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On November 6, Americans will be deciding 
whether to give incumbent President Barack 
Obama, a Democrat, another four years steering 
the U.S. or elect a new commander-in-chief, 
Republican Mitt Romney. Each candidate’s 
platform offers different plans and strategies to 
tackle issues facing America, including putting 
the U.S. economy on a better footing. While the 
list of differences is long, we will focus on each 
candidate’s tax policies and their potential impact 
on investors. We also discuss what an Obama or 
Romney win could mean for the various sectors of 
the equity market.   

Taxation of Capital Gains and Dividends

At this point each candidate’s tax plans are only 
proposals, however each needs to be considered 
and there are elements of each that appear likely 
to be implemented.  It is expected that the tax 
treatment for capital gains and dividends will 
change and that both candidates would divide 
taxpayers into two categories: those who earn 
more than $200,000 a year ($250,000 for families 
fi ling joint tax returns) and those who earn less.

Romney’s platform proposes that the current 15% 
tax on capital gains be maintained for wealthier 
individuals and taxes be eliminated for Americans 
with adjusted gross income of less than $200,000 
($250,000 for families). Obama’s plan calls for an 
increase in the capital gains tax to 20% from 15% 
for high income earners (i.e. those earning over 
$200,000 per year), with it remaining at 15% for 
everyone else, as seen in Exhibit 1. 

With regards to taxation of dividends, Romney 
wants to continue to tax dividends at 15% for 
high income earners and eliminate the dividend 
tax for everyone else. In contrast, Obama proposes 
an increase in the dividend tax rate to nearly 40% 

(similar to ordinary income) for those earning more 
than $200,000 per year and leave it unchanged 
for the rest of Americans. Overall, a Democratic 
administration would result in higher tax rates 
for dividends and capital gains, while they would 
remain low under a Republican government.

What would a Republican or Democrat win mean 
for stocks? When looking at the plans for capital 
gains taxation, the difference between the two 
platforms and relative to the current tax treatment 
is probably not signifi cant enough to cause a 
major change in investor behaviour. However, an 
Obama win could have several consequences for 
stocks that pay dividends. Furthermore, there is 
uncertainty about the fi scal cliff and the potential 
for the dividend tax rate to increase to the same 
level as ordinary income (approximately 40%) for 
all individuals if the U.S. government does not 
act by December 31, 2012. For a discussion on 
the U.S. fi scal cliff, please refer to the October 
2012 Monthly Perspectives. First, some U.S. 
investors might be inclined to sell dividend-paying 
stocks before year-end to avoid a higher tax on 
dividend income in 2013.  Second, demand for 
other income-producing investments, such as 
U.S. REITs, might rise, if income-seeking investors

Exhibit 1: Tax Proposals

Source: Bloomberg Finance L.P., Mitt Romney 2012 platform

*Any changes are likely to be part of a broader bargain to 
postpone or avoid the fi scal cliff December 31, 2012 
AGI = Adjusted Gross Income

Obama

Change 
from 

current 
level

Romney

Change 
from 

current 
level

AGI >$200,000 20% +5% 15% nil
AGI <$200,000 15% nil 0% -15%
AGI >$200,000 39.6% +25% 15% nil
AGI <$200,000 15% nil 0% -15%

Capital Gains

Dividends
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do indeed shy away from dividend-paying stocks.  Recall that 
for REITs to enjoy lower corporate tax rates, they must pay out 
most of their profi ts to shareholders; REIT distributions for tax 
purposes are allocated to ordinary income, capital gains and return 
of capital, depending on how the U.S. REIT is structured.  Third, 
some companies might simply stop paying dividends and perhaps 
return capital to shareholders via stock buybacks. Last, there is 
a possibility that companies fl ush with cash consider paying out 
a special dividend to investors by year end. Overall, a signifi cant 
change in the taxation of dividends could have a negative impact on 
investor demand for dividend-paying stocks, which could dampen 
valuations. 

Corporate Taxes

The current nominal corporate tax rate in America is around 
35%, among the highest in the industrial world. Romney’s plan 
is to lower this to 25%, as Republicans are of the view that lower 
tax rates tend to spur investment by companies, which results in 
stronger economic growth and higher consumer spending. Obama 
is also aiming to reduce the corporate tax rate but only to 28%. 
Both candidates have promised to simplify the tax code. However, 
what remains unclear is which deductions, tax credits and other 
tax loopholes could change. In the end, the effective corporate tax 
rate may not improve much — or at all. Overall, on the surface, a 
Republican win would be viewed as positive for stocks.

