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developments.

I think there are key points that counsel caution in terms of taking the softness as a literal
reflection of what’s happening to the Canadian consumer. Noting these points will be

Chart1 followed by recapping the key observations in the data.
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Retail Volumes Levels, 2012$

Nominal Retail Levels This is vividly shown in chart 3. Folks found something else to do with their time and
Sources: Scotiabank Economics, Statistics Canada.

money as they distanced themselves from the pandemic.

A caution is that we're mixing apples and oranges in terms of concepts here so just treat
the point as a general one. We are comparing retail sales volumes of goods sold versus
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overall consumption value-added in GDP accounting and they are not directly comparable, but they both control for price effects and I'm
comfortable with the general point being made here.

This wedge between the two types of evidence is because Canadian retail sales exclude restaurants, bars, hotels, airlines, other modes of
travel, ticket purchases (concerts, sports etc) and financial transactions and basically anything that is service oriented. They also exclude
online purchases through foreign e-commerce sites (eg. Amazon.com, but Amazon.ca is included). In essence, retail sales don’t capture any
of the great rotation toward services spending. That’s a uniquely Canadian thing. The US, by contrast, seeks to include at least some of this
type of spending by including, for example, spending at eating and drinking establishments.

Statcan produces separate figures for the dollar value of spending at food service providers and drinking places (mostly bars and
restaurants in plain English...) but the data lags and only goes up to May with June due in the coming days and July data a long way off.
Chart 4 shows how this type of spending has been strongly advancing but again, this is not included in retail.

We see this macroeconomic trend being reinforced by earnings reports as companies serving the nondurable consumption sector have
underperformed companies like airlines. Within these sectors there is also wide latitude for varying performance by individual companies.

DETAILS—NO BREADTH BEYOND AUTOS

Nominal sales have been trending around little change of late. They were revised a tick lower to a 0.1% m/m gain in May. Then June’s
advance guidance that sales were roughly unchanged was on the mark with sales up only 0.1% m/m. Advance guidance for July points to a
0.4% lift.

The volume of sales fell by 0.2% m/m in June. We don'’t get anything from Statcan about July other than nominal sales guidance, but the
0.4% gain probably means that volumes were little changed last month in light of CPI.

That means that retail sales volumes fell 3.2% qg/q at a seasonally adjusted and annualized rate in Q2 after a 5.2% Q1 gain with -0.7% baked
in for Q3 based on Q2 and assuming July's volumes are little changed. Chart 5.

There was fairly high breadth to June's softness by sector in both dollar value (chart 6) and volume terms (chart 7). Vehicles and parts were
up 2.5% m/m SA led by new auto sales and 'other' which is ATVs etc. Sales ex-autos fell 0.8% m/m. Most of the rest of the report was soft
and so this is basically an autos report. What is being spent on autos and services leaves little else to consider but that does not for one
second mean that consumers are not spending.

Chart5 Chart6 Chart7
Canadian Real Retail Sales Growth Weighted Retailer Contributions to June Weighted Retailer Contributions to June
12 ¢ a/q%change, SAAR Nominal Retail Sales Real Retail Sales
Vehicles & Parts Vehicles & Parts
Miscellaneous Sporting Goods
Gas Stations Miscellaneous
Sporting Goods Furniture
Furniture Clothing

Health & Personal Care Health & Personal Care

Building Materials

Clothing
- . Electronics
Building Materials
L Gas Stati
-6 N Electronics as >tations
O N A A AV A A AV AP AP
N PN S SN A A A (A SN ZOA Food & Beverage
FFFIFFY PN Food & Beverage g
Sources: Scotiabank Economics, Statistics Canada. General Merchandise ppts General Merchandise . ) ppts
' ' ' 050 000 050 100
-0.5 0 0.5 1

Sources: Scotiabank Economics, Statistics Canada. Sources: Scotiabank Economics, Statistics Canada.

Global Economics 2



Scotiabank. SCOTIA FLASH

August 23,2023

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; Scotiabank Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institucion de Banca Multiple, Grupo
Financiero Scotiabank Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, 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 authorized 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
authorized 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, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat 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.

Global Economics 3



