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The BoC is expected to leave rates unchanged at
its January rate meeting as downside external risks
outweigh recent growth numbers coming in
stronger than forecast by the Bank.

The January FOMC meeting will see policymak-
ers’ report projections of the level of the Fed
funds rate target deemed consistent with growth
estimates.

The January MPC meeting did not result in any
changes to the BoE’s monetary policy stance. We
expect that the Asset Purchase Target will be in-
creased by £50 billion to £375 billion in February.

After two consecutive rate cuts, the ECB left the
refi rate unchanged at 1.0% in January. We expect
a 25bp rate cut to be announced in February.

Evidence of benign inflationary pressures should
give the RBA more confidence that it can afford to
adopt a stimulative monetary policy stance, and we
expect a 25bp cut in the OCR in February.

The RBNZ will maintain its accommodative
stance until growth gathers meaningful momen-
tum.

Central Bank policy rates

Current Last
United States Fed funds 0.0-0.25 1.00 Dec. 16, 2008
Canada Owernight rate 1.00 0.75 Sep. 8, 2010
United Kingdom Bank rate 0.50 1.00 Mar. 5, 2009
Eurozone Refi rate 1.00 1.25 Dec. 14, 2011
Australia Cash rate 4.25 4.50 Dec. 7, 2011
New Zealand  Cash rate 2.50 3.00 Mar. 10, 2011
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Canadian real GDP growth Canadian and U.S. central bank policy rates

e The Canadian economy geared down a NOtCh in e overoner svestoed's e %
October with real GDP holding steady in the month \ P
although output was 2.7% higher than in October :
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e The BoC will stay focused on mitigating the
effect of external risks to the domestic economy
through accommodative monetary policy. P om w ws we ww ame ow e wn on W

Source: Statistics Canada, REC Economics Research Forecasted values: Source: Bank of Canada, Federal Reserve Board, REC Economics Research
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. U.S. real GDP growth U.S. core CPI inflation
e  US real GDP growth was revised down t0 an an- ..., st cuese B—
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nualized 1.8% in Q3/11, but the run of better than ex-
pected activity data suggest that growth accelerated to
close out 2011.
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e The January FOMC meeting will see the Fed
unveil its new communications policy tool through

which policymakers will seek to improve transpar- " wm e s ws or om s w0 2 o T
ency by providing interest rate forecasts. s Bt of Goren o, R ot s Forecasted voles: S s of o S, G EonisRsureh
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e  Economic releases out of the euro area continue —_ =ewse, qareroversaner .
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to be consistent with a contraction in output in . | ot
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Q4/11, and a near-term recession appears likely. ;

e The ECB left the refi unchanged at 1.0% at its
January meeting. Against a backdrop of a weaken- -
ing economy, we expect a 25bp rate cut to be an- .
nounced in February. 0

‘Source: Eurostat, RBC Economics. Researct h Forecasted values:| Source: ECB, RBC Economics Research
Bank of England
U.K. real GDP growth U.K. policy rate

e UK PMIs surprised on the upside in December e asroreame x
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and continue to point to positive, albeit modest, .. | roc
growth in Q4/11. 0s
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e The MPC left its policy stance unchanged in -
January, but we continue to expect that the risks to ™°
the economic outlook will result in a further £50 :: .
billion in assets purchases announced in February. — 2s °
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Australian and New Zealand

Reserve Banks

Australia and New Zealand GDP growth Australia and New Zealand inflation
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* Risks to the domestic economy emanating from ,

deteriorating global growth prospects will likely . foreest
prompt the RBA to adopt a more stimulative policy *

stance, and a 25bp rate cut is expected in February. . \/\
2.50% at its January rate meeting. The first move to \/
unwind last March’s emergency rate cut is unlikely A S St e o —_—

e The RBNZ is expected to hold the OCR at o
to come until Q4/12.
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