Implications for Stocks and Sectors

Republicans are considered conservative and are generally 
anti-bureaucracy, pro-military, pro-business and pro-personal 
responsibility. The Democratic party is considered to be 
more liberal and favouring an active role for government 
in society, believing that such involvement improves the 
quality of people’s lives. By these defi nitions, one could 
surmise that a Republican administration would be positive 

for business, the economy and in turn stocks. Surprisingly, as seen 
in Exhibit 2, equities, the economy and corporate profi ts have 
generally been stronger during Democratic administrations than 
Republican ones. The S&P 500 Index increased a median 12.1% 
during each period under a Democratic president, compared with a 
median 5.1% gain under a Republican administration.

As for the impact on sectors, there could be more volatility in 
healthcare and fi nancials stocks because of the greater opposing 
views between Obama and Romney.  In Exhibit 3, we highlight 
the potential consequences for select sectors and industries under 
Democratic and Republican administrations.

Conclusion

U.S. Presidential Elections usually bring some level of uncertainty as 
a potential change of administration and the different views and 
proposals between Democrats and Republicans could alter how 
companies and investors behave. At risk, particularly with an Obama 
win, is that taxes on dividends could rise substantially, creating a 
possible overhang on dividend-paying stocks and impacting how 
companies allocate their capital. On the surface, corporate taxes 
could decline under either Obama or Romney (but more so with 
the Republican), with a win by the latter expected to be more 
positive for stocks. Sectors, too, would likely be impacted, with 
healthcare and fi nancials likely to experience more volatility given 
the contrasting views espoused by Democrats and Republicans.

U.S. Equities:

U.S. Presidential Election — What it Could Mean for Investors (Continued)

Exhibit 2: Democratic and Republican Historical Impact

Exhibit 3: Possible Sector Impact Under Obama and Romney

S&P 500 S&P 500
Dates % Change GDP EPS Dates % Change GDP EPS
1913-20 -6.4 n/a n/a 1901-12 3.1 n/a n/a
1933-52 12.1 5.2 6.8 1921-32 6.6 n/a n/a
1961-68 11.0 5.0 8.8 1953-60 5.5 2.2 1.7
1977-80 6.7 3.1 11.6 1969-76 5.4 3.4 10.0
1993-00 19.9 4.2 12.5 1981-92 13.5 3.3 1.4
2009-12 12.3 1.0 51.8 2001-08 3.3 2.3 14.2
Median 12.1% 4.2% 10.5% Median 5.1% 2.6% 8.9%

Y/Y % Change Y/Y % Change

Median % Change
Democrats Republicans

Source: S&P Capital IQ, BEA. GDP since 1949, EPS since 1936.

Source: S&P Capital IQ, TD Portfolio Advice & Investment Research

Obama Would benefit renewable energy & slightly natural gas.

Romney Positive for MLPs (plans to accelerate approval of TransCanada 
Keystone XL) and oil drillers.

Obama Positive for healthcare facilities, drug distributors, life sciences and 
PBMs.

Romney Generally positive for pharmaceuticals, diagnostics, managed care and 
devices.

Obama Defense would be vulnerable.

Romney Engineering & construction, railroads and truckers stand to benefit.

Obama Positive for solar.

Romney Could help defense-focused IT services companies.

Financials

Generally positive under a Romney victory.

A Romney win could add much volatility to the sector given opposition to in-
place Obamacare.

Generally positive under a Romney victory.

Energy

Probably more positive under Romney than Obama.

Generally positive under a Romney victory and probably neutral if Obama is 
re-elected. Sector could experience higher volatility as Romney may plan to 
repeal provisions of the 2010 Dodd-Frank law.

