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What Moved the Markets

Equity markets climbed higher in April, extending a Financials-led
rally that began on March 10™. In Canada, the TSX extended its
winning streak by closing higher for seven consecutive weeks,
pulling the index into positive territory year-to-date. The S&P 500
also posted a very strong monthly performance, climbing almost
10%.

“Less bad” economic news began rolling in on the first day of the
month when ISM Manufacturing data came in better than expected.
On April 2" shares of Research In Motion (RIM) energized the
TSX after the company released earnings that handily beat
expectations.

Market-bears looking for disastrous earnings were disappointed.
Alcoa (AA) unofficially kicked off U.S. earnings season on April 7"
with a loss, but investors looked past the quarter's results and
focused instead on the positive impact of cost cutting measures.
Focusing on the positive, it turned out, was a theme that would be
repeated throughout the month. Overall, earnings were in-line with or
ahead of admittedly-low expectations, and provided no notable
catalyst for a market pull-back.

Time and time again the market was resilient in the face of negative
headlines. On April 14", data showed that U.S. retail spending had
fallen 1.1% in March (versus an expected 0.3% gain). Equity markets
sold off on the news, but rebounded on the following day. On April
20", Bank of America (BAC) announced that it had set aside
US$13.4 bhillion to cover lending losses. Once again, markets
bounced back the next day.

In Canada, the Bank of Canada reduced the key lending rate to a
record low of 0.25% and predicted that the recession would be
deeper than expected, but stopped short of committing to
guantitative easing policies. Equity markets closed higher on the day.

The much anticipated U.S. bank ‘Stress Test'” methodology
announcement turned out to be a non-event, as it did not provide
many of the specifics that investors had been seeking.

At month’s end, equity markets successfully shrugged off news of
spreading swine flu from Mexico, automaker bankruptcy fears, and a
U.S. first quarter GDP figure (-6.1%) that was well below
expectations. The market resiliency combined with rising Consumer
Confidence (the metric jumped from 26.9 in March to 39.2 in April)
has led some, including the U.S. Federal Reserve, to believe that the
worst of the economic downturn is now behind us.

Number Crunching

Equity Indices Index Level Month YTD*

S&P/TSX Composite Index 9,324.83 6.9% 3.8%
Dow Jones Industrial Average 8,168.12 7.3% -6.9%
S&P 500 Index 872.81 9.4% -3.4%
NASDAQ Composite Index 1,717.30 12.3% 8.9%
MSCI World 893.02 10.9% -3.0%
MSCI EAFE 1,185.84 12.3% -4.2%
MSCI World TR 2,867.37 11.3% -1.8%
S&P/TSX Sector Performance Index Level Month YTD*

S&P/TSX Financials 1,204.76 15.0% 6.2%
S&P/TSX Energy 2,255.46 7.9% 6.6%
S&P/TSX Materials 2,230.57 -8.5% -1.5%
S&P/TSX Industrials 901.03 10.4% -1.7%
S&P/TSX Consumer Discretionary 771.35 4.2% -4.7%
S&P/TSX Telecom Services 641.50 -2.4% -11.0%
S&P/TSX Information Technology 280.44 42.8% 55.3%
S&P/TSX Consumer Staples 1,370.79 0.8% -5.9%
S&P/TSX Utilities 1,346.91 2.7% -10.8%
S&P/TSX Healthcare 256.50 -0.4% 1.6%)

US Dollar 1.1925 -5.4% -2.2%
Euro 1.5778 -5.5% -7.4%)
British Pound 1.7640 -2.3% -1.0%
Japanese Yen (100) 1.2091 -5.0% -10.0%
Crude Oil (WTI per barrel) $51.12 2.9% 14.6%
Natural Gas (per million btu) $3.37 -10.7% -40.0%
Gold (per ounce) $888.20 -3.4% 0.7%
Silver (per ounce) $12.37 -4.6% 8.6%
Copper (per pound) $2.01 10.7% 45.7%
Nickel (per pound) $5.27 19.2% 0.1%)
Aluminum (per pound) $0.66 7.7% -3.2%
Zinc (per pound) $0.65 8.0% 18.0%

*YTD return data is simple price return. All indices are in local currency unless otherwise noted.

Source: Bloomberg

S&P/TSX Index - Target Overnight Rate, LTM

e—S&P/TSX Index

e====Target Overnight Rate

4.0 %
35%
3.0 % A
25% 1
20% T
15% +
1.0% 1
05% 1

0.0%

5/13/08
6/13/08
7/16/08 -
8/18/08
9/18/08

10/21/08

11/20/08

12/23/08

1/27/09 -

2/27/09 -

3/31/09 -
5/1/09

T 14,000
T 13,000
T 12,000

= 10,000
T 9,000
—+ 8,000

16,000
15,000

11,000

7,000

* Source: Bloomberg

RBC
Dominion
{8 Securities



RBC DOMINION SECURITIES

A Closer Look - Seven Solid Weeks

By month’s end, the TSX had rallied for seven consecutive weeks,
more than erasing prior losses for the year. In the early stages of
the rally, which began on March 10", there appeared to be little of
substance underpinning the gains; several U.S. banks had
announced profits and lending was beginning to flow, but the
economic picture was bleak. Now, almost eight weeks later, there
is more to feel good about, not least of which is having survived
earnings-season without a meltdown. With some investors
suggesting that this rally is getting a little “long-in-the-tooth”, it is a
good time to take a look at how it has played out so far.

