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The Fed re-affirms that each

. L We continueto expectthe Fedto hikein Q1
meeting remains live for a

2016.We expectthe ECBto cut policy rates

Central bank

BB H e BB BB policy hike. The Rikshankhas eased .
di ¢ The ECBhas signaled more by 20bpsand to announcean extensionto
. lvergence to . 9 QE(somethingakin to QEinfinity) at the Dec
@ increase easingto be announcedat the meeting
o % Dec meeting. '
M % ¢
M 23 A hawkish Fed rhetoric can
O 5 keep EM FXon the backfoot. We expect fewer/later hikes from EM CBs
D 1o S o But Chinarisks have easedin  (no more hikesforecastin 2015) and easin¢
<& EM FX . . . . s
1'. _1;’ COO0 OGS October, helping EMFX to from India and Russiato continue, with
v o » _ rally. Market complacencyon Indonesia cutting rates in Dec/Jan.
g § S 8 g § g B § % Turkey political risks remains
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THE TD VIEW

Trading Bias

Macro Outlook Key Risks

Asia-Pac

Energy

Precious
metals

Other
metals

Deviation from target* (% points) YIY%
[]

10
Above Target

As the headwinds from the dollar
and weak global demand abate,
we expect the economic recovery
to regain its footing in Q4.

Output rebounding in Q3 with
growth thereafter limited by
external headwinds. Speed
dictated by non-energy exports.

Steady growth but low inflation is
pushing some central banks to
act. BoE hiking, ECB and Norges
easing, Riksbank balanced.

Low inflation in AU and NZ
assisted by excess capacity and
low wages growth, but housing
remains hot on both sides.

Br a z irécéssion, CPl and
political risks getting worse.
Mexico gaining traction hinges on
US growth. CPI remains tame.

Good fundamentals in CE3, but
political risks rising as for Turkey.
Russia dips more into recession.
S. Africa still ailing.

Monetary easing to help growth in
India and Indonesia, while politics
and low oil prices remain a major

drag for Malaysia.

Demand
inventories

record
persistent

concerns,
and

surpluses to continue moderating
oil prices in coming the quarter.

Waning

impact of Fed hike

delays and market positioning to
unwind some of the recent gains.

Stabilizing China economy along
with recent new stimulus along
with muted USD rally should help

base metals to stabilize.

Inflation

2 6

Dec hike pricing has declined,
but global QE should keep the
curne flattening and continue to
pressure long-end rates.

BoC forecasted to be on hold at
0.5% until '17. Bear steepening
due to Fed hike in 6 1 6 Q24s
rich and 10s30s too steep.

EUR yields fall as depo rate cut
expected in Dec i schatz falls to
~-40bps, 3m Euribor to ~-20bps,
2s10s steepening.

RBA cut risks higher, hence bond
yields low, but not looking rich
yet. RBNZ to cut, but bonds fair
value now.

Biased to receive as market
implies +160bp vs T D 6 $0bp
forecast in Brazil and +110bp vs
T D 675bp in Mexico by end-

2016.
With dovish CBs and ECB,

steeper Poland and Hungary
curves, inverted in Turkey and
Russia (on easing), steep in S.
Africa.

The bias is for lower rates and a
steeper cune in India and
Indonesia. Malaysia rates higher
in 2016 on BNM tightening.

We remain strategically neutral
on the USD but benign policy
expectations suggest modest
upside pressure.

Rangebound. We like adding on
dips towards 1.3050/80.
Strategically sandwiched
between 1.28/1.34.

EUR pressure likely to extend
further, we prefer short EURJPY.
Riksbank on hold; fade NOKSEK
rallies.

New net long NZD \ia hawkish
RBNZ, hence softer tone needed,;
AUD higher on weak FOMC
hence year-end target now
$US0.71.

BRL carry remains attractive
despite risks. MXN penalized by
oil prices and high-beta status
during high vol periods.

We prefer short EUR/EM and
look for chances to re-enter
TRYZAR and PLNHUF shorts.
We like long USDTRY in 2016.

INR, IDR and MYR marginally
weaker vs USD, carry should fully
compensate for these moves. INR

to stay a low vol ccy.