Healthcare

Industrials

Technology
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Canadian Equities:

Thoughts Into Year-end
Martha Hill, CFA, VP Canadian Equity Portfolio Strategist

Our longstanding thesis of slow economic growth, low interest 
rates, and moderate rates of return remains intact. Despite signs 
of improvement, U.S. economic growth remains tepid and faces 
headwinds.  Across the Atlantic, Eurozone countries are either 
experiencing slow growth (Germany, France) or contracting.  The 
prolonged weakness in the developed world is weighing on 
emerging markets as evidenced by China’s slower growth. Canadian 
economic growth is also decelerating due to our reliance on exports 
and domestic demand is showing signs of moderating. Slowing 
economic growth has made it a challenging year for investors as the 
resource-heavy S&P/TSX Composite Index (S&P/TSX) is little changed 
from a year ago and while it is up roughly 3% year-to-date, it has 
lagged its global peers.

Although the economic backdrop is characterized by slow growth, 
overall we continue to prefer stocks over bonds.  Low interest rates, 
equity valuations and strong balance sheets are supportive of equities. 

Global monetary policy remains very accommodative. Interest 
rates are expected to remain low and supportive of stocks for the 
foreseeable future. The U.S. Federal Reserve has indicated it does not 
intend to increase rates until 2015. The Bank of Canada is not seen 
moving to increase rates until late in 2013.

Valuations on Canadian stocks are reasonable. The S&P/TSX is trading 
at 14.8x trailing earnings vs. the long-term historical average of 17x.  
On a forward earnings basis, the S&P/TSX is trading at 14.1x which 
compares to the long-term historical average of 15.1x.  Stocks also 
remain attractively valued compared to bonds. 

Balance sheets remain solid with the S&P/TSX long-term debt to total 
market capitalization at 32% (Thomson Reuters, October 26, 2012). 

Headwinds

One negative for stocks is slower earnings growth, which is more 
pronounced in Canada due to the S&P/TSX’s concentration in 
economically sensitive sectors such as energy, commodities and 
fi nancial services. According to Thomson Reuters, for the full year 
2012, S&P/TSX earnings are expected to post a year over year decline 
of 2% to $819.  However, the current consensus estimate calls for a 
rebound to $959 in 2013, which may prove to be aggressive. 

Another headwind to economic growth and therefore the outlook 
for stocks is the looming fi scal cliff in the U.S.  We are of the view that 
there will likely be compromise and the worst case can be avoided.  
However, we recognize there is likely to be little movement prior 
to the upcoming Presidential election and decisions are unlikely to 
take place before January, leading to uncertainty and a reluctance by 
corporations to make major decisions like capital spending or hiring. 

China remains a wildcard. If the slowdown in China’s economic 
growth is more severe than anticipated, it will dampen global 
growth.  With a transition in government scheduled to take place, 
it could limit authorities’ willingness to act decisively with respect to 
additional monetary or fi scal stimulus in the short term.  

Table 1: Sector Recommendations

The ongoing European sovereign debt crisis also needs to be 
remembered.  The European Central Bank’s Outright Monetary 
Transactions program should limit downside risks associated with 
sovereign default, however the outlook for economic growth in 
Europe remains grim. 

Portfolio Positioning

Our sector positioning for Canadian equity portfolios refl ects a lack 
of conviction in the direction of the political winds, economic data 
and therefore equity markets.  The portfolio positioning is therefore 
mostly neutral when compared to the S&P/TSX with the three largest 
sectors at a market weight. We also recommend a market weight in 
the consumer discretionary and consumer staples sectors. Our sector 
underweights are health care, telecommunications and utilities.  In 
the case of telecommunications and utilities, our underweight stance 
is largely due to valuations which we view to be relatively stretched.  
When considering health care, in general we prefer to look outside of 
Canada, as the domestic sector is small and lacks depth and breadth. 
We are overweight the industrials and information technology 
sectors, which provides a slight cyclical tilt in portfolios, although 
even within these sectors, our security selection is defensive.  We 
maintain our focus on high quality, large cap, dividend-paying stocks.  
In an environment characterized by slow economic growth and 
slowing earnings growth, companies with track record of growing 
earnings and a visible future earnings profi le should reward investors 
over time.  

