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and the UK with 10%. Excess savings are generally smaller in the emerging

world but do account for 5% of GDP in India. Not surprisingly, countries with
the most fiscal support in 2020 also have the highest excess savings.

m  Both the form in which excess savings are held and their distribution across
households suggest that the propensity to consume out of savings will be larger
than the typical propensity to spend out of wealth. We estimate that liquid
currency and deposits have increased by an amount corresponding to 90% of
excess savings across DMs. Although most of the excess savings in the US,
Japan, and Canada are held by top income earners, when viewed as a share of
consumption, they are distributed more equally.

®  \We estimate that 14% of excess savings will be spent within a year of

reopening, on average, based on estimates from our US and Japan teams, the
US and UKWW?2 experience, and surveys. We estimate a peak boost from the
run-down in excess savings, and inclusive of delayed effects of fiscal support to
households, to the level of global GDP of 1% in mid-2022, and to global growth
of 1%pp at the start of next year. The GDP boost is the largest in the US and UK,
peaking at 2% %, followed by Canada, Japan, and Australia. The impact is more
moderate in the Euro Area, and smaller in emerging markets, except for India.
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m  Qverall, our analysis of pent-up savings supports our still above consensus global
GDP growth forecasts of 6.5% in 2021 and 4.8% in 2022, along with our
optimistic view on global vaccinations.

Investors should consider this report as only a single factor in making their investment decision. For Reg AC
certification and other important disclosures, see the Disclosure Appendix, or go to
www.gs.com/research/hedge.html.
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Market worries about a global growth slowdown have increased following the rapid
spread of the Delta strain, downside risks to the US fiscal outlook, and China growth
concerns. At the same time, the spending of “excess” or forced savings households
have accumulated during the pandemic once normal economic life returns could in
principle sustain rapid growth. In this Analyst, we use a globally consistent
methodology to estimate the GDP boost from the run-down of excess savings in major

economies.’

$5tn of Excess Savings

We first quantify global “excess” savings accumulated by households over the last six
quarters, resulting from depressed consumption during the pandemic and strong fiscal
support to disposable income. We estimate excess savings accumulated through
2021Q1 as actual savings minus the trend savings ratio estimated in 2015-2019 using
national accounts data.? Next, we estimate excess savings accumulated in 2021Q2 as
the average of 1) excess savings accumulated in 2021Q1—scaled by our GS Effective
Lockdown Index2 — and 2) the quarterly change in excess savings implied by the 2021
fiscal deficit (discussed in Exhibit 3).

We estimate that households have accumulated $5tn in excess savings globally, with
90% held in developed markets, especially the US (50%), and the Euro Area (20%).
Intuitively, savings were built up the most rapidly in 2020Q2 and 2021Q1, when
hospitalizations, restrictions, and fiscal support peaked in advanced economies (Exhibit
1). Excess savings are concentrated in advanced economies, led by the US and Canada
with 12% of 2019 GDP and the UK with 10%, followed by the Euro Area with a still
notable 7% (Exhibit 2). Excess savings are generally smaller in the emerging world but
do account for 5% of 2019 GDP in India.

' See Joseph Briggs and David Mericle, “Pent-Up Savings and Post-Pandemic Spending”, US Economics
Analyst, 15 February 2021; Christian Schnittker, “The Great Post-Pandemic Savings Unwind”, European
Economics Analyst, 17 January 2021; Nikola Dacic, “Consumer Spending After the Saving Windfall”, European
Economics Analyst, 12 July 2021; Naohiko Baba, “Pent-Up Demand — How Much Will Be unlocked, and By
Whom?", Japan Economics Analyst, 28 April 2021; Maggie Wei, “China: Households' excess savings around
the pandemic”, Asia in Focus, 15 March 2021.

2 For Japan and India, where we do not have 2021Q1 savings data, we estimate savings based on
consumption growth during the quarter.