Short Brent

Long gold/silver ratio

Long zinc/aluminium ratio

CENTRAL BANK MONITOR

Asof Next

Print

Current
Date Change % Date

The liftoff in rates will be
contingent on a reversal in
inflation momentum and the risks
continue to tilt to the downside.

Additional downdraft in
commodities or a stumbling US
economy will dramatically curtail
Canadian growth.

EM spillovers \ia lower trade or
weaker commodity prices; ECB
easing induces other European
central banks to ease further.

Weak Chinese manufacturing and
trade keeps commodity prices
lower into 2017; Fed on hold for
longer may prompt RBA cut.

Political risks and downgrades
are major risks for Brazil. Fed
hikes coming sooner than we
expect. Faltering risk appetite.

Fed rate hikes sooner than
expected. Politics, particularly in
Russia, Turkey and now Poland.
ECB policy missteps. China.

Fed tightening earlier than
expected. Corporate leverage, but
not in India. China slowdown and
political risks.

Non-OPEC production declines
are sharper than anticipated and
unplanned production outages in
the MENA.

Stronger US data turnaround and
a return to global stability could
bring Fed rate hike concerns
materially back into 2015.

Large scale China stimulus
announcement would spark short-
covering rally.

Central Bank Policy Rate

TD

12m Fcast bps

Mkt TD
-150-75 0 75 150
d 31 425

Nz ° 0.4 Sep 20Jan 29 Oct +0bp 2.75 10Dec +0 =
UK [} -0.1 Sep 17 Nov 8 Oct +0bp 0.50 5 Nov +0 =] +19 +50
us o 0.0 Sep 17 Nov 28 Oct +0bp 0.25 16Dec +0 i +37 +75
8 EZ Y -0.1  Sep 30 Oct 22 Oct +0bp 0.05 3 Dec -20 | -3 -20
(ON Sweden LS 0.1 Sep 12 Nov 28 Oct +0bp -0.35 15Dec +0 +10 -0
Japan Py 0.2 Aug 29 Oct 7 Oct +0bp 0.10 30 Oct +0 -5 +0
Canada o 1.0 Sep 20 Nov 21 Oct +0bp 0.50 2 Dec +0 3 -16 +0
Australia PY 1.9 Sep 1Nov 6 Oct +0bp 2.00 3 Nov +0 -35 +25
Norway ° 2.1 Sep 10 Nov 24 Sep -25bp 0.75 5 Nov +0 -28 +0
China 1.6 Sep 10 Nov
India FS 4.4 Sep 12 Nov 29 Sep -50bp 6.75 1 Dec +0 i n.a. -25
,g Hungary ° -0.4 Sep 10 Nov 20 Oct +0bp 1.35 17 Nov +0 -5 +0
E¥a Poland ° -0.8 Sep 2Nov 6 Oct +0bp 1.50 4 Nov +0 = -40 +0
‘25 Mexico N 2.5 Sep 9 Nov 21Sep +0bp 3.00 290ct +0 - +109 +75
o)l S Africa 4.6 Sep 18 Nov 23 Sep +0bp 6.00 19Nov +0 +82 +75
% Malaysia ¢ 2.6 Sep 20 Nov 11 Sep +0bp 3.25 5 Nov +0 - +14 +50
a7 Indonesia < 6.8 Sep 2Nov 150ct +0bp 750 17 Nov +0 E_ n.a. -25
LIEJ Turkey * 8.0 Sep 3Nov 210Oct +0bp 750 24 Nov +0 —— n.a.  +250
Brazil * 9.5 Sep 6 Nov 21 Oct +0bp 14.25 25Nov  +0 +182 +0
Russia ® 157 Sep 5Nov 11 Sep +0bp 11.00 300ct -50 — na.  -200

Current & Fcast for 2015

*Deviation from avg since 2007 for India, which does not have an inflation target.
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View from the Top Year Ahead G7 GDP Forecasts
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Snapshot Us

MACRO

USeconomicgrowth momentumis expectedto slowto a
subpar 1.5% g/q pace in Q3, reflecting a dramatic
downshiftfrom the buoyant3.9%aq/q performancein Q2.
The slowdown in economic growth, along with the subd
inflationary backdrop and weakening labor market
activity, will continueto arguefor cautionat the Fed.The
outlook for growth remains favorable, as the Q4
performanceis expectedto reboundto respectable2.5%
pace.