Chart 1: S&P/TSX Composite Price History

Source: Bloomberg Finance L.P. As at October 26, 2012
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TSX Sector YTD Div 
Sector Weight Position Change Yield Trail Forward
Consumer Discretionary 4.4% Market 13.5% 2.7% 12.6 12.2
Consumer Staples 2.9% Market 11.9% 1.7% 15.8 14
Energy 25.9% Market -2.1% 3.1% 16.7 17.8
Financials 31.1% Market 7.8% 4.1% 13.4 11.3
Health Care 1.9% Under 22.1% 0.6% 18 26
Industrials 5.9% Over 7.4% 2.2% 16.2 16.2
Information Technology 1.2% Over -10.3% 0.6% 7.4 20.2
Materials 19.8% Market -1.4% 1.2% 15.4 14.5
Telecommunications 5.0% Under 5.0% 4.5% 13.9 15
Utilities 1.9% Under -1.6% 4.8% 19.8 19.5
S&P/TSX Composite 3.2% 2.9% 14.8 14.1

P/E

Source: Bloomberg Finance L.P., Thomson Reuters, Portfolio Advice & Investment Research. 
As at October 26, 2012
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“The one thing I’ve learned in my lifetime is you don’t know 
everything. People who think they do, those are the people who get 
themselves in trouble.”     Wayne Gretzky

While hockey legend Wayne Gretzky is not your average investor, 
he recently provided sound fi nancial principals that relate to every 
investor.  Speaking at a panel put on by TD Waterhouse titled “Life 
after hockey, fi nancial advice and the need to plan for retirement, even 
if you are Wayne Gretzky,” his story showed that the accumulation 
and preservation of his wealth did not come by accident. While readily 
admitting to his limitations when it comes to investor knowledge, he 
has been able to avoid investing mistakes made by many professional 
athletes using his own set of values to guide his fi nancial decisions.  

Do What is Right for You
Wayne Gretzky’s fi nancial rules are very conservative: he does not like 
to have any debt, keeps his money mostly in the bank and in low risk 
bonds and says he would never put more than 10% of his wealth into 
any investment opportunity. He gives credit to his father, Walter, for 
instilling the conservative values that govern every fi nancial decision 
he makes in his life. Wayne recalled signing his fi rst contract with the 
World Hockey Association’s Indianapolis Racers in 1978 and getting 
a $250,000 signing bonus. Like any excited teenager with money to 
spend, he wanted to take the cash and get himself a car, but kept 
true to his principals by buying a used Trans-Am for $3,800. “I’m not 
a fl amboyant guy and I’m not the kind of guy who needs a lot of cars 
or needs to buy a lot of things to make myself feel good, so I’ve always 
stayed conservative and I live the same way today.” Wayne says he 
does not buy stocks, but the principal there is that he does not invest 
in things he does not understand or is uncomfortable with. The lesson 
for all investors is to do what is right for you and not to compare your 
own unique circumstances against others. The investment community 
is divided into two classes: large institutional investors and individual 
(retail) investors. Investment decisions and solutions designed for 
institutional investors may not always be suitable for individual 
investors. Performance measurement is important for investing, but 
measures for professional institutional money managers may not be 
the best measures for individual investors. Institutional measurements 
are normally based on benchmark performance, relative to an index 
such as a stock exchange, or against peers. That means you can 
lose money and still have successful investment performance if you 
can beat your benchmark. However, individuals normally base their 
performance measurement on absolute returns – simply, did the 
investment make or lose money?  What kind of an investor are you? 