3 Our Europe team has estimated that restrictions drove much of the excess savings. See Christian
Schnittker, “The Great Post-Pandemic Savings Unwind”, European Economics Analyst, 17 January 2021 and
Nikola Dacic, “Consumer Spending After the Saving Windfall”, European Economics Analyst, 12 July 2021.
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Exhibit 1: We Estimate That Globally Households Have Accumulated $5tn in Excess Savings
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Source: Haver Analytics, Goldman Sachs Global Investment Research

Exhibit 2: The US, Canada, and the UK Have the Highest Stock of Excess Savings
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Source: Haver Analytics, Goldman Sachs Global Investment Research

Not surprisingly, countries with the most fiscal support in 2020 also show the highest
excess savings, as fiscal support replaced labor income for many people who became
unemployed or furloughed. Exhibit 3 shows the tight relationship between the 2020
change in the fiscal deficit and excess savings accumulated in 2020, with advanced
economies in North America and Asia-Pacific standing out on both dimensions.
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Exhibit 3: Countries with the Most Fiscal Support in 2020 Also Show the Highest Excess Savings
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Who Saved During the Pandemic and How?

Statistical models of consumer spending generally imply that households consume only
a few cents per dollar out of their wealth. However, both the form in which excess
savings are held and their distribution suggest that the propensity to consume out of
excess savings will be larger than the typical propensity to spend out of wealth.

Exhibit 4 shows that the increase in currency and deposits—the most liquid and thus
easy to spend asset—corresponds to around 90% of excess savings on average across
DMs. Excess currency and deposits as a share of excess savings are larger in Sweden
and the US, but at only 40% in Canada and Norway, suggesting that the share of
savings that will be spent will differ substantially across countries.
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Exhibit 4: Across DMs, The Increase in Excess Liquid Currency and Deposits Corresponds to 90% of Excess
Savings
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The distribution of excess savings across households also matters because lower
income households have a higher marginal propensity to consume. When viewed as a
share of total aggregate excess savings, large proportions are held by top income
earners in the US, Japan, and Canada (Exhibit 5, left). However, excess savings as a
share of consumption are distributed much more equally.

Exhibit 5: A Large Share Of Aggregate Excess Savings Are Held by the Rich, but Are More Equally Distributed as a Share of Consumption
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How Much Will Be Spent: A Global Approach

We next construct globally consistent growth impulses from pent-up spending in three
steps.
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Step 1: Estimation of the International Average Spending Propensity
We estimate the average share of pent-up savings spent in the first year based on three
methods:

1. GS country team estimates. Using the distribution of savings across households
and assets and a detailed review of spending propensities, our US team estimates that
18% of excess savings will be spent within a year, lifting real GDP (excluding delayed
fiscal effects) by 1% in 2022 (Exhibit 6). Our Japan team estimates that 9% of excess
savings will be spent in the first year based on the historical elasticity of household
spending to lagged cash and deposits.

Exhibit 6: Our US Team Estimates that Spending from Excess Savings Will Lift Real GDP by 1% In 2022,
Exclusive of Delayed Spending Effects of Fiscal Support to Households
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Source: Goldman Sachs Global Investment Research

2. WW2 Experience. Excess savings built up during WW2 provide the closest available
analogue in modern history. Exhibit 7 shows how the saving rate spiked in the US and
the UK during the war and then undershot its long-run average in the late 40s. We
estimate that 9% and 12% of the excess savings were spent in the first year after the
war in the US and the UK, respectively.*

4 See Laura Nicolae, "Pent-Up Savings and inflation After World War 2", US Daily, 25 February 2021.
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Exhibit 7: The US and UK Ran Down Some of Their Excess Savings Built Up During WW2 in the Postwar

Period
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Source: Bureau of Economic Analysis, ONS, Goldman Sachs Global Investment Research

3. Surveys. We use the YouGov survey question, “How much of the money you've
saved during the pandemic do you think you'll spend before the end of the year?’ to
estimate an average 22% share spent in the first year and the Bank of Canada'’s

Canadian Survey of Consumer Expectations finding that consumers expect to spend

over one-third of their excess savings in the next two years, corresponding to around
18% within a year.

Averaging across the three methods, we estimate that 14% of excess savings will on
average be spent within a year (Exhibit 8).