RATES

Markets had lowered the odds of a 2015 rate hike
considerablyplacingsteepeningpressureon the curveas
the Fed's decision function has become less certain.
Volatility has abatedsomewhat,but yields haveremained
lower as heightenedprospectsof additional ECBand BO.
easingmaintain bullish pressureon already low global
rates. Despite recent steepening, we see advantagein
3s10s and 5s30s curve flatteners.

FX

The} { 5redr-termfundamentalsremainmixedamidFed
dithering and a slowingUSeconomy. Technicallythings
are looking better on some fronts, suggestingpositive
momentum could draw in buyers chasingstrength into
year-end. We remain strategically neutral the USDand
look for choppy price action overall to continue until
clarity emergeson the Fedpath, but expectationsof future
tightening look increasingly priced in.

TD FORECASTS - United States

100d Spot+4q

Fed Mandate Remains Elusive

30 4 —Fed Objective Function (FRB St. Louis)
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T T T T T T
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Spread to Germany
100d Spot+4q

histor fcast

Spot 12/15 3/16

feast pot12/15 9/16 12/16
- / 025 025 050 075 1.00 1.00
- _// 004 005 025 050 075 0.75
o i o v
- / 070 070 1.00 125 150 1.55
e
-"""’Mw 7 146 150 175 180 200 205
-M /”J 2.09 215 235 235 245 250
-M LS 287 200 310 310 320 320
USD/IPY m N, 121 120 123 123 120 116
EURIUSD Rt —,_+ 110 110 108 106 110 112
GBP/USD LN // 153 155 157 158 1.62 1.65
USD/CHF W \\ 099 098 096 096 093 0.92

1.00

0.80

1.65

2.15

2.60

3.25

118

1.15

1.64

0.91

1.25

1.05

1.80

2.25

2.70

3.35

120

1.64

0.94

)/ AN

={ 17t

20

43

104

158

163

168

40

50

110

165

180

180

aAfftlydadz NI Ay

—

bSRoOwdzY LISt o
SyoLaal x

all

NRA &l daha
DSYyl RA&@ ®D2 f
/ KSy3ad/ KSyxi

NI X

T« B3 ¢ ¢ S

65 90

65 90
135 150
175 170
145 125
185 140
SXiRas$s
a S Otz
SNEXGR
S OdzNA a
R& S OdzN
S Odzdd o

115

115

165

160

115

115

160

145

100

120



Global Markets

29 October 2015 | TD Securities

Snapshot Canada

MACRO

Renewedglobal headwindsnotwithstanding, tracking for
Q3 growth points to a solid 2.5%bouncefrom a first half
contraction.Non-energyexports continue to respondto a
weaker CADand strengtheningprivate sector demandin
the United States. Domestic demand outside of the
resourcesectoris alsoholdingin reasonablywell. Expec
moresubduedgrowth headinginto 2016 that will keepthe
Bank of Canada firmly on hold.

RATES

On hold BoCwill keepthe front-end of the curveanchorec
aroundcurrentlevels buttheriskaroundpolicyis skewed
towards further easing so we think 2s are more likely tc
45 bpsthan 65 bpsin the near-term.5s and 10s will bear
the brunt of tighteningin the US,but 10s (and especially
J24s)look like a better candidatefor short positionthan
5s. 10s30s should flatten when yields rise.

FX

We remain medium-termbears on the CADas persistent
weaknessis required to offset Canada's competitive
disadvantage.The economic adjustment will take years
but we think a period of rangetrading lies aheaduntil a
policy catalystarrivesto push USDCADigher. This will
likely haveto be Fedinducedasthe Banklooks contentto
remain sidelined for the next several months. We like
adding on dips towards 1.3050/80.

