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Next Week To Shed Further Light On Four Key Questions 

 Please see our full indicator, central bank, auction and event calendars on pp. A3-A9. 
 
Four key issues affecting the global economy will all have marginally greater light shed upon them over the 
course of the next week.  First, whether or not Greece will commit a messy or controlled default may 
encounter an expedited timeline pending the result of the confidence vote on Friday evening just after we go 
to press.  With the exception of one notable slip in the referendum flap, I would think that the current PM 
should be viewed as more market friendly than the opposition such that a failed confidence vote raises the 
spectre of stalled fiscal austerity and a disorderly default with sharply negative market ramifications.  Thus, 
the start of the week’s trading through the Asian open will be heavily influenced by the outcome of this vote 
and possible speculation in its aftermath. 
 
Second is whether China is slowing, yet faced 
with persistently high inflation and evidence 
of an investment bubble that would constrain 
the ability of policy to respond through easing 
measures.  There is no question that the pace 
of Chinese investment compared to the size of 
the economy is blowing away many other 
countries over the course of relatively modern 
history as the accompanying chart depicts, but 
the investment capital needs of the Chinese 
economy are also enormous.  One might be 
less concerned about the speed of investment 
in a system in which the cost of capital plays 
less of a short-term rationing role and in 
which the companies lack transparency and 
are backed by sound balance of payments 
dynamics.  That said, the country’s current 
account surpluses have been chopped in half as a share of GDP 
over the past five years while nonetheless leaving behind massive 
FX reserves of US$3.2 trillion as an important backstop to the 
country’s finances.  China releases CPI on Tuesday evening and 
consensus is expecting a sharp deceleration in inflationary 
pressures to 5.4% y/y from 6.1% the prior month and a peak of 
6.5% in July.  A further deceleration in inflationary pressures 
would be supportive of cutting interest rates and  the banks’ 
reserve ratio requirement.  While China has committed to greater 
FX policy liberalization, its waning current account surpluses 
following a one-fifth appreciation in its real effective exchange 
rate since 2007 are likely to make it reticent to buckle under US 
political pressure to revalue — and rightly so.  On the growth side 
of the picture, China releases figures for trade, fixed asset 
investment, new yuan loans, retail sales, and industrial production 
next week. 
 
The third key issue is whether Germany's economy can press 
forward with the same vigour in 2012 that characterized 2010-11.  On this, we’re skeptical as Scotia 
Economics is forecasting 1.0% growth for the German economy in 2012.  That, in turn, may well further test 
German resolve toward being the banker to the peripheral economies, especially going into Chancellor 
Merkel’s re-election bid in 2013.  German industrial production has now fully recouped earlier recession 
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… continued from previous page 

losses such that the weak base effect that motivated strong growth over the past two years is being shaken out 
of the system.  Further, slowing global growth and euro appreciation from the lows of 2010 may also 
motivate a lower growth profile.  Thus, September prints for German industrial production and exports will 
be closely watched when they land on Monday and Tuesday respectively. 
 
Fourth, to what extent are the rest of the world’s shipping lanes remaining resilient to concerns about slowing 
growth?  In addition to Germany and China, trade figures to be released next week for the US, Japan, France, 
UK, Canada, Australia and the Philippines will help us determine trade momentum ending Q3 and entering 
Q4.  Thus, global trade will be a key focal point for the week.  One high frequency gauge of global trading 
activity is the Baltic dry goods index which had been rising sharply from mid-August through to mid-October 
but has suddenly undergone a sharp reversal over just the past two weeks.  In the past, this would be taken as 
a sign of waning global trade momentum into Q4 that may not as yet show up in lagging global trade figures 
— but a surplus of ships owing to Chinese over-building has distorted this measure of shipping costs through 
supply-side factors such that relying upon the Baltic index as a demand-side gauge should be done with great 
care. 
 
If that’s not enough to whet your appetite on the economy then next week holds plenty of other market risks.  
The BoE is expected to hold its asset purchase program and rate unchanged, and central banks in South 
Korea, Malaysia, Indonesia and Peru are also expected to stay on hold.  Even though they are the lagged 
September prints, European industrial production will be watched for weakening signs in light of 
deteriorating PMI gauges that many now believe point to euro zone recession risk over the next 6-9 months.  
Q3 Spanish GDP that is expected to be flat, a semi-annual EU forecast update, and Monday’s euro-area 
finance ministers’ meeting also have the capacity to influence markets — as does a speech by German 
Finance Minister Wolfgang Schaeuble on the future of Europe to kick things off on Monday. 
 
Asian markets will be comparatively quiet.  In addition to central banks will be Indonesian GDP Q3, 
Australian jobs for October following September’s drop, and Hong Kong Q3 GDP that consensus is 
expecting will push into negative territory for the second consecutive quarter — thus meeting one albeit 
imperfect definition of a recession. 
 
Very little about Canadian markets will set an independent tone from global markets next week.  While 
important to economists, neither of the week’s two key releases are likely to be barn burners to the local 
market.  October's housing starts (Tuesday) could slip in coming months on the heels of permit weakness, 
and Thursday's trade figures (September) will become a cleaner print following the distortions introduced by 
Q2’s decline transitioning toward the lift effect to start Q3.  Finance Minister James Flaherty and BoC 
Governor Mark Carney will deliver speeches on Saturday and Tuesday respectively and the risk is a further 
reinforcement of a more dovish tone than was evident in Ottawa until fairly recently.  Saskatchewan has its 
provincial election on Monday and Canada 2s get auctioned on Wednesday — perhaps perfectly timed 
following the post-jobs rally on legitimate concerns that Canada has lost momentum in trend growth across 
jobs, hours worked, and wages which translate into softer income supports for consumption growth 
particularly when the country sits at structural peaks across many measures of household sector activity. 
 
US markets will also carry little influence over the global tone next week.  Fed talk could be the most 
influential item on the agenda as speeches are delivered by  Rosengren (Monday), Kocherlakota (Tuesday), 
Plosser (Tuesday), Bernanke (Wednesday), Evans (Thursday) and both Yellen and Williams on Friday.  At 
risk here is further colour on the debate that must have occurred at the November 1-2 FOMC meeting with 
respect to the need for additional stimulus, with Chicago Fed President Charles Evans voting in favour of 
additional easing.  September's trade account (Thursday) and November's preliminary UofM consumer 
sentiment survey (Friday) populate a light release schedule.  The US Treasury also auctions 3s, 10s, and 30s. 
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GLOBAL FORECAST UPDATE 

 

The global economy is set to slow further in 2012, with output growth 
dragged down by an even weaker performance anticipated in the euro 
zone. We now expect that global growth will post a much slower 3.2% 
advance in 2012, more than half a percentage point lower than our 
previous forecast, following an estimated 3.8% gain this year. 
Weakness in the advanced economies continues to be counterbalanced 
by comparatively stronger and more sustainable growth trends in Asia-
Pacific and Latin America.  
 
The intensifying structural adjustments being implemented by many of 
the highly-indebted European countries will increase the drag on 
activity both in the region and around the world through reduced trade. 
At the same time, the persistent fiscal woes and policy uncertainties in 
Europe and the United States are contributing to recurring volatility in 
financial markets, with negative implications for confidence and the 
pace of activity. These restraints on growth will effectively work 
against the improvement in manufacturing that is benefiting from the revival in Japanese production of auto 
parts and technology equipment, and the lift to consumer and business purchasing power from lower gasoline 
prices.  
 
The downgrading of euro zone prospects reflects a number of fundamental factors. First, the broad 
agreements to redress the intensifying sovereign debt crisis will require governments to enact additional 
expenditure restraint and revenue enhancement measures designed to cap and eventually reverse fiscal and 
debt imbalances, with the extent of the retrenchment dependent upon the respective countries’ current 
budgetary situation. Second, lending by the region’s financial institutions will be constrained by the need to 
bolster capital and meet more stringent regulatory requirements. And third, household caution will 
increasingly be reinforced by the further rise in joblessness, increased public sector retrenchment and 
increased efforts to pare down personal debt. Combined, these adjustments are expected to reduce euro zone 
growth to an average of only 0.3% in 2012, a decline of 0.8 percentage points from our previous below-
consensus forecast, after a paltry gain of 1.5% this year.  
 
Increased fiscal austerity will deepen the recessions in the most financially troubled nations of southern 
Europe, most notably Greece and Portugal. The severity of the compression in other highly indebted 
countries, Ireland for example, will be comparatively less because significant adjustments have already been 
undertaken to put their domestic economic and financial conditions on a more solid footing. With the 
financial contagion spreading to the larger countries of Italy and Spain, increasing government cutbacks 
alongside further banking sector consolidation will aggravate the spreading weakness and virtually eliminate 
growth next year. Even the larger northern nations will face increasing economic headwinds, with private 
domestic restraint compounded by fiscal consolidation, and trade impacted by the slower pace of regional and 
international activity.  
 
This forecast takes into account the late-October agreement to address the significant euro zone problems, a 
plan that not only restructures Greece’s sovereign debt, but also enlarges the European Financial Stability 
Facility and, importantly, assists in the recapitalizing of the beleaguered financial sector. But any delay in 
implementing the initiatives could substantially increase the downside risks to the outlook. With inflation set 
to unwind, the European Central Bank is expected to cut interest rates again following yesterday’s reduction 
as increasing fiscal retrenchment adds to the downward pressure on growth. Gradual progress towards 
stabilizing the euro zone’s chronic debt problems should provide some support for the euro currency, 
particularly if it occurs against the backdrop of renewed concern over the lack of progress in resolving the 
United States’ pressing budgetary issues. (For a perspective on foreign exchange trends, please refer to our 
November 2011 Foreign Exchange Outlook at http://www.scotiacapital.com/English/bns_econ/fxout.pdf.)  
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ASIA 

 

 A shift in currency policy is in the cards as the Chinese economy responds to 
deteriorating economic conditions in the euro zone. 

 
The Chinese economy will not be immune to slow growth dynamics in the developed world. Given the 
slowdown, we now foresee a shift towards looser monetary conditions, which will translate into a lower rate 
of appreciation of the Chinese yuan (CNY) from this point onwards, combined with less strict credit guidance 
that will materialize at some point in the coming months. The policy change will likely become viable once 
inflation displays a more definitive downtrend, which we expect to see with the October data to be published 
in the coming week. We now expect the CNY to close the year at 6.32 per US dollar, and at 6.07 in 2012. 
 
In the midst of recent events, statistical evidence points to a fall in the rate of expansion of Chinese exports to 
the epicenter of the current crisis, the euro zone. However, exports to the U.S. have yet to slow significantly. 
Indeed, the value of shipments to the euro zone has gone from a 9% annual expansion in 2010, to 5% so far 
this year (please see table). Foreign sales to the U.S., however, have steadily expanded at a 6% average 
quarterly rate over the past 21 months. This argument is further supported by the fact that year-to-date the 
Chinese currency has strengthened against the US dollar and weakened on average against the euro.  
 
Looking ahead, we anticipate continued moderation in Chinese exports to the euro zone in the coming 
quarters. However, shipments to the U.S. will likely improve as leading indicators that link industrial activity 
in that country with Asia (and China in particular) have recently taken a turn for the better. Indeed, the ratio 
of new orders to inventories from the U.S. ISM manufacturing index has broken favourably from the 
downtrend registered through the early part of the year (please see first chart).  
 

