December Auto Sales: A Year of Recovery
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CANADA: RESILIENT IN THE FACE OF HEADWINDS

GLOBAL ECONOMICS Canadian auto sales remained resilient in December, up slightly (0.2% m/m sa) to 1.80
mn (saar) units, the fastest seasonally adjusted monthly pace since January 2021
according to Wards Automotive (chart 1). Seasonally adjusted auto sales resumed their
GLOBAL AUTO REPORT trend recovery following the summer slowdown in June—sales increased in all but one
month of 2023H2 and averaged 1.76 mn (saar) in Q4-2023, up 5.6% g/g—as Canadians
dealt with wildfires, strikes, and additional hikes to the Bank of Canada’s policy rate.

. In a year marked by elevated interest rates and inflation above the BoC’s 2% target, 2023
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trucks, which increased 12.2% y/y to 1.42 mn units, as opposed to sales of cars which
increased 2.3% y/y to 267,000 units (chart 2). And within the car segment, sales of luxury
cars increased by the greatest percent in year-over-year terms (21.5% y/y), accounting for
just over one-in-four car sales.

Chart1 The divergent recovery by vehicle type was aided by the increased North American
Canada Light Vehicle Sales production and inventories for larger vehicles, which recovered faster as manufacturers

24 1 mn, SAAR likely prioritized their initially constrained production to these higher margin vehicles that

22.r consumers wanted (chart 3). We are expecting further rebalancing within the auto sector

20 this year amid still improving production and inventories, while elevated interest rates

18 continue to weigh on new light vehicle sales in the near term (chart 4).

16 Our outlook for Canadian auto sales expects continued albeit slower growth to 1.71mn

b units in 2024 and 1.78 mn units in 2025 as inventory levels improve and rates pressures

12 ease.
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. UNITED STATES: STRONG GROWTH DESPITE VEHICLE SALES STALLING IN 2023H2

0.6 US auto sales increased 3.2% m/m (sa) to 15.8 mn (saar) units in December, rounding

0.4 ; ; ; ; ; ; ; ] out Q4 which averaged 15.5 mn (saar) sales (-0.9% q/q), for a second consecutive
B 7 B B D 2 2 E quarterly decline (chart 5). Momentum in the trend recovery of US auto sales stalled in
Sources: Scotiabank Economics, Wards Automotive. ) ) . .
the second half of 2023, resulting in annual sales of 15.5 mn units for the year. While total
new light vehicle sales increased 12.4% y/y from 13.8 mn in 2022, annual sales remain 9%
below 2019 levels.
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Sales of new light trucks increased 13.5% y/y to 12.4 mn units, recovering to pre-pandemic Chart5
levels and surpassing the 12.2 mn light trucks sold in 2019 (chart 6). Meanwhile, the recovery in US Light Vehicle Sales
sales of cars, which increased 8.3% y/y to 3.1 mn units, remain nearly a third below pre- 200 r 1 SAAR

pandemic levels as a rebound in production and inventories growth begins to ease supply-side 180
constraints. ’

16.0
Higher interest rates posed further headwinds to demand-side factors. The average 48-month
new car loan rate reached 7.7% at the end of 2023, surpassing the previous peak from 2009 as 14.0
hikes to the Fed'’s policy rate and tightening financial conditions drove up financing costs (chart 7).
12.0
Our outlook for US new light vehicle sales forecasts an increase to 16.2 mn in 2024 and 17.0 mn
in 2025 as inventory levels continue to improve and rates pressures ease. 10.0
GLOBAL AUTO SALES: PACE EASING TOWARDS END OF YEAR 80 r
Global auto sales declined marginally in November 2023, -0.3% m/m (sa), as sales at the 6.0 T T T T T T T 1

6 17 18 19 20 21 22 23

regional level were mostly flat or down in seasonally adjusted terms (chart 8). Auto sales in Sources: Scotiabank Economics, BEA.

Western Europe were in line with the global average at -0.3% m/m (sa), remaining slightly
above 11.5 mn (saar) units on a three-month moving average since April 2023, though still
below the 14.1 mn units sold in 2019. Despite eight of the 15 countries covered seeing positive ~ Chart 6

seasonally adjusted growth, higher sales in major markets such as France (2.2% m/m sa), Italy US New Car and Light Truck Sales
(1.3%), and the UK (1.2%) were offset by declines in Germany (-1.9%) and Spain (-5.2%). 200 Units, mn mLight Trucks m Cars
Meanwhile in Eastern Europe, auto sales eased from the recent peak by -2.1% m/m (sa) to 3.1 180 r
mn (saar) units, the second fastest seasonally adjusted monthly pace since mid-2021. The pace 160 r
of Asia Pacific auto sales continued to hold steady at the regional level (0.2% m/m sa), albeit 140
slowing in four of the six countries covered. Increased sales in China (2.0% m/m sa), which 120 r