Exhibit 8: We Estimate That 14% Of Excess Savings Will Be Spent Within a Year
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Source: Bureau of Economic Analysis, ONS, YouGov, Bank of Canada, Goldman Sachs Global Investment Research

15 July 2021 7


https://yougov.co.uk/topics/finance/articles-reports/2021/06/22/global-survey-uk-has-highest-rate-pandemic-savers-
https://www.bankofcanada.ca/2021/04/canadian-survey-of-consumer-expectations-first-quarter-of-2021/#footnote-ref-5

For the exclusive use of NICOLE.ZANCANELLA@COMMUNITYGROUP.IT

Goldman Sachs

Global Economics Analyst

15 July 2021

Step 2: Estimation of Country Spending Propensities
We next estimate the country-specific share of saving spent within a year using the
international average and range from step 1, shown in Exhibit 8, and a cross-country
index of spending propensities, shown in Exhibit 9.5

We define the spending propensity index as the weighted average of z-scores of 1) the
increase in currency and deposits relative to excess savings (60% weight), 2) the share
of population vaccinated by year-end (30%), and 3) an average of YouGov survey based
spending estimates (20%).6 Exhibit 9 suggests that Sweden and emerging markets,
where we assume a high share of savings are stored in currency and deposits, are likely
to spend the most of their excess savings, alongside the UK, where vaccination is
progressing rapidly and which scores highly on surveys. Norway, ltaly, and Canada are
likely to spend a smaller share of excess savings because they are stored in a less liquid
form.

Exhibit 9: Sweden, China, and The UK Will Likely Spend the Most Per Dollar of Excess Savings, While
Canada, Italy, and Norway Will Likely Spend the Least
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Source: YouGov, Goldman Sachs Global Investment Research

Step 3: Estimation of the Growth Impulse

Finally, we construct quarterly pent-up spending growth impulses, which are inclusive of
the spending impact of fiscal income support to households delayed after 2021H1. For
each country, we specify a quarter where excess savings start to be run down based on
our vaccination and reopening timelines, and assume that the spending share peaks
after about a year, before it declines along with a run-down in the most liquid assets
held by high propensity households.

5 For our range, we take the second highest and second lowest of the five estimates in step 1.

6 YouGov surveys are the average of 1) how much of pandemic savings do you expect to spend by the end
of the year, 2) has your household been able to save more, and 3) how has your household’s financial situation
changed since the start of the pandemic. For missing values, we assume the sample average, apart from
emerging markets which are missing data on currency and deposits, where we assume the maximum
because other financial markets (e.g. equity) are likely less developed than in advanced economies.
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We estimate that spending from excess savings will boost the level of global GDP by a
peak of 1% in mid-2022 and annualized global growth by 1%pp at the start of next year
before turning negative in the back-end of 2022. The boost to annualized growth is
much larger in advanced economies, peaking at 2pp by the end of this year, than the
Y2pp boost early next year in emerging markets.

Exhibit 10: Spending from Excess Savings Will Boost Global Growth Rate hy 1%:pp at the Start of Next Year
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By country, the estimated boost to the level of GDP is the largest in the US and UK,
peaking at 2% % next year, followed by Canada, Japan, and Australia. The impact is
more moderate in the Euro Area, and the smallest in emerging markets, although we
expect a larger boost for India than for China and South Africa.

Taken together, our analysis of pent-up savings supports our still-above consensus
global GDP growth forecasts of 6.5% in 2021 and 4.8% in 2022, along with our
optimistic view on global vaccinations.

Sid Bhushan

Daan Struyven
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69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type Il Financial Instruments Firms Association.
Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific disclosures as to
any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese Securities Finance
Company.

Global product; distributing entities

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global basis.
Analysts based in Goldman Sachs offices around the world produce research on industries and companies, and research on macroeconomics,
currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd (ABN 21 006 797 897); in
Brazil by Goldman Sachs do Brasil Corretora de Titulos e Valores Mobilidrios S.A.; Public Communication Channel Goldman Sachs Brazil: 0800 727 5764
and / or contatogoldmanbrasil@gs.com. Available Weekdays (except holidays), from 9am to 6pm. Canal de Comunicagdo com o Publico Goldman Sachs
Brasil: 0800 727 5764 e/ou contatogoldmanbrasil@gs.com. Horério de funcionamento: segunda-feira a sexta-feira (exceto feriados), das 9h as 18h; in
Canada by either Goldman Sachs Canada Inc. or Goldman Sachs & Co. LLC; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs
(India) Securities Private Ltd.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in
New Zealand by Goldman Sachs New Zealand Limited; in Russia by OO0 Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company
Number: 198602165W); and in the United States of America by Goldman Sachs & Co. LLC. Goldman Sachs International has approved this research in
connection with its distribution in the United Kingdom.