How unusual is a seven week rally?

Since 1919, the TSX has ended the week higher 1,324 times, or
56% of the time. There have been many multi-week rallies within
that period (Figure 1) — but ending higher for seven consecutive
weeks is quite exceptional. Excluding the current rally, the TSX
has gained for seven weeks in a row only seven times. Rallies that
delivered more than seven consecutive weeks of gains have
occurred only 10 times. In this respect, the current rally is notable.

How have the different sectors performed?

The leading sector by percentage gain is the Information
Technology sector (Figure 2), which has been driven higher by
soaring shares of Research In Motion (RIM). This sector
represents less that 5% of the TSX. The Financial sector has
posted a sharp gain since March o™ climbing over 45%. However,
because this sector was hardest hit before the rally, it was starting
from a lower point. Still, the Financial and Energy sectors are
ahead of the pack in terms of year-to-date performance; both are
higher by about 6%. The Telecommunications and Utilities sectors
have not participated in the rally; telecos are lower on lacklustre
earnings and guidance while utilities have drifted lower on low
energy prices.

How has the TSX performed relative to global indices?

The TSX has climbed about 24%, which is in line with most global
indices over the same period (Figure 3). The Hang Seng was far
ahead of the pack earlier in the month but has given back gains in
recent weeks. Shanghai has lagged the rally, but the index was
already 20% in the black for the year when the rally began. The
FTSE 100, on the other hand, was hard hit on the way down, and
has lagged on the way up.

Does this rally have legs?

The rally has added 24% to the TSX thus far. The weekly gains,
however, have been weakening gradually (Figure 4) which
suggests that the rally could be losing steam. Also, rallies that
extend unabated for more than seven weeks have historically been
an infrequent occurrence, so at seven weeks and counting the
bounds of probability are stretched. It is likely that the rally may
take a pause or retrace some ground in the coming weeks (as the
S&P 500 and other indices have done). However, ‘less bad’
leading indicators like rising Consumer Confidence and improved
ISM Manufacturing data could point to better times ahead.

TSX Rallies by Duration in Consecutive Weeks (from 1919)
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Year-to-Date TSX Sector Performance
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TSX Performance from March 9th
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North American Equity Performance - April 2009
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World Markets - April 2009

U.K:
Canada: FTSE 100
S&P/TSX MIM:  +8.1%
M/M:  +6.9% YTD: -4.3%
YTD: +3.8%
Germany: Japan:
DAX China: Nikkei:
U.S: M/M:  +16.8% Shanghai Index M/M:  +8.9%
S&P 500 YTD: -0.8% M/M:  +4.4% YTD: -04%
M/M:  +9.4% YTD: +36.1%
YTD: -3.4%
— Hong Kong:
M/M:  +14.3%
MIM: +17.5% VTD.  +7.9%
YTD: +18.2% ' '
Brazil:
Bovespa
M/M:  +15.5%
YTD: +25.9%
Australia:
S&P/ASX 200
M/M:  +5.5%
YTD: +1.6%
Global equity markets raced ahead in April, in many cases wiping
out year-to-date losses. The Bovespa, DAX, Sensex, and Hang
Seng all posted double digit gains.
The Shanghai Index, which had out-paced markets in prior months,
added a modest 4.4%.
*** All returns calculated in local currency. Source: Bloomberg
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Canadian Equities - April 2009

S&P/TSX Composite Sector Movement
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Reséarch In Motioﬁ Ltd
Manulife Financial Corp
Royal Bank of Canada
Bank of Montreal
Canadian Natural Resources Ltd
Toronto-Dominion Bank/The
Canadian Imperial Bank of Commerce/Canada
Bank of Nova Scotia
Sun Life Financial Inc
Teck Resources Ltd
IAMGOLD Corp
Tim Hortons Inc
Eldorado Gold Corp
Imperial Oil Ltd
TELUS Corp
Yamana Gold Inc
Agnico-Eagle Mines Ltd
Kinross Gold Corp
Barrick Gold Corp
Goldcorp Inc
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U.S. Equities - April 2009

S&P 500 Sector Movement
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General Electric Co
Wells Fargo & Co
JPMorgan Chase & Co
Apple Inc

Cisco Systems Inc
Microsoft Corp
American Express Co
Bank of America Corp
Google Inc
Goldman Sachs Group Inc/The
Archer-Daniels-Midland Co
Newmont Mining Corp
Chevron Corp
PepsiCo Inc/NC
Bank of New York Mellon Corp/The
Wal-Mart Stores Inc
Merck & Co Inc/NJ
Bristol-Myers Squibb Co
Exxon Mobil Corp
Abbott Laboratories
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Canadian and U.S. Economic Data - April 2009

