevant factors would include the 
amount of government support and guarantees as well as the structure of the economy. 
 
The government’s proposal 
 
We categorize the government’s proposals into three groups: reforms that increase the size of the market, 
reforms that increase competition for that market, and reforms that employ the financial sector to pursue 
social objectives. 
 
Most of the reforms seem to fall in the first category and could generate new opportunities for banks. The 
creation of a universal credit bureau and more efficient enforcement schemes for the collection of guarantees 
should both be welcomed by the banks. Less obvious is the effect of increased risk-taking and lending by 
state development banks. The private banks we spoke with view these government agencies not as 
competitors but as partners who they can work with to increase credit availability in certain sectors. 
 

 

Mexican Financial Reform’s Impact On Banks  

The broad financial reform recently proposed by the government should create new opportunities for 
Mexican banks by expanding the credit market, but could also threaten competitive positioning and 
profitability if regulations become more restrictive. We evaluate why credit penetration is low in Mexico and 
what the government might do about it, taking into account the experience of other countries.  

Joe Kogan (212) 225-6541 
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How the government seeks to increase competition is unclear, but certainly the fact they are highlighting the 
high concentration in the sector and want to strengthen Cofeco (the Federal Commission on Competition) is 
worrisome for bank profitability, especially in light of the recent reforms in the telecom sector. All we know 
so far, however, is that Cofeco will have 120 days to assess the market. One of the few specific reforms 
already mentioned in this area is to make it easier for a customer to switch banks or to spread his business 
among different banks, a move which could increase competition for existing customers. Nevertheless, there 
are also indications that the government could focus its efforts not on banks but on smaller financial 
institutions that are less regulated like Sofoles and department stores. So far, it seems that measures to 
increase the size of the market are more abundant than those to increase competition for that market. 
 
It is the last category of reforms that is potentially the most troubling. According to government data, 
Mexican banks lend less of their assets to the private sector than banks in most other countries, preferring 
instead to invest in financial securities. Our research shows those investments to be mostly in government 
bonds, including Mbonos, Bonos de Desarollo, and Udibonos, but also to include commercial paper and 
corporate bonds. What will the government do about this? Apparently, Banxico already has the ability to 
suggest changes to the mix of credits products offered by banks — perhaps, fewer mortgages and more loans 
to small businesses. The recent reform, however, could allow Banxico to sanction banks that do not comply 
with its recommendations, perhaps by restricting their holdings of securities. Any change would of course be 
slow, in part because the Finance Ministry needs the banks to hold its bonds. We also understand that 
Banxico already has powers to set prices of financial products, but has never used those powers. We doubt 
regulators would force banks to make lots of risky loans, but the mere discussion of this topic may cause 
banks to modify their strategy somewhat. 
 
Financing for SMEs 
 
Financing for SMEs (small and medium enterprises) is a problem all over the world. In a recent survey by the 
Federal Reserve, access to capital was the biggest barrier to growth for US respondents. The most frequently 
cited credit issue was not just insufficient collateral or a low credit score, but rather that banks simply do not 
lend to “that type” of business.1 According to the World Bank, intrinsic characteristics of SME’s — 
heterogeneity in their activities, informality, unavailability and unreliability of financial statements, low 
managerial capacity of owners, and their family owned nature — complicate the assessment of 
creditworthiness and increase transaction costs.2 As a result, SMEs generally rely on trade credit (credit from 
suppliers and/or customers) and informal sources of financing (friends and family).3 In Mexico, loans to 
SMEs represent a small portion of banks’ portfolios, perhaps 5% to 10%, and the majority of those loans are 
backed by government guarantees. Banks report that those loans are growing at double-digit rates, albeit from 
a low base.  
 
We should point out that there is nothing so unusual in a government using the financial sector to pursue 
social objectives. In the US, for example, the Community Reinvestment Act of 1977, directed Federal 
banking agencies to evaluate whether banks are meeting the financial needs of all the local communities in 
which they operate as a way to increase lending in low-income neighborhoods. The support of credit to small 
businesses in the US is motivated as much by politics as by economics. While the traditional argument 
emphasized in the US is that small businesses are more likely to create new jobs than large businesses, 
studies find they also destroy existing jobs at a faster rate, in part because those new small business 
themselves are less stable.45 
 
Thus, in evaluating the potential impact on Mexican bank profitability, we’ll need to wait to see how far the 
government is willing to go, weighing the amount of new credit created with government support against the 
amount of new powers and discretion given to regulators. Global factors will continue to drive the prices of 
bank bonds in the near-term, but perhaps by the time Cofeco completes its analysis, fundamentals will again 
reassert themselves. 

 

… continued from previous page 
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Endnotes: 
 

1 Federal Reserve Bank of New York, “FRBNY Small and Business Borrowers Poll,” August 14, 2012. 
 

2 Constantinos Stephanou and Camila Rodriguez, “Bank Financing to Small and Medium-Sized Enterprises 
(SMEs) in Colombia,” World Bank Working Paper 4481, January 2008. 
 

3 World Bank survey published last year covering over a hundred thousand firms in 113 countries. Veselin 
Kuntchev, Rita Ramalho, Jorge Rodriguez-Meza and Judy S. Yang, “What have we learned from the Enterprise 
Surveys regarding access to finance by SMEs?” World Bank Working Paper, 2012. 
 

4 Steven J. Davis, John Haltiwanger, and Scott Schuh, “Small Business and Job Creation: Dissecting the Myth 
and Reassessing the Facts,” National Bureau of Economic Research Working Paper No. 4492, October 1993. 
 

5 New small businesses create more jobs but are also more likely to go out of business. Mature small businesses 
do not create new jobs. John Haltiwanger, Ron Jarmin, and Javier Miranda, “Who Creates Jobs? Small vs. Large 
vs. Young?” University of Maryland working paper, August 2011.  
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The following article was published on June 13, 2013. 
 

 

Why have investors put so much money into emerging market assets recently? Some argue that economic 
growth and stable macroeconomic policies are responsible, suggesting that inflows should continue, while 
others point to unusually loose US monetary policy, implying that inflows could reverse. In this article, we 
examine what history can tell us about these inflows. 
 
Bond fund inflows 
 
As shown in Figure 1, the magnitude of inflows to dedicated emerging markets bond funds is unprecedented, 
at least according to EFPR data. Cumulative inflows were $175bn at the end of April, in contrast to only 
$28bn at the peak in 2008. 

We have not normalized the data here, possibly exaggerating the effect. For example, flows may be rising in 
part because the sample of funds that are surveyed has broadened over the past two decades. Nevertheless, 
more funds specializing in emerging markets may themselves be the result of increased interest in emerging 
market instruments.  
 
Be wary of any strong predictions about how emerging market bond investors will behave going forwards 
because we have had very few cycles on the fixed income side on which to base such projections. Bond 
inflows were negative for the second half of the nineties, likely hurt by the Tequila crisis and the Asian 
financial crisis. They recovered following the US recession in 2001 and continued upwards until the financial 
crisis in 2008. The largest inflows occurred in the past three years after that crisis. In other words, we count 
only two cycles in the last two decades. To make matters worse, those two cycles were different in that the 
second cycle focused on local currency inflows while the first cycle started with hard currency inflows, but 
ended with local inflows catching up. 

 

A Brief History Of EM Inflows  

The magnitude of recent fixed income inflows into Latin America is unprecedented relative to the last thirty 
years. In addition, there have been few cycles in those investment flows, making it difficult to quantify the 
drivers. Both EM fundamentals and US monetary policy are surely responsible, such that some inflows 
could continue even after US interest rates have normalized.  

Joe Kogan (212) 225-6541 
joe.kogan@scotiabank.com 

  

                  Figure 1. Cumulative inflows to emerging market bond funds. 

Source: EPFR. Graph shows cumulative inflows by month in millions of USD to funds surveyed by EFPR in that month. 
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Considering that we only have two cycles — just two data points, in some sense — it is impossible to draw 
any strong conclusions. We can make some general observations, nevertheless. First, US nominal rates are 
generally decreasing throughout the period, such that there is no obvious connection between US nominal rates 
and emerging market inflows. US yields actually rose by around 100bp around the time that the first cycle of 
inflows picked up steam in 2005. Second, commodity prices have been high and average growth rates have 
been strong during the periods of inflows, suggesting that EM fundamentals are an important driver. 
 