Effective from the date of the United Kingdom's departure from the European Union and the European Economic Area (" Brexit Day"”) the following
information with respect to distributing entities will apply:

Goldman Sachs International (“GSI"), authorised by the Prudential Regulation Authority (“PRA") and regulated by the Financial Conduct Authority
("FCA") and the PRA, has approved this research in connection with its distribution in the United Kingdom.

European Economic Area: GSI, authorised by the PRA and regulated by the FCA and the PRA, disseminates research in the following jurisdictions
within the European Economic Area: the Grand Duchy of Luxembourg, Italy, the Kingdom of Belgium, the Kingdom of Denmark, the Kingdom of
Norway, the Republic of Finland, Portugal, the Republic of Cyprus and the Republic of Ireland; GS -Succursale de Paris (Paris branch) which, from Brexit
Day, will be authorised by the French Autorité de controle prudentiel et de resolution ("ACPR") and regulated by the Autorité de contréle prudentiel et
de resolution and the Autorité des marches financiers ("AMF") disseminates research in France; GSI - Sucursal en Espana (Madrid branch) authorized in
Spain by the Comisién Nacional del Mercado de Valores disseminates research in the Kingdom of Spain; GSI - Sweden Bankfilial (Stockholm branch) is
authorized by the SFSA as a “third country branch” in accordance with Chapter 4, Section 4 of the Swedish Securities and Market Act (Sw. lag
(2007:528) om vérdepappersmarknaden) disseminates research in the Kingdom of Sweden; Goldman Sachs Bank Europe SE (*GSBE") is a credit
institution incorporated in Germany and, within the Single Supervisory Mechanism, subject to direct prudential supervision by the European Central
Bank and in other respects supervised by German Federal Financial Supervisory Authority (Bundesanstalt fir Finanzdienstleistungsaufsicht, BaFin) and
Deutsche Bundesbank and disseminates research in the Federal Republic of Germany and those jurisdictions within the European Economic Area
where GSl is not authorised to disseminate research and additionally, GSBE, Copenhagen Branch filial af GSBE, Tyskland, supervised by the Danish
Financial Authority disseminates research in the Kingdom of Denmark; GSBE - Sucursal en Espana (Madrid branch) subject (to a limited extent) to local
supervision by the Bank of Spain disseminates research in the Kingdom of Spain; GSBE - Succursale Italia (Milan branch) to the relevant applicable
extent, subject to local supervision by the Bank of Italy (Banca d’ltalia) and the Italian Companies and Exchange Commission (Commissione Nazionale
per le Societa e la Borsa “Consob”) disseminates research in Italy; GSBE - Succursale de Paris (Paris branch), supervised by the AMF and by the ACPR
disseminates research in France; and GSBE - Sweden Bankfilial (Stockholm branch), to a limited extent, subject to local supervision by the Swedish
Financial Supervisory Authority (Finansinpektionen) disseminates research in the Kingdom of Sweden.

General disclosures

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates and
forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update our research as
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large majority
of reports are published at irregular intervals as appropriate in the analyst’s judgment.

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. \We have investment
banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research Division.
Goldman Sachs & Co. LLC, the United States broker dealer, is a member of SIPC (https://www.sipc.org).

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal
trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, principal trading desks and
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, will from time to time have long or short positions in, act as principal in, and buy or sell, the
securities or derivatives, if any, referred to in this research, unless otherwise prohibited by regulation or Goldman Sachs policy.

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do not
necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs.

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in the
products mentioned that are inconsistent with the views expressed by analysts named in this report.

This research is focused on investment themes across markets, industries and sectors. It does not attempt to distinguish between the prospects or
performance of, or provide analysis of, individual companies within any industry or sector we describe.

Any trading recommendation in this research relating to an equity or credit security or securities within an industry or sector is reflective of the
investment theme being discussed and is not a recommendation of any such security in isolation.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur.
Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors.
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at
https://www.theocc.com/about/publications/characterrisks.jsp and
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https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018.
Transaction costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation
will be supplied upon request.

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by the Global Investment
Research division of GS may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g.,
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through electronic
publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports.

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our

research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related
services) that may be available to you, please contact your GS representative or go to https://research.gs.com.

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY
10282.
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No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior written
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