Why Bonds Still Have a Place in Investment Portfolios
Wayne Gretzky says he is not a big risk taker and that he learned 
early on to live within his means and keep his nest egg secure. This 
is like most ordinary Canadians – they work and save their money. 
Savings is the foundation for investing and provides the assurance 
of the return of capital before return on capital. Bonds are viewed 
as safe, secure investments that provide greater returns than leaving 
your money in a bank. They are called fi xed income investments for 
a good reason: they are designed to provide a stable, dependable 
income stream (the coupon rate) over the term of the security, plus 
a return of the full face value of the bond at maturity (par value, or 
$100.00). Even in the current challenging environment of historically 
low interest rates, bonds remain important for fi nancial and 
retirement planning, as they provide accurate income streams to help 
meet anticipated future requirements. However, investors should be 
aware that there are two components in total bond returns: interest 
income and market risk. Because bond interest rates are fi xed, but 
market rates are constantly changing, bond values also change all 
the time. If market rates fall below the bond’s coupon rate, the bond 
becomes more attractive and appreciates in value (price will be at 
a premium above par). Conversely, when interest rates are higher 
than that offered by a bond’s coupon rate, that bond becomes less 
desirable. As a result, that bond will be worth less than its par value 
and sell at a discount. Canadian investors have experienced strong 
total bond returns since the early 1980s as market interest rates have 
steadily declined, producing strong price appreciation along with the 
interest income. It is important for investors to realize that with market 
interest rates near record lows, further price appreciation for bonds is 
becoming more unlikely and that the price of their bond investments 
will decline in a sustained period of rising interest rates. However, 
bond investors can easily avoid market risk altogether by holding the 
securities to maturity. As bonds mature at 100.00, the difference in 
price at the initial purchase date can generate either a capital gain or 
loss. To generate a capital gain, investors will buy a bond priced below 
100.00, but will have to accept a lower fi xed interest rate than the 
prevailing market rate. For investors who desire more income than 
what market rates are currently providing, higher coupon premium 
bonds provide a trade-off that will generate a capital loss at maturity. 
While most investors would like to generate a capital gain, income 
from premium bonds may be more important for some investors and 
the capital losses generated may be useful for future tax planning.   

Wayne Gretzky’s investment philosophy is unique to his circumstances, 
but his common sense insights on risk management are applicable 
for every investor.

Fixed Income:

Some Financial Lessons from Wayne Gretzky
Sheldon Dong, CFA, VP Fixed Income Strategy
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Interest rates in North America remain at generational lows and, 
given comments from the Bank of Canada and U.S. Federal Reserve 
Board, expectations are that rates may stay lower for longer. As 
a result, several market pundits anticipate a low growth, low 
return environment to endure over the medium term. This outlook 
suggests investors who have historically relied heavily on bonds not 
only for income but also for capital appreciation may need to lower 
their total return expectations or consider moving up the risk curve 
to potentially achieve their long-term goals. 

In our September 2012 article entitled, “Interest Rates Expectations 
and Impacts to Bond Funds”, we highlighted how fi xed income 
can still play an important role in a portfolio by providing safety 
and modest income, focusing on fl exible mandates that include 
corporate credits. However, for investors looking for higher income 
or growth potential to outpace infl ation, and who are willing 
to accept a higher degree of risk, other options might be worth 
considering. We now extend the list of potential solutions to include 
conservative balanced mandates. 

For investors who can tolerate an increased level of risk in order to 
achieve higher potential returns, we highlight a suite of balanced 
mutual funds that are managed in a relatively conservative manner 
which may complement existing holdings. When utilizing balanced 
funds within a portfolio, consider the impact on overall asset 
allocation and individual investor risk tolerance. We believe focusing 
on balanced funds that pursue high quality, large-cap, dividend 
paying equity investment strategies may be a suitable solution to 
help meet the capital appreciation goal of a portfolio. The following 
represents some solutions with these characteristics.

Manulife Monthly High Income Fund

Portfolio Manager Alan Wicks’ primary goal for the Fund is to 
preserve capital and pay a consistent monthly distribution targeted 
at $0.06/unit. In pursuing this goal, the team implements a value-
based investment strategy when investing in stocks. The main focus 
is on large-cap, dividend paying companies, which Wicks and team 
look to purchase at a discount to what the team perceives to be 
the company’s intrinsic value. The fi xed income team, led by Terry 
Carr, makes investments primarily in government and investment 
grade corporate bonds. As at September 30, 2012, the Fund was 
positioned with 60% equities and 40% fi xed income. We believe 
this mandate offers a compelling way to gain relatively conservative 
equity exposure with an overall focus on downside risk. 

Dynamic Strategic Yield Fund

Portfolio Manager Oscar Belaiche describes his investment style as 
quality at a reasonable price (QUARP). Among the Fund’s key goals 
is to provide a consistent, conservative monthly income stream 
targeted at 5% annually. When managing the equities, Belaiche 

focuses on investing in cash fl ow rich companies that he believes 
can grow their cash fl ow and dividends. Michael McHugh manages 
the fi xed income holdings of the Fund, with the objective of 
providing a low volatility income stream. The Fund was positioned 
with approximately 51% equities, 31% fi xed income, 11% cash 
and 6% alternative investments as at September 30, 2012.  The 
Fund has provided strong downside protection since its inception 
in March 2009.

