Nova Scotia: 2023-24 Mid-Year Update

MOSTLY STAYING THE COURSE

Scotiabank.

GLOBAL ECONOMICS «  Budget balance forecasts: -$264 mn (-0.5% of nominal GDP) in FY24, a slight
improvement but in line with Budget 2023’s share of GDP projections (chart 1).

+ Net debt forecast: no specific number has been provided in this update but FY23
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could be above forecast owing to weaker than expected nominal GDP (chart 2).

«  GDP growth forecasts: real GDP outlook for 2023 has been revised up to 1.2% and
unchanged for 2024 at 1.1%, while nominal GDP has been revised down to 3.2%

Contributors from 4.0% in 2023 following a lower than expected handoff from 2022 of 7.1%

growth versus 7.7% forecast.
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The December forecast update mostly stays the course, albeit with some changes from
Budget 2023. Stronger than expected labour markets and wage growth have added to the

revenue outlook which is partially offset by higher spending, largely focused on healthcare,
reducing the deficit by $15 mn (5.2%) to -$264 mn in FY24. However, downward revisions
to the nominal GDP outlook, now expecting 3.2% growth versus 4.0% prior in 2023 and a
lower handoff of 7.1% in 2022 compared to 7.7% at Budget, has kept the projected budget
balance as a share of nominal GDP unchanged at -0.5% in FY24. Upward revisions to the
previous year’s total revenue and lower than expected total expenditure resulted in a

Updated Fiscal Forecast surprise surplus of $116 mn in FY23. While net debt figures were not included in this
$ millions except where noted update, if net debt levels and all else are unchanged, lower nominal GDP is likely to add
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B o upwards pressure to the net debt-to-GDP ratio which was 32.7% at the end of FY23.
Personal Income Tax 3585/ 3,632 3731 3,960 . . . . .
Corporate Income Tax 7520 79 740 642 Total revenue is projected to come in higher than Budget by $671.4 mn (4.7%) in FY24.
Harmonized Sales Tax 2,339 2,397 2,438 2,502 ) . .
Other Taxes 692 709 675 836 Still tight labour markets that have supported strong wage growth through much of this
Tax Revenues 7,368 7,467 7,585 7,940 .
Other Own-SourceRevenue 1400 1445 499 542 year has added $229.2 mn (+6.1%) to the projected revenue from Personal Income Taxes.
Own-Source Revenue 8,768 8,912 8,083 8,482 . . .
Gov. Bus. Ent . Net Income oo The CPI outlook for 2023 was revised up to 4.0% from 3.7% prior, the persistence of
Ordinary Recoveries 378 857 436 1,070 . . . . . .
—— 47770 4758 5364l 4823 inflation has contributed, at least in part, to higher forecast Harmonized Sales Tax
Total Revenue 14510 . 10 revenues ($63.9 mn, +2.6%). While net income from Government Business Enterprises
Program Spending 14,032 13,880 14,053 14,470 . X . .
Debt Service 680 671 767 790 (GBESs) is projected to come in $180 mn above Budget, when controlling for the
Total Expenditure 14,713 14,551 14,820 15,260 . . . . N . .
Consolidation & Adjustments 135 120 372 156 accounting change where Nova Scotia Gaming Corporation’s $178.7 mn net income is now
%““':‘e = e - reported under GBEs instead of consolidation and accounting adjustments, total net
lemo Items,
Budget Balance / GDP 05 02 05 05 income from GBEs is expected to be relatively flat (+0.5%).
Debt Service / Revenue 4.8 4.6 5.4 53
Net Debt / GDP 325 327 336 N/A
Sources: Scotiabank Economics, Nova Scotia Finance,
Statistics Canada.
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Total expenditure in FY24 is projected to be $440.2 mn (3.0%) above annual target spending laid out in the Spring budget.
Departmental spending is forecast to account for $421.9 mn of the incremental additional spending, while higher interest rates are
projected to add $23.4 mn (3.1%) to debt servicing costs. Higher spending by the Department of Health and Wellness ($363 mn, 7.5%) is the
biggest dollar jump in price tag relative to the Budget owing to increased costs of labour and supplies, as well as union contract settlements.
Meanwhile, lower projected spending on restructuring costs (-$268.6 mn, -52.3%) entirely offsets the added spending on the ensuing four
largest dollar additions of Service Nova Scotia ($82.6 mn, +53.9%), long-term care ($51.1 mn, +3.8%), community services ($41.8 mn, +3.2%),
and housing ($39.8 mn, +7.2%).
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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; 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.
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