Other private creditors 
 
For a longer time-series covering a broader set of fixed-income investors, we turn to the external financing 
data collected by the IIF. The category we focus on is “Other private creditors,” which includes bond 
issuance as well as foreign deposits and other financial securities.1 Measured in constant 2012 dollars, this 
category of inflows has exploded in recent years to record levels. It is currently double the amount of FDI,2 

three times the amount of commercial bank lending, and five times larger than the amount of portfolio equity 
flows (Figure 2). That comparison is important, because it demonstrates the relative importance of these 
types of flows in the balance of payments.  
 
If we normalize the inflows by US GDP on the grounds that the US is likely the source of most of these 
inflows, we find that these flows are approaching 1% of GDP, higher than in any previous period. It is only 
when we normalize by Latin American GDP that we find inflows of comparable magnitude in the 1990s, but 
even then the recent inflows stand out as among the highest historically in the past 35 years. 
 
We also found that the correlation of different types of flows is less than expected. The correlation coefficient 
between other private creditors and commercial banks is only 0.23, perhaps because these types of lending 
can serve as substitutes rather than complements. The correlation with FDI and equity flows is 0.42 and 0.50. 
We would expect these two to respond strongly to commodity prices and economic growth, just like fixed 
income flows, but relatively less to US monetary policy. Unlike inflows from other private creditors, FDI and 
equity inflows are high, but not at record levels, suggesting that US monetary policy is part of the explanation 
for fixed income inflows, but not the entire story. 

 

… continued from previous page 
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Figure 2a. Annual equity inflows into Latam                                      Figure 2b. Annual fixed income inflows into Latam  

Source: IIF. Millions of USD, constant 2012 dollars. Sum over 7 
Latin American countries.  

Source: IIF. Millions of USD, constant 2012 dollars. Sum over 7 
Latin American countries.  
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Conclusion 
 
Emerging market inflows have occurred in unprecedented magnitudes in recent years. Does that mean that 
they are bound to reverse or that the world has changed and investors are responding accordingly? The 
answer, we think, is some of both. The fact that recent inflows have focused on local markets suggests that 
low US interest rates are partly responsible. Nevertheless, high FDI reveals faith in long-term EM 
fundamentals as well. Since the tapering of QE will happen only if the US recovers, and a US recovery 
should boost EM fundamentals as well as encourage investment in riskier and non-traditional assets, it is not 
clear what the net effect will be. It is impossible to predict whether inflows will just slow or actually reverse. 
 
Endnotes: 
 
1 In addition to securities, that category also includes deposits in local banks by non-residents as well as 
financing provided by suppliers. The IIF tells us, however, that for Latin America this category is mostly fixed 
income securities, including short-term notes like Cetes. 
 

2 The IIF reports net FDI.  Some Latam countries have had large outbound FDI recently, such that the figure in 
the graph may underestimate the inbound FDI. 
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Can UK Inflation Continue to Outpace the US & the Eurozone? 
For a number of years, UK inflation has gained a reputation for being persistently elevated. Along the way, 
there were good excuses such as the pre-programmed tax-related increases and the weakness of the GBP 
exchange rate. However, with breakevens so low, particularly at the front end of the curve, questions have 
been raised about whether something is changing. In particular: 
 
 How can UK inflation remain elevated relative to the rest of the world, particularly in an environment 

where our recovery is no better? 
 
UK Versus the Rest of the World 
The following charts show how the UK measures of inflation currently compare with the headline measures 
in the US and continental Europe and how that compares with the experience of the last decade or so. 
 

 

UK Inflation: Them ‘N’ Us 
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Chart 1: UK RPIX versus US CPI 

Chart 2: UK CPI versus US CPI 
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… continued from previous page 

 

Don’t forget CPAC 
 In all 4 cases above, UK inflation is approaching one standard deviation above the average (calculated 

since 1990). 
 

 One caveat is that the UK measure of inflation — particularly the RPIX — has changed in the last 3 
years. More specifically, the methodology of the clothing component in UK inflation was modified in 
2010 (which sparked the CPAC related concerns last year). As a result UK CPI and RPIX inflation are 
around half a percentage point higher than they were prior to 2010. 

 

 More specifically, for around a decade, UK clothes price inflation was falling by between 5% y/y and 
10% y/y. Since 2010 when the methodology changed, clothes price inflation has been moderately 
positive in the CPI and up by over 5% y/y according to the RPI. The point is that we are not comparing 
like with like if we compare headline UK inflation now with the average of the period prior to 2010. 

 

Alan Clarke (44 207) 826-5986 
alan.clarke@scotiabank.com  

 

Chart 3: UK RPIX versus Eurozone CPI 

Chart 4: UK CPI versus Eurozone CPI 
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… continued from previous page 

 If we take account of this change, the overshoot in RPI relative to the long-run average is less extreme. 
Table 1 below shows how big the gap between the RPIX and the US / Eurozone is before and after 
adjusting for the adjustment to the clothing component of the RPIX. 

 

 In all cases UK inflation is still above the US and Eurozone measures of inflation after adjusting for the 
change in methodology, but the gap is less extreme. In the case of the UK RPI-Eurozone CPI gap, the 
difference after adjusting for the methodology change is 1.23 percentage points. That compares to a long-
run average of 1.0 percentage points. So the UK measure is only 0.2 points higher than the norm of the 
last 22 years relative to the eurozone. 

 

 Methodology change or not, the UK measure of CPI remains around ¾ of a percentage point above its 
US and eurozone counterparts. Is that really reasonable? 

 
Pre-Programmed Inflation 
Administered price hikes are going on in most major economies in Europe. The UK is the champion of pre-
programmed price hikes. Moreover, UK pre-programmed price increases tend to be multi-year influences 
compared to more short-lived programmes which have been common in continental Europe. The best 
example of this is the hike in University tuition fees which are currently contributing around 1/3% to headline 
RPI inflation. Moreover, this influence will last for 3 years in total – eventually dropping out in late-2015. 
Similarly, the pre-announced programme of tax increases on alcohol and tobacco runs for several years to 
come (rising at RPI+2%).  
 
These additions to inflation are going to hang around for some time to come in the UK. By contrast, the tax-
related additions to eurozone inflation are likely to soften somewhat (especially as increases during H2 2012 
drop out of the % y/y calculation). According to the official data, tax-related inflation (i.e. overlooking tuition 
fees and other administered prices) is worth around 0.4 percentage points in continental Europe and 0.1 
percentage points in the UK. In practice, our judgement is that the pass-through of these tax-related price 
increases is only around half (Chart 5). Irrespective, the point is that notwithstanding some moderate 
upcoming VAT increases in France and Italy (the latter is currently postponed), there is more scope for 
administered inflation to drag eurozone inflation lower compared to the UK. 
 
Another area that sets the UK aside from the crowd is housing energy inflation. While both the UK and 
eurozone have seen largely the same patterns of accelerating and decelerating energy price inflation, the UK 
has tended to see much bigger increases. The best example of that was the 2008 40% hikes in the UK 
compared to 15% increases in continental Europe. That wasn’t a one-off (Chart 6). 
 
On average over the last decade UK housing energy prices have risen by around 5% per year more than the 
eurozone. In turn, that accounts for around a ¼% point overshoot in UK inflation relative to the eurozone.  
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Table 1: UK-US & UK-Eurozone Gap 

RPIX Gap Apr‐13 CPI Gap Apr‐13

UK RPIX 2.90 UK CPI 2.40

Eurozone CPI 1.17 Eurozone CPI 1.17

US CPI 1.06 US CPI 1.06

UK‐US Gap Raw 1.84 UK‐US Gap Raw 1.34

UK‐US Gap Adjusted for CPAC 1.34 UK‐US Gap Adjusted for CPAC 0.88

Ave Gap since 1990 0.67 Ave Gap since 1990 0

UK‐EZ Gap Raw 1.73 UK‐EZ Gap Raw 1.23

UK‐EZ Gap Adjusted for CPAC 1.23 UK‐EZ Gap Adjusted for CPAC 0.77

Ave Gap since 1990 1.03 Ave Gap since 1990 0.35
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Going forward, our bias is that this wedge persists. The regulator has warned that the rising cost of switching to 
renewables and the early abandoning of some coal-fired power stations are likely to continue to push UK energy 
bills up through to 2020. The biggest risk on the downside is that the government and the regulator get tough on 
the sector and this induces some restraint. However, we have our doubts that the regulator will show its teeth. 
 
Last but not least, there has tended to be a lagged relationship between UK and eurozone housing energy 
inflation, with the latter leading by around 6 months. Given that housing energy has been slowing in the eurozone 
of late, this relationship might hint at some downside in the UK over the coming quarters relative to the eurozone. 
 
