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Some Good News On Covid

Delta Wave Eases
Deaths with Covid-19 are slowing in U.S. hospitals

B Covid deaths / Seven-day average

3K deaths




Supply Chain Disruptions,
Worker Shortages and

Soaring Prices are Slowing
The Recovery




Supply constraints
mean that policy
stimulus is now
partly fueling price
gains rather than
real spending and
production.
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US Leads the Recovery

Roaring Back
The U.S. recovery has been faster than other developed economies

B Forecast change in GDP over 3 years through 2022
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US Growth 6.6% in Q2—Likely 5.0% Growth in Q3

GDP 2021
Growth %
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Spending Power
Change 1n net disposable household income, 2020-21 vs 2018-19
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Source: OECD Economic Outlook, May 2021 Bloomberg



Canadian
Economy
Dipped -1.1%
in Q2 On

Weaker Home
Sales and
Exports




Canadian Growth Likely Rebounds in Second Half

Q2 GDP DROPS INTO NEGATIVE TERRITORY

Quarter over quarter percentage change, annualized rate Global GDP 2021
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Consumers Spending
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Real Personal Consumption Expenditures




Automobile Sector Hit Hard by Shortage of Chips

* New and Used Car Prices Rising
« Car Sales Are Down

Auto Inventories ) ' US New Vehicle Sales




The car industry initially ran into y
trouble by backing out of chip orders '

during last year’s first pandemic
lockdowns, ceding its spot in line to
sectors that saw demand surge
when consumers were forced into
guarantine




Business Investment On Upswing

(y/y % chng)

Real Non-Residential Business Investment




Global Capex Will Surge 13% This Year and Next

Capex in sectors that
benefited from lockdown
and remote work have

been supercharged by
the pandemic




Spend, Spend, Spend
S&P's latest estimate suggests that capex will surge 13% this year

B Non-financial Capex change (YoY, real, USD) B Forecasts

| | | | | | I | | I | I | | | | | |

2005'06 'O7 '08 09 10 11 12 13 "4 15 16 W 1B 9 20 21 2022

Source: S&P Global Market Intelligence, S&P Global Ratings
Note: Universe is Global Capex 2000







Economic Upgrade
U.S. investment in equipment, structures and software has been solid for past year

B Change in non-residential fixed investment (QoQ, SAAR) M SMAVG (4) (GPDINRCY) 13.4 =30
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Capex Boost
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Little Slowing in House Prices
EEiS“I’H] HOMEes (y/v % ching : 3-mnth m.a.)
Sales




Fiscal Policy Retrenchment Will Be A Drag On Growth in 2022 And 2023

Biggest Cliffs
The coming budget retrenchment will be among the sharpest in history

B Change in .S, budget balance from vear earlier
+15 ppts of GDP
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Source: White House Office of Management and Budget







COVID INFLATION IS EVERYWHERE—BUT US HAS THE
HIGHEST INFLATION RATE IN THE G/

American Exception?
Actual and forecast consumer-price inflation

LLS. Euro Area / Japan / UK. Canada

2019 2020 2021 2022

Source: Official data / Bloomberg economist surveys
Note: Actual CPI data through August for Euro Area, July for other countries




Longer Delays and Bigger Mark-Ups In The US As Consumer Demand
Strengthened

American Premium
Gap between U.S. and rest of world in...

...delivery delays ... markups
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Source: Institute of International Finance
Note: Y-axis measures gap in ~Z-scores’ (distance from average) between US

and global medians. Positive score = longer delays /bigger marlups in U.5.




