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Global Economic Parspectives: A hard landing in China?
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As expected by 15 out of 29 analysts surveyed by Bloomberg Finance LP and
not by DB, the Bank of Canada announced that it was cutting its target for the
overnight rate from 0.75% to 0.5%, its lowest point since June of 2010. Given g
the improving domestic and external outlook and the BoC's relatively dovish
policy stance year to date, we expect that it will remain on hold well into next

yvear and don't expect it to begin to adopt a less stimulative policy stance until !
mid-2016. 2
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The RBA has left the cash rate unchanged, retaining the easing bias at the end S Ausraia NZ
of the July board meeting. There have been some minor tweaks in the
statement this month and there is nothing much strong enough to shift our
view that the cash rate is likely to remain at 2.00% for some time. o Carmient Sepe 1% Chec 35 Mar- 10 June 16
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The RBMZ will reveal the outcome of its latest review of policy settings on 10 gz 275 275 250 250 250
September. When it completed its last review in late July, the Bank concluded

that "At this point, some further easing seems likely.” We think that it is highly  soece St ek fessarc

likely that the Bank will act on that bias and reduce the OCR by a further 25bps

to 2.75% at this review. At the time of writing, the market is essentially fully

priced for such a cut and newswire surveys suggest that a rate cut is widely

expected amongst analysts.

BRICs Figure 4: BRICs policy rates

China

PBoC cut interest rate and RAR in August. Fiscal easing continued. We expect
growth may pick up in Q4 to 7.2% yoy from 7% in Q3 and Q2. The government 4
tried to depeg the currency from the US dollar, but it triggered global 20 |
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repercussions, which forced the government to stabilize the RMB exchange i W \g‘ i
rate by intervention. We expect one RRR cut in Q4 and four cuts in 2016, We - Tl g e -
expect no more interest rate cuts at least until the end of 2016. H\..___w .-r--—"'.,\m/’\“'w" .

L _
India 0

The RBI surprised with a 50bps rate cut in the September policy, reflecting its FeeTamoe e Eme o A

comfort with the path of inflation in the next 12-15 months, while recognizing Fne s A s
the need to support the economy in an increasingly challenging global
backdrop. Based on our inflation projection for FY17 (average CPl inflation of .. Cuirant Sep-185 Dec-15 Mar-16 Hur-ib
5.0%), we think ﬂ.'IEI'E_GDl:.ﬂd be scope for RB| to cut the repo rate one last time PBOC 200 200 176 176 176
by 25bps, but this will likely happen only after the government presents the - 675 675 675 BED  BED
Union Budget in February of next year, ' ' ' ' '
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In light of hawkish COPOM minutes reinforcing the BCB's commitment to
bring inflation to the 4.5% target in 2018, we expect another 50bp rate hike in  Sors Dessche ek fessacn
Juby,

Fussia

On 15 June, the CBR cut the key rate - from 12.5% to 11.5% - for the fourth
time in a row (from 17% introduced in December 2014) due to the shift in the
balance of risks towards support for economic growth vs. a lower inflation
environment. The CBR noted that it is ready to continue with policy easing if
inflation expectations decline further.
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