Conclusion 
UK inflation has been elevated relative to its US and Eurozone counterparts in recent years. Part of that 
overshoot reflects temporary influences such as the sharp weakening of the GBP exchange rate in 2008/09, 
back-to-back VAT rate hikes, etc. However, other influences are more enduring such as the on-going impact 
of university tuition fee hikes. So while at face value, the UK inflation looks like it is defying gravity relative 
to the US and Eurozone, there is still good reason for that wedge to persist in the coming years.  
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Chart 5: Tax-Related Inflation – UK vs Eurozone 

Chart 6: Housing Energy Inflation – UK vs Eurozone 
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 The latest ECB press conference sounded slightly more optimistic than expected. Of course, most of this 
sentiment came from the slight upward revision to 2014 EMU GDP growth forecast but the underlying 
tone of the statement also diffused the feeling of stronger confidence regarding the recovery process in 
the EMU area. Could this be linked to some positive turnaround in the peripheral countries? 

 
 If we just look to Q1 GDP data in the south periphery, it is unlikely be the case. Indeed, in general 

figures proved poor and sometimes lower than expected with GDP contractions of -0.6% to -0.5% q/q for 
countries like Spain and Italy and -0.3% q/q for Portugal. As a result, year-over-year growth trends 
continue to move further down in negative territory.  

 
 However, it seems that there is greater confidence inside the ECB on two aspects: First, the diffusion of 

the improvement in financial markets and second, the lagging impact of past structural reforms to the real 
economy. This can been seen by comments like “the significant improvements in financial markets seen 
since last summer should work their way through to the real economy” and “with regard to fiscal 
consolidation and structural reforms, the Governing Council welcomes the progress made and 
encourages governments to continue with determined efforts”. 

 
 On the first issue, the ECB president commented extensively on the sharp drop in periphery yields and 

their tightening vs. German yields as well as on rising equity markets in these countries. Since last 
summer, 10Y yields dropped around 100 bps for Spain, 200 bps for Italy, 500 bps for Portugal and 1500 
bps for Greece. This move also led to a sharp tightening in yield spreads with Germany.  In the 
meantime, equity markets in Italy/Spain/Portugal jumped more than 20% and more than 60% in Greece 
(Chart 1). While there is still strong debate regarding the full transmission of monetary policy to these 
economies, history showed nonetheless some positive correlations between swings in equity markets and  
yields with business sentiment in these countries (Table 1).  
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Peripheral Countries Getting Out Of The Woods! 

 

Chart 1: Improving financial conditions in peripheral countries   

Table 1: Correlations with industrial confidence (2007-2013) 
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 The past week seems to show that the traction from easing financial conditions could start to be felt. 
Indeed, the final reading in the EMU May PMI was revised up to 48.3 from an earlier estimate at 47.8, 
mainly on the back of better than expected PMI figures from Italy and Spain. The report on business 
sentiment as measured by the EU Commission survey had the same positive message. According to this 
survey, business sentiment in Greece is now much higher than the EMU average. The same is true for 
Spain although to a lesser extent, while Portugal is catching up. Actually, sentiment in Italy is still 
lagging.  

 
 

 This lagging reaction in Italian business sentiment compared to the other peripherals could be linked to 
the second point mentioned by the ECB president that is the implementation of structural reforms. 
Indeed, in view of OECD estimate, Italy lagged a little behind the other countries on this point with 
Greece ranking first (Chart 3). 
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Chart 2: Business confidence moving up   

                   Chart 3: Responsiveness to reforms recommended by the OECD (2011-2012)  



 
 

 
Fixed Income Strategy Global Views  

17 June 14, 2013 

… continued from previous page 

 The improving outlook for the periphery countries could also be seen through improving export 
dynamics, especially to non-EU countries which are up between 5% and 10% yoy for countries like 
Portugal and Italy, 10% to 15% for Spain and more than 20% for Greece (Chart 4). For Greece, non-EU 
exports now represent 55% of total exports, which is 10 points higher than two years ago. For countries 
like Italy, Spain and Portugal, exports to non-EU markets represent respectively 45%, 35% and 30% but 
this ratio also increased by around 5 points over the past two years.   

 
 

 
 
 
 
 
 
 
 
 
 
 
 

 It is true that stronger exports to non-EU countries reflect the better growth dynamic in these economies 
vs. the EU area during the period. However it seems also to reflect strengthening competitiveness for 
countries like Spain and Greece. Indeed, the competitiveness of Greece as measured by unit labour costs 
improved by more than 25% since mid-2009, 10% to 15% for Spain and Portugal, and a bit less than 
10% for Italy. Usually, as seen by past correlation, this improvement opens the door for strengthening 
market share in non-EU markets (Chart 5).   
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Chart 4: Exports from peripheral countries 

Chart 5: Market share in total exports to non-EU countries 

Source: Scotiabank 
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 For countries like Spain or Greece, their export shares in the total exports to non-EU countries increased 
significantly (Chart 6). For Spain for example, its exports to non-EU countries represent around 2% of 
the total world exports to non-EU countries, which is the same level as Italy. In the case of Portugal, after 
touching a low point, things appear to have returned to the position seen before the crisis. On the other 
hand, Italy’s export market share is still declining.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 To conclude, while still at an early stage and subject to high political uncertainty in some of these 
peripheral countries, it seems nonetheless that past structural reforms and the sharp easing in financial 
conditions could start to be diffusing, offering some support to the periphery, and backing the slightly 
more optimistic tone of the ECB in recent weeks. 
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Chart 6: Market share in total exports to non-EU countries 
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Key Data Preview  

CANADA 
Canadian inflation is running substantially below target, a fact 
that the BoC finally acknowledged as a problem in Governor 
Poloz’s inaugural testimony to Parliament. Indeed, headline 
CPI at 0.4% y/y and core CPI at 1.3% y/y in April were 
borderline Japanese levels. Do we anticipate an improvement 
when the May numbers land on June 21? We’re expecting the 
month-on-month CPI number to increase by 0.3% on higher 
gasoline prices (+1.9% m/m according to Bloomberg) and 
seasonal increases in a variety of categories including the 
volatile recreation, reading, and education category as well as 
clothing and footwear. Higher import costs of late should also 
promote a moderate lift in prices. Our forecast still leaves the 
year-on-year headline CPI number soft at 0.7%.   
 
Retail sales for April (June 21) will be pulled in opposite 
directions by weak gasoline prices (-2.8% m/m) and strong auto 
sales (our industry economics team estimates a gain in the 2.5% 
m/m neighborhood — or higher). We’re expecting the net to be 
a modest 0.3% m/m gain, with an added risk coming from 
sluggish consumer prices on the month (-0.4% m/m in 
seasonally adjusted terms).  
 
UNITED STATES 
With CPI declining (and the Fed’s preferred inflation metric 
PCE deflator well below its 2% y/y target), developments in 
U.S. inflation are if not of paramount significance with respect 
to monetary policy (we’ll leave that distinction for non-farm 
payrolls), at least quite important. What are we expecting for 
May? We’re anticipating that weakness overall will be 
mitigated by high gasoline prices (see chart) resulting in a very 
soft 0.1% m/m print (seasonally adjusted) with year-on-year 
CPI picking up to 1.3% (vs. 1.1% y/y in April). The number 
lands on June 18, the day before the next FOMC rate statement, 
so it should figure into the Fed’s decision matrix. 
 
Housing starts figures for May land on June 18th too, and we’re 
anticipating a strong uptick to 920k starts at an annualized pace. 
Our projection is premised on strong building permits numbers 
in recent months that imply that housing starts ought to rebound 
in May and June after a fairly steep drop-off in April (March 
starts were a post-crisis high of 1.02m; April saw a retracement 
to 853k, the lowest number since November 2012).  
 
Data on existing home sales (June 20) will offer further 
information on the recovery in the housing sector, and we’re 
expecting a slight improvement to 5m starts from 4.97m in April 
as most leading indicators for housing resales (pending home 
sales and foot traffic at new homes) point to mild increases. 
Mortgage purchase applications surged in April and stayed at 
elevated levels in May, implying solid upside here (see chart). 
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EUROPE 
After this week’s first-quarter GDP release and amid continued social unrest around the country, Turkey will 
remain in focus next week, with the central bank meeting on June 18th. We do not anticipate any changes to 
the benchmark one-week repo rate. The central bank has already intervened to stabilize the lira by adopting 
short-term additional monetary tightening (i.e., liquidity withdrawals), after the currency dropped over 5% 
versus the US dollar in one month (to its weakest level since December 2011) on the back of global 
uncertainties and domestic political discontent. Increasingly violent clashes between protestors and police 
have triggered investor uneasiness, amplifying the general emerging-market sell-off seen in recent months. 
Economic growth in the first quarter was better than anticipated, with GDP advancing 3.0% y/y, following a 
1.4% expansion in the fourth quarter. Moreover, the pace of domestic credit growth remains faster than the 
central bank’s comfort level and the trend of improvement in the current account and trade positions has 
moderated. Thus, although inflation remains relatively contained — the rate was 6.5% y/y in May, down 
from 8.3% a year ago — and is expected to continue to moderate over the course of the year, given recent 
developments, the central bank is unlikely to lower the policy rate further at this point. 
 