Double-Figure Producer Price Inflation
Industry's input costs are rising at the fastest rate since 1981

BLS PPI Finishied Goods N5A YoYh - Last Price ®US PPl Final Déemand Yoy NSA - Last Price

1985-1989 ' 1990-1994 @ 1995-1999 ' 2000-2004 2005-2009 2010-2014 2015-2019
Source: Bloomberg
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US August CPl Growth Cooled, Smallest Gain in Seven
Months

Downtick in Price Pressures
U.S. headline and core CPI both rose by less than forecast in August

W CPI (MoM, SA) ~ Core CPI, excluding food & eneray (MoM, SA)

Aug Oct Dec Feb Apr Jun Aug Oct Dec Feb Apr Jun
2019 2020 2021

Source: Bureau of Labor Statistics, Bloomberg survey




Embedded Inflation Triggered By Rising Expectations
Flowing Into Higher Wages

Geographical Expectations
Northeast 3-year price expectations flat as other regions see arise

/ West / Midwest ./ South MNortheast
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Source: Federal Reserve Bank of New York




Low-Wage Earners Hit Hardest Are Now Seeing
Strongest Wage Gains

Wage Growth Tracker by Wage
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Canadian CPI Inflation Slowed A Bit in August, But Y/Y
Pace Roset04.1%

Price Pressures
Canada and U.S. inflation trending upward




COST OF LIVING

Month over month per cent change in selected housing

categories

- Homeowners' replacement cost — Mortgage interest cost
Owned accomodation  Property taxes, other special charges
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Inflation Hotspots
Surging food prices are especially affecting emerging markets

Price increase less than 2% 2-5% 5-30% MW =>30%

Source: World Bank
Mote: Data is for the most recent month available in each distinct economy, as of
July 29.




Commodity Prices Add To Inflation Pressure

Bank of Canada Commaodity
S&P GSCI Price Index




Lumber Prices Have Retraced Gains

Lumber (USDV1000 board feet) B35 70 5.7 (+1.359%
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European Natural Gas Prices Surge More Than 500%

Eurcpean Matural Gas Prices
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Gasoline Stations Running Dry In UK, Motorists Panic, Government Has Issued 5,000 Short-Term Visas To
Truck Drivers, Bringing In The Army




Super Rally

Aluminum heaads towards 53 000 as supply snarls fuel shoartaga
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Loonies’ Wings Clipped As US Dollar Strengthens

CADUSD
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Initial Jobless Claims Trend Downward, But Q3 US
Growth Will Slow Amid Pullback In Stimulus Spending

Up Again

U.S. initial jobless claims unexpectedly climbed for the second straight week

W [nitial weekly. unemployment claims (SA)
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Unemployment Rates Coming Down

7.1%
CAD

5.2% US




Turnover Worries
Locking ahead, businesses are very or somewhat concerned about retaining workers

® Retaining top talent (%) W Maintaining adequate staffing levels (%)
al%

Construction and  Entertainment Food and Hospitality and Retanl Restaurant and
contracting and recraation beyerage accommodation bar
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“US Hiring Intensions in Q3 Are Strongest In
The WOI‘ld," ManpowerGroup Employment Outlook Survey,

U.S. employers report their strongest hiring Can:—;d:—_]’s net new hires rank 24" in the world,
intentions in 21 years—net new hires up 25% in up 8% in Q3, tied with Hungary, Switzerland and
Q3 the UK
United States of America 429 (+25)% Canacla
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Canadian Jobs
Climb Back

THIRD WAVE OF HIRING

Net change, seasonally adjusted

M Total net change == Full time net change
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Overnight Rates in Both US and Canada At Their
Effective Lower Bound

Growth Overrides Inflation Concerns

[% 1 as of : September 3, 2021)

Overnight Rate




 Overnight Rates Steady
Since March 2020

Sept22 < Sept 8 <

N

- Hints of Rate Hike in
2022 or 2023

 Tapering Bond-Buying
As Soon As November




How Will Covid End?

The world is unlikely to
eradicate the virus
completely

Outbreak will'be tamed
once 90% to 95% of
population have some
Immunity—via vaccine or
prior infection

Likely to be messy, leaving
a lasting legacy for years

Pandemic will not be over
in 6 months

Pandemic will end at
different times in different
places
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