CAPITAL RESEARCH

The TSX did come close to testing its 200-day average as the S&P 500 fell back to
test retracement support around 1075 (61.8% of 1042-1131) of the bounce in the
past few weeks. If we stabilize here there is scope for another rally, if nothing
more than to give the bears some renewed frustration and give the bulls some
false hope. It is becoming clear that the global recovery without the benefit of
government support is weak at best. Now weak GDP growth can still translate
into positive returns for equities, but we suspect that over the next 5-10 years,
we will slowly see multiples contract as investors will come to realize that paying
higher multiples in a sluggish growth economy for developed markets is perhaps
a bigger Ponzi scheme than Madoff. One thing is certain; there is always a greater
fool out there. The TSX will be at the mercy of the latest storm in the Gulf or
ChinaQ latest machinations on how to manipulate growth and curtail inflation.
What happens on the TSX is all about the world and very little to do with the
rebounding Canadian labour market, our dbetter banks€ or booming housing.

TickelTarget Detail

XTR 1.07% Dividend

XMA 0.46% Materials

XIT 0.12% Information Technology

Recommended % of Global Equity Allocation

OXxTR EXMA
XEG 3.21% Energy
XMD 0.61% Mid Cap
XCS 0.61% Small Cap OxiT @EXEG
ZUT 0.12% Utilities
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Canadian Strategy: The recommended risk adjusted allocation is 6.3% of the underlying
ETFs that are outperforming the S&P TSX index. Canadian equities are about 2.3% of the
global benchmark and growing but should not exceed 21% of a global balanced portfolio as
sector concentration is extremely high. Adjusting exposure allows us to emphasis countries
and regions to help deliver alpha versus MSCI All Capitalization World Index (ACWI).
Hyperlinks (7} help buttons give additional detail about the tools used and are provided
throughout the report; one click will take you to an explanation at www.etfcm.com
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http://www.etfcm.com/Downloads/ETF%20Research/ETF_Help_Candlesick.pdf
http://www.etfcm.com/Downloads/ETF%20Research/ETF_Help_Relative.pdf
http://www.etfcm.com/Downloads/ETF%20Research/ETF_Help_Relative.pdf
http://www.etfcm.com/Downloads/ETF%20Research/ETF_Help_TradingCycle_RRR.pdf
http://www.etfcm.com/Downloads/ETF%20Research/ETF_Help_Key_Levels.pdf

Top Holdings in XFN:

S&P TSX Financial

Top Holdings in XMA:

S&P TSX Materials

Top Holdings in XEG:

S&P TSX Energy
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