 
 
Short-Term CNY Developments at Odds With Stronger Daily Fixing  
 
The proximity of the G-20 is certainly a prime factor for the shift in the fix, but this does not tell the entire 
story insofar as what the true intentions of policymakers may actually be. Indeed, Chinese policymakers 
usually make conciliatory gestures towards critics of its currency policy ahead of important international 
meetings, such as this week’s G-20 meeting. In this way, the daily CNY fix has been successively guided to 
new lows over the past couple of sessions. In fact, when looking at the average daily fixing thrust on a two-
week trend basis, we have seen the most significant downside fixing initiative since August, and indeed since 
the beginning of 2011.  

  

China’s Slowdown To Be Accompanied By Lower Pace Of Currency Appreciation 
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It has been the stated intention of policymakers to move towards greater currency flexibility as far as the 
daily fluctuation in CNY is concerned. Currently, the CNY exchange rate is allowed to fluctuate within a  
+/-0.5% band around the central parity fixing rate, though typically deviations to the outer edges of the 
trading band tend to be rather rare. At face value, the CNY fix can be interpreted as the key element of 
policymaker intention regarding the pace of appreciation. However, focus on the fix alone downgrades the 
policy-relevant information implicit in the daily price developments post-fix.  
 
Interestingly, the upper end of the daily trading band has essentially been achieved on five out of the past six 
sessions, and nine times since the end of September. Such daily price volatility has been unheard of since the 
resumption in CNY appreciation against the USD in the summer of 2010. We interpret this as a signal that 
supersedes information inherent in daily fixing. In our view, the unwillingness to allow CNY to trade lower 
post-fixing (or the unwillingness to absorb upside pressures) indicates that the CNY-favourable fixing itself is 
something of a “smoke-screen” as far as policy signaling is concerned.   
 
There is a signal of greater currency flexibility implicit in the daily price action of CNY. Greater flexibility 
would certainly have implications for the pace of appreciation, and the currency’s path in the short term. The 
level of the exchange rate will be subject to a greater degree to short-term trends in the USD, particularly 
during periods of risk aversion. By way of quantifying the degree of increase in flexibility, it is instructive to 
look at the frequency with which the daily high in CNY surpasses the average daily high (in terms of the 
percentage CNY intraday premium to the fix) over a rolling one-month window. The analysis shows that this 
frequency has spiked massively (please see second chart) since the late days of September. In fact, we now 
see the daily high in USDCNY consistently surpassing the average “high deviation” on each session for the 
past five weeks (please see third chart).  

This supports our view that the recent consistent daily tests of the upper end of the CNY trading band are not 
simply isolated events, but are indicative of greater FX flexibility. In addition, we can also glean the 
intentions of policymakers in that a less robust pace of appreciation than has been implied by the fix (which 
has suggested a 5% annualized trend pace since the summer of 2010) is in play. Indeed this is in line with our 
updated forecast in which we target a trend pace of CNY appreciation of around 4% over the coming 
quarters, more consistent with the evolution of post-fix CNY spot trading this week.  
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AUTOS 

 

 The auto industry’s contribution to economic growth will remain positive in late 2011, 
but has been scaled back significantly. 

 
Just as North American auto assemblies were getting back on track 
and vehicle purchases were gaining momentum in the United 
States, automakers are once again being forced to cut back 
production due to supply disruptions — this time as a result of 
flooding in Thailand. A shortage of electronics parts from Thailand 
has prompted automakers — especially Honda and Toyota — to 
cut their fourth-quarter North American assemblies by 205,000 
units. The shortfall represents a 27% reduction from the previous 
month’s plans at Honda and Toyota, and accounts for a 6% drop in 
the industry’s overall output schedule.  Honda accounts for most of 
the cutbacks, as the company is operating its North American 
plants at only 50% of capacity through November 10. The 
company will also halt production at all of its facilities in Canada 
and the United States next Friday (November 11).  These cutbacks 
will delay the launch of Honda’s next-generation CR-V crossover 
utility, which is being built in East Liberty, Ohio.  
 
Toyota also announced this week that it is extending production cuts at its North American facilities. 
Overtime has been eliminated at assembly plants in Indiana, Kentucky, Texas and Canada through next week. 
The company will also eliminate a Saturday shift on November 12 at its factories in Kentucky and Canada. 
Toyota has not announced its plans beyond next weekend and its next course of action will depend on the 
availability of parts from Thailand.  However, the industry’s latest production schedule suggests that both 
Toyota and Honda are hoping to ramp up production by December.  
 
Aside from a shortage of parts from Thailand, other problems such as a shortage of V-6 engines at Chrysler 
due to quality-related issues will also dampen fourth-quarter assemblies. Although the V-6 engine is used in 
numerous vehicles, the shortage is most acute at the Windsor, Ontario van plant. The facility will lose one 
full shift through, at least, during the month of November.  GM is also halting production of the all-new 
Chevy Sonic for at least two days at its Orion Township, Michigan, plant due to an unidentified parts 
shortage.  
 
The net impact of all of these cutbacks is that overall North American assemblies will now total only 13.3 
million units in the final months of 2011, down from our previous estimate of 14.1 million (see chart). As a 
result, the auto industry will now only make a small positive contribution to economic growth across North 
America in the final months of 2011, down from our original estimate of half of a percentage addition. 
 
Aside from the impact of the Thai floods, cutting into auto production across Asia and North America, 
Toyota has also indicated that it will reduce output in Europe due to a slowdown in Western European sales.  
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GLOBAL TRADE 

 

 While supply imbalances are distorting shipping rates, other freight indicators suggest 
that the global economic recovery, though slower, remains intact.  

 
While the closely-observed Baltic Dry Index (BDI) — a measure of 
shipping rates for commodities — remains depressed (chart 1), other freight 
indicators are better aligned with the official trade data (charts 2), showing 
that global appetite remains on a recovery path.  
 
The disagreement between the BDI and some of the other logistics indicators 
is attributable to a supply-demand disequilibrium in the shipping industry. A 
jump in demand for commodities, especially in China, led to a 750% jump in 
orders for large vessels from late 2005 through 2008. With a production lag 
of two to three years, many of these bulk carriers entered the water in recent 
years, creating excess supply amid gradually recovering global demand. As a 
result, vessel prices remain depressed, and shipping indices misleading. With 
the peak shipping season stretching from August to November, it likely that 
many shippers will soon be laying up more carriers than usual, which should 
contribute positively to the market’s dynamics. 
 
Recent economic data out of the United States — freight indicators included 
— suggest that a double-dip may have been skirted, but lacklustre growth will 
likely extend through next year. Among freight forwarders, performance 
varies by mode of transportation. Rail and truck traffic, dominated by 
automotive vehicles, intermodal containers and bulk material (coal, liquids, 
gases) are outperforming. Ocean shipping, more geared towards commodities 
and oversized loads, is improving at a slower pace (chart 1), dampened by the 
previously discussed supply imbalances. Air cargo, which mostly transports 
higher-cost finished goods, continues to underperform globally.    
 
Europe remains plagued by financial and political uncertainty, with 
increased likelihood that some of the PIIGS economies may re-enter 
recessionary territory in 2012. The Danske Bank’s freight forwarding index, 
at just above 50, indicates ongoing modest expansion. It has been 
underperforming consensus calls, weighed by the expectation component, as 
forwarders see flat volumes over next few months.  
 
The chipper pace of growth in the emerging markets is also showing signs of 
moderating, but these economies, Asia in particular, are likely to continue to 
outpace growth in the advanced economies, trade flows and production (chart 
3). While the impact of the temporary factors — like the earthquake in Japan 
and the flooding in Thailand — is expected to dissipate, softer demand for 
discretionary goods in the advanced economies is starting to affect Asian 
exports. The Hong Kong Airport, the world's busiest air cargo hub, posted a 
6.1% y/y decline in cargo volumes in September. In turn, major global logistics 
companies are increasingly focusing on China’s domestic needs, particularly 
road freight, opening up regional offices in cities such as Chongqing.  
 
With the recovery in the advanced economies expected to shift into lower 
gear in the first half of 2012, the logistics sector will continue to focus on 
highest yielding freight, consolidation, cost management and innovation. 
As an example, trucking companies are partnering up with railroads to 
provide more seamless intermodal solutions across North America.  
 

  

Global Logistics — If The Baltic Dry Index Is Misleading, What Is True?   
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FISCAL 

 

 The extended period of low interest rates, critical in sustaining economic growth, also  
steepens the retirement saving challenge.  

 
Current low interest rates among developed nations, a critical factor sustaining economic growth, nevertheless 
pose a challenge for savers, both institutional and individual. Financial market volatility, combined with the 
expectation of low interest rates well into 2013, make it difficult for investors to achieve targeted longer-term 
return thresholds without additional significant risk. One consequence of the recent financial turmoil has been 
portfolio managers’ closer attention to market risk, credit risk, plus strategies to insure against tail risk events. 
The amounts available for investment continue to surge. The top chart illustrates, for just a limited sample of 17 
OECD nations, the growth in assets under management among institutional investors.  
 
For pension assets, a drop in interest rates generate capital gains on its 
bond holdings though, over several years, persistent low 
interest rates can result in a negative income effect as higher-
yielding bonds mature. For pension fund liabilities, a lower 
discount rate (potentially based on long-term, high-quality 
domestic corporate bond yields or for prudential regulation 
purposes, long-term sovereign yields) for calculating the net 
present value of future benefit obligations raise a plan’s 
liabilities. Since pension plan obligations typically have a 
longer average duration than their assets, funding ratios tend to 
weaken with decreased interest rates, with further erosion from 
the potential negative income effect if the period of low interest 
rates is prolonged. Canada’s federal government, as of fiscal 
2010-11, estimates that a one percentage point decrease in its 
discount rate would raise its accrued pension and future benefit 
obligation for its employees by $47.4 billion (bottom chart).  
 
The challenge of extended low interest rates adds to the other 
issues confronting defined benefit pension plans, including the 
rising longevity of its members. For U.S. State and 
participating local governments, the annual required pension 
payment escalated from US$27 billion in fiscal 2000 to US$68 
billion in fiscal 2009. The governments’ actual fiscal 2009 
payment was just over US$56 billion, 83% of the required 
amount, in large part due to affordability issues, underlining the 
probability of ongoing benefit reductions and higher employee 
contributions for a number of years.  
 
A current issue in Canada is the importance of tax-sheltered 
retirement savings options to level the playing field for all 
citizens. One step to assist the estimated three Canadian 
workers out of five not covered by an employer pension plan is 
the imminent introduction of federal legislation for a new 
savings vehicle, Pooled Registered Pension Plans (PRPPs)1. An 
intended advantage of PRPPs is lower-cost access to larger-
scale asset investment pools under professional management, permitting increased diversification. Other 
potential solutions include higher, more flexible, income tax limits for retirement saving.  
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Extended Low Interest Rates Complicate Retirement Saving 

 

1 For a fuller description of the proposed Pooled Registered Pension Plans, see Global Views, July 29, 2011 and Fiscal Pulse, 
December 2010.  
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 We look at SGD in the context of the recent market volatility and MAS monetary policy 
stance shift.  

 There remains scope for SGD NEER upside from here, however gains against the USD 
should be measured, and highly dependent on lower global financial market volatility.  

 We target 1.26 for USDSGD by the end of December. 
 
Note: Originally published as a separate piece on Monday, October 31st.  
 
The Monetary Authority of Singapore’s (MAS) decision to shift its policy stance incrementally less 
hawkish on October 14th was in line with our expectation, though we believed that there was a risk that the 
MAS could potentially decide to re-center the mid-point of its SNEER target band lower. This was not the 
case however, as the MAS decided only to ease the targeted pace of appreciation, which policymakers 
characterized as “modest and gradual”. Though this event is now well past us (October 14th), we think that 
it is relevant to look at the near term appreciation in the SNEER in order to assess the scope for further 
appreciation.  
 
