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Maturing Stimulus Effects On US Consumption? CONTACTS

United States, Personal Income / Consumption, % m/m, September: Efée&go;t}g; & Head of Capital Markets Economics
Actual:  0.2/0.4 Sco.tiaba;nk Economics

Consensus: 0.4/0.4 derek.holt@scotiabank.com

Scotia: 0.4/0.6
Prior: 0.4/0.5 (revised from 0.3/ 0.3)

United States, PCE / core PCE deflators, y/y % change, September:
Actual: 2.0/2.0

Consensus: 2.0/2.0

Scotia: 2.0/2.0

Prior:  Unrevised from 2.2/ 2.0

e The broad tone of the releases was broadly in line with expectations. Markets US Personal Saving Rate
. 12 -
are not materially affected. % SA
e The PCE and core PCE deflators were spot on with what we could infer from 10 +
the Q3 GDP accounts released Friday. Headline and core PCE were up 0.1% Personal Savinas Rat
m/m and 0.2% m/m respectively and as inferred from the Q3 tallies released 8 | e(:f‘:ef An?,uaFéD: ¢
on Friday. There were no revisions that affected the September estimates. Revisions)
That translated into unchanged core PCE in year-ago terms (2.0%) and a 6

decline in headline PCE from 2.2% to 2.0% yly.

e The spending figures were softer than expected for September, but that's fully
explained by upward revisions to prior months. If not for such revisions, real |
spending would have been up 0.6% m/m but the prior month’s 0.2% gain was P‘zgsr?:rat'osszi:;g;gte
doubled after revisions and ate into the September estimate. Meh. That still 0 L
leaves consumption up 4% in Q3 over Q2 at a seasonally adjusted and 00 02 04 06 08 10 12 14 16 18

. . s Sources: Scotiabank Economics, Bureau of
annualized rate as per Friday’s GDP release. Economic Analysis.

e Income growth met expectations based on the monthly inferences to Q3 GDP
accounts and after taking account of revisions.

e The personal saving rate fell two-tenths to 6.2%. We're back down to exactly
where it was late last year and before the transfer boost in Q1 that temporarily
boosted the saving rate.

e The saving rate remains relatively high after multi-year revisions were made
earlier in the year, but the effects of stimulus transfers during Q1 are definitely
maturing. The first round effect involves hording (income growth up and
saved at first) and the second round effects (saving down, consumption up)
are beginning to mature. In order to get continued consumer strengths in
future, we can’t rely upon income transfer effects as they’ve been redeployed,
so instead, we’re left with relying upon either a) a continued decline in the
saving rate to below where it was before stimulus; b) accelerating wage gains;
or c) improved access to credit.

e As areminder, see the chart below for what revisions to the saving rate earlier
this year did to the current estimate compared to the old estimate. There is
indeed more room for the saving rate to potentially move lower than was
thought to be the case before the revisions.
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This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections
contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein have
been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their accuracy or
completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct
or consequential loss arising from any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of
any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or trading
strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not constitute, a
recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation
23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed
as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other transaction. Scotiabank may
engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or
disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as
managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors,
brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may
receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers,
directors and employees of Scotiabank and its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any
issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be
reproduced without the prior express written consent of Scotiabank.

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital
markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; Citadel
Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; Scotiabank
Inverlat S.A., Institucion de Banca Mdltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. — all members of
the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is
authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is authorised by the UK
Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK Prudential
Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available
from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct
Authority and the UK Prudential Regulation Authority.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated by
the Mexican financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.
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