LATIN AMERICA 
Colombian first-quarter real GDP growth will be released next 
week (June 20th) and we anticipate a mild expansion of 2.8% y/y, 
the second slowest quarterly rate since the end of 2009. High 
frequency indicators, such as industrial production and retail 
sales, continued to show a weak economic performance in the 
first months of the year after slowing significantly in the third 
quarter of 2012. Nonetheless, we expect economic activity to 
rebound in the second half of 2013, taking real GDP growth to 
around 4½% in 2013 as a whole. Loose domestic monetary 
policy, a weaker currency and government stimulus measures 
announced last month will boost economic activity; nonetheless, 
downside risks to growth are on the rise should industrial 
production remain weak. Recently, the government reduced the 
2013 growth forecast from 4.8% to 4.5%.  
 
ASIA 
New Zealand will release first-quarter real GDP data on June 
19th; we estimate that output increased by 0.6% q/q (3.0% y/y) 
following a strong 1.4% (3.3% y/y) gain in the final quarter of 
2012. We expect the economy to grow by around 3% in 2013-14. 
Domestic demand continues to be the main economic driver, 
driven by earthquake-related reconstruction investment. 
Household spending will be supported by encouraging 
developments in the labour and housing markets with improving 
momentum carrying in to the second quarter. The unemployment 
rate dropped to 6.2% in the first quarter of 2013 from 6.8% in the 
final three months of 2012. Meanwhile, house price gains have 
accelerated to 7.1% y/y in April-May compared with an average 
gain of 6.3% in the first quarter, while gains in residential sales 
have averaged 16.4% y/y in the April-May period following a 
13.2% gain in the first quarter of the year. 
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Key Indicators for the week of June 17 - 21 

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

A3 

North America 

Europe 

Country Date Time Indicator Period BNS Consensus Latest
US 06/17 08:30 Empire State Manufacturing Index Jun 0.0 0.0 -1.4
CA 06/17 08:30 International Securities Transactions (C$ bn) Apr -- -- 1.2
CA 06/17 09:00 Existing Home Sales (m/m) May 1.0 -- 0.6
US 06/17 10:00 NAHB Housing Market Index Jun 45.0 45.0 44.0

US 06/18 08:30 CPI (m/m) May 0.1 0.2 -0.4
US 06/18 08:30 CPI (y/y) May 1.3 1.4 1.1
US 06/18 08:30 CPI ex. Food & Energy (m/m) May -- 0.2 0.1
US 06/18 08:30 CPI ex. Food & Energy (y/y) May -- 1.7 1.7
US 06/18 08:30 Housing Starts (000s a.r.) May 920 952 853
US 06/18 08:30 Building Permits (mn a.r.) May -- 975 1005

US 06/19 07:00 MBA Mortgage Applications (w/w) JUN 14 -- -- 5.0
CA 06/19 08:30 Wholesale Trade (m/m) Apr 0.2 0.3 0.3
US 06/19 14:00 FOMC Interest Rate Meeting (%) Jun 19 0.25 0.25 0.25

US 06/20 08:30 Initial Jobless Claims (000s) JUN 15 345 340 334
US 06/20 08:30 Continuing Claims (000s) JUN 8 2960 -- 2973
MX 06/20 09:00 Retail Sales (INEGI) (y/y) Apr -- 1.9 -2.4
US 06/20 10:00 Existing Home Sales (mn a.r.) May 5.0 5.0 5.0
US 06/20 10:00 Leading Indicators (m/m) May -- 0.2 0.6
US 06/20 10:00 Philadelphia Fed Index Jun -2.0 -1.0 -5.2

CA 06/21 08:30 CPI, All items (m/m) May 0.3 0.4 -0.2
CA 06/21 08:30 CPI, All items (y/y) May 0.7 0.9 0.4
CA 06/21 08:30 Core X8 CPI (m/m) May 0.3 0.2 0.1
CA 06/21 08:30 Core X8 CPI (y/y) May 1.3 1.1 1.1
CA 06/21 08:30 CPI SA, All items (m/m) May 0.1 0.1 -0.4
CA 06/21 08:30 Core CPI SA, All items (m/m) May -0.1 0.0 0.0
CA 06/21 08:30 Retail Sales (m/m) Apr 0.3 0.2 0.0
CA 06/21 08:30 Retail Sales ex. Autos (m/m) Apr 0.2 0.0 -0.2

Country Date Time Indicator Period BNS Consensus Latest
EC 06/17 05:00 Labour Costs (y/y) 1Q -- -- 1.3
EC 06/17 05:00 Trade Balance (€ bn) Apr -- -- 22891.6
RU 06/17 07:59 Real GDP (y/y) 1Q P 1.6 -- 1.6

UK 06/18 04:30 CPI (m/m) May 0.1 0.1 0.2
UK 06/18 04:30 CPI (y/y) May 2.6 2.6 2.4
UK 06/18 04:30 DCLG House Prices (y/y) Apr -- 2.5 2.7
UK 06/18 04:30 RPI (y/y) May -- 3.1 2.9
EC 06/18 05:00 ZEW Survey (Economic Sentiment) Jun -- -- 27.6
GE 06/18 05:00 ZEW Survey (Current Situation) Jun 9.8 9.5 8.9
GE 06/18 05:00 ZEW Survey (Economic Sentiment) Jun 34.0 38.1 36.4
TU 06/18 07:00 Benchmark Repo Rate (%) Jun 18 4.50 4.50 4.50

GE 06/20 02:00 Producer Prices (m/m) May -- -0.1 -0.2
FR 06/20 03:00 Manufacturing PMI Jun P -- 47.0 46.4
FR 06/20 03:00 Services PMI Jun P -- 44.8 44.3
GE 06/20 03:30 Manufacturing PMI Jun A -- 49.9 49.4
GE 06/20 03:30 Services PMI Jun A -- 50.0 49.7
SZ 06/20 03:30 SNB Libor Target Rate (%) Jun 20 0.00 0.00 0.00
EC 06/20 04:00 Composite PMI Jun A 48.0 48.1 47.7
EC 06/20 04:00 Manufacturing PMI Jun A 48.5 48.6 48.3
EC 06/20 04:00 Services PMI Jun A 47.5 47.5 47.2
NO 06/20 04:00 Norwegian Deposit Rates (%) Jun 20 1.50 1.50 1.50
UK 06/20 04:30 Retail Sales ex. Auto Fuel (m/m) May -- 1.0 -1.4
IT 06/20 05:00 Current Account (€ mn) Apr -- -- 1917.0
EC 06/20 10:00 Consumer Confidence Jun A -- -21.5 -21.9

EC 06/21 04:00 Current Account (€ bn) Apr -- -- 25.9
UK 06/21 04:30 PSNB ex. Interventions (£ bn) May -- 12.6 6.3
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Key Indicators for the week of June 17 - 21 

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

Latin America 

Country Date Time Indicator Period BNS Consensus Latest
CO 06/18 17:00 Trade Balance (US$ mn) Apr -- -- 285.7

BZ 06/20 08:00 Unemployment Rate (%) May -- -- 5.8
CO 06/20 12:00 GDP (y/y) 1Q 2.8 2.7 3.1

BZ 06/21 09:30 Current Account (US$ mn) May -- -6110.0 -8318.0
CO 06/21 17:00 Industrial Production (y/y) Apr -- 1.6 -11.5
CO 06/21 17:00 Retail Sales (y/y) Apr -- 3.5 0.9

Country Date Time Indicator Period BNS Consensus Latest
JN 06/16 19:50 Tertiary Industry Index (m/m) Apr -- 0.2 -1.3
SI 06/16 20:30 Exports (y/y) May -- -1.0 -1.0

IN 06/17 01:30 Repo Rate (%) Jun 17 7.00 7.25 7.25
IN 06/17 01:30 Reverse Repo Rate (%) Jun 17 6.00 6.25 6.25
IN 06/17 01:30 Cash Reserve Ratio (%) Jun 17 4.00 4.00 4.00
PH 06/17 07:59 Overseas Remittances (y/y) Apr -- 4.5 3.0
SK 06/17 17:00 PPI (y/y) May -- -- -2.8