Currency Policy in Context 
 
SGD rebounded mightily in October, and outperformed nearly all of the major Asian currencies. This has 
reflected the significant easing in risk aversion, particularly after last week’s European summit, and the 
stabilization in overall global financial market sentiment. Very rapidly has (our estimate of) the SNEER 
recovered ground and been pushed back to near the centre of the MAS target policy band. The initial 
downside volatility in the SNEER ahead of the October 14th policy decision was a direct result of the 
strength in the USD, JPY, and CNY relative to other key Asian currencies (which SGD also 
underperformed), in addition to the euro.  It is important to consider that although the depreciation was 
driven by a high degree of risk aversion, the MAS decision to pursue a less aggressive appreciatory path in 
the SNEER was due to a rising importance of the downside risks to the growth outlook (vis-à-vis the 
inflation outlook).  
 
Growth concerns have been relevant in Singapore as 
much as anywhere else. Indeed, Singapore suffered 
a Q2 growth contraction of 6.3% Q/Q, nearly 
tipping the pace of Y/Y growth into negative 
territory for the first time since Q2 of 2009. While 
weakness was influenced by the transitory economic 
shock emanating from Japan, the rebound has been 
rather restrained as Q3 growth recorded the weakest 
pace of expansion (1.3% Q/Q) in the five quarters 
before the Q2 2011 contraction. The weakness in 
global demand and a lack of consumer/business 
confidence, that can be attributed at least partially to 
high and sustained financial market volatility, are 
concerning for policymakers. Growth dynamics, 
particularly as they relate to the IT sector, and the uncertain financial market outlook played the key roles in 
our expectation for marginal easing in monetary conditions via the SNEER policy tool.   
 
We believed that there was also some risk that policymakers would shift the mid-point of the SNEER target 
band lower, though this ultimately did not come to pass. The MAS appears still to be somewhat concerned 
with the anchoring of inflation expectations, as inflation has remained relatively high on a sustained basis, 
with headline at 5.5% y/y and core at 2.1% y/y (September data-see chart).  This has in part reflected 
domestic cost pressures emanating from a rather tight labour market, which is helping to push wages 
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higher. While the fall in commodity prices has been constructive, the impact domestically has been more 
muted than what would be implied by external raw price developments. These inflation dynamics likely 
figured highly in the MAS decision to refrain from a more aggressive shift in monetary policy to the dovish 
side via the SNEER.  
 
SGD Outlook 
 
The decision to not re-adjust downwards the center of the SNEER target policy band was an important one in 
the context of the rapid weakening in the SNEER. Should we have seen a rapid depreciation in the SNEER, it 
would have had significant implications regarding the scope for SGD appreciation going forwards, 
particularly against the USD.  
 
Considering that the upper target band was not adjusted lower, we feel that the SNEER can potentially 
appreciate by at least another 2%-2.5% before running into the upper band constraint. This does provide 
scope for additional strength in SGD vs. the USD, but only so long as the USD broadly depreciates versus a 
number of other Asian currencies in the SNEER basket. We have 1.26 as a target for USDSGD for the end of 
the year, and thus we feel that SGD longs from this point are only justified under broad based appreciatory 
moves in the overall Asian FX complex, or for short term tactical plays. Looking at the performance of SGD 
over the past year against the rest of Asia (see chart), SGD has been on a sustained and generally steady 
uptrend since late 2010. SGD was the strongest performer over that timeframe before the September 
meltdown, and has been one of the more impressive performers since the stabilization and rebound in 
sentiment, due in part to its managed nature. Thus on a competitive basis, should we not see further broad-
based extension of the rebound in the region’s currencies (to a greater degree than even SGD), it will be more 
difficult in our view for SGD to gain ground on a sustained basis against the USD as this would represent too 
constraining a setting for monetary policy. Going into the end of the year we’d be buyers of USDSGD 
towards the 1.2250 level, given that we view such a move vis-à-vis the USD as a rather rich level for SGD 
under the current economic milieu, particularly should global demand not show a (very unexpected) near 
term reversal.  
 
The MAS outlook for the economy is one that foresees “stalled growth” over the next few quarters, to be 
followed by a modest recovery in the latter part of 2012. Considering this, we can currently assume that the 
April 2012 policy meeting will bring a stable approach of continued modest and gradual SNEER 
appreciation, but with definite downside risks considering current global demand dynamics. The scope for 
SNEER appreciation remains, given the level of the SNEER relative to the upper target band, though the less 
aggressive pace of appreciation will be a constraint relative to the pre-October 14th path.  
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 Mexico and Chile seem most directly exposed to the trade channel, given the openness 
of their economies. 

 Brazil’s top trade partners are set to slow the most, yet a relatively closed economy 
should act as a buffer. 

 Automatic stabilizers can serve to reduce the risk of trade deficits rising as export 
performance deteriorates, in this metric, Mexico is strongest. 

 Data suggests that LATAM has been able to gain market share from its competitors in its 
major markets, if this pattern holds, it could partially shield the region in a downturn. 

 
Although trade flows are much more of a “long-term-
driver” for FX, and not very important for short term 
trading, they are still a relevant piece of the puzzle for a 
long-term currency view. We put together the following 
metrics to gauge the risks to the trade flows of each of the 
LATAM-5 from a global deceleration. 
 
The degree of openness is not even across the 
region (Graph 1) 
Trade is the most direct transmission channel for the 
global slowdown, although several other channels exist 
(credit restriction, tradable goods prices, etc). The degree 
of trade openness varies widely among the LATAM-5, 
with Chile and Mexico being the most open, while 
Brazil is by far the least dependent on external trade.  
 
Its not good to keep all your eggs in one basket 
(graph 2) 
From a concentration standpoint, Mexico looks most 
vulnerable, with 5 countries receiving 88% of the 
country’s exports (80% being the US alone). Colombia 
and Chile also send 60% of their exports to their top-5 
trade partners, with Colombia also being highly 
dependent on the US (43% of Colombia’s exports go to 
the US). Brazil is the region’s most diversified in 
terms of trade partners, with only 43% of exports 
going to its top-5 trading partners. 
 
Most of LATAM faces slower trade partner 
growth (Graph 3) 
Within LATAM, Mexico and Colombia have the most 
exposure to the US slowdown, while they also have 
relatively low exposure to China, this translates into 
having the major trading partners with the slowest growth-
rates. However, we believe the most relevant issue is not 
how fast major trading partners grow, but how much 
growth rates change. The only country among the 
LATAM-5 whose major trade partners’ growth is 
expected to accelerate in 2012 is Chile, while Peru’s are 
expected to remain flat. The largest slowdown in expected 
for Brazil, whose top-5 trade partner’s growth is expected 
to drop 100bps!!  

 

A Look At LATAM Trade Flows 
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Graph 1: A look at LATAM external growth dependence... 

Graph 2: How many eggs in the top-5 baskets? 
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LATAM’s gains, are other country’s pains… 
(Graph 4) 
A slowdown in a country’s major trade partners’ 
imports does not necessarily mean a decline in 
exports, as gaining market share can allow a 
country to keep exports stable (or even rising) 
when the target country’s imports are falling. All 
of the LATAM-5 have proven resilient, with their 
exports outperforming the pace of the growth of their 
major trading partners. Peru and Colombia stand out 
as having the strongest performance relative to their 
target market’s imports. 
 
Having “automatic stabilizers can help reduce 
trade deficits (Graph 5) 
It is not only the export side that matters for FX in the 
face of a slowdown in trading partners’ demand for a 
country’s exports. What happens to the other side of 
the trade balance matters too. If exports remain flat, 
but imports fall, trade flows can remain supportive for 
a currency. In this regard, economies with integrated 
export and import sectors (such as the auto-industries 
in North America and Europe) have a sort of 
“Automatic stabilizer” for their trade balances. 
Mexico’s highly integrated Nafta economy has the 
advantage of being less likely to experience 
disruptions in its trade balance when its major 
trading partners stall. Brazil has the region’s second 
most synchronized exports & imports, with Peru’s 
trade sector being least likely to automatically adjust 
among the LATAM-5. 
 
More competitive currencies are supportive for exports (Graphs 6 & 7) 
Currency valuations can help support country’s exports (although other factors such as productivity, 
transportation costs, etc. also factor in) - hence the “trade war” rhetoric employed by the government’s of 
some countries. The Mexican peso at first glance appears to be the most competitive currency among the 
LATAM-5 (Graph 6), however looking at the region’s terms of trade (Graph 7) suggests that Chile may be 
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Graph 4: … despite top-trade partner slowdown, market 
share gains can serve as an offset 

Graph 6: Valuations also matter in this “currency-war” 
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Graph 7: China’s strong commodity appetite has driven a 
positive terms of trade shock for  the LATAM-5 

Graph 5: Having “automatic stabilizers” in trade can help 
reduce risks of trade deficits building up 
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the most competitive if we consider both terms of trade and currency valuations. However, we believe 
that a major driver of the positive terms of trade shock has been rising commodity prices fuelled by China’s 
rapid growth and investment. A slowdown in China’s commodity appetite would be a major hurdle for 
LATAM, particularly Chile and Peru. 
 
Bottom Line: 
Within LATAM, the countries most exposed to the global slowdown are Mexico and Chile, which have trade 
openness ratios of >50%.  Mexico seems most vulnerable to a slowdown in its major trading partners, given 
the US alone accounts for 80% of its exports. However Brazil is actually the country where we expect the 
steepest slowdown among its major export destinations. Overall, LATAM has been able to gain market share 
from its major competitors over the past year, if the trend holds, it could serve as an important buffer for the 
region. We believe that what matters most for FX in terms of trade flows is the trade balance, in this regard,  
countries like Mexico and Brazil that have more synchronized export/import cycles should be more resilient 
as imports are likely to slow in tandem with exports, reducing the drag on local currencies. We believe that 
MXN is most vulnerable to a US slowdown (with COP being second), but the impact would be more 
sentiment than trade-flow driven, given high import-export correlation. Chile and Peru stand out as most 
vulnerable to a Chinese slowdown or drop in commodity demand. 
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Bold move from the ECB… 
 The ECB surprised the market and us by cutting rates by 25bps to 1.25%. While we indicated that the 

tone of the last press conference clearly indicated that the central bank was in dovish mode and rate cuts 
will come, we thought that the capacity for Mr. Draghi to ease monetary policy at his first meeting as 
President and at a time when inflation is still running at 3% would be limited. Furthermore, renewed 
uncertainty on the political side following the surprising announcement of the Greek referendum was 
seen from our side as another argument for a “wait and see” attitude. 

 This 25 bps rate cut is clearly a bold move from the new president and is quite reassuring. First, it 
dampens fears that the ECB could be on hold at a time when reactivity is key. It could be easily 
mentioned that a 25 bps doesn’t change much and could come too late. However, after addressing the 
liquidity issue at last month’s meeting, the ECB are now responding to the macroeconomic issues which 
we think is reassuring regarding the central bank’s flexibility and its capacity to restore confidence.  

 Second, we indicated that this first meeting will be interesting to watch to gauge how strong the position 
of the new president inside the board is. This decision and the fact that it was a unanimous one is a strong 
signal. 

 Just one day ahead of the ECB meeting we noted that faced with the fall in the PMI surveys — had this 
been the situation confronting the BoE, the Fed or RBA’s respective economies (and we are sure others) 
a rate cut would have been nailed on — the only question would have been ‘how much’. 

 So what next? We strongly believe that another rate cut is coming. While the ECB president made the 
traditional wording that the ECB is “never pre-committed” which suggests that the central bank is not 
embarking on a series of rate cuts, traditionally, central bankers do not adjust rates one way or the other 
if they don’t have at least two in the pipeline. At least two rate cuts has been part of our global scenario 
and we stand by that. 