CI Harbour Growth & Income 

Portfolio Manager Gerald Coleman looks to invest in strong 
businesses with high return on equity, strong free cash fl ow and 
strong balance sheets. The Harbour team strives to invest in easy-
to-understand, quality businesses with promising futures, which 
positions them as a core manager suitable for relatively risk-averse 
investors seeking conservative equity exposure. The fi xed income 
component of the Fund acts as a portfolio stabilizer and typically 
invests in short-term Government bonds and cash when there are 
limited opportunities in equities.  Given the low yields offered by 
Government bonds, the Fund has been focused on equities which, 
as at September 30, 2012, represented 82% of the Fund, with 
15% in cash and 3% in bonds. The overall investment strategy 
has resulted in the Fund providing strong downside protection in 
weaker market environments.

Other notable managers that have a focus on larger-cap, dividend 
paying companies whose Funds have historically provided strong 
downside protection include: Signature Global Advisors, led by Eric 
Bushell; the Mackenzie Ivy investment team, led by Paul Musson; 
and TD Asset Management’s Canadian Dividend & Blue Chip Equity 
team, headed by Doug Warwick.   

Source: Morningstar PALTrak. As at September 30, 2012 SIR: Since Inception 
Return

Revisit Expectations

With interest rates likely to stay lower for longer, challenges 
regarding total return scenarios for the future remain top of 
mind. Considering other alternatives within a diversifi ed portfolio 
while recognizing risk tolerance may be a worthwhile exercise. 
Conservative balanced funds that focus on quality, large-cap, 
dividend-paying companies may improve an investor’s ability to 
meet their long-term capital appreciation objectives.

Mutual Funds:

Revisiting Expectations for Conservative Mutual Fund Investors
Corey Hurwitz, MBA, Senior Analyst, Mutual Funds

Fund Name 1 Yr 3 Yr 5 Yr 10 Yr S.I.R. AUM (C$) MER
CI Harbour Growth & Income 8.2 2.2 -0.2 5.5 5.1 6984.0 2.42
CI Signature Canadian Balanced 9.0 4.4 2.4 7.5 7.4 1963.9 2.42
CI Signature Income & Growth 12.2 5.9 2.6 7.4 6.5 4617.2 2.42
Dynamic Strategic Yield Sr A 10.1 10.3 16.0 4874.0 2.28
Mac Ivy Growth & Income 7.7 5.1 0.6 3.3 6.2 1041.0 2.22
Manulife Monthly High Income 8.8 6.2 2.1 7.2 7.9 5643.6 2.14
TD Monthly Income - A 9.3 7.2 3.6 8.6 6215.9 1.46

Table 1: Notable Balanced Funds
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Performance Monitor:

Monthly Market Review

 (%) (%) (%) (%) (%) (%) (%) (%)
Canadian Indices ($CA) Total Return Index Level 1 Month 3 Month YTD 1 Year 3 Year 5 Year 10 Year 20 Year
S&P/TSX Composite 35,469 1.07 7.30 6.50 4.47 7.36 -0.34 9.81 9.17

S&P/TSX Composite (Price) 12,423 0.86 6.50 3.91 1.39 4.42 -3.21 7.11 6.79

S&P/TSX 60 1,641 1.47 7.76 7.15 5.07 6.06 -0.74 9.89 9.70

S&P/TSX SmallCap 812 -0.40 5.27 -0.64 -4.24 8.19 -1.77 6.36 -

 
US Indices ($US) Total Return Index Level 1 Month 3 Month YTD 1 Year 3 Year 5 Year 10 Year 20 Year
S&P 500 2,468 -1.85 2.96 14.29 15.21 13.21 0.36 6.91 8.38

S&P 500 (Price) 1,412 -1.98 2.38 12.29 12.68 10.87 -1.84 4.77 6.27

Dow Jones Industrial (Price) 13,096 -2.54 0.67 7.19 9.55 10.48 -1.23 4.54 7.26

NASDAQ Composite (Price) 2,977 -4.46 1.28 14.28 10.91 13.34 0.81 8.39 8.29

Russell 2000 3,748 -2.17 4.41 11.75 12.08 14.82 1.19 9.58 8.80

US Indices ($CA) Total Return Index Level 1 Month 3 Month YTD 1 Year 3 Year 5 Year 10 Year 20 Year
S&P 500 2,467 -0.26 2.77 12.34 15.91 10.42 1.39 2.25 7.23