TD FORECASTS - Canada

100d Spot+4q
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An Extended Period of Consolidation is Consistent within
Bull Markets
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Snapshot: Australia
MACRO Aussie major bank mortgage rate lift
Housing-relatedactivity is solid, suchas finance,credit 75 - y the first since early 2012
and houseprices. Asauction clearanceates havesaggec 50 L °
manyare callingfor an earlypeak. Themajor bankshave 25 Westpac
lifted owner-occupiemmortgagerates to reflect higherrisk 00 CBA
weightings the first out-of-cyclehikes since2012,but not ' —NAB
unexpected. Confidenceexports and retail saleswere all 75 ¢ ANZ
solid in Aug, offset by a rather weak Sep qtr inflation .50 |
report. .25
.00 L\ \
RATES 75 - ku
The RBAwas neutral at its 6 Oct Board meeting and the S0 T
Minutes were a tad hawkish. But OIS/bondsare looking ‘-25 1 N ‘ " N ‘ 1 N ‘ " N ‘ L
ahead,and with weakinflation and out-of-cyclemortgage ov- ov ov ov- oV
rate increasessincethen a retaliatory RBAcutis pricedat Source: Bloomberg; TD Securities
45%forvneAxtvweeI_<,§nd BO%p_rlcedfor Christmas andfully OIS pricing -25bp for RBNZ and -50b p
LINA OSR o6& CSO0 Hnamc® 52y0Q for RBA despite neutral stance
%
350 |
FX 300 f e RBMZ cash rate
— NZD 12m OIS
TheAUDreached$US0.738wo weeksagoon hawkishRB/ e RBA cash rate
noises and China concernsdropped off the radar. We 250 e AUD 12m 0I5
upgraded our AUD year end target to $USO0.71 (from
$US0.68ps the RBAIis highly unlikelyto cut by yearend, a0 b
disappointing the bears, global growth concerns have
faded, and politics is supportive for growth.
150 . . . .

Jan-15 Mar-15 May-15 Jul-15 Sep-15 Mow-15

Source: Bloombery, TD Securities

TD FORECASTS - Australia Spread to US
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Snapshot: New Zeal and
MACRO New Zealand's terms of trade decline is
. . hind Al lia'
Dairy price bounce has boosted exports and 1450 - years behind Australia’s
business/consumeconfidence,net migration postsfresh - 1150
. . . e Terms of trade - NZ
highs. Inflation at 0.4%/yr low, but asthat includeslow 1350 - ToT AUD
oil and a slidein governmentcharges the trough is here. ° r 1050
Expectthe unemploymentrate to pick up to 6%as rapid 1250 | . 950
migration inflow fails to secureemployment,supporting
expectationsfor a return to 2.5%cashrate (just not quite - 850
adz2NB ¢KSy 3IASOSY w. b%Qa Lk 1150 4 ,
- 75
1050 -
RATES - 650
TDand consensusxpectsa return to a 2.5%cashrate by 950 - : : : : 550
. . . Jun-00  Jun-03 Jun-06 Jun-09 Jun-12 Jun-15
year end, only a tiny minority lower than that. Our NZGE
forecasts are on track, but we remain alert to yields Source: StatsNZ: ABS: TD Securities

tradingtoo far below 2.5%,a sell zone as the economyis

nowhere near recession despite local chatter. NZ: rising unemployment fits Dec OCR

cut, but afloor at 2.5% is likely

7ok
65 F 2
6.0 3
FX o 4
' DR %
TheRBNZncorporatesa muchlower TWI,lookingfor 66.3 50 b invertedRHS 13
by mid-2016,a 10%depreciationfrom currentlevels. Net as | 1&
specpositioninghas turned to net long, consistentwith '
NZDcloserto $US0.75! We lifted our year-end target to 40+ 17
$US0.65 on the hawkish RBNZ and dovish FOMC 35 ¢ 18
combination. 30 ) ) ) e g
Dec00 Dec04 Dec0s Dec-12 Dec-16

Source: Statsh F Bloombery, TD Secunties

TD FORECASTS - New Zealand Spread to Australia
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Snapshot: Eurozone
MACRO Front end yields tracking the depo rate:

Schatz to fall to -40bps on expectations of
After a strong start to the year, growth momentum is Dec depo cuts
slowingin 2015H2 and choppydata over the summeron 257
accountof auto productionholiday scheduleshas led to ’ — REF
some (largely misplaced) speculationthat slowing EM Deposit rate
growth is hitting the euro area hard. In fact, euro area 15 4 —— Eonia
growth remainsrelatively healthy,but inflation prospects )
remain low, setting the stagefor further ECBeasingin 1 2y yields
December.