 Draghi noted that if sluggish growth was sustained, it would exert downward pressure on the medium 
term inflation outlook. We expect both, which points to another interest rate cut. 

 Chart 1 shows the composite PMI against the change in ECB policy rates. At current levels, although 
shock and awe tactics may have been effective, it would have been unusual to have seen a 50bp cut. 
Nonetheless, if the survey remains at these levels or even deteriorates further, then the relationship would 
suggest further easing is likely. 

 Indeed, even though the PMIs have surprised on the downside for the last 2 months, our LILI model  
(Leading Indicator for Leading Indicators) suggests there is even further downside ahead (Chart 2). 

ECB Decision — Super Mario! 

 

Chart 1: Eurozone Composite PMI vs Change In ECB Refi Chart 2: Eurozone PMI vs Scotia LILI model 
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 With the PMIs likely to move even more deeply into rate cut territory another cut is likely, the only 
questions are ‘when’, and whether rates will trough below the previous low point of 1%. 

 The ECB projections will be updated next month. Conventional wisdom used to be that the ECB updates 
its projections, sends out code words and then moves policy a month later (which would imply the next 
cut would come in January). 

 We believe that the ECB has already sent out some smoke signals. More specifically: 

  Draghi noted that significant cuts to growth forecasts are likely;  

 Europe is heading toward mild recession;  

       but also 
 Euro area inflation risks remain broadly balanced; and 

 Today’s decision takes these into account. 

 The consensus view is that the next hike will come in January though several forecasters look for a move 
as soon as December. The consensus view seems to be based on the comments that the Governing 
Council continues to view the risks to the medium-term outlook for price developments as broadly 
balanced and has not shifted to the downside. Furthermore that the downward adjustment in the outlook 
has been addressed by the November rate cut. 

 However, one could argue that “they would say that, wouldn’t they”. In other words, if the November 
rate cut was not sufficient to get the outlook for inflation at the medium term horizon into line with the 
definition of price stability — they would have cut by more than 25bp at this meeting. 

 If the ECB is going to be data dependent, then a judgement of the upcoming data releases is often 
helpful. Unfortunately, we suspect mixed signals between now and the next ECB meeting. On the near 
term horizon, the biggest macro event will be the release of the Q3 GDP data. As was the case with the 
UK preliminary GDP estimate, we see a significant chance of a respectable pace of expansion during Q3, 
given what we already know about the monthly data for Q3. Meanwhile, as mentioned above, we see 
further downside for survey indicators such as the PMI survey — an indicator which Mr. Draghi 
explicitly mentioned in the press conference. 

 Clearly if there is a significant disappointment on GDP, then the ECB would be likely to rush through 
another rate cut in December. However, our preference is that the next rate move will arrive during Q1 
— most likely January.  

 
No additional support on the liquidity side. 
 Following last week’s comments from Mr. Draghi that the ECB “is determined to prevent 

malfunctioning in the money and financial markets creating an obstacle to monetary transmission”, there 
were some question marks regarding  the commitment of the ECB to remain active in the market and 
even go beyond the measures announced last month, especially on its bond purchasing program. We 
warned of some disappointment at this stage and comments from Mr. Draghi that the ECB “can’t be 
lender of last resort” added to this point. It is very difficult for the ECB to move further ahead on this 
point at a time when the political landscape remains so uncertain.  

 
A New Era 
 Following and listening to the ECB press conference under the chairmanship of Mr. Trichet and, prior to 

that, Mr. Duisenberg, transparency in the communication of the central bank has gradually improved. 
Although it was only the first meeting and it is perhaps premature to draw conclusions, it seems to us that 
Mr. Draghi has improved transparency yet further. It could be seen for example as he was keen to 
provide very insightful details on the debate inside the board regarding the economic assessment in 
particular and to recognize that we would be heading for a mild “recession”, a word which was never, or 
hardly even been used by his predecessors.   
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The following article was published on November 3, 2011. 

What are the government’s goals with the amendment? 
 
Recent news in Belize has centered around the Ninth Amendment, which enshrines public ownership of 
public utilities in the Constitution. The amendment appears to be a government response to an adverse ruling 
by the Court of Appeals on the legality of the government’s nationalization of the country’s largest telecom 
company. Lawsuits in that case have been proceeding for years, and the government has taken a short-cut in 
pressing its case, one that circumvents the legal processes that are supposed to ensure fair treatment to 
investors. Opposition lawmakers have attacked the government for promoting an amendment detrimental to 
future business investment, while the prime minister and his supporters stressed the benefits to the public 
interest and promised prompt and fair compensation for the expropriated assets. The overwhelming majority 
of the incumbent party in parliament allowed it to pass the amendment, albeit after removing the most 
controversial provisions. 
 
Despite this move and the subsequent outcries by the opposition, we do not think that the government is 
embarking on a nationalization campaign. The constitutional amendment covered only those utilities already 
in government hands and is intended to aid the government in existing lawsuits rather than set the 
groundwork for future expropriations. Moreover, even though the amendment raises doubts about the 
government’s commitment to pre-established rules to settle disputes with large foreign investors, we do not 
think those concerns are directly applicable to sovereign bonds. Few emerging market bond investors expect 
a country’s courts to side with them in a dispute with the government during a default anyway, which is the 
reason that most emerging market global bonds, including those of Belize, are issued under New York law. In 
addition, there is, ironically, a benefit to bondholders. One of our concerns about Belize has always been the 
existence of potentially large liabilities that are difficult to estimate, with perhaps the most notable liability 
being the $300mn USD compensation demand for the nationalized telecom company. The amendment 
significantly limits plantiffs’ ability to bring future lawsuits and strengthens the government’s hand in 
negotiations over compensation. The government is currently talking about paying only $36mn to $58mn 
USD, based on the fair value estimates produced by the international consulting company NERA which was 
hired by the government. 
 
The economy and other risks 
 
So far this year, results from the real economy were mixed. First-quarter growth was a strong 6.7%, but then 
the economy contracted 1% in the second quarter, with no obvious trend going forward. More importantly, 
government finances improved significantly in the period of January to July relative to the previous year 
thanks to higher revenue from the petroleum industry and from import duties, allowing the government to 
record an overall surplus both in that period and in the second quarter alone. We do not expect the 
government to have difficulties in making its coupon payment in February. Moreover, if the positive fiscal 
trend is sustained, it would cover the final step-up in the coupon on the global bonds next August without 
requiring any fiscal adjustment or additional financing. Thus, while government finances are usually tight, 
there is no particular reason to be concerned about the government’s ability to make debt service payments in 
the near-term, and that, in our view should put a floor on bond prices. 
 

 

Belize Update: Ninth Amendment  
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While the recently approved Ninth Amendment to the Constitution in Belize raises concerns regarding the 
government’s treatment of foreign investors, it should also expedite the settlement of lawsuits against the 
government at a lower cost. The amendment is not designed to facilitate additional expropriations, and we 
do not think that disputes with foreign investors in local utilities have a direct bearing on the government’s 
willingness to pay bondholders. We argue that bond markets have overreacted to recent bad news.  
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Considering the recent experience, however, we should mention some of the idiosyncratic risks we are 
monitoring. First, significant infighting among the opposition PUP party could lead the incumbent UDP to 
take advantage of the situation by calling early elections, which would otherwise take place in 2013. While 
we would be happy to see another UDP government, occasionally issues that come out during elections can 
rattle markets. Second, we don’t yet see a resolution of the problems at Belize Bank, the country’s largest 
bank and one usually associated with the former owner of the nationalized telecom that is suing the 
government. Data as of the end of June show the bank with 26% of loans as adversely classified, a notable 
improvement over the 31% ratio we saw a year ago, but nevertheless still quite large in light of the bank’s 
significant role in the local financial system. 
 
Recent market moves 
 
We think the market overreacted to the news of the BEL expropriation back in July. While expropriation of 
foreign assets based on what some thought were political motives was obviously bad news, it would be hard 
to argue that this expropriation justified a yield increase of five percentage points (Figure 1). Imagine, for 
example, where Venezuelan bonds would be today if every time President Chavez expropriated a Venezuelan 
company, yields rose by 5%. 

 
 
 
 
 
 
 
 

Instead, the Venezuelan market regularly shrugs off such news, and Venezuelan yields are actually a couple of 
percentage points below the 15% to 16% yield we currently see in the market on Belize. Thus, Belize’s 
nationalization of two utilities can hardly justify the recent sell-off when we take into account market pricing of 
far more radical government policies in other countries. Instead, the episode demonstrated one of the risks with 
Belize that we have mentioned before—that limited information and poor liquidity can amplify the impact of 
negative news on market prices. We see value in Belize bonds at current prices, as the bonds are trading below 
the recovery values that were obtained in the country’s 2006 default. Considering the problems in Europe and 
the volatility investors are seeing in their larger holdings, we think the credit has fallen off the radar screen.  We 
could eventually see some recovery, though we would not expect yields to return to 10% levels. 
 
For additional information, see the following reports: 
“Belize: When is expropriation justified?” Scotia Capital, June 21, 2011. 
“Belize update: Idiosyncratic risks continue,” Scotia Capital, December 16, 2010 
“Belize: Highest yield in Latin America,” Scotia Capital, February 17, 2010. 
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CANADA 
There are only two major Canadian reports out next week and both may 
get buried amid further headlines out of Europe. Nonetheless, they will 
both impact real GDP — albeit in different quarters. Housing starts 
(Tuesday) is one of the few Canadian data releases to be delivered with 
only a one month lag versus a two month lag for most of the other data 
reports, providing us with a first glimpse into the Canadian economy. Over 
the past few years, continued gains in the housing market, especially home 
construction, have confounded us as homeownership rates reach cycle 
tops, along with several other metrics, including home prices and the 
household debt service burden. Despite these elevated levels, housing 
starts have jumped 24% from the pullback in January 2011 to today (or 
86% from the trough in 2009).  Nonetheless, over the past three months, 
starts have remained around 200k on average, with lumpy multi-unit starts 
swinging the headline results around month-to-month. And, with an 
almost 15% increase in multi-starts in September, we are expecting this 
seesaw pattern to continue into October, starting Q4 on a weaker footing as 
starts moderate to 190k. A 10% decline in the number of building permits 
created in August also supports this view given the roughly two month lag 
between permits and starts. 
 

While exports to the U.S. as a share of total Canadian exports have 
been falling since reaching a peak of 85% in 2002, that share still sits at 
roughly 70%, suggesting that the weaker economic activity we have 
been witnessing south of the border — and that we expect to continue 
— will likely further hinder export growth in Canada. However, for the 
month of September, a strong gain in U.S. auto sales, a further increase 
in U.S. business investment, a weaker Canadian currency and lower 
crude oil prices should all help to lift total Canadian exports to the U.S. 
during the month. Import growth should also remain modest as 
Canadian nominal incomes continue to moderate, keeping a lid on 
consumer spending. In the end, we are looking for a modest narrowing 
in the nominal trade deficit (Thursday) but, given that some of the 
strength may be due to price changes, the real deficit will once again be 
more important.  
 