S&P 500 (Price) 1,412 -0.39 2.20 10.37 13.36 8.14 -0.83 0.21 5.13

Dow Jones Industrial (Price) 13,091 -0.96 0.49 5.36 10.22 7.75 -0.21 -0.01 6.11

NASDAQ Composite (Price) 2,976 -2.91 1.10 12.33 11.58 10.54 1.85 3.67 7.14

Russell 2000 3,747 -0.59 4.22 9.84 12.77 11.99 2.23 4.81 7.64

MSCI Indices ($US) Total Return Index Level 1 Month 3 Month YTD 1 Year 3 Year 5 Year 10 Year 20 Year
World 4,597 -0.65 4.77 12.82 10.11 8.48 -2.30 7.77 7.35

EAFE (Europe, Australia, Far East) 5,144 0.84 6.66 11.52 5.15 3.31 -5.35 8.21 6.26

EM (Emerging Markets) 1,884 -0.60 5.12 11.66 2.98 5.70 -3.17 16.56 8.59

MSCI Indices ($CA) Total Return Index Level 1 Month 3 Month YTD 1 Year 3 Year 5 Year 10 Year 20 Year
World 4,595 0.96 4.58 10.89 10.78 5.80 -1.30 3.08 6.21

EAFE (Europe, Australasia, Far East) 5,142 2.47 6.47 9.62 5.79 0.76 -4.38 3.50 5.13

EM (Emerging Markets) 1,883 1.01 4.93 9.75 3.60 3.09 -2.18 11.48 7.43

Currency Impact Level 1 Month 3 Month YTD 1 Year 3 Year 5 Year 10 Year 20 Year
Canadian Dollar ($US/$CA) 100.04 -1.59 0.18 1.74 -0.61 2.53 -1.01 4.55 1.08

Regional Indices (Native Currency) Price Return Index Level 1 Month 3 Month YTD 1 Year 3 Year 5 Year 10 Year 20 Year
London FTSE 100 (UK) 5,783 0.71 2.62 3.78 4.30 4.66 -2.96 3.65 3.96

Hang Seng (Hong Kong) 21,642 3.85 9.32 17.40 8.95 -0.17 -7.15 8.65 6.46

Nikkei 225 (Japan) 8,928 0.66 2.68 5.59 -0.67 -3.82 -11.81 0.33 -3.10

Bond Yields 3 Month 5 Year 10 Year 30 Year
Government of Canada Yields 0.99 1.34 1.79 2.38

US Treasury Yields 0.11 0.72 1.69 2.86

As of October 31, 2012
Sources: TD Securities Inc., Bloomberg Finance L.P.



7 Monthly Perspectives November 2012

Appendix A:

Important Information

Full disclosures for all companies covered by TD Securities Inc. can be viewed at 
https:// www.tdsresearch.com/equities/coverage.disclosure.action 

Research Ratings
ACTION LIST BUY: The stock’s total return is expected to exceed a minimum of 
15%, on a risk-adjusted basis, over the next 12 months and it is a top pick in the 
Analyst’s sector. 
BUY: The stock’s total return is expected to exceed a minimum of 15%, on a 
riskadjusted basis, over the next 12 months. 
SPECULATIVE BUY: The stock’s total return is expected to exceed 30% over the next 
12 months; however, there is material event risk associated with the investment 
that could result in signifi  cant loss. 
HOLD: The stock’s total return is expected to be between 0% and 15%, on a risk-
adjusted basis, over the next 12 months. 
TENDER: Investors are advised to tender their shares to a specifi c offer for the 
company’s securities. 
REDUCE: The stock’s total return is expected to be negative over the next 12 
months.

Research Dissemination Policy
TD Waterhouse makes its research products available in electronic format. 
TD Waterhouse posts its research products to its proprietary websites for all 
eligible clients to access by password and distributes the information to its sales 
personnel who may then distribute it to their retail clients under the appropriate 
circumstances either by email, fax or regular mail. No recipient may pass on to any 
other person, or reproduce by any means, the information contained in this report 
without the prior written consent of TD Waterhouse. 