05

RATES 0
After a dovishOctpressconferencewe expecta cutto all 05 . . . . .
policy rates by 20bps,a less firm lower bound & QE- 0110 0111 012 0113  0L14  0L/15
extension (akin to QE infinity) at the Dec meeting. We Source: TD Securities

forecastSchatz~ -40bpshby YE,2s10ssteepening(2yrates
fall, 10s drifts higher on Fed hike prospects),10y Bund-
USTspreads to narrowin Q mfurgher fall in 3M Euribor& 1.45 20
widening(more ¢ @ BWRUSDasisswaps (we expectthe
5Y basis to test the -50bps floor).

Policy Back in the Drivers Seat for EURUSD

1.40

1.35

-20
1.30

FX

1.25 -40
Draghiall but pre-announcedurther ECBeasingto come
in December,returning the focus to downside risks for

EUR.Still, the Eurozoneeconomyremains resilient amid

1.20 60

1.15
-80

record BoPsurpluses We think EURJPNas more room to 110 EURUSD (hs)
extend on the downsidethan EURUSIQut both may trade 105 ——EZUST 2s Spread (bps, ths) -100
to fresh lows for this cycle in coming weeks. 100 120

Jan-2013 Jul-2013 Dec-2013 Jul-2014 Dec-2014 Jun-2015

Source: Bloomberg; Sentix based on % of respondents

TD FORECASTS - German Rates and Euro Spread to US

100d Spot+4q 100d Spot+4q
histor fcast Spot 12/15 3/16 9/16 12/16 histo fcast Spot 12/15 6/16 9/16 12/16

Q
Z

0.05 -0.15 -0.15 -0.15 -0.15 -0.15 -0.15 -0.15

-20 -40 -65 90 -115 -115

-0.39 -0.45 -0.40 -0.40 -0.40 -0.40 -0.30 -0.30 -43 -50 -65 90 -115 -115

‘—‘\\ -104 -110 -135 -150 -165 -160
s

}
5

el CANNNTT

-0.34 -0.40 -0.35 -0.25 -0.15 -0.05 0.05 0.15
-158  -165 -175 -170 -160 -145

0.46 035 090 110 130 150 1.60 1.70

T P i,
Ay
012 015 000 020 040 060 080 1.00 /™)
e, 163 -180 -145 -125 -115 -100

1.20 110 125 170 1.8 200 210 215 -168 -180 -185 -140 -135 -120

110 110 1.08 1.06 110 112 115 115 WAOK®YSff 8XURaASOdzNAaSa®02Y
WI Olj dzA @52 dz3f | 8X G R&SOdzNRA o S & P
0.72 071 069 067 068 068 070 070 W| YS& w2aaAliSNXIRASOdzNA o Sa P
- wSydzZl  PCSNY I yRST X R&SOdzNR o S
EUR/CHF 1.09 1.08 1.04 102 102 1.03 1.05 108
bSRowdzY LISt oy XGRaSOdzNA 0 Sa 02"
W 132 133 133 130 132 130 136 138 g | | qu”_ 341 XGRaASOdMNN o Sﬁmég YT



Global Markets

29 October 2015 | TD Securities

Snapshot: Uni ted Kingdom

MACRO yly ~ The Composition of UK Demand is Rotating
While GDPgrowth remains fairly robustin 2015, it is a 7.0% 1 Manufacturing Output

year of adjustment for the UK economy, with 6.0% - Services Output
exporting/manufacturindgirms feelingthe stingof a higher 5.0% -

GBPwhile the domestic/servicesside of the economysees
healthy growth. Slackis eroding, real wagesare growing
strongly, confidence is high, and inflation should
acceleratein 16H1,settingthe stagefor a Bankof Englanc
hike in May 2016.