UNITED STATES 
Trade (Thursday) will be the only major report in the U.S. 
next week and we will likely witness a widening in the trade 
deficit once again, a trend that began back in May 2009. On 
the import front, U.S. auto sales rose by almost 8% in 
September, in part on the back of increased discounting by 
foreign-made auto dealers after inventory levels rose once 
again following the mid-March Japanese disasters. This will 
likely trigger a further increase in auto imports during the 
month although future gains could be tempered by flooding 
in Thailand which has caused supply disruptions once again. 
A strengthening in the US dollar during the month and lower 
crude oil prices should also help to lift imports while export 
growth will likely be hampered by weaker economic activity 
globally but specifically in Europe and China which account 
for roughly 22% of total U.S. exports. 
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EUROPE 
The preliminary estimate of third-quarter Spanish GDP growth will 
likely show a contraction in output of 0.1% over the prior quarter 
(+0.6% y/y). Despite sovereign debt woes, climbing unemployment 
and high inflation, the Spanish economy posted a better-than-expected 
gain of 0.2% q/q in the second quarter, the same quarter that Germany 
grew just 0.1% and France reported zero growth. Base effects are thus 
likely to limit upside growth potential in the third quarter. Moreover, 
economic conditions deteriorated between July and September, with 
unemployment continuing to rise — averaging 21.5% — and financial 
market pressure on business and consumer confidence intensifying. 
The manufacturing PMI remained in contraction territory for the sixth 
straight month in October, though it edged up slightly from September. 
Industrial production (IP), generally well-correlated with year-over-
year GDP (see chart), moved lower on average in the third quarter to  
-2.2% y/y. We foresee additional output declines over the next couple 
of quarters, before the economy enters a protracted recovery phase in 
late 2012 on the back of a broader regional improvement. However, it 
will still be several years before Spain’s output gap closes and the 
nation regains its pre-crisis level of per capita real GDP.   
 
LATIN AMERICA 
Inflation data for Chile, Mexico and Brazil will be released next week 
(November 7-11th) in the midst of diverse monetary policies in Latin 
America. In Chile inflation remains within the central bank 
tolerance  target range of 2-4% although it has been slightly increasing in 
the last three months reaching an annual rate of 3.3%  in September. 
However, core inflation lingers around 2.0%. In Mexico, inflationary 
pressures are well contained with the inflation rate slowing from 3.55% 
y/y in July to 3.14% y/y in September. Alternatively, in Brazil, consumer 
prices continue to be under pressure rising by 7.31% y/y in September. 
Despite these numbers, the central bank cut the reference rate in the last 
two meetings on the back of local economic deceleration, expecting 
inflation to slow down. We anticipate inflation to close the year at 3.5% 
in Chile, 3.4% in Mexico and above 6.5% in Brazil.  
 
ASIA 
Chinese inflation figures for October will be published next week. 
Given no evidence in the past month of an event leading to an 
accentuated pickup in food prices, we anticipate a more pronounced 
fall in headline inflation. Indeed, particular events, like sudden 
increases in pork prices and other food staples, have been permeating 
Chinese inflationary figures recently, not allowing for a more 
accentuated fall in the inflationary gauge. During October, however, 
food prices finally remained relatively stable. Given elevated base 
effects, this will allow for a more pronounced fall in the annual 
measure of food inflation, leading to a downshift in the headline 
towards 5.5% y/y, from the current 6.1% September reading. The trend 
would be consistent with observations across the region where food 
and fuel costs have been having a lesser effect on price gains.   
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Country Date Time Event Period BNS Consensus Latest
US 11/07 15:00 Consumer Credit (USD billions) SEP -- 5.1 -9.5
MX NOV 07-11 Vehicle Domestic Sales (units, AMIA) OCT -- -- 73997.0
MX NOV 07-11 Vehicle Production (units, AMIA) OCT -- -- 225287.0
MX NOV 07-11 Vehicle Exports (units, AMIA) OCT -- -- 193590.0

CA 11/08 08:15 Housing Starts (000s) OCT 190.0 197.5 207.6
MX 11/08 10:00 Central Bank Announces International Reserves for Prev. Week
MX NOV 08-15 ANTAD Same-Store Sales (YoY) OCT -- -- 5.4

US 11/09 07:00 MBA Mortgage Applications (WoW) 4-Nov -- -- 0.2
CA 11/09 08:30 New Housing Price Index (MoM) SEP 0.1 0.1 0.1
MX 11/09 09:00 Consumer Prices (MoM) OCT 0.7 0.7 0.3
MX 11/09 09:00 Consumer Prices (YoY) OCT 3.3 3.2 3.1
MX 11/09 09:00 Consumer Prices Core (MoM) OCT 0.3 0.3 0.3
MX 11/09 09:00 Trade Balance (USD millions) SEP F -- -- -1830.5
US 11/09 10:00 Wholesale Inventories (MoM) SEP -- 0.6 0.4
MX 11/09 13:00 Central Bank 3Q Inflation Report

CA 11/10 08:30 Int'l Merchandise Trade (CAD billions) SEP -0.4 -0.5 -0.6
US 11/10 08:30 Import Price Index (MoM) OCT -- 0.2 0.3
US 11/10 08:30 Trade Balance (USD billions) SEP -47.0 -46.2 -45.6
US 11/10 08:30 Initial Jobless Claims (000s) 4-Nov 390.0 400.0 397.0
US 11/10 08:30 Continuing Claims (000s) 28-Oct 3700.0 -- 3683.0
MX 11/10 09:00 Gross Fixed Investment (YoY) AUG -- 9.4 9.3
US 11/10 14:00 Monthly Budget Statement (USD billions) OCT -- -110.7 -64.6

MX 11/11 09:00 Industrial Production (YoY) SEP 3.9 3.1 3.1
MX 11/11 09:00 Industrial Production (MoM) SEP -- -- -1.1
US 11/11 09:55 U. of Michigan Confidence NOV P -- 61.0 60.9
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Key Indicators for the week of November 7 - 11 

Forecasts at time of publication. 
Source: Bloomberg, Scotia Economics. 
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Country Date Time Event Period BNS Consensus Latest
IR NOV 02-08 Consumer Confidence OCT -- -- 53.3
UK NOV 02-08 Halifax House Price 3Mths/Year OCT -2.3 -2.3 -2.3
UK NOV 02-08 Halifax House Prices sa (MoM) OCT 0.1 0.1 -0.5
SW 11/07 03:30 Budget Balance (SEK billions) OCT -- -- 1.7
NO 11/07 04:00 Industrial Production SA (MoM) SEP -- -- 3.6
EC 11/07 05:00 Euro-Zone Retail Sales (MoM) SEP -0.2 -0.1 0.1
GE 11/07 06:00 Industrial Production SA (MoM) SEP -2.5 -0.9 -1.0
UK 11/07 19:01 BRC Sales Like-For-Like (YoY) OCT -- -0.2 0.3
UK 11/07 19:01 RICS House Price Balance (%) OCT -24.0 -23.0 -23.0
PO 11/07 Industrial Sales (MoM) SEP -- -- -16.8
IR NOV 07-14 CPI (EU Harmonised) (YoY) OCT -- -- 1.3
IR NOV 07-14 CPI (YoY) OCT -- -- 2.6

GE 11/08 02:00 Exports SA (MoM) SEP -- -0.8 3.5
GE 11/08 02:00 Imports SA (MoM) SEP -- 0.4 -0.1
GE 11/08 02:00 Current Account (EUR billions) SEP -- 12.3 7.0
GE 11/08 02:00 Trade Balance (EUR billions) SEP -- 12.5 11.8
FR 11/08 02:45 Trade Balance (EUR millions) SEP -- -6000.0 -4967.0
UK 11/08 04:30 Industrial Production (MoM) SEP 0.0 0.1 0.2
UK 11/08 04:30 Manufacturing Production (MoM) SEP 0.0 0.1 -0.3
UK 11/08 10:00 NIESR GDP Estimate (QoQ) OCT -- -- 0.5
IR NOV 08-14 Industrial Production sa (MoM) SEP -- -- 4.4
IR NOV 08-14 New Vehicle Licences (units) OCT -- -- 4272.0

FR 11/09 02:30 Bank of France Bus. Sentiment OCT -- 96.0 96.8
FR 11/09 02:45 Central Govt. Balance (EUR billions) SEP -- -101.0 -102.8
SW 11/09 03:30 Riksbank Minutes
SW 11/09 03:30 Industrial Prod. s.a. (MoM) SEP -- -0.5 -3.1
UK 11/09 04:30 Visible Trade Balance (GBP millions) SEP -7900.0 -8000.0 -7768.0
UK 11/09 04:30 Trade Balance Non EU (GBP millions) SEP -4800.0 -4950.0 -4867.0
UK 11/09 04:30 Total Trade Balance (GBP millions) SEP -2000.0 -2100.0 -1877.0
PO 11/09 Trade Balance (EUR millions) SEP -- -- -1207.0
GE NOV 09-16 Wholesale Price Index (MoM) OCT -- -- 0.3

FR 11/10 01:30 CPI - EU Harmonised (MoM) OCT 0.1 0.2 0.0
FR 11/10 01:30 CPI - EU Harmonised (YoY) OCT 2.4 2.5 2.4
FR 11/10 01:30 Consumer Price Index (MoM) OCT 0.1 0.2 -0.1
FR 11/10 01:30 Consumer Price Index (YoY) OCT 2.2 2.3 2.2
GE 11/10 02:00 Consumer Price Index (MoM) OCT F 0.0 0.0 0.0
GE 11/10 02:00 Consumer Price Index (YoY) OCT F 2.5 2.5 2.5
GE 11/10 02:00 CPI - EU Harmonised (MoM) OCT F 0.0 0.0 0.0
GE 11/10 02:00 CPI - EU Harmonised (YoY) OCT F 2.8 2.8 2.8
FR 11/10 02:45 Industrial Production (MoM) SEP -- -0.7 0.5
FR 11/10 02:45 Manufacturing Production (MoM) SEP -- -0.6 0.7
SP 11/10 03:00 House transactions (YoY) SEP -- -- -38.0
SW 11/10 03:30 CPI - Headline Rate (MoM) OCT 0.5 0.3 0.7
SW 11/10 03:30 SW CPI - CPIF (MoM) OCT -- 0.2 0.7
NO 11/10 04:00 CPI (YoY) OCT 1.5 1.3 1.6
NO 11/10 04:00 CPI Underlying (YoY) OCT 1.2 1.2 1.2
IT 11/10 04:00 Industrial Production sa (MoM) SEP -- -2.0 4.3
IT 11/10 04:00 Industrial Production wda (YoY) SEP -- -1.1 4.7
IT 11/10 04:00 Industrial Production nsa (YoY) SEP -- -1.1 4.6
UK 11/10 07:00 BOE Asset Purchase Target (GBP billions) NOV 275.0 275.0 275.0
UK 11/10 07:00 BOE ANNOUNCES RATES 0.50 0.50 0.50

SP 11/11 03:00 GDP (Constant SA) (QoQ) 3Q P -0.1 0.0 0.2
UK 11/11 04:30 PPI Input NSA (MoM) OCT 0.0 -0.3 1.7
UK 11/11 04:30 PPI Output n.s.a. (MoM) OCT 0.3 0.1 0.3
UK 11/11 04:30 PPI Output Core NSA (MoM) OCT 0.3 0.1 0.3
PO 11/11 05:00 Consumer Price Index (YoY) OCT -- -- 3.6
PO 11/11 05:00 CPI - EU Harmonised (YoY) OCT -- -- 3.5
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Country Date Time Event Period BNS Consensus Latest
ID NOV 01-11 Consumer Confidence Index OCT -- -- 116.2
ID NOV 06-07 GDP Constant Price (QoQ) 3Q -- -- 2.9
JN NOV 06-11 Tokyo Avg Office Vacancies (%) OCT -- -- 8.6

TA 11/07 03:00 CPI (YoY) OCT -- 1.3 1.4
TA 11/07 03:00 Total Trade Balance (USD Billion) OCT -- 2.4 1.8
TA 11/07 03:00 Total Exports (YoY) OCT -- 5.4 9.9
TA 11/07 03:00 Total Imports (YoY) OCT -- 8.6 10.8
TA 11/07 03:00 WPI (YoY) OCT -- 5.1 5.1
AU 11/07 19:30 Trade Balance (AUD millions) SEP -- 3000.0 3100.0

