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2011: What went wrong

m Expectations were way too high at the beginning of the
year

m The markets had already rebounded strongly from their
March 2009 lows

m Downward revisions as a result of:
= Tsunami in Japan — March
= Standard and Poor’s downgrades US Gov't debt - August
= IMF lowers its World growth forecasts — September
= European sovereign debt saga continues - Fall
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S&P 500: last 5 years

January 31, 2012
+4.4% : YTD
+19.4% : from October low

Oct. 9, 2007

April 29, 2011

0,
Sept. 12, 2008 -7.8%
: Dec. 31, 2011

-46.0%

Lehman’s bankruptcy
September 15

Source: Bloomberg — December 31, 2011 close Dynamic Funds®
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S&P/TSX: last 5 years

January 31, 2012
+4.2% : YTD
+11.4% : from October low

June 18, 2008

14000 | Aprll 5. 2011 - 1a00n

- ()
15.3% 16.2%

Sept. 12, 2008 +88.6%

Lehman’s bankruptcy
September 15

MAY SEP 2008 MAY SEP 2009 MAY SEP SEP 20M MAY SEP 2012

Source: Bloomberg — December 31, 2011 close Dynamic Funds*
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Major financial market returns? in
—-in C$

Canadian Bonds (DEX Universe Index)

Canadian Equities (S&P/TSX)

U.S. Equities (S&P 500)

International Equities (MSCI EAFE)

Emerging markets (MSCI EM)

1. Total retum including dividends
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Why has Canada done relatively better

than other major countries

m Less dependent on the U.S. than in the past

m The Canadian economy is more cyclical - impacted by
the demand for our resources

m Energy and other resource companies account for
almost half of the S&P/TSX market cap

m The industrialization of China has benefited the TSX and
other resource rich countries — Australia, New Zealand
and Brazil — to name a few

m The C$ has risen in tandem with the commodity boom
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The S&P/TSX Is heavily resource and
financials weighted

GIC Sector weights?

Energy

Materials

S&P/TSX

27.1%

S&P 500

12.3%

21.1%

3.5%

Industrials

5.8%

10.7%

Consumer Discretionary

4.0%

10.7%

Consumer Staples

2.8%

11.5%

Health Care

1.4%

11.9%

Financials

29.3%

13.4%

Information Technology

1.3%

19.0%

Telecom. Services

5.2%

3.2%

Utilities

1. As at December 31, 2011

2.0%

3.9%
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Why Canada has done relatively

better over the last decade

RELATIVE PERFORMANCE TSX/S&P500
(December 1949 = 100)

100 f---
Rising commodity prices
Ratio Last month: December 2011
CICAICCOIC I I U D AU A S I R g gt SRR g g g g
Source : Ibbotson, Dynamic Funds Dynamic Funds:
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Outlook 2012

m Repeat of 20117

m Volatility will persist as Europe’s sovereign debt issues
have still not been resolved

m But this being said, there are opportunities to make
money by taking advantage of disparities in the
economic cycles of the major regions/countries around
the world

m Diversification and rebalancing will be more important
than ever

m Active management is to be favored
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Outlook varies by region

. Economic/financial : . Stock market
Regions " Downside risk :
conditions valuation

Becoming more

U.S. Improving Reduced

reasonable
- : : Attractive, but
SAUGEE | PRctBEk Increasing downside risk is high
China  Deteriorating Rising f\ttra}ctl\l{e only if "soft
anding" scenario
Canada Stable i Dependent on world

economic growth
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U.S. Economy

US UNEMPLOYMENT RATE
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U.S. Economy

US HOUSING STARTS
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Sovereign debt crisis

GREECE PORTUGAL

52 k| 15 12
43 36
44 - 1 10-year government bond yield
m Greece 10-year minus German 10-year - 12 - - -9
36 27 L[“\L