JN 06/18 00:30 Capacity Utilization (m/m) Apr F -0.8 -- -0.8
JN 06/18 00:30 Industrial Production (m/m) Apr F 1.7 -- 1.7
JN 06/18 00:30 Industrial Production (y/y) Apr F -2.3 -- -2.3
JN 06/18 02:00 Machine Tool Orders (y/y) May F -7.4 -- -7.4
HK 06/18 04:30 Unemployment Rate (%) May 3.5 -- 3.5
JN 06/18 19:50 Merchandise Trade Balance (¥ bn) May -- -1202.8 -881.9
JN 06/18 19:50 Adjusted Merchandise Trade Balance (¥ bn) May -- -892.8 -764.4
JN 06/18 19:50 Merchandise Trade Exports (y/y) May -- 6.4 3.8
JN 06/18 19:50 Merchandise Trade Imports (y/y) May -- 11.0 9.5

JN 06/19 01:30 Nationwide Department Store Sales (y/y) May -- -- -0.5
MA 06/19 05:00 CPI (y/y) May 1.7 1.7 1.7
PH 06/19 06:59 Balance of Payments (US$ mn) May -- -- 274.0
NZ 06/19 18:45 GDP (q/q) 1Q 0.6 0.5 1.4
NZ 06/19 18:45 GDP (y/y) 1Q 3.0 2.4 3.3
CH 06/19 21:45 HSBC Flash China Manufacturing PMI Jun -- 49.4 49.6

JN 06/20 01:00 Coincident Index CI Apr F 94.8 -- 94.8
JN 06/20 01:00 Leading Index CI Apr F 99.3 -- 99.3
JN 06/20 01:00 Supermarket Sales (y/y) May -- -- -1.9
TA 06/20 04:00 Export Orders (y/y) May -- -1.3 -1.1
HK 06/20 04:30 CPI (y/y) May 4.0 4.0 4.0
NZ 06/20 18:00 ANZ Job Ads (m/m) May -- -- 0.8
NZ 06/20 21:00 ANZ Consumer Confidence Index Jun -- -- 123.7

MA 06/21 05:00 Foreign Reserves (US$ bn) Jun 14 -- -- 141.4
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Global Auctions for the week of June 17 - 21 

Source: Bloomberg, Scotiabank Economics. 
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North America 

Europe 

Country Date Time Event
US 06/17 11:00 U.S. Fed to Purchase USD4.75-5.75 Bln Notes
US 06/17 11:30 U.S. to Sell USD30 Bln 3-Month Bills
US 06/17 11:30 U.S. to Sell USD25 Bln 6-Month Bills

CA 06/18 10:30 Canada to Sell CAD8.0 Bln 98-Day Bills
CA 06/18 10:30 Canada to Sell CAD3.0 Bln 168-Day Bills
CA 06/18 10:30 Canada to Sell CAD3.0 Bln 350-Day Bills
US 06/18 11:00 U.S. Fed to Purchase USD1.25-1.75 Bln Notes
US 06/18 11:30 U.S. to Sell 4-Week Bills
MX 06/18 12:30 1M T-Bill Yield
MX 06/18 12:30 1M T-Bill Bid/Cover Ratio
MX 06/18 12:30 3M T-Bill Yield
MX 06/18 12:30 3M T-Bill Bid/Cover Ratio
MX 06/18 12:30 6M T-Bill Yield
MX 06/18 12:30 6M T-Bill Bid/Cover Ratio
MX 06/18 12:30 10Y I/L Yield
MX 06/18 12:30 5Y Fixed Yield

US 06/20 11:00 U.S. Fed to Purchase USD2.75-3.50 Bln Notes
US 06/20 13:00 U.S. to Sell USD7 Bln 30-Year TIPS Reopening

US 06/21 11:00 U.S. Fed to Purchase USD1.25-1.75 Bln Notes

Country Date Time Event
NE 06/17 04:30 Netherlands to Sell Up to EUR2 Bln 103-Day Bills
NE 06/17 04:30 Netherlands to Sell Up to EUR2 Bln 226-Day Bills
FR 06/17 08:50 France to Sell Bills

SP 06/18 04:30 Spain to Sell 6-Month and 12-Month Bills
MB 06/18 05:00 Malta to Sell Bills
BE 06/18 05:30 Belgium to Sell Bills
SZ 06/18 05:30 Switzerland to Sell 3-Month Bills
FI 06/18 06:00 Finland to Sell 2.625% 2042 Bonds
FI 06/18 06:00 Finland to Sell 1.5% 2023 Bonds

SW 06/19 05:03 Sweden to Sell 3-Month and 6-Month Bills
PO 06/19 05:30 Portugal to Sell 6-Month and 18-Month Bills
GE 06/19 05:30 Germany to Sell EUR5 Bln 1.5% 2023 Bonds

SP 06/20 04:30 Spain to Sell Bonds
FR 06/20 04:50 France to Sell I/L Bonds / Notes
UK 06/20 05:30 U.K. to Sell GBP4.75 Bln 1.25% 2018 Bonds

IC 06/21 06:00 Iceland to Sell Bonds
UK 06/21 06:10 U.K. to Sell Bills



 
 

 
Economics 

4 

Global Views  

June 14, 2013 

 

Latin America 

AUCTIONS 

Global Auctions for the week of June 17 - 21 

Source: Bloomberg, Scotiabank Economics. 

A6 

Asia Pacific 

Country Date Time Event
AU 06/17 21:00 Australia Plans to Sell Inflation Linked Bonds Due 2025
CH 06/17 23:00 Agricul Dev Bank of China to Sell CNY13 Bln 3-Year Bonds
CH 06/17 23:00 Agricul Dev Bank of China to Sell CNY13 Bln 5-Year Bonds
JN 06/17 23:35 Japan to Sell 1-Year Bill
JN 06/17 23:45 Japan to Sell 20-Year Bonds

CH 06/18 23:00 China to Sell 10-Year Bonds

NZ 06/19 22:05 New Zealand Plans to Sell Bonds
JN 06/19 23:35 Japan to Sell 3-Month Bill

Country Date Time Event
CL 06/18 12:00 5Y Fixed Yield (Cen Bank)
CL 06/18 12:00 10Y Fixed Yield (Cen Bank)

CL 06/19 12:00 10Y Fixed Yield (Treasury)
CL 06/19 12:00 7Y I/L Yield (Treasury)
CL 06/19 12:00 10Y I/L Yield (Treasury)

BZ 06/20 10:30 Brazil to Sell Bills due 10/1/2013 - LTN
BZ 06/20 10:30 Brazil to Sell Bills due 07/1/2015 - LTN
BZ 06/20 10:30 Brazil to Sell Bills due 1/1/2017 - LTN
BZ 06/20 10:30 Brazil to Sell Fixed-rate bonds due 1/1/2019 - NTN-F
BZ 06/20 10:30 Brazil to Sell Fixed-rate bonds due 1/1/2023 - NTN-F
CL 06/20 13:00 1M Bill Yield
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Source: Bloomberg, Scotiabank Economics. 

Events for the week of June 17 - 21 

A7 

North America 

Europe 

Country Date Time Event
CA 06/17 07:45 Treasury Board President Clement Speaks at Economic Club
US 06/17 13:00 U.S. OCC Mutual Savings Association Advisory Committee Meeting
CA 06/17 CICS Western Premiers' Conference

US JUN 18-19 Federal Reserve FOMC Meeting
US JUN 18-19 Obama Visits Berlin for Talks With Merkel, Gauck

CA 06/19 12:40 Bank of Canada Governor Poloz Speech in Oakville, Ontario
US 06/19 14:00 FOMC Rate Decision
US 06/19 14:00 Fed Releases Summary of Economic Projections
US 06/19 14:30 Fed's Bernanke Holds Press Conference in Washington

CA 06/20 11:30 Calgary Mayor Nenshi Speaks at Canadian Club
US 06/20 20:00 Former U.S. Secretary of State Clinton Speaks in Toronto

US 06/21 S&P Index Quarterly Review Become Effective

Country Date Time Event
IT 06/15 08:00 EU's Barroso, Italy's Letta Hold Press Conference in Rome

GE 06/16 06:00 Schaeuble Marks 60th Anniversary of 1953 East German Uprising
IT 06/16 18:00 Monte Paschi Deadline to Submit Plan to EU Commission

GE 06/17 05:00 Merkel Speaks on 60th Anniversary of 1953 East German Uprising
EC 06/17 06:00 Bundesbank publishes monthly report
EC 06/17 11:10 ECB's Weidmann speaks in Bremen
EC 06/17 12:30 ECB's Mersch Speaks in Hamburg
EC JUN 17-18 39th G-8 Summit Held in Northern Ireland