SK 11/08 18:00 Unemployment Rate SA (%) OCT -- 3.3 3.2
NZ 11/08 18:00 QV House Prices (YoY) OCT -- -- 0.7
AU 11/08 18:30 Westpac Consumer Confidence s.a. (MoM) NOV -- -- 0.4
AU 11/08 18:30 Westpac Consumer Confidence Index NOV -- -- 97.2
JN 11/08 18:50 Bank Lending Ex-Trusts (YoY) OCT -- -0.2 -0.3
JN 11/08 18:50 Bank Lending incl Trusts (YoY) OCT -- -0.1 -0.3
JN 11/08 18:50 Adjusted Current Account Total (JPY billions) SEP -- 963.2 652.6
JN 11/08 18:50 Current Account Balance (YoY) SEP -- -31.3 -64.3
JN 11/08 18:50 Trade Balance - BOP Basis (JPY billions) SEP -- 351.6 -694.7
AU 11/08 19:30 Home Loans (MoM) SEP -- 1.5 1.2
AU 11/08 19:30 Investment Lending (MoM) SEP -- -- 1.8
AU 11/08 19:30 Owner-Occupied Home Loan Value (MoM) SEP -- -- 0.6
CH 11/08 21:00 Consumer Price Index (YoY) OCT 5.5 5.4 6.1
CH 11/08 21:00 Producer Price Index (YoY) OCT 5.7 5.8 6.5
JN 11/08 23:30 Bankruptcies (YoY) OCT -- -- -9.2
CH NOV 08-09 Industrial Production (YoY) OCT 13.2 13.4 13.8
CH NOV 08-09 Fixed Assets Inv Excl. Rural YTD (YoY) OCT 24.5 24.7 24.9
CH NOV 08-09 Retail Sales (YoY) OCT 17.5 17.6 17.7

SK 11/09 16:00 Producer Price Index (YoY) OCT -- -- 5.7
NZ 11/09 16:30 Business NZ PMI OCT -- -- 50.8
JN 11/09 18:50 Machine Orders (MoM) SEP -- -7.1 11.0
AU 11/09 19:00 Consumer Inflation Expectation NOV -- -- 3.1
NZ 11/09 19:00 ANZ Consumer Confidence (MoM) NOV -- -- -0.4
AU 11/09 19:30 Employment Change (000s) OCT 18.0 10.0 20.4
AU 11/09 19:30 Unemployment Rate (%) OCT 5.2 5.3 5.2
AU 11/09 19:30 Full Time Employment Change (000s) OCT -- -- 10.8
AU 11/09 19:30 Part Time Employment Change (000s) OCT -- -- 9.6
AU 11/09 19:30 Participation Rate (%) OCT 65.6 65.6 65.6
PH 11/09 20:00 Total Exports (YoY) SEP -- -19.3 -13.7
SK 11/09 22:00 Bank Lending to HH (KRW trillions) OCT -- -- 448.7
TH 11/09 22:30 Consumer Confidence Economic OCT -- -- 72.2
MA 11/09 23:01 Industrial Production (YoY) SEP -- 2.7 3.0
MA 11/09 23:01 Manufacturing Sales Value (YoY) SEP -- -- 10.8
CH NOV 09-10 Trade Balance (USD) OCT 27.0 26.1 14.5
CH NOV 09-10 Exports (YoY) OCT 15.0 16.2 17.1
CH NOV 09-10 Imports (YoY) OCT 18.0 23.0 20.9
ID NOV 09-10 Bank Indonesia Reference Rate 6.50 6.50 6.50

JN 11/10 Consumer Confidence OCT -- 39.0 38.6
JN 11/10 01:00 Machine Tool Orders (YoY) OCT P -- -- 20.1
JN 11/10 18:50 Tertiary Industry Index (MoM) SEP -- -0.5 -0.2
JN 11/10 18:50 Domestic CGPI (MoM) OCT -- -0.2 -0.1
JN 11/10 18:50 Domestic CGPI (YoY) OCT -- 2.2 2.5
SK 11/10 20:00 South Korea 7-Day Repo Rate 3.25 3.25 3.25
CH NOV 10-15 New Yuan Loans (CNY billions) OCT 500.0 500.0 470.0
CH NOV 10-15 Money Supply - M0 (YoY) OCT -- -- 12.7
CH NOV 10-15 Money Supply - M1 (YoY) OCT -- 9.3 8.9
CH NOV 10-15 Money Supply - M2 (YoY) OCT -- 13.0 13.0
PH NOV 10-11 M3 Money Supply (YoY) SEP -- -- 9.4
PH NOV 10-11 Bank Lending (YoY) SEP -- -- 24.8

IN 11/11 00:30 Industrial Production (YoY) SEP -- -- 4.1
HK 11/11 03:30 GDP sa (QoQ) 3Q -- -0.1 -0.5
MA 11/11 05:00 Overnight Rate 3.00 3.00 3.00
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Country Date Time Event Period BNS Consensus Latest
CL NOV 04-07 Economic Activity (YoY) SEP -- 5.1 4.6
CO 11/05 20:00 Consumer Price Index (MoM) OCT -- 0.1 0.3
CO 11/05 20:00 Consumer Price Index (YoY) OCT -- 4.0 3.7

BZ 11/07 05:30 Central Bank Weekly Economists Survey
BZ 11/07 08:00 Trade Balance (FOB) - Weekly (USD millions) 6-Nov -- -- 1783.0

CL 11/08 06:00 CPI (MoM) OCT -- 0.3 0.5
CL 11/08 06:00 CPI (YoY) OCT -- 3.5 3.3
CL 11/08 06:00 CPI Ex Perishables & Fuel (MoM) OCT -- 0.2 0.3
CL 11/08 06:30 Trade Balance in (USD million) OCT -- 790.0 324.0

BZ 11/10 06:00 Retail Sales (MoM) SEP -- 0.4 -0.4
BZ 11/10 06:00 Retail Sales (YoY) SEP -- 5.1 6.2
BZ 11/10 06:00 Broad Retail Sales (YoY) SEP -- -- 5.3
CL 11/10 06:30 Central Bank Economist Survey
PE 11/10 18:00 Reference Rate 4.25 4.25 4.25

BZ 11/11 06:00 IBGE Inflation IPCA (MoM) OCT -- 0.4 0.5
BZ 11/11 06:00 IBGE Inflation IPCA (YoY) OCT -- 7.0 7.3
CO 11/11 Monetary Policy Meeting Minutes
PE 11/11 Trade Balance (PEN millions) SEP -- -- 1157.0
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Europe 

Global Auctions for the week of November 7 - 11 

Source: Bloomberg, Scotia Economics. 
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Country Date Time Event
US 11/07 11:30 U.S. to Sell 3-Month Bills
US 11/07 11:30 U.S. to Sell 6-Month Bills

CA 11/08 10:30 Canada to Sell CAD7.4 Bln 98-Day Bills
CA 11/08 10:30 Canada to Sell CAD2.8 Bln 168-Day Bills
CA 11/08 10:30 Canada to Sell CAD2.8 Bln 350-Day Bills
US 11/08 11:30 U.S. to Sell 4-Week Bills
US 11/08 13:00 U.S. to Sell 3-Year Notes

CA 11/09 12:00 Canada to Sell 2-Year Notes
US 11/09 13:00 U.S. to Sell 10-Year Notes

US 11/10 13:00 U.S. to Sell 30-Year Bonds

Country Date Time Event
GE 11/07 05:15 Germany to Sell EU4 Bln 6-Mth Bills
NE 11/07 06:00 Netherlands to Sell Bills
FR 11/07 09:00 France to Sell Bills

AS 11/08 05:00 Austria to Sell 3.5% 2021 Bonds
GR 11/08 05:00 Greece to Sell Bills
AS 11/08 05:00 Austria to Sell 4% 2016 Bonds
SZ 11/08 05:30 Switzerland to Sell 3-Month Bills
UK 11/08 05:30 U.K. to Sell GBP900 Mln 0.625% I/L 2040 Bonds
BE 11/08 05:30 Belgium to Sell Bills
NE 11/08 06:00 Netherlands to Sell Up to EUR2.5 Bln 3.25% 2021 Bonds
EC 11/08 05:15 ECB Announces Allotment in 7-Day Main Refinancing Tender
EC 11/08 05:15 ECB Announces Allotment in 1-Month Tender

SW 11/09 05:10 Sweden to Sell Bills
SZ 11/09 05:30 Switzerland to Sell Bonds
EC 11/09 05:00 ECB Announces Allotment in 3-Month Dollar Tender

IT 11/10 05:00 Italy to Sell Bills

UK 11/11 06:10 U.K. to Sell Bills

Asia Pacific 

Country Date Time Event
JN 11/06 22:35 Japan to Sell 6-Month Bills

JN 11/08 03:00 Japan Auction for Enhanced-Liquidity
JN 11/08 22:35 Japan to Sell 3-Month Bills

JN 11/09 22:45 Japan to Sell 40-Year Bond
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Events for the week of November 7 - 11 

North America 

Europe 

A8 

Country Date Time Event
US 11/07 08:40 Fed's Rosengren Speaks in Boston
CA 11/07 Saskatchewan Provincial Election

CA 11/08 08:20 Bank of Canada Governor Carney Speaks in London, England
US 11/08 13:00 Fed's Kocherlakota Speaks in Sioux Falls, South Dakota
US 11/08 13:30 Fed's Plosser Speaks on Monetary Policy in Philadelphia

US 11/09 09:30 Bernanke Speaks at Fed Conference on Small Business
US 11/09 12:15 Fed's Tarullo Speaks on Regulation in New York

US 11/10 10:40 Fed's Evans Welcome Remarks at Banking Conference in Chicago
US 11/10 11:00 Fed's Liang Speaks on Financial Stability in Chicago

US 11/11 13:15 Fed's Yellen Speaks at Banking Conference in Chicago
US 11/11 14:45 Fed's Williams Speaks on Panel at IMF Conference

Asia Pacific 

Latin America 

Country Date Time Event
NZ 11/09 15:00 RBNZ Publishes Financial Stability Report
AU 11/09 17:30 RBA's Lowe Speaks in Melbourne at Australia Farm Conference
ID NOV 09-10 Bank Indonesia Reference Rate

SK 11/10 20:00 South Korea 7-Day Repo Rate

MA 11/11 05:00 Overnight Rate

Country Date Time Event
GE 11/05 11:00 Asmussen, Canadian Finance Minister Flaherty Speak in Berlin

FI 11/07 04:00 Germany's Schaeuble, Finland's Katainen Speak on the future of Europe
EC 11/07 12:00 Euro-Area Finance Ministers Meet in Brussels
EC 11/07 12:45 ECB's Stark Speaking in Lucerne
EC 11/07 14:00 EU's Barroso Speaks at EPP Conference on Euro
EC 11/07 18:00 SNB's Hildebrand, ECB's Weidmann, Stark Speak in Berlin
PO 11/07 Bank of Portugal Releases Data on Banks, including ECB financing

EC 11/08 03:00 EU Finance Ministers Meet in Brussels
EC 11/08 03:50 ECB's Stark Holding Speech at Conference in Lucerne
GE 11/08 05:30 Merkel, Medvedev, Fillon, Rutte at Nord Stream Event: Lubmin
SZ 11/08 08:30 Bundesbank's Weidmann, SNB's Hildebrand Speak in Berlin
UK 11/08 10:45 Banks Testify on Financial-Services Bill
EC 11/08 11:00 EU's Buti, IMF's Moghadam Speak at Brussels Think Tank
EC 11/08 18:00 EU's Barnier Speaks at ACT Conference