RATES

The market continuesto price in a very shallow hiking
cyclefrom the BoEwith the first 25bps hikein bankrate

2010 2011 2012 2013 2014 2015

currently pricedin for v m Q @uar kbuseview remainsfor Source: Haver/TD Securities
a hike in May16, a couple of months after the Fed.Given
this we expectfront end steepeningas the market movesin Still Neutral On GBP

linewith our viewand would favour a re-steepeningn the
L H6/L H7 spread- currently low at 33bps, and favour
5s10s and 5s30s curve flatteners. 1.70

1.75 50
40
30
20

FX
10
The GBPcontinues to lag other major currenciesin the

. 155
near term as markets have priced out chances of near-

UK rate hikes.We think this will prove temporary as we 1.50 GBPUSD (hs) 10
expectthe BoEto follow the Fedin H1 nextyear.Wethink s 25 Spread (bps, rhs) -20
GBPwill outperform againstthe EURand somecommodity 145 -30
crosses,particularly versus CADand NzZD.For now we 1.40 -40

Jan- Mar- Jun-  Sep- Dec- Feb- May- Aug-

remalntactlcally neutral. 2014 2014 2014 2014 2014 2015 2015 2015

Source: Bloomberg

TD FORECASTS - United Kingdom Spread to US
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Snapshot: Scandies

MACRO 120 1 PMIs Point to Significant Divergence in r 60
Scandies

While the macroeconomicpicture continues to remain
firm in Sweden,the Riksbankis vigilant to any rapid 110
appreciation in SEK and will continue to ease if
ySOSaal NE 1S hghisfCexpectedE€Beasingin
December Norwaycontinuesto adjustto lower oil prices,
with both the governmentand Norges Bank now in the
stimulus game. The wealth shockthere will take yearsto 90 -
play out, and downside risks remain significant.

100 -~

80 -
RATES

TheRiksbanksoundslike a reluctanteaser.Sowhileshort 70 , , , , 42
end rates have set new lows with the next round of ECE 2011 2012 2013 2014 2015
easingon tap, we are hesitantto price in lower yieldsin Source: Haver/TD Securities

Sweden.So,if we moveto a situationwhere globalgrowth
looks better but the ECBstill delivers, we suspectthe _
Riksbankwill not follow. Sothe Swedishshortend maybe 199 NOKSEK: Spot vs TD Fair Value Model
increasinglyvulnerable, but there is scopeto still be

X : 1.20
received in Norway. 118

1.16

FX 1.14 -
Anotherround of easingby the ECBmaypushthe Riksbanl iz |
to respond, but the domestic economy continues to 108 -
improve. Thiskeepsus positiveoverall on the SEKbut we ’
are mindful of significantsupportat 9.20 for EURSERhe 1.06 1
outlook for NOK remains bearish as we expect more 1041 ——— NOKSEK "Eair Value"
NorgesBankrate cuts amid an energy-inducedslowdown. 1.02 1
Sell rallies in NOKSEK. 100 |~ NOKSEK Spot
0.98

Jan-12 Jul 12 Jan 13 Jul 13 Jan 14 Jul 14 Jan 15 Jul 15
Sources: Bloomberg, TD Securities

TD FORECASTS - Norwegian Rates and Scandie FX Spread to US
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Snapshot: CHF

C. Net Portfolio Flows Remain Firm (Bn Chf)
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Snapshot: JPY
C - Japan's REER Is At Historical Extremes
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Snapshot: E ME A

Polandand Hungaryexhibit sound activity in spite of a 210 Depreciation
softer momentum and negative inflation. Elections in vs. USD
Poland may lead to a governmentproneto somefiscal 190 -

relaxation.Low oil prices and sanctionsare not helping == EM Basket

Russiaexit recession.S.! ¥ NJ& eddnddis still ailing. & 170 - ===PLN
¢ dzNJ| d8awvih aurprisedin Q2,but will likelydecelerate % HUF
in Q3and end 2016 below 3%.Political uncertaintyis set Q 150 1 —RUB
to remain after the Turkish election. g —TRY

130 - e ZAR

Appreciation

RATES 110 -
vs. USD

Alikely augmentationof 9 / . QE&Ay end-2015introduces 90 - - - - - - -

a dovishbias for CEEWe now think that Hungarys 2 y Jan-14 Apr-14 Ju-14 Oct-14 Jan-15 Apr-15 Ju-15 Oct-15
i X X K Source: Bloomberg, TD Securities

hike until end-Q42016.1n Poland,policyaccommodatior

will be fostered by the newgovernmentsowe R 2 yexpéct

hikes until 2017.1n TUrkey,We now see 250bp of hikes Term structure of major EMEA swaprates

from March 2016, but only if the Fed pulls the trigger. S.