accounts for two thirds of Asia Pacific sales, and South Korea (2.7%) were offset by declinesin ~ 10-0
Australia (3.1%), India (-6.9%), Indonesia (-0.4%), and Japan (-1.3%). Seasonally adjusted auto 8.0 r
sales in Latin America fell -5.0% m/m (sa) in November, remaining volatile on a monthly 6.0
frequency, increasing in Colombia (21.9%) and Mexico (3.8%), but decreasing in Chile (-3.7%), 4.0
Peru (-7.3%), Brazil (-7.9%), and Argentina (-26.2%). Our outlook for global auto sales is that the 20 |
pace of growth will slow from an estimated 10.6% in 2023 to 3.9% in 2024 and 3.3% in 2025 as
elevated interest rates weigh on global consumer spending and economic activity (chart 9).
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Table 1—Global Auto Sales Outlook (mns units)

2010-19 2020 2021 2022 2023e 2024f 2025f Nov-23,SA% Nov-23,NSA% 2023 ytd, NSA %
m/m yly yly
Total Sales 711 63.8 66.7 67.3 74.4 77.3 79.9 -0.3 15.3 11.9
North America 18.7 17.0 17.6 16.4 18.5 19.3 20.2 0.5 9.9 12.6
Canada 1.82 1.54 1.66 1.52 1.68 1.7 178 6.2 124 10.3
United States 15.7 14.5 14.9 13.8 155 16.2 17.0 -0.5 7.5 12.3
Mexico 1.22 0.95 1.01 1.09 135 1.39 1.43 3.8 349 25.8
Western Europe 13.0 10.7 10.5 10.0 1.5 12.2 12.5 -0.3 5.1 15.8
Germany 3.2 29 2.6 2.7 29 31 31 -1.9 -5.7 1.4
United Kingdom 2.3 1.6 1.6 1.6 1.9 2.0 2.1 1.2 95 18.6
Eastern Europe 33 2.8 2.8 19 2.6 2.8 29 =21 67.1 47.4
Russia 21 15 15 0.6 1.0 11 11 -6.8 131.0 63.9
Asia 319 30.6 327 35.9 38.6 39.6 40.7 0.2 19.5 9.3
China 19.7 201 215 23.6 25.2 26.0 269 2.0 255 9.1
India 33 2.8 3.6 4.4 48 49 49 -6.9 9.4 8.7
Japan 5.1 4.6 4.4 4.2 4.7 48 4.8 -13 9.0 14.5
South America 4.3 2.8 31 3.2 33 34 3.6 -8.7 -2.5 19
Brazil 2.91 1.95 198 1.96 2.15 2.27 2.38 -79 5.1 10.5
Chile 0.34 0.26 0.42 0.43 0.32 0.33 0.35 -37 -19.2 -27.0
Colombia 0.26 0.19 0.24 0.25 0.19 0.20 0.21 21.9 -17.0 -30.3
Peru 0.16 oM 0.16 0.16 0.18 0.18 0.19 -73 -12.5 39
Sources: Scotiabank Economics, Wards Automotive, Bloomberg.

Table 2—Provincial Auto Sales Outlook (thousands of units ann.)

2010-19 2020 2021 2022 2023e 2024f 2025f | Oct-23,SA Oct-23,NSA 2023ytdnsa  ZEV*(Q3-23)
% m/m %yly %yly % of new LV sales
Canada 1,817 1,543 1,663 1,523 1,684 1,710 1,785 121
Atlantic 134 109 19 105 110 15 120 8.2 18.9 7.6 -
Central 1,179 1,030 1,070 1,004 1,090 1,108 1,156 -0.6 131 11.6 129
Quebec 441 378 404 369 395 402 419 1.0 15.4 9.5 20.2
Ontario 738 653 665 635 695 706 737 -1.5 1.7 129 8.2
West 548 453 487 449 481 487 508 0.7 19.6 10.2 -
Manitoba 56 47 49 45 47 51 54 8.2 18.9 6.4 4.3
Saskatchewan 54 42 43 41 43 44 45 8.8 22.7 29 29
Alberta 239 184 196 182 197 198 206 -2.0 20.7 121 --
British Columbia** 199 179 199 181 194 195 203 0.1 17.8 10.8 232
*ZEV includes battery electric and plug-in hybrid electric vehicles (estimates for NL, NS, and AB unavailable due to limitations in data sharing with Statistics Canada, but are included in the Canadian
aggregate). **British Columbia includes the territories.
Sources: Scotiabank Economics, Wards Automotive, Statistics Canada.
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Table 3—North American Annual Production Outlook

2022 2023e 2024f 2025f

2021

2010-19 2020

(millions of units, annualised)

15.9

12.9 14.2 156 16.0 16.1

13.0

North American Production

1.4

111

13

1.1

15
10.3

1.1 12
9.7

8.9

14
8.6

2.2
10.4

Canada

United States
Mexico

2.9 33 3.8 37 3.6

3.0

32

Sources: Scotiabank Economics, Wards Automotive.
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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.
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