Analyst Certifi cation
The TD Waterhouse Portfolio Advice & Investment Research analyst(s) responsible 
for this report hereby certify that (i) the recommendations and technical research 
opinions expressed in the research report accurately refl  ect the research analyst’s 
personal views about any and all of the securities or issuers discussed herein that 
are within the analyst’s coverage universe and (ii) no part of the research analyst’s 
compensation was, is, or will be, directly or indirectly, related to the provision of 
specifi c recommendations or views contained in the research report.

Mutual Fund Disclaimers
Commissions, trailing commissions, management fees and expenses all may be 
associated with mutual fund investments. Please read the prospectus, which 
contains detailed investment information, before investing. Mutual funds are not 
guaranteed or insured, their values change frequently and past performance may 
not be repeated.

The author(s) of the Portfolio Advice & Investment Research Team may own 
securities of the issuer(s) discussed in this report. 

TD Waterhouse Canada Inc. prepared this report and takes sole responsibility for 
its distribution. The content may have been based, at least in part, on material 
provided by Credit Suisse Corporation (“CS”), our correspondent research service. 
CS has given TD Waterhouse general permission to use its research reports as 
source materials, but has not reviewed or approved this report, nor has it been 
informed of its publication. CS may from time to time have long or short positions 
in, effect transactions in, and make markets in securities referred to herein. CS 
may from time to time perform investment banking services or other services for, 
or solicit investment banking or other businesses from any company mentioned 
in this report. Such research may not be prepared subject to Canadian disclosure 
requirements.

TD Waterhouse Canada Inc. Disclaimer
The statements and statistics contained herein are based on material believed 
to be reliable, but are not guaranteed to be accurate or complete. This report is 
for information purposes only and is not an offer or solicitation with respect to 
the purchase or sale of any investment fund, security or other product. Particular 
investments or trading strategies should be evaluated relative to each individual’s 
objectives. Graphs and charts are used for illustrative purposes only and do not 
refl  ect future values or future performance. This document does not provide 
individual, fi nancial, legal, investment or tax advice. Please consult your own legal, 
investment, and tax advisor. All opinions and other information included in this 
document are subject to change without notice. 

The Toronto-Dominion Bank and its affi liates and related entities are not liable for 
any errors or omissions in the information or for any loss or damage suffered. 
TD Waterhouse Canada Inc. and/or its affi liated persons or companies may hold a 
position in the securities mentioned, including options, futures and other derivative 
instruments thereon, and may, as principal or agent, buy or sell such securities. 
Affi liated persons or companies may also make a market in and participate in an 
underwriting of such securities. 

TD Waterhouse Discount Brokerage, TD Waterhouse Financial Planning, 
TD Waterhouse Institutional Services, and TD Waterhouse Private Investment 
Advice are divisions of TD Waterhouse Canada Inc., a subsidiary of The Toronto-
Dominion Bank. TD Waterhouse Canada Inc. – Member of the Canadian Investor 
Protection Fund. 

The Portfolio Advice and Investment Research team is part of TD Waterhouse, 
which is a subsidiary of The Toronto-Dominion Bank.

“TD Securities” is the trade name which TD Securities Inc. and TD Securities 
(USA) LLC. jointly use to market their institutional 
equity services. TD Securities is a trade-mark of The 
Toronto-Dominion Bank representing TD Securities 
Inc., TD Securities (USA) LLC, TD Securities Limited 
and certain corporate and investment banking 
activities of The Toronto-Dominion Bank. 

Bloomberg and Bloomberg.com are trademarks and 
service marks of Bloomberg Finance L.P., a Delaware 
limited partnership, or its subsidiaries. All rights 
reserved.

All trademarks are the property of their respective 
owners. ®/ The TD logo and other trade-marks are 
the property of The Toronto-Dominion Bank or a 
wholly-owned subsidiary, in Canada and/or in other 
countries.

^ Percentage of subject companies under each rating
category—BUY (covering Action List BUY, BUY and
Spec. BUY ratings), HOLD and REDUCE (covering
TENDER and REDUCE ratings).

* Percentage of subject companies within each of the
three categories (BUY, HOLD and REDUCE) for which
TD Securities Inc. has provided investment banking
services within the last 12 months.

Current as of October 2, 2012
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