EC 06/18 02:00 ECB's Draghi Speaks in Jerusalem
SP 06/18 04:00 Bank of Spain Data on Bad Loans (April)
IT 06/18 05:00 AIBE Presents Report on Foreign Banks in Italy
TU 06/18 07:00 Benchmark Repo Rate
IT 06/18 09:00 ABI releases monthly outlook
SZ 06/18 Swiss Parliament Lower House Vote on Tax-Evasion Dispute
GE JUN 18-19 Obama Visits Berlin for Talks With Merkel, Gauck

SW 06/19 03:15 Swedish NIER presents Swedish economic forecasts
UK 06/19 04:30 Bank of England Releases Monetary Policy Committee Minutes
FI 06/19 08:30 ECB's Liikanen Speaks at the Brussels Economic Forum
IT 06/19 Constitutional Court May Rule on Berlusconi's Mediaset Trial

SZ 06/20 00:30 SNB Releases Financial Stability Report
SZ 06/20 03:30 SNB 3-Month Libor Target Rate
NO 06/20 04:00 Norwegian Deposit Rates
IT 06/20 05:00 Italian PM Letta Speaks at Foreign Press Club
GE 06/20 05:00 Merkel Gives Speech at World Bank Conference in Berlin
EC 06/20 09:00 Euro-Area Finance Ministers Meet in Luxembourg
RU JUN 20-22 St. Petersburg International Economic Forum

EC 06/21 03:00 EU-27 Finance Ministers Meet in Luxembourg
EC 06/21 06:00 ECB Announces 3-Year LTRO Repayment
SP 06/21 06:30 Bank of Spain Deputy Governor Fernando Restoy Speaks at Event
PO 06/21 08:00 Bank of Portugal Releases Monthly Economic Indicators Report
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Source: Bloomberg, Scotiabank Economics. 

Events for the week of June 17 - 21 

A8 

Asia Pacific 

Latin America 

Country Date Time Event
HK JUN 13-18 Composite Interest Rate

IN 06/17 01:30 Cash Reserve Ratio
IN 06/17 01:30 Reverse Repo Rate
AU 06/17 20:00 Bureau of Agriculture Releases June Quarter Commodities Report
AU 06/17 21:30 RBA Policy Meeting - June Minutes

AU 06/19 21:30 RBA Foreign Exchange Transactn

JN 06/21 02:35 BOJ Governor Kuroda Speaks at NASB
PK 06/21 Benchmark Interest Rate

Country Date Time Event
BZ JUN 17-18 Brazil Central Bank Governor Tombini Speaks to OMFIF
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Global Central Bank Watch 

CENTRAL BANKS 

A9 

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

NORTH AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Canada – Overnight Target Rate 1.00 July 17, 2013 1.00 --

Federal Reserve – Federal Funds Target Rate 0.25 June 19, 2013 0.25 0.25

Banco de México – Overnight Rate 4.00 July 12, 2013 4.00 --

EUROPE
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank – Refinancing Rate 0.50 July 4, 2013 0.50 --

Bank of England – Bank Rate 0.50 July 4, 2013 0.50 0.50

Swiss National Bank – Libor Target Rate 0.00 June 20, 2013 0.00 0.00

Central Bank of Russia – Refinancing Rate 8.25 July 12, 2013 8.25 --

Hungarian National Bank – Base Rate 4.50 June 25, 2013 4.25 4.25

Central Bank of the Republic of Turkey – 1 Wk Repo Rate 4.50 June 18, 2013 4.50 4.50

Sweden Riksbank – Repo Rate 1.00 July 3, 2013 1.00 --

Norges Bank – Deposit Rate 1.50 June 20, 2013 1.50 1.50

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Japan – Target Rate 0.10 July 11, 2013 0.10 --

Reserve Bank of Australia – Cash Target Rate 2.75 July 2, 2013 2.75 2.75

Reserve Bank of New Zealand – Cash Rate 2.50 July 24, 2013 2.50 --

People's Bank of China – Lending Rate 6.00 TBA -- --

Reserve Bank of India – Repo Rate 7.25 June 17, 2013 7.00 7.25

Bank of Korea – Bank Rate 2.50 July 10, 2013 2.50 --

Bank of Thailand – Repo Rate 2.50 July 10, 2013 2.50 --

Bank Indonesia – Reference Interest Rate 6.00 July 11, 2013 6.00 --

LATIN AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil – Selic Rate 8.00 July 10, 2013 8.50 --

Banco Central de Chile – Overnight Rate 5.00 July 11, 2013 5.00 --

Banco de la República de Colombia – Lending Rate 3.25 June 28, 2013 3.25 3.25

Banco Central de Reserva del Perú – Reference Rate 4.25 July 11, 2013 4.25 4.25

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank – Repo Rate 5.00 July 18, 2013 5.00 --

BoC: Governor Poloz will deliver a policy speech on June 19th. We’re expecting him to continue to emphasize Canada’s soft CPI numbers and the need 
to nurture manufacturing growth as he did in his first statement to Parliament. As we wrote in our column “BoC’s Poloz Adopts a Somewhat More Dovish 
Stance”, we don’t think that May’s strong jobs figures will change this dovish message. Fed: This week’s FOMC meeting will provide some short-term 
resolution to the ‘to taper or not to taper’ debate. We expect the FOMC to maintain its current pace of asset purchases and to possibly offer a clearer (and 
more dovish) articulation of its exit ‘order of operations’, one that does not involve asset sales and implies accommodative interest rates for quite a long 
time.

No changes are anticipated when the Swiss National Bank (SNB) meets next week. The SNB's minimum exchange rate policy (set at 1.20 francs per 
euro) will remain in place for the foreseeable future. The tool has helped to cushion the economy against external weakness - GDP growth was relatively 
robust at 0.6% q/q in the first quarter, following an upwardly-revised 0.3% in the prior three months. However, prices continue to fall, with a 0.5% y/y drop 
in the CPI  in May marking the 19th straight month of deflation. The franc has strengthened somewhat since May as Switzerland remains a top destination 
for safe haven flows, necessitating continued foreign exchange purchases by the central bank. Norwegian inflation in May reached its highest level (2.0% 
y/y) since January 2011. Nevertheless, the rate remains below the official 2.5% target, and the central bank has maintained its willingness to cut rates if 
economic signals suggest that the economy is suffering from poor external conditions (particularly in the euro zone). Monetary authorities continue to voice 
concern about mounting financial vulnerabilities – particularly in the housing market – while credit growth is still solid (over 6% annually). We therefore do 
not anticipate any changes to the policy stance at this time. For an outlook on Turkish monetary policy see page A2.

Indian monetary authorities may continue to provide monetary stimulus, although at a cautious pace, in order to stimulate the sluggish economy; we 
expect policymakers to lower the benchmark repo rate by 25 basis points (bps) to 7.0% following the next policy meeting on June 17th, taking the 
cumulative reduction to 100 bps since the beginning of the easing cycle in January. While a recent steep depreciation of the Indian rupee may cause 
concerns to monetary authorities, we assess that the substantial easing of wholesale price inflation to 4.7% y/y in May from 7.3% y/y at the beginning of 
the year will allow for a further modest reduction in the benchmark interest rate.
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Forecasts as at May 30, 2013* 2000-11 2012 2013f 2014f 2000-11 2012 2013f 2014f

Output and Inflation (annual % change) Real GDP Consumer Prices2

  World1
3.7 3.1 3.1 3.7

   Canada 2.2 1.7 1.7 2.3 2.1 1.5 1.1 1.8
   United States 1.8 2.2 2.1 2.7 2.5 2.1 1.6 2.0
   Mexico 2.2 3.9 3.0 4.2 4.8 3.6 4.2 4.1

   United Kingdom 1.9 0.3 0.6 1.1 2.3 2.7 2.5 2.4
   Euro zone 1.4 -0.5 -0.7 0.7 2.1 2.2 1.4 1.6

   Japan 0.8 2.0 1.4 1.5 -0.3 -0.1 0.7 1.2
   Australia 3.0 3.6 2.6 3.0 3.1 2.2 2.5 3.0
   China 9.4 7.8 7.9 8.0 2.4 2.5 3.3 3.9
   India 7.4 5.0 5.4 5.9 6.6 7.3 5.6 6.5
   Korea 4.5 2.0 2.5 3.5 3.2 1.4 2.2 2.9
   Thailand 4.0 6.5 4.5 4.2 2.6 3.6 2.5 3.2

   Brazil 3.6 0.9 3.0 3.5 6.6 5.8 5.8 6.0
   Chile 4.4 5.6 4.9 5.0 3.4 1.5 2.6 3.3
   Peru 5.6 6.3 5.9 6.1 2.6 2.6 2.9 3.0