EC 11/09 13:00 EU's Barroso Gives Speech in Berlin
EC 11/09 14:00 ECB's Stark Speaks in Frankfurt
EC 11/09 EU's Van Rompuy Speaks in Zurich

UK 11/10 04:45 FSA Testifies on Financial-Services Bill
EC 11/10 05:00 EU Issues Semi-Annual Economic Forecasts
UK 11/10 07:00 BOE Asset Purchase Target
UK 11/10 07:00 BOE ANNOUNCES RATES
EC 11/10 13:00 ECB's Stark Speaks at Event in Berlin
EC 11/10 EU's Barroso Speaks at European Parliament Conference

EC 11/11 06:30 ECB's Gonzalez Paramo in panel discussion in Madrid
EC 11/11 09:00 EU's Van Rompuy Gives Speech in Florence
EC 11/11 EU's Barroso Speaks in Lisbon

Country Date Time Event
PE 11/10 18:00 Reference Rate
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NORTH AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Canada – Overnight Target Rate 1.00 December 6, 2011 1.00 --

Federal Reserve – Federal Funds Target Rate 0.25 December 13, 2011 0.25 --

Banco de México – Overnight Rate 4.50 December 2, 2011 4.50 --

EUROPE
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank – Refinancing Rate 1.25 December 8, 2011 1.25 --

Bank of England – Bank Rate 0.50 November 10, 2011 0.50 0.50

Swiss National Bank – Libor Target Rate 0.00 December 15, 2011 0.00 --

Central Bank of Russia – Refinancing Rate 8.25 TBA 8.25 --

Hungarian National Bank – Base Rate 6.00 November 29, 2011 6.00 6.00

Central Bank of the Republic of Turkey –
1 Week Repo Rate

5.75 November 23, 2011 5.75 --

ASIA PACIFIC
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Japan – Target Rate 0.10 November 16, 2011 0.10 --

Reserve Bank of Australia – Cash Target Rate 4.50 December 5, 2011 4.50 4.50

Reserve Bank of New Zealand – Cash Rate 2.50 December 7, 2011 2.50 2.50

People's Bank of China – Lending Rate 6.56 TBA -- --

Reserve Bank of India – Repo Rate 8.50 TBA 8.50 --

Hong Kong Monetary Authority – Base Rate 0.50 TBA 0.50 --

Central Bank of China Taiwan – Discount Rate 1.88 December 30, 2011 1.88 --

Bank Negara Malaysia – Overnight Policy Rate 3.00 November 11, 2011 3.00 3.00

Bank of Korea – Bank Rate 3.25 November 10, 2011 3.25 3.25

Bank of Thailand – Repo Rate 3.50 November 30, 2011 3.50 --

Bank Indonesia – Reference Interest Rate 6.50 November 10, 2011 6.50 6.50

Central Bank of the Philippines – Overnight Policy Rate 4.50 December 1, 2011 4.50 --

LATIN AMERICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil – Selic Rate 11.50 November 30, 2011 11.00 --

Banco Central de Chile – Overnight Rate 5.25 November 15, 2011 5.25 5.25

Banco de la República de Colombia – Lending Rate 4.50 November 25, 2011 4.50 --

Banco Central de Reserva del Perú – Reference Rate 4.25 November 10, 2011 4.25 4.25

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank – Repo Rate 5.50 November 10, 2011 5.50 5.50

We have revised our Bank of Canada call after last week's more dovish tone and updated growth and inflation projections by the Bank of Canada with 
no change in monetary policy now expected until well into 2013. In the U.S., this week's FOMC meeting yielded few surprises as the Fed left the FOMC 
statement roughly unchanged after easing monetary policy in both August and September.  Indeed, we continue to expect the Federal Reserve to keep 
the fed funds rate at 0.25% until Q3 2013, in line with the Fed’s loose commitment made in August. We also expect the Fed to hold off on any new 
unconventional policies until at least the New Year when the current FOMC voting members rotate. 

Following the unanimous decision by the Monetary Policy Committee last month to resume quantitative easing (QE) with GBP 75 billion in additional 
planned bond purchases, the Bank of England (BoE) is not expected to announce any policy changes next week, though further asset purchase 
increases are likely imminent. The annual rate of inflation remains well above the BoE’s 2% target, at 5.2% y/y in September, though it is set to decline 
sharply in the coming months.

The central bank of South Korea will likely leave monetary policy unchanged after the upcoming rate setting meeting, notwithstanding the fall in inflation 
in October. Monetary authorities will likely give additional weight to the global situation in their upcoming decision, as headline and core inflation are still 
ahead of the central bank's 3% y/y target, while domestic demand conditions remain steady. A recent fall in the growth of exports is associated with the 
euro zone slowdown. While inflation in Indonesia has also continued to come down, the country's monetary authorities are likely to pause this month as 
they await evidence on the effect of the October interest rate reduction. Bank Negara Malaysia will also likely leave credit conditions unchanged 
following the September pickup in inflation. 

We expect the central bank of Peru to maintain its monetary policy rate unchanged at 4.25% despite the recent increase in consumer prices. The 
Inflation rate reached a two-and-a-half year peak at 4.2% y/y in October, 1.2 percentage points above the central bank's tolerance range. The headline 
consumer price inflation gain was led by food, beverage and clothing prices. We expect inflation to remain close to 3.5% by the end of the year, but do 
not foresee any reaction by the monetary authorities.

Despite accelerating price pressures – the headline inflation rate increased from 5.3% y/y to 5.7% y/y in September on robust domestic activity and 
rand depreciation – the South African Reserve Bank (SARB) will likely leave the benchmark interest rate unchanged at 5.5% next week. Once global 
growth uncertainty shows signs of easing, the SARB is expected to begin tightening monetary conditions, sometime around the middle of next year.

Global Central Bank Watch 

North America 

Europe 

Asia Pacific 

CENTRAL BANKS 
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Forecasts at time of publication. 
Source: Bloomberg, Scotia Economics. 
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Forecasts as at November 3, 2011* 2000-09 2010 2011f 2012f 2000-09 2010 2011f 2012f

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

  World1 3.6 5.1 3.8 3.2

   Canada 2.1 3.2 2.2 1.7 2.1 1.8 2.9 1.7
   United States 1.7 3.0 1.8 1.7 2.6 1.6 3.0 2.0
   Mexico 1.7 5.4 3.7 2.9 4.9 4.4 3.4 4.0

   United Kingdom 1.9 1.8 0.8 0.8 1.9 3.7 4.5 2.1
   Euro zone 1.4 1.8 1.5 0.3 2.0 2.2 2.6 1.5

   Japan 0.6 4.0 0.3 3.2 -0.3 -0.4 1.1 1.3
   Australia 3.1 2.7 2.9 3.0 3.2 2.7 2.8 2.5
   China 9.4 10.4 9.1 8.9 2.0 4.6 5.0 4.5
   India 7.4 9.0 7.9 8.3 22.5 32.2 7.5 6.0
   Korea 4.4 6.2 4.7 5.0 3.1 3.5 3.7 3.3
   Thailand 4.1 7.8 3.0 3.5 2.6 3.0 3.5 2.8

   Brazil 3.3 7.5 3.5 4.0 6.7 5.9 6.5 6.0
   Chile 3.7 5.2 6.5 4.8 3.5 1.4 3.5 3.3
   Peru 5.2 8.8 6.2 5.6 2.5 2.1 3.8 2.7

Central Bank Rates (%, end of period) 11Q1 11Q2 11Q3 11Q4f 12Q1f 12Q2f 12Q3f 12Q4f

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 1.00 1.25 1.50 1.25 1.00 1.00 1.00 1.00
Bank of England 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Swiss National Bank 0.25 0.25 0.00 0.00 0.00 0.00 0.25 0.25
Bank of Japan 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
Reserve Bank of Australia 4.50 4.50 4.50 4.50 4.50 4.50 4.50 4.50

Exchange Rates (end of period)

Canadian Dollar (USDCAD) 0.97 0.96 1.05 1.02 1.00 0.99 0.98 0.98
Canadian Dollar (CADUSD) 1.03 1.04 0.95 0.99 1.00 1.01 1.02 1.02
Euro (EURUSD) 1.42 1.45 1.34 1.40 1.42 1.42 1.40 1.40
Sterling (GBPUSD) 1.60 1.61 1.56 1.60 1.61 1.62 1.63 1.64
Yen (USDJPY) 83 81 77 80 82 83 84 85
Australian Dollar (AUDUSD) 1.03 1.07 0.97 1.00 1.02 1.04 1.06 1.08
Chinese Yuan (USDCNY) 6.5 6.5 6.4 6.3 6.3 6.2 6.1 6.1
Mexican Peso (USDMXN) 11.9 11.7 13.9 12.9 12.9 12.7 12.7 12.7
Brazilian Real (USDBRL) 1.63 1.56 1.88 1.80 1.79 1.77 1.76 1.75

Commodities (annual average) 2000-09 2010 2011f 2012f

WTI Oil (US$/bbl) 51 79 92 92
Brent Oil (US$/bbl) 50 80 112 112
Nymex Natural Gas (US$/mmbtu) 5.95 4.40 4.25 4.50

Copper (US$/lb) 1.78 3.42 4.00 4.00
Zinc (US$/lb) 0.73 0.98 0.99 0.99
Nickel (US$/lb) 7.11 9.89 10.50 9.00
Gold, London PM Fix (US$/oz) 522 1,225 1,565 1,675

Pulp (US$/tonne) 668 960 977 973
Newsprint (US$/tonne) 572 607 640 680
Lumber (US$/mfbm) 275 254 255 260

1 World GDP for 2000-09 are 
IMF PPP estimates; 2010e-12f 
are Scotia Economics' 
estimates based on a 2010 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 Scotia Economics 'Global Forecast Update' (www.scotiacapital.com/English/bns_econ/forecast.pdf) for additional 
forecasts & commentary.
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Source: Bloomberg, Scotia Economics. 