Africato stayput until Q1,while Russiashouldcontinue IRS (HUF)

easing this year and next. 12.0 Xcey (RUB)

100 \ Xcey (TRY)

FX = |RS (ZAR)

8.0 _—

14.0 IRS (PLN)

TheOctoberrally has reversedmost of the prior EMEAFX
undervaluationinto fairer pricing. Extensionof 9 / . QE 6.0 1
shouldpositivelycompoundwith moredovishimplied Fed
expectations, but China worries limit the upside. On
balancewe seemost EMEAFXstablevs USDand EURNto 20 4 ’k_
year-endand marginalupsidefor RUBand TRYwith more
weaknessto materializein Q1 2016. Major risks stand 0.0 T T T T T T T

. ()4 2Y a4y 6Y 8y 10Y 12y 14Y
with TRY and ZAR on local developments. N
Source: Bloomberg, TD Securities
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TD FORECASTS - EMEA Policy Rates and FX Spread to Germany
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Snapshot LATAM

MACRO

NJ TGDPiheadingtowards a contraction of -3%in
2015 and -1% next year. This is where we adjust our
forecasts. We also see a faster C/A correction than
previouslythought at -3.5%o0f GDPthis year (from prior -
4%) and continuing into 2016. But the most serious
problems remain high CPI and political instability. Aga
this backdrop,a S E A @cbinic activity continues to
gain traction in a non-inflationary environment.

RATES

Inflation in Brazilwill remain elevatedfor a long period,
asthe BCBnotedin October.Thisshouldconvincethemto
keep the Selicrate at 14.25%at leastuntil Q4 2016,and
easeonly when CPlstarts convergingto target. In Mexico,
however,inflation remainsanchoredwell below target so
Banxicog 2 yféelithe urgeto hike until the Fed pulls the
trigger, leadingus to expecta total of +75bpin 2016 to
mimic our Fed forecast.

FX

BRL undervaluation has partly reversed, but political
uncertaintyremainsthe biggestobstacleto further gains
USDBRIailedto drop below3.75 andwe now seeit higher
than in our prior forecast. YetBRLis an attractive carry
trade as we continueto forecastless depreciationthan
forwards and consensus We forecast weaker MXN on
depressedoil prices and higher vol around March 2016,
but see lower USDMXN in H2 2016.

TD FORECASTS - Latam Policy Rates and FX
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Snapshot EM ASI A

MACRO

Leadingmacro indicators show signsof fatiguein India,
but the consumeris regaining momentum. RBI easinc
shouldlead to increasedlendingwhile inflation remains
benign. Industrial activity in Indonesiais still cooling
down on low commodity pricesand China.CPIwill fall by
year end, helping Bl ease rates, while the government
implements four stimulus packages.a | f | & &vde$
NEZ2t @S | NRdzyR 2Af LINA OSa

RATES

Accommodation from L y R ARBRwill continue, but
unlikely before the Februarymeeting as 50bp of easing
havealreadybeen frontloaded in SeptemberL y R2 y
Bl has anticipated intentions to cut rates, but they are
likelyto waituntil CPIfalls in December/Januarywehave
removeda hikein Q2 as we now think market reactionto
Fed tightening will be contained. Malaysiashould hold
until H1 2016 and then hike on Fed pressure.

FX

On the heels of macroeconomicoutperformancevs EM
peers,we have upgradedour INR forecastand now see
USDINRpeakingat 66.5in Q2 2016 vs 67.30 previously
We also think IDRwill adjusthigherto 13,500/13,700in
2016, after peaking at 14,000 in Q1, but this is a
significantimprovementvs our prior forecast.Finally,we
seeMYRstretchedgivenpolitical and fiscalrisks that we
think will lingering in 2016.
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Anal ytics at a Gl ance

G10 RATES AT A GLANCE

1-Month Correlation Spreads (bps) History and Forecasts
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G10 FX AT AGLANCE
Tech 1-Month Correlation Mkt Positioning History and Forecasts
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