Central Bank Rates (%, end of period) 12Q4 13Q1 13Q2f 13Q3f 13Q4f 14Q1f 14Q2f 14Q3f

Bank of Canada 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Federal Reserve 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
European Central Bank 0.75 0.75 0.50 0.50 0.50 0.50 0.50 0.50
Bank of England 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Swiss National Bank 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Bank of Japan 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
Reserve Bank of Australia 3.00 3.00 2.75 2.75 2.75 3.00 3.00 3.25

Exchange Rates (end of period)

Canadian Dollar (USDCAD) 0.99 1.02 1.05 1.03 1.02 1.02 1.01 1.00
Canadian Dollar (CADUSD) 1.01 0.98 0.95 0.97 0.98 0.98 0.99 1.00
Euro (EURUSD) 1.32 1.28 1.27 1.26 1.25 1.25 1.24 1.24
Sterling (GBPUSD) 1.63 1.52 1.49 1.47 1.45 1.45 1.45 1.44
Yen (USDJPY) 87 94 102 104 105 106 107 109
Australian Dollar (AUDUSD) 1.04 1.04 0.96 0.98 1.02 1.04 1.06 1.08
Chinese Yuan (USDCNY) 6.2 6.2 6.1 6.1 6.1 6.1 6.1 6.1
Mexican Peso (USDMXN) 12.9 12.3 12.1 12.1 12.2 12.3 12.2 12.2
Brazilian Real (USDBRL) 2.05 2.02 2.01 2.01 2.00 2.01 2.02 2.04

Commodities (annual average) 2000-11 2012 2013f 2014f

WTI Oil (US$/bbl) 57 94 94 96
Brent Oil (US$/bbl) 58 112 108 110
Nymex Natural Gas (US$/mmbtu) 5.67 2.83 4.00 4.50

Copper (US$/lb) 2.10 3.61 3.40 3.20
Zinc (US$/lb) 0.77 0.88 0.92 1.10
Nickel (US$/lb) 7.62 7.95 7.25 8.15
Gold, London PM Fix (US$/oz) 668 1,670 1,450 1,350

Pulp (US$/tonne) 718 872 907 870
Newsprint (US$/tonne) 581 640 620 660
Lumber (US$/mfbm) 272 299 375 400

1 World GDP for 2000-11 are 
IMF PPP estimates; 2012-14f 
are Scotiabank Economics' 
estimates based on a 2011 
PPP-weighted sample of 38 
countries.                               
2 CPI for Canada and the 
United States are annual 
averages. For other countries, 
CPI are year-end rates.

 * See Scotiabank Economics 'Global Forecast Update' (http://www.gbm.scotiabank.com/English/bns_econ/forecast.pdf) 
for additional forecasts & commentary.
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   North America 

Canada 2012 12Q3 12Q4 Latest United States 2012 12Q3 12Q4 Latest
  Real GDP (annual rates) 1.7 0.8 0.9 2.5 (Q1)   Real GDP (annual rates) 2.2 3.1 0.4 2.5 (Q1-S)
  Current Acc. Bal. (C$B, ar) -62.2 -68.8 -58.5   Current Acc. Bal. (US$B, ar) -475 -427 -409
  Merch. Trade Bal. (C$B, ar) -12.0 -20.6 -8.6 -6.8 (Apr)   Merch. Trade Bal. (US$B, ar) -741 -716 -730 -703 (Apr)
  Industrial Production 0.9 -0.2 -0.6 2.1 (Mar)   Industrial Production 3.6 3.4 2.8 1.5 (May)
  Housing Starts (000s) 215 222 202 200 (May)   Housing Starts (millions) 0.78 0.78 0.90 0.85 (Apr)
  Employment 1.2 1.0 1.6 1.4 (May)   Employment 1.7 1.7 1.6 1.6 (May)
  Unemployment Rate (%) 7.3 7.3 7.2 7.1 (May)   Unemployment Rate (%) 8.1 8.0 7.8 7.6 (May)
  Retail Sales 2.5 2.5 1.0 1.1 (Mar)   Retail Sales 5.1 4.9 4.5 4.3 (May)
  Auto Sales (000s) 1674 1660 1666 1665 (Mar)   Auto Sales (millions) 14.4 14.5 15.0 15.2 (May)
  CPI 1.5 1.2 0.9 0.4 (Apr)   CPI 2.1 1.7 1.9 1.1 (Apr)
  IPPI 0.6 0.0 -0.1 0.0 (Apr)   PPI 1.9 1.5 1.7 1.7 (May)
  Pre-tax Corp. Profits -4.9 -8.5 -12.9   Pre-tax Corp. Profits 16.6 19.3 14.7

Mexico
  Real GDP 3.9 3.2 3.2
  Current Acc. Bal. (US$B, ar) -11.4 -4.6 -28.1
  Merch. Trade Bal. (US$B, ar) 0.0 -4.7 -7.7 -14.7 (Apr)
  Industrial Production 3.6 3.6 1.8 3.3 (Apr)
  CPI 4.1 4.6 4.1 4.6 (May)

Euro Zone 2012 12Q3 12Q4 Latest Germany 2012 12Q3 12Q4 Latest
  Real GDP -0.6 -0.7 -1.0   Real GDP 0.9 0.9 0.3
  Current Acc. Bal. (US$B, ar) 149 204 309 385 (Mar)   Current Acc. Bal. (US$B, ar) 238.6 225.0 278.0 274.3 (Apr)
  Merch. Trade Bal. (US$B, ar) 129.3 151.6 196.6 372.2 (Mar)   Merch. Trade Bal. (US$B, ar) 243.2 253.3 243.3 276.8 (Apr)
  Industrial Production -2.4 -2.4 -3.1 -0.6 (Apr)   Industrial Production -0.4 -0.7 -2.4 1.0 (Apr)
  Unemployment Rate (%) 11.3 11.5 11.8 12.1 (Apr)   Unemployment Rate (%) 6.8 6.8 6.9 6.9 (May)
  CPI 2.5 2.5 2.3 3.9 (May)   CPI 2.0 2.0 2.0 3.4 (May)

France United Kingdom
  Real GDP 0.0 0.0 -0.3   Real GDP 0.3 0.4 0.2
  Current Acc. Bal. (US$B, ar) -60.2 -41.4 -58.0 -64.5 (Apr)   Current Acc. Bal. (US$B, ar) -91.4 -111.9 -76.0
  Merch. Trade Bal. (US$B, ar) -52.1 -49.7 -47.7 -41.6 (Apr)   Merch. Trade Bal. (US$B, ar) -168.6 -164.5 -174.3 -151.0 (Apr)
  Industrial Production -2.3 -1.6 -3.4 -0.5 (Apr)   Industrial Production -2.4 -1.7 -2.6 -0.6 (Apr)
  Unemployment Rate (%) 10.2 10.3 10.5 11.0 (Apr)   Unemployment Rate (%) 8.0 7.8 7.8 7.8 (Mar)
  CPI 2.0 2.0 1.5 2.7 (May)   CPI 2.8 2.4 2.7 2.4 (Apr)

Italy Russia
  Real GDP -2.4 -2.6 -2.8   Real GDP 3.4 3.0 2.1
  Current Acc. Bal. (US$B, ar) -11.3 3.2 25.2 29.8 (Mar)   Current Acc. Bal. (US$B, ar) 74.8 6.3 12.8
  Merch. Trade Bal. (US$B, ar) 13.8 23.0 35.7 50.4 (Mar)   Merch. Trade Bal. (US$B, ar) 16.1 12.8 15.5 14.2 (Apr)
  Industrial Production -6.3 -6.0 -6.6 -4.3 (Apr)   Industrial Production -5.3 2.5 1.7 2.3 (Apr)
  CPI 3.1 3.2 2.5 4.3 (May)   CPI 5.1 6.0 6.5 7.4 (May)

Europe 

All data expressed as year-over-year % change unless otherwise noted. 
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Source: Bloomberg, Global Insight, Scotiabank Economics. 