Canada 2010 11Q1 11Q2 Latest United States 2010 11Q1 11Q2 Latest
  Real GDP (annual rates) 3.2 3.6 -0.4   Real GDP (annual rates) 3.0 0.4 1.3 2.5 (Q3-A)
  Current Acc. Bal. (C$B, ar) -50.9 -40.3 -61.3   Current Acc. Bal. (US$B, ar) -471 -478 -472
  Merch. Trade Bal. (C$B, ar) -9.0 5.8 -14.3 -7.5 (Aug)   Merch. Trade Bal. (US$B, ar) -646 -729 -762 -737 (Aug)
  Industrial Production 4.9 5.7 2.3 3.1 (Aug)   Industrial Production 5.3 5.3 3.8 3.4 (Sep)
  Housing Starts (000s) 192 178 192 208 (Sep)   Housing Starts (millions) 0.58 0.58 0.57 0.66 (Sep)
  Employment 1.4 1.9 1.6 1.3 (Oct)   Employment -0.8 0.9 0.9 1.1 (Oct)
  Unemployment Rate (%) 8.0 7.8 7.5 7.3 (Oct)   Unemployment Rate (%) 9.6 8.9 9.1 9.0 (Oct)
  Retail Sales 5.5 2.5 4.1 3.9 (Aug)   Retail Sales 6.8 8.6 8.1 8.1 (Sep)
  Auto Sales (000s) 1561 1573 1573 1625 (Aug)   Auto Sales (millions) 11.6 13.0 12.1 13.2 (Oct)
  CPI 1.8 2.6 3.4 3.2 (Sep)   CPI 1.6 2.1 3.4 3.9 (Sep)
  IPPI 1.0 4.1 5.1 -5.3 (Sep)   PPI 4.2 4.9 6.9 6.9 (Sep)
  Pre-tax Corp. Profits 21.2 12.9 14.8   Pre-tax Corp. Profits 25.0 2.8 1.3

Mexico Brazil
  Real GDP 5.4 4.6 3.3   Real GDP 6.7 3.8 2.7
  Current Acc. Bal. (US$B, ar) -5.7 -4.2 -10.4   Current Acc. Bal. (US$B, ar) -47.4 -58.3 -43.4
  Merch. Trade Bal. (US$B, ar) -3.0 7.6 5.7 -22.0 (Sep)   Merch. Trade Bal. (US$B, ar) 20.2 12.7 39.3 28.3 (Oct)
  Industrial Production 6.0 5.2 3.4 3.1 (Aug)   Industrial Production 10.5 2.5 0.6 -1.6 (Sep)
  CPI 4.2 3.5 3.3 3.1 (Sep)   CPI 5.1 6.8 6.5 7.2 (Sep)

Chile Italy
  Real GDP 5.2 10.0 6.8   Real GDP 1.2 1.0 0.8
  Current Acc. Bal. (US$B, ar) 3.0 0.7 0.1   Current Acc. Bal. (US$B, ar) -0.07 -0.13 -0.08 -0.09 (Aug)
  Merch. Trade Bal. (US$B, ar) 11.6 16.5 15.5 3.9 (Sep)   Merch. Trade Bal. (US$B, ar) -39.1 -77.2 -45.6 -54.2 (Aug)
  Industrial Production 0.5 11.7 7.8 5.0 (Sep)   Industrial Production 6.5 2.3 2.1 3.8 (Aug)
  CPI 1.4 2.9 3.3 3.3 (Sep)   CPI 1.6 2.3 2.7 3.1 (Sep)

Germany France
  Real GDP 3.6 4.6 2.8   Real GDP 1.4 2.2 1.7
  Current Acc. Bal. (US$B, ar) 187.6 194.8 156.6 120.8 (Aug)   Current Acc. Bal. (US$B, ar) -44.5 -51.5 -81.9 -50.8 (Aug)
  Merch. Trade Bal. (US$B, ar) 201.2 208.6 209.3 236.7 (Aug)   Merch. Trade Bal. (US$B, ar) -39.0 -54.2 -52.0 -41.6 (Aug)
  Industrial Production 10.1 12.8 8.0 7.9 (Aug)   Industrial Production 5.1 4.7 2.1 4.4 (Aug)
  Unemployment Rate (%) 7.7 7.3 7.1 7.0 (Oct)   Unemployment Rate (%) 9.8 9.7 9.7 9.9 (Sep)
  CPI 1.1 2.1 2.3 2.5 (Oct)   CPI 1.5 1.8 2.1 2.2 (Sep)

Euro Zone United Kingdom
  Real GDP 1.7 2.4 1.6   Real GDP 1.8 1.6 0.6
  Current Acc. Bal. (US$B, ar) -77 -165 -120 -109 (Aug)   Current Acc. Bal. (US$B, ar) -56.9 -30.7 -12.2
  Merch. Trade Bal. (US$B, ar) 32.0 -71.1 -15.3 -53.6 (Aug)   Merch. Trade Bal. (US$B, ar) -152.4 -146.1 -160.0 -152.6 (Aug)
  Industrial Production 7.4 6.5 4.2 5.3 (Aug)   Industrial Production 1.9 1.6 -0.8 -1.0 (Aug)
  Unemployment Rate (%) 10.0 9.9 9.9 10.2 (Sep)   Unemployment Rate (%) 7.9 7.7 7.8 8.1 (Jul)
  CPI 1.6 2.5 2.8 3.0 (Sep)   CPI 3.3 4.1 4.4 5.2 (Sep)

Japan Australia
  Real GDP 4.0 -0.7 -1.1   Real GDP 2.7 1.0 1.4
  Current Acc. Bal. (US$B, ar) 195.9 193.9 75.4 63.3 (Aug)   Current Acc. Bal. (US$B, ar) -32.9 -41.7 -22.4
  Merch. Trade Bal. (US$B, ar) 74.6 30.9 -52.6 -3.4 (Sep)   Merch. Trade Bal. (US$B, ar) 19.3 22.0 49.5 45.6 (Aug)
  Industrial Production 16.6 -2.5 -7.0 -4.1 (Sep)   Industrial Production 4.5 -4.7 -3.3
  Unemployment Rate (%) 5.1 4.7 4.6 4.1 (Sep)   Unemployment Rate (%) 5.2 5.0 4.9 5.2 (Sep)
  CPI -0.7 -0.5 -0.4 0.0 (Sep)   CPI 2.8 3.3 3.6

China South Korea
  Real GDP 10.4 9.7 9.5   Real GDP 6.2 4.2 3.4
  Current Acc. Bal. (US$B, ar) 305.4   Current Acc. Bal. (US$B, ar) 28.2 10.4 22.0 37.2 (Sep)
  Merch. Trade Bal. (US$B, ar) 181.5 -8.4 186.0 174.2 (Sep)   Merch. Trade Bal. (US$B, ar) 41.2 29.0 33.3 51.5 (Oct)
  Industrial Production 13.5 14.8 15.1 13.8 (Sep)   Industrial Production 16.6 11.2 6.7 5.6 (Sep)
  CPI 4.6 5.4 6.4 6.1 (Sep)   CPI 3.0 4.5 4.2 3.9 (Oct)

All data expressed as year-over-year % change unless otherwise noted.
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* Latest observation taken at time of writing. 
Source: Bloomberg, Scotia Economics. 
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Interest Rates (%, end of period)

Canada 11Q2 11Q3 Oct/28 Nov/04* United States 11Q2 11Q3 Oct/28 Nov/04*
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 0.83 0.82 0.91 0.83   3-mo. T-bill 0.01 0.02 0.00 0.00
  10-yr Gov’t Bond 3.11 2.16 2.43 2.16   10-yr Gov’t Bond 3.16 1.92 2.32 2.05
  30-yr Gov’t Bond 3.55 2.77 3.06 2.83   30-yr Gov’t Bond 4.37 2.91 3.38 3.10
  Prime 3.00 3.00 3.00 3.00   Prime 3.25 3.25 3.25 3.25
  FX Reserves (US$B) 62.3 63.5 63.5 (Sep)   FX Reserves (US$B) 136.6 137.4 137.4 (Sep)

Germany France
  3-mo. Interbank 1.51 1.51 1.54 1.45   3-mo. T-bill 1.18 0.38 0.46 0.48
  10-yr Gov’t Bond 3.03 1.89 2.18 1.83   10-yr Gov’t Bond 3.41 2.60 3.16 3.07
  FX Reserves (US$B) 66.0 66.9 66.9 (Sep)   FX Reserves (US$B) 60.3 51.8 51.8 (Sep)

Euro-Zone United Kingdom
  Refinancing Rate 1.25 1.50 1.50 1.25   Repo Rate 0.50 0.50 0.50 0.50
  Overnight Rate 1.72 1.46 0.92 0.91   3-mo. T-bill 4.85 4.85 4.85 4.85
  FX Reserves (US$B) 317.2 311.1 311.1 (Sep)   10-yr Gov’t Bond 3.38 2.43 2.61 2.32

 FX Reserves (US$B) 79.7 78.9 78.9 (Sep)

Japan Australia
  Discount Rate 0.30 0.30 0.30 0.30   Cash Rate 4.75 4.75 4.75 4.50
  3-mo. Libor 0.13 0.13 0.13 0.13   10-yr Gov’t Bond 5.21 4.22 4.55 4.31
  10-yr Gov’t Bond 1.14 1.03 1.04 0.99   FX Reserves (US$B) 40.3 39.7 39.7 (Sep)
  FX Reserves (US$B) 1100.8 1160.7 1160.7 (Sep)

Exchange Rates (end of period)

USDCAD 0.96 1.05 0.99 1.02   ¥/US$ 80.56 77.06 75.82 78.21
CADUSD 1.04 0.95 1.01 0.98   US¢/Australian$ 107.22 96.62 107.00 103.42
GBPUSD 1.605 1.558 1.613 1.599   Chinese Yuan/US$ 6.46 6.38 6.36 6.34
EURUSD 1.450 1.339 1.415 1.374   South Korean Won/US$ 1068 1178 1105 1111
JPYEUR 0.86 0.97 0.93 0.93   Mexican Peso/US$ 11.714 13.897 12.999 13.487
USDCHF 0.84 0.91 0.86 0.89   Brazilian Real/US$ 1.563 1.879 1.672 1.751

Equity Markets (index, end of period) 

  United States (DJIA) 12414 10913 12231 11888   U.K. (FT100) 5946 5128 5702 5515
  United States (S&P500) 1321 1131 1285 1244   Germany (Dax) 7376 5502 6346 5966
  Canada (S&P/TSX) 13301 11624 12520 12371   France (CAC40) 3982 2982 3349 3139
  Mexico (Bolsa) 36558 33503 36727 36489   Japan (Nikkei) 9816 8700 8927 8801
  Brazil (Bovespa) 62404 52324 59270 58110   Hong Kong (Hang Seng) 22398 17592 20019 19843
  Italy (BCI) 1039 796 890 837   South Korea (Composite) 2101 1770 1929 1928

Commodity Prices (end of period)

  Pulp (US$/tonne) 1035 970 970 970   Copper (US$/lb) 4.22 3.23 3.62 3.60
  Newsprint (US$/tonne) 640 640 640 640   Zinc (US$/lb) 1.05 0.86 0.87 0.88
  Lumber (US$/mfbm) 237 240 229 226   Gold (US$/oz) 1505.50 1620.00 1741.00 1749.00
  WTI Oil (US$/bbl) 95.42 79.20 93.32 93.55   Silver (US$/oz) 35.02 30.45 35.42 33.95
  Natural Gas (US$/mmbtu) 4.37 3.67 3.92 3.84   CRB (index) 338.05 298.15 323.07 319.28
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forecast shall be taken as a representation for which The Bank or its affiliates or any of their employees incur any responsibility. 
Neither Scotiabank nor its affiliates accept any liability whatsoever for any loss arising from any use of this report or its contents. 
This report is not, and is not constructed as, an offer to sell or solicitation of any offer to buy any of the currencies referred to in this 
report. Scotiabank, its affiliates and/or their respective officers, directors or employees may from time to time take positions in the 
currencies mentioned herein as principal or agent. Directors, officers or employees of Scotiabank and its affiliates may serve as 
directors of corporations referred to herein. Scotiabank and/or its affiliates may have acted as financial advisor and/or underwriter 
for certain of the corporations mentioned herein and may have received and may receive remuneration for same. This report may 
include forward-looking statements about the objectives and strategies of members of the Scotiabank Group. Such forward-looking 
statements are inherently subject to uncertainties beyond the control of the members of the Scotiabank Group including but not 
limited to economic and financial conditions globally, regulatory development in Canada and elsewhere, technological 
developments and competition. The reader is cautioned that the member's actual performance could differ materially from such 
forward-looking statements. You should note that the manner in which you implement any of strategies set out in this report may 
expose you to significant risk and you should carefully consider your ability to bear such risks through consultation with your legal, 
accounting and other advisors. Information in this report regarding services and products of Scotiabank is applicable only in 
jurisdictions where such services and products may lawfully be offered for sale and is void where prohibited by law. If you access 
this report from outside of Canada, you are responsible for compliance with local, national and international laws. Not all products 
and services are available across Canada or in all countries. All Scotiabank products and services are subject to the terms of 
applicable agreements.  
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