Canadian Financial Markets

Janury 2012

Currency

e CAD is well above its long run average
on a trade-weighted basis.

e The dollar is not systematically above or
below its long term averages against the
other major currencies.

¢ Relative to six months ago, the dollar is
not systematically higher or lower
against the other major currencies.

90 Day Rates

e The 90 day bank bill futures curve has
moved lower in the past six months.

e The overnight rate is priced to remain
close to the current 1.0% throughout the
coming yeatr.

e The yield curve has become unusually
flat by historic standards.

10 Year Yields

¢ Yields are 1.3% lower than six months
ago and, at 2.0%, they are extremely
low by historical standards.

e Canadian yields have declined in line
with global yields so bond spreads have
generally remained stable.

e Bond spreads are not systematically
different from their historical norms
against the other major countries.

Equities

e The equity market has declined in recent
months and has provided a total loss of
slightly more than -10% in the past year.

e Canadian returns have been in the
middle tier globally over the past year.

e A cumulative loss of more than -5%
over the past five years is in line with the
losses in other major markets.
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Canadian Equity Market
(Total return index)
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CAD: Now vs History
Now Average Difference

USD 1.02 1.31 22%
EUR 1.30 1.54 16%
JPY 76 89 -18%
STG 1.57 2.17 27%
CHF 0.93 1.05 -12%
SEK 6.78 5.79 17%
NOK 5.89 5.30 11%
AUD 1.05 0.92 -14%
NzD 0.81 0.77 -4%
TWI 117 96 22%
(average refers to 1990-2010)
Yield Curve
(10 year — 90 day)
4.00 -

3.00
2.00 A
1.00 +
0.00 1
-1.00

-2.00 4
-3.00

-4.00
Jan-90 Jan-94 Jan-98 Jan-02 Jan-06 Jan-10

Bond Spreads: Now vs History
Now Average Difference

USA 0.01 0.20 -20bp
Ger 0.10 0.54 -44bp
Japan 1.00 3.33 -233bp
UK -0.10 -0.15 6bp
Swiss 1.29 2.07 -78bp
Swede 0.29 -0.01 29bp
Nor -0.05 -0.20 14bp
Aus  -193 -1.07 -86bp
NZ -1.88 -1.35 -53bp

(average refers to 1995-2010)

Recent Equity Returns

6m lyear 5years
us -4% 2% -1%
Euro -18% -17% -34%
Japan -13% -17% -52%
UK  -14% -9% 5%
Swiss -6% -11% -33%
Swede-13% -15% -3%
Nor -6% -9% -12%
Can -10% -11% -7%
Aus -6% -9% -5%
NZ -4% 1% -18%

THIS DOCUMENT IS FOR INFORMATION PURPOSES ONLY AND IT SHOULD NOT BE REGARDED AS AN OFFER TO SELL OR AS A SOLICITATION OF AN OFFER TO BUY THE
SECURITIES OR OTHER INSTRUMENTS MENTIONED IN IT. NO PART OF THIS DOCUMENT MAY BE REPRODUCED IN ANY MANNER WITHOUT THE WRITTEN PERMISSION OF

PENRICH CAPITAL. WE DO NOT REPRESENT THAT THIS INFORMATION, INCLUDING ANY THIRD PARTY INFORMATION, IS ACCURATE OR COMPLETE AND IT SHOULD NOT BE
RELIED UPON AS SUCH. IT IS PROVIDED WITH THE UNDERSTANDING THAT PENRICH CAPITAL IS NOT ACTING IN A FIDUCIARY CAPACITY. OPINIONS EXPRESSED HEREIN
REFLECT THE OPINION OF PENRICH CAPITAL AND ARE SUBJECT TO CHANGE WITHOUT NOTICE. THE PRODUCTS MENTIONED IN THIS DOCUMENT MAY NOT BE ELIGIBLE
FOR SALE IN SOME STATES OR COUNTRIES, AND THEY MAY NOT BE SUITABLE FOR ALL TYPES OF INVESTORS.