A12 

   Asia Pacific 

Australia 2012 12Q3 12Q4 Latest Japan 2012 12Q3 12Q4 Latest
  Real GDP 3.6 3.3 3.2   Real GDP 1.9 0.3 0.4
  Current Acc. Bal. (US$B, ar) -56.4 -67.8 -67.6   Current Acc. Bal. (US$B, ar) 60.4 82.4 1.4 92.1 (Apr)
  Merch. Trade Bal. (US$B, ar) 6.1 1.7 -6.4 26.9 (Apr)   Merch. Trade Bal. (US$B, ar) -85.7 -96.7 -105.9 -93.9 (Apr)
  Industrial Production 3.8 4.3 3.7   Industrial Production -1.0 -4.6 -6.7 -3.7 (Apr)
  Unemployment Rate (%) 5.2 5.3 5.4 5.5 (May)   Unemployment Rate (%) 4.4 4.3 4.2 4.1 (Apr)
  CPI 1.8 2.0 2.2   CPI 0.0 -0.4 -0.2 -0.7 (Apr)

South Korea China
  Real GDP 2.0 1.6 1.5   Real GDP 10.4 7.4 7.9
  Current Acc. Bal. (US$B, ar) 43.1 58.2 59.3 47.7 (Apr)   Current Acc. Bal. (US$B, ar) 290.0
  Merch. Trade Bal. (US$B, ar) 28.3 29.9 39.8 72.3 (May)   Merch. Trade Bal. (US$B, ar) 230.7 316.5 332.0 245.1 (May)
  Industrial Production 1.2 -1.6 1.9 -1.1 (Apr)   Industrial Production 10.3 9.2 10.3 9.2 (May)
  CPI 2.2 1.6 1.7 3.4 (May)   CPI 2.5 1.9 2.5 2.1 (May)

Thailand India
  Real GDP 6.5 3.1 19.1   Real GDP 5.1 5.2 4.7
  Current Acc. Bal. (US$B, ar) 2.7 2.7 0.9   Current Acc. Bal. (US$B, ar) -93.3 -22.6 -32.6
  Merch. Trade Bal. (US$B, ar) 0.7 1.7 0.3 -1.6 (Apr)   Merch. Trade Bal. (US$B, ar) -16.3 -16.7 -19.4 -17.8 (Apr)
  Industrial Production 2.3 -10.0 42.8 -4.8 (Apr)   Industrial Production 0.7 0.4 2.1 2.3 (Apr)
  CPI 3.0 2.9 3.2 2.3 (May)   WPI 7.5 7.9 7.3 4.7 (May)

Indonesia
  Real GDP 6.2 6.2 6.1
  Current Acc. Bal. (US$B, ar) -24.1 -5.3 -7.6
  Merch. Trade Bal. (US$B, ar) -0.1 0.2 -0.9 -1.6 (Apr)
  Industrial Production 4.1 -0.4 11.0 10.4 (Mar)
  CPI 4.3 4.5 4.4 5.5 (May)

Brazil 2012 12Q3 12Q4 Latest Chile 2012 12Q3 12Q4 Latest
  Real GDP 0.8 0.8 1.1   Real GDP 5.6 5.8 5.7
  Current Acc. Bal. (US$B, ar) -54.2 -35.6 -80.4   Current Acc. Bal. (US$B, ar) 0.5 -19.6 -11.5
  Merch. Trade Bal. (US$B, ar) 19.5 34.6 14.9 9.1 (May)   Merch. Trade Bal. (US$B, ar) 12.4 -7.3 3.8 7.7 (May)
  Industrial Production -2.7 -2.2 -0.5 3.5 (Apr)   Industrial Production 2.9 3.5 1.4 1.5 (Apr)
  CPI 5.4 5.2 5.6 11.7 (May)   CPI 3.0 2.6 2.2 0.9 (May)

Peru Colombia
  Real GDP 9.2 6.8 5.9   Real GDP 4.0 2.7 3.1
  Current Acc. Bal. (US$B, ar) -7.1 -2.6 -1.9   Current Acc. Bal. (US$B, ar) -11.4 -3.5 -3.6
  Merch. Trade Bal. (US$B, ar) 0.5 0.4 0.5 -0.4 (Apr)   Merch. Trade Bal. (US$B, ar) 0.4 0.1 0.4 0.3 (Mar)
  Unemployment Rate (%) 7.0 6.5 5.9 5.6 (Apr)   Industrial Production 0.0 -0.3 -1.9 -11.5 (Mar)
  CPI 3.7 3.5 2.8 2.5 (May)   CPI 3.2 3.1 2.8 2.0 (May)

Latin America 

All data expressed as year-over-year % change unless otherwise noted. 
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Source: Bloomberg, Scotiabank Economics. 

A13 

Interest Rates (%, end of period)

Canada 12Q4 13Q1 Jun/07 Jun/14* United States 12Q4 13Q1 Jun/07 Jun/14*
BoC Overnight Rate 1.00 1.00 1.00 1.00   Fed Funds Target Rate 0.25 0.25 0.25 0.25
  3-mo. T-bill 0.93 0.98 1.02 1.03   3-mo. T-bill 0.04 0.07 0.04 0.04
  10-yr Gov’t Bond 1.80 1.87 2.15 2.10   10-yr Gov’t Bond 1.76 1.85 2.17 2.10
  30-yr Gov’t Bond 2.37 2.50 2.72 2.67   30-yr Gov’t Bond 2.95 3.10 3.33 3.27
  Prime 3.00 3.00 3.00 3.00   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 68.4 70.0 71.5 (Apr)   FX Reserves (US$B) 139.1 135.2 135.8 (Apr)

Germany France
  3-mo. Interbank 0.10 0.11 0.10 0.13   3-mo. T-bill -0.01 0.01 0.03 0.04
  10-yr Gov’t Bond 1.32 1.29 1.55 1.51   10-yr Gov’t Bond 2.00 2.03 2.13 2.09
  FX Reserves (US$B) 67.4 66.6 66.8 (Apr)   FX Reserves (US$B) 54.2 52.6 52.3 (Apr)

Euro Zone United Kingdom
  Refinancing Rate 0.75 0.75 0.50 0.50   Repo Rate 0.50 0.50 0.50 0.50
  Overnight Rate 0.13 0.11 0.08 0.07   3-mo. T-bill 0.36 0.39 0.39 0.38
  FX Reserves (US$B) 332.5 326.7 327.1 (Apr)   10-yr Gov’t Bond 1.83 1.77 2.07 2.06

 FX Reserves (US$B) 88.6 88.4 89.5 (Apr)

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 3.00 3.00 2.75 2.75
  3-mo. Libor 0.11 0.10 0.09 0.09   10-yr Gov’t Bond 3.27 3.41 3.26 3.36
  10-yr Gov’t Bond 0.79 0.55 0.86 0.82   FX Reserves (US$B) 44.9 40.9 (Feb)
  FX Reserves (US$B) 1227.2 1215.0 1221.8 (Apr)

Exchange Rates (end of period)

USDCAD 0.99 1.02 1.02 1.02   ¥/US$ 86.75 94.22 97.56 94.25
CADUSD 1.01 0.98 0.98 0.98   US¢/Australian$ 1.04 1.04 0.95 0.96
GBPUSD 1.626 1.520 1.556 1.570   Chinese Yuan/US$ 6.23 6.21 6.13 6.13
EURUSD 1.319 1.282 1.322 1.335   South Korean Won/US$ 1064 1111 1117 1126
JPYEUR 0.87 0.83 0.78 0.79   Mexican Peso/US$ 12.853 12.331 12.765 12.707
USDCHF 0.92 0.95 0.94 0.92   Brazilian Real/US$ 2.052 2.022 2.132 2.141

Equity Markets (index, end of period) 

  United States (DJIA) 13104 14579 15248 15096   U.K. (FT100) 5898 6412 6412 6311
  United States (S&P500) 1426 1569 1643 1631   Germany (Dax) 7612 7795 8255 8131
  Canada (S&P/TSX) 12434 12750 12373 12241   France (CAC40) 3641 3731 3873 3806
  Mexico (IPC) 43706 44077 40233 39373   Japan (Nikkei) 10395 12398 12878 12687
  Brazil (Bovespa) 60952 56352 51619 49765   Hong Kong (Hang Seng) 22657 22300 21575 20969
  Italy (BCI) 873 851 906 878   South Korea (Composite) 1997 2005 1924 1889

Commodity Prices (end of period)

  Pulp (US$/tonne) 870 900 930 930   Copper (US$/lb) 3.59 3.44 3.30 3.20
  Newsprint (US$/tonne) 640 610 605 605   Zinc (US$/lb) 0.92 0.85 0.86 0.82
  Lumber (US$/mfbm) 388 408 307 303   Gold (US$/oz) 1657.50 1598.25 1386.00 1391.25
  WTI Oil (US$/bbl) 91.82 97.23 96.03 97.64   Silver (US$/oz) 29.95 28.64 22.60 21.69
  Natural Gas (US$/mmbtu) 3.35 4.02 3.83 3.76   CRB (index) 295.01 296.39 287.67 285.88
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