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PH&N and RBC Asset Management
Taking it to the next level

� PH&N will be a subsidiary of RBC Asset Management

� John Montalbano to be CEO of both

� 4 of 6 members of PH&N executive committee from PH&N

� Key addition will be Dan Chornous as CIO

� Expanded investment management capabilities 

� Global equity, including small- and mid-cap

� Global fixed income, including high yield and emerging market debt

� Motivation to build business is intact

� Majority of PH&N shareholders have signed 3-year contracts and 5-year 

non-compete agreements

� PH&N incentive pool to mimic share ownership
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PH&N and RBC Asset Management
People – Dan Chornous, CIO

� Former Managing Director of Research & Chief Strategist at RBC 

Capital Markets

� CIO at RBC Asset Management since 2002

� Five years ago, RBC AM had only 12% of its investment fund 

assets in the top 2 quartiles over 10 years; today it is 82%  

� Will be CIO at PH&N and Chair the PH&N Asset Mix Committee
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Tradex Equity Fund Limited
Average Annual Compound Rates of Return March 31, 2008

Tradex Equity Fund Ltd. -4.8 -10.7 4.6 10.8 5.2

Average Canadian Equity Fund* -4.8 -5.1 7.5 12.8 6.4

S&P/TSX Total Return Index -2.8 4.0 14.2 18.5 7.8

S&P 500 Index (C$) -6.4 -15.6 0.2 3.6 0.2

*  Source:  Globefund

3 Mos 1 Yr 3 Yrs 5 Yrs 10 Yrs
% % % % %
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Canadian Equity Performance

What’s gone wrong over past three years? 

� Partly style, partly self inflicted, and the Canadian dollar hurt badly

� Misjudged the strength of the commodity cycle 

� Energy in 2005, mines & golds in 2006-07

� Poor stock picks

� Biovail & Celestica 

� Cautious too early

� Wanted to be defensive  

� We have realigned responsibilities internally effective December
2007

� We have improved our selling disciplines
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Tradex Equity Fund Limited
Performance Update to April 28, 2008

Tradex Equity Fund Ltd. 4.7 -0.3

Median Canadian Equity Fund 4.6 -0.4

S&P/TSX Total Return Index 5.7 2.7

S&P 500 Index (C$) 4.2 -2.5

Month to Date Year to Date
% %
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Equity Market
One Year Ended March 31, 2008

Performance of S&P/TSX Industry Sectors 
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TechnologyX Research-in-Motion!

Traditionally “defensive holdings”

RIM accounted 
for 134% of the 
Technology 
sector’s return

RIM accounted 
for 134% of the 
Technology 
sector’s return
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Equity Market
Quarter to March 31, 2008

Performance of S&P/TSX Industry Sectors
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How Do You Spell Volatility?
S&P/TSX Composite Index – First Quarter 2008
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Gas Prices Rebound Strongly
Built Gas Holdings in a Weak Market

Began 
building gas 
package

YTD Performance of 

our holdings

Encana +25.9%
Duvernay +63.6%

Iteration +51.4%
Proex +54.7%
NuVista +37.6%

YTD Performance of 

our holdings

Encana +25.9%
Duvernay +63.6%

Iteration +51.4%
Proex +54.7%
NuVista +37.6%
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The price of natural gas 
is up about 50% so far 
this year and has 
doubled from last 
summer’s lows.  Our 
holdings have done well 
year to date.

The price of natural gas 
is up about 50% so far 
this year and has 
doubled from last 
summer’s lows.  Our 
holdings have done well 
year to date.
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Fertilizer Stocks
Driven by Earnings Growth

AGRIUM

Jun-07 Apr-08

2009 EPS Est. $3.00 $7.17

Jun-07 Apr-08

2009 EPS Est. $3.00 $7.17

EPS 

Estimate

Share

Price
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Canadian Banks
Superior businesses vs. Canadian market

TSE Banks TSX Composite
ROE ROE

1970-79 15.0% 11.9%
1980-89 10.7% 10.0%
1990-99 13.5% 7.1%
2000-07 18.0% 13.0%
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Canadian Banks – A New Divergence
S&P/TSX Composite vs. S&P/TSX Capped Financial Index

S&P/TSX Capped Financial Index 

S&P/TSX Composite Index
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We have increased the 
Canadian banks weighting 
in the portfolio from 12.4% 
at year end to 18% today.

We have increased the 
Canadian banks weighting 
in the portfolio from 12.4% 
at year end to 18% today.

New
Divergence
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Being Opportunistic 
Buying CIBC

S&P/TSX Capped Financial Index

Cdn. Imperial Bank of Commerce 
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Bought

CIBC shares sell at a 25% discount to our 
estimate of intrinsic value and sport a dividend 
yield of 5%.  We increased the position to a 
3.5% weight.

CIBC shares sell at a 25% discount to our 
estimate of intrinsic value and sport a dividend 
yield of 5%.  We increased the position to a 
3.5% weight.
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Being Opportunistic 
Buying Bank of Montreal

S&P/TSX Capped Financial Index

Bank of Montreal
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Bought

Bought

BMO shares sell at a 33% discount to our 
estimate of intrinsic value and sport a dividend 
yield of 6%.  We initiated a 3% position in the 
first quarter.

BMO shares sell at a 33% discount to our 
estimate of intrinsic value and sport a dividend 
yield of 6%.  We initiated a 3% position in the 
first quarter.
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Canadian Equities - Risk Has Increased
S&P/TSX Earnings & Expectations Well Above Trend

Source: RBC Capital Markets

Duration Increase in

Trough Peak (Months) Earnings

1. Aug 1971 Dec 1974 40 126%
2. Oct 1976 Oct 1980 48 135%
3. Apr 1983 Mar 1986 35 144%
4. Dec 1986 Jun 1989 30 98%
5. Jun 1992 Dec 1995 42 140%
6. Jun 1999 Mar 2001 21 85%
7. May 2002 Present 64 216%

Dec. 2008 Estimate
$888
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This Time it’s Different
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Very Different!
Crude Oil Price
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Global Commodity Derivative Trading
Contract Turnover
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Commodities Detach From Near-Term Reality

Global Trade and Commodity Futures
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Summary

� Historically, turbulent times offer the next great opportunities e.g.: 

� Canadian banks

� Consumer stocks

� Expectations should be that if Energy/Commodity prices soar, 

Canadian portfolio will lag

� Equity portfolios defensively positioned in stable, quality 

companies at reasonable valuations.

� Excited about new resources from RBCAM