32 24 g 6
28 21 ' M\\\

24 14

10-year government bond yield

20 yearg v 15 & ]“u 3
- F- ; \\Am

12 H#' 9 3 0
j .r‘-\-.,_%._ - d i Portugal 10-year minus German 10-year

‘Weekly, Last Date : January 5, 2012 el Weekly, Last Date : January 5, 2012
n::::::::::::::h:k"‘._r—r....-."‘}rﬁ{::ﬂ " +-—+—t+tt+t+t+t+t+t+t+t+—t+—+—t+—+—+—+—+—+—+—+—+++—+++
85 B8 8 91 93 95 97 99 01 03 05 O7f 09 N 85 8 B89 91 93 95 97 99 01 03 05 oOf 09 N
ITALY
15 12 15 - SPAIN 12
10-year government 10-year government bond yield

bond vield

12 L f 9 12 \ A 9
g )ﬂ i Italy 10-year minus German 10-year G 9 | 6

Spain 10-year minus German 10-year

Weekly, Last Date : January 5, 2012 ‘Weekly, Last Date - January 5, 2012

S e S S s e e S B LA e -3 ] T T T 11 LI B B B B T t

0 —t—+—+——+—+— 2

t
05 ofr 08 1

t
B &7 88 ™ 93 95 &7 89 01 03 05 oOF D03 11 85 87 &89 o 93 95 97 99 0 03

Source: DundeeWealth Economics Dynamic Funds-

19 Invest with advice.




Emerging economies are already

slowing down

m China and India’s economies are slowing down following
rate increases in 2011 to cool inflationary pressures

m China’s real estate prices are also a concern, so Chinese
authorities have changed their focus — stimulating the
economy instead of fighting inflation — bank reserve
requirements have been reduced in December, the first
move in 3 years

m Currency interventions by Swiss and Japanese authorities
to push their FX rates lower: competitive devaluations

m But, it will be difficult for countries to all grow out of the
recession
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Implications for financial markets

m Short term interest rates will remain low until well into 2013

m Slower growth = contained inflation, so that bond yields, even
though at historical lows, are likely to stay low

m Keep bonds in your portfolio to cushion stocks’ inherent
volatility — 2011 was a perfect example

m Equity markets benefit from low interest rates, but they are
also dependent on economic growth

m Certain markets are attractively priced, while others are still on
shaky grounds

m Volatility is here to stay: favor active portfolio managers that
trade and adjust their strategies more frequently
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Investment strategy

Be more conservative than usual —focus on investment
risks

m Keep some cash and high quality bonds

m On the equity side, favor dividend paying stocks and
companies with strong balance sheets and stable
businesses

m Continue to diversify your investments and ensure you're
comfortable with your portfolio positioning

m Rebalance if need be

m Dollar-cost averaging makes sense at this point in the
cycle.
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Stick to your game plan

m Don't fall for the latest fad
m Beware when people tell you "it's different this time"
m Have a long term view and don’t focus on the short term

m Don’t let your emotions drive your actions
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The emotional roller coaster

Point of maximum
financial risk

Euphoria .
Anxiety

Thrill
Denial

Excitement Fear

Desperation

Optimism Optimism

_ _ Relief
Capitulation
Despondency Depression
Point of maximum
financial
opportunity
Source: Westcore Funds / Denver Investment Advisers LLC, 1998 Dynamic Funds
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Managing money like the pros

n1 ASSESSING OBJECTIVES

ASK YOURSELF: WHAT KIND OF INVESTOR AM 17
02 ASSET ALLOCATION
FIMND THE BALAMCE BETWEEM RETURMS AMD VOLATILITY

0 2 STYLE DIVERSIFICATION

Establishing your

WVALUE, GROWTH, ORA MAMAGER THAT MIXES BOTH Own I nvestm ent
Policy Statement
04 ‘wucerseecion

05 REBALANCING & MONITORING

KEEPIMG EXPOSURE TO RISK AT A CONSTAMT LEVEL

Dynamic FFunds:

Invest with advice.

25




Important information

m Commissions, trailing commissions, management fees and expenses all
may be associated with mutual fund investments. Please read the
prospectus before investing. Mutual funds are not guaranteed, their values
change frequently and past performance may not be repeated.

m Views expressed regarding a particular company, security, industry or
market sector should not be considered an indication of trading intent of any
mutual funds managed by Goodman & Company, Investment Counsel Ltd.
These views are not to be considered as investment advice nor should they
be considered a recommendation to buy or sell. Should you require such
advice, we strongly suggest that you speak with your investment advisor.

m This document is not to be distributed or reproduced without the consent of
Goodman & Company, Investment Counsel. Dynamic Funds is a division of
Goodman & Company, Investment Counsel Ltd.
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