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The Real Story Behind Globalization 
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Equity Market 
One Year to March 31, 2005

Performance of S&P/TSX Indu stry Sectors
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Source:  Library\Xcel Charts\Miscellaneous Xcel
Charts\PAUL EXCEL SPREADSHEETS/GICs Performance
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A Stock Picker’s Market
Year end March 31, 2005

Materials +7.5%
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Air Transat +61%
Westjet -11%
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Research in Motion +51%
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Encana +52%
Petro Canada +23%
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Financials +14.5%
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Biovail
Negatives Priced into the Stock

BPereira:

Please do n ot 
delete . . .

Source: 
SMARSHALL 
(April 11 05)

n New & existing drugs sales about as 
expected

n Profitabilit y of U.S. sales force to be 
enhanced

n Drug pipeline progressing, but a 
littl e behind schedule

n Outcome of SEC investigation 
adding to uncertainty

n 15% earnings growth over next 
three years

n Valuation: 10x 2005 EPS,  9x Free 
Cash Flow

n Position size: 2.4% of portfolio
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Tradex Equity Fund L imited
Average Annual Compound Rate of Return March 31, 2005

Tradex Equity Fund L td. 12.1 10.7 5.6 3.1 11.2 9.7
S&P/TSX Total Return Index* 11.9 13.9 8.9 2.0 9.6 9.1

Median Canadian Equity Fund* 10.9 11.3 6.1 4.3 10.2 8.9

*  Source:  Globe HySales

6 Mos 1 Yr 3 Yrs 5 Yrs 10 Yrs 15 Yrs
% % % % % %
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Performance Update
Year to Date – April 22, 2005

Tradex Equity Fund L td. +2.8

S&P/TSX Total Return Index* +1.8

Median Canadian Equity Fund* +1.5

*  Source:  Globe HySales

Year to Date
%
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Foreign Property Rule
Will it  Come to Pass?

n Surprise announcement in February budget:  Foreign Property Rule
to be eliminated

n But! …

n Major parties don’ t seem opposed to elimination but this provision 
may get caught in cross-fire

n If passed, raises questions:

l should foreign content be increased?

l what is the optimum level of foreign content?

l what is done in other countries?

l to hedge currency or not?
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Foreign Property Rule
Reasons to Consider Higher Foreign Content
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n Canada is a small market, only 3% 
of world markets, and is highly 
concentrated by sector …

… and by capitalization
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Foreign Property Rule
Implications to Tradex Equity Fund

Philosophy remains the same:

n Foreign weight will be function of stock specific opportunities

n Use foreign exposure to offset narrow Canadian market

l Financials and Resources now nearly 70% of market

l Healthcare, Consumer sectors under-represented

n Currently 28% of book value:

l Future range 20% to 40%?
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Great Expectations
Consensus One Year Earnings Growth Estimates

37% of S&P/TSX Index 32% of S&P/TSX Index

High Expectations – Potential to Disappoint 
Underweight

Low Expectations – Potential to Surprise 
Overweight

22%

16%

8.6%

Materials Energy Financials

Source:  RBC Capital Markets
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Resources versus Financials
Paying More . . . For Less Certainty!

Materials 15.6 1.1% +6.8% 18.9%

Energy 14.0 0.8% +17.8% 15.5%

S&P/TSX Composite 15.0 1.4% +10.9% 11.4%

Financials 12.8 2.8% +11.8% 5.7%

*  12 months forward based on consensus earning

5-Yr Historical
Dividend Earnings Earnings 

P/E* Yield Growth Volatil ity
(x) (%) (%) (%)

Source:  CPMS
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Crude Oil
West Texas Intermediate “Spot” Price

BPereira:

Update from Paul 
(April 15/05)
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Oil Inventor ies
Moving on up

U.S. Strategic Petroleum
Reserve Inventories

800

0

100

200

300

400

500

600

700

19
77

19
82

19
87

19
92

19
97

20
02

M
ill

io
n 

B
B

Ls

capacity

U.S. Inventories of Crude Oil
(Excluding Strategic Petroleum Reserve)  

Source:  FirstEnergy Capital Corp. US DOE/EIA.

250

270

290

310

330

350

Jan Feb Mar May Jun Jul Sep Oct Dec

Milli on Barrels

250

270

290

310

330

350
5 Yr High-Low Range

2005

BPereira:

Received from 
Denny Roman 
(April 18 05)

BPereira:

Received from 
Denny Roman 
(April 18 05)



Tradex Equity Fund L imited - 14 -

Tradex Energy Holdings

Calfrac Well Services 1.3 7.75 32.50 319%

Duvernay Oil 3.2 11.25 26.60 136%

Suncor 2.1 21.90 46.76 114%

Encana 5.9 40.38 82.75 105%

Shawcor 0.8 10.63 17.79 67%

Vaquero Energy 0.6 7.16 6.94 -3%

Highpine Oil & Gas 0.7 19.12 18.05 -6%

Total 14.6

% of Purchase Current Percent
Fund Price Price Change
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Canadian Equity Strategy
Second Quarter 2005

n Major “structural” positions remain in place

l overweight Financials – low expectations

l underweight Materials – high expectations

n Modestly pro-cyclical, but value conscious

l Materials exposure to be reduced selectively

l Energy stocks have appreciated rapidly
o but high oil price has not yet hurt demand

n Stock selection will continue to be key

l bottom-up focus on quali ty growth stocks

l looking to upgrade quali ty and growth for little additional 
valuation premium



Tradex Equity Fund 

Annual General Meeting

April 28, 2005
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Presented by:   Andy MacDonald, Vice President


