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Pervasive And Profound: The Impact Of Income Volatility E
On Canadians

» Household financial well-being critical to Canada's future prospects.
= Why are Canadians struggling to save?

* [ssue of inadequate savings in Canada temporarily concealed by extended
housing boom.

= Growing structural vulnerabilities under the surface.

» U.S. research on income volatility compelling:
= Canada unlikely to buck the trend.

> Before we address problem head on, first need to acknowledge it exists... that
requires data.

» Pervasive and Profound research (2017) results represents an important step
forward.
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Pervasive And Profound ip)

Survey of 3,000 adult Canadians:
» Sample composition on region, age and gender reflects overall population.

Objectives:

» To measure the incidence of income volatility in Canada and who experiences it.
» To better understand the impact of income volatility on:
= Qverall financial health, confidence and stress
= Ability to manage day to day finances and expenses

= Use of debt and ability to save




Key Findings ip)

» Nearly 40% (10 million) experience moderate to high levels of income volatility

» 10% + (3.3 million) saw monthly income fluctuate by 25% or more.

» Volatility more likely to experienced by:

Self-employed, seasonal, part-time workers and students
Living in large cities/ Alberta

Low-to-modest income

Millennials (18-34), particularly female, and mature Gen X men (45-54)




Low-Income Canadians Are At Greater RiIsk

NON-LICO,
LICO BUT LOWER MIDDL E- HIGHER
CANADIANS INCOME INSO1I2 INSO1IIS
CANADIANS CANADIANS CANADIANS
(Experience Very High, High or Moderate Income Volatility)
Overall Financial Health Index
: : 17% 36% 45% 65%
(High / Very High) ° ° ° °
Feel Like Falling Behind 51% 37% 37% 26%
A Lot of Stress Re-finances 45% 39% 35% 19%
Conflder!t W|II_Ach|eve Future 40% 530 60% 2704
Financial Goals
Delayed Buying Groceries 49% 39% 35% 13%
Delayed Paying Utilities 41% 32% 28% 12%

Source: Pervasive and Profound, TD Bank Group, 2017.
Note: Non-LICO but lower income = household income less $50,000 per year; Middle income = $50,000 - $99,999; Higher income = $100,000+




Canadians With High Income Volatility Also Experience E
Higher Expense Volatility

SPEND SUB-INDEX

Very Low Volatility 9% 12% 79%

Low Volatility 14% 14% 72% ® Low
®m Moderate
Moderate Volatility 15% 14% 71% High

High Volatility 24% 21% 55%

Very High Volatility 29% 19% 52%

0% 20% 40% 60% 80% 100%

Source: Pervasive and Profound, TD Bank Group, 2017
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Income Volatility Delays Bill Paying E

By Income Volatility Level

VERY LOW LOW MODERATE HIGH VERY HIGH

Delayed Buying Groceries or Food 16% 22% 26% 38% 39%
Delayec_j Paying Somet_hlng on Credit 14% 23% 24% 31% 389%
Card Bill (at least minimum)

Dglgyed Paying a Monthly Bill like 11% 18% 2904 27% 34%
Utilities, Water, etc.

Delayed a Rent or Mortgage Payment 5% 9% 11% 18% 23%
Delayed a Student Loan Payment 1% 6% 8% 11% 13%

Source: Pervasive and Profound, TD Bank Group, 2017.




More Than 2 In 5 Canadians With High Income Volatility E
Have A Lower Propensity To Save

SAVE SUB-INDEX

Very Low Volatility 27% 11% 62%

Low Volatility 30% 16% 54%
= Low
Moderate Volatility 30% 15% 55% m Moderate
High

High Volatility 48% 12% 40%

Very High Volatility 39% 13% 48%

0% 20% 40% 60% 80% 100%

Source: Pervasive and Profound, TD Bank Group, 2017
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Those With High Income Volatility Are Roughly Half As E
Likely To Plan

PLAN SUB-INDEX

Very Low Volatility 17% 16% 67%
Low Volatility 62%
®Low
Moderate Volatility 21% 18% 61% m Moderate
High
High Volatility 33% 20% 47%
Very High Volatility 35% 20% 45%
0% 20% 40% 60% 80% 100%

Source: Pervasive and Profound, TD Bank Group, 2017



Summary ip)

» This issue is pervasive and profound, with significant implications to the financial
security of many Canadians.

> TD will continue to invest its own resources, and work with stakeholders, to
address this issue.

» Our own internal research aligns with many of the key findings of our external
market research
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This report is provided by TD Economics for customers of TD Bank Group. It is for information purposes only and may not be appropriate for other purposes. The report does
not provide material information about the business and affairs of TD Bank Group and the members of TD Economics are not spokespersons for TD Bank Group with respect
to its business and affairs. The information contained in this report has been drawn from sources believed to be reliable, but is not guaranteed to be accurate or complete.
The report contains economic analysis and views, including about future economic and financial markets performance. These are based on certain assumptions and other
factors, and are subject to inherent risks and uncertainties. The actual outcome may be materially different. The Toronto-Dominion Bank and its affiliates and related entities
that comprise TD Bank Group are not liable for any errors or omissions in the information, analysis or views contained in this report, or for any loss or damage suffered.
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