Better Than Expected Event Period Consensus Actual Prior
Apr 1 us Total Vehicle Sales MAR 9.2M 9.9M 9.1M
Apr 1 us ISM Manufacturing MAR 36 36.3 35.8
Apr 2 us Factory Orders FEB 1.5% 1.8% -3.5%
Apr 7 us IBD/TIPP Economic Optimism APR 45.8 49.1 45.3
Apr 8 CA Housing Starts MAR 130.0K 154.7K 136.1K
Apr 21 CA Bank of Canada Rate 21-Apr 0.50% 0.25% 0.50%
Apr 22 us House Price Index MoM FEB -0.7% 0.7% 1.0%
Apr 23 CA Retail Sales Less Autos MoM FEB 0.2% 0.6% 1.4%
Apr 24 us Durable Goods Orders MAR -1.5% -0.8% 2.1%
Apr 28 us S&P/CaseShiller Home Price Ind FEB 142.8 143.17 146.35
Apr 28 us Consumer Confidence APR 29.7 39.2 26.9
Apr 29 us Core PCE QoQ 1Q 1.0% 1.5% 0.9%
Apr 29 us Personal Consumption 1Q 0.9% 2.2% -4.3%
As Expected
Apr 3 usS Unemployment Rate MAR 8.5% 8.5% 8.1%
Apr 9 CA Unemployment Rate MAR 8.0% 8.0% 7.7%
Apr 15 us Bloomberg Global Confidence APR - - 21.2 5.95
Apr 15 us Capacity Utilization MAR 69.6% 69.3% 70.3%
Apr 29 us FOMC Rate Decision 29-Apr 0.13% 0.25% 0.25%
Apr 30 CA Gross Domestic Product MoM FEB -0.1% -0.1% -0.7%
Apr 3 us Change in Nonfarm Payrolls MAR -660K -663K -651K
Apr 6 CA Building Permits MoM FEB -4.0% -15.9% -6.0%
Apr 9 CA Net Change in Employment MAR -50.0K -61.3K -82.6K
Apr 9 CA New Housing Price Index MoM FEB -0.5% -0.7% -0.6%
Apr 14 us Retail Sales Less Autos MAR 0.0% -0.9% 1.0%
Apr 15 us Consumer Price Index (MoM) MAR 0.1% -0.1% 0.4%
Apr 15 CA New Motor Vehicle Sales MoM FEB -2.0% -2.2% 4.3%
Apr 15 us Industrial Production MAR -0.9% -1.5% -1.5%
Apr 16 us Building Permits MAR 549K 513K 564K
Apr 16 us Housing Starts MAR 540K 510K 572K
Apr 17 CA Consumer Price Index MoM MAR 0.3% 0.2% 0.7%
Apr 20 us Leading Indicators MAR -0.2% -0.3% -0.2%
Apr 22 CA Leading Indicators MoM MAR -0.8% -1.3% -1.4%
Apr 23 us Existing Home Sales MoM MAR -1.5% -3.0% 4.9%
Apr 24 us New Home Sales MoM MAR 0.0% -0.6% 8.2%
Apr 29 us GDP QoQ (Annualized) 1QA -4.7% -6.1% -6.3%
Apr 30 us Continuing Claims 18-Apr 6200K 6271K 6138K
Key Takeaways:

Economic data provided investors with some signs that the worst of the downturn could be in the past. ISM Manufacturing,
released April 1, was ahead of expectations at 36.3 (and jumped to 40.1 on May 1). Consumer Confidence released near
month-end showed that optimism is climbing, coming in at 39.2 versus consensus of 29.7. The Conference Board Leading
Economic Index came in modestly lower on a month over month basis.

There were, however, a number of economic measures that came in below expectations, signaling ongoing economic
weakness. Equity markets showed resilience in the face of ongoing high unemployment, weak retail sales and a sharper
than expected U.S. GDP quarterly decline (-6.1% versus -4.7%). Housing data, which was generally better than expected in
March, showed some softness in April. Building permits in Canada and the U.S. were lower than expected, and housing
starts in the U.S. fell to 510K.
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The information contained in this report has been compiled by RBC Dominion Securities Inc. ("RBC DS") from
sources believed by it to be reliable, but no representations or warranty, express or implied, are made by RBC DS or
any other person as to its accuracy, completeness or correctness. All opinions and estimates contained in this report
constitute RBC DS'’s judgment as of the date of this report, are subject to change without notice and are provided in
good faith but without legal responsibility.

This report is not an offer to sell or a solicitation of an offer to buy any securities. Additionally, this report is not, and
under no circumstances should be construed as, a solicitation to act as securities broker or dealer in any jurisdiction
by any person or company that is not legally permitted to carry on the business of a securities broker or dealer in that
jurisdiction. This material is prepared for general circulation to Investment Advisors and does not have regard to the
particular circumstances or needs of any specific person who may read it. RBC DS and its affiliates may have an
investment banking or other relationship with some or all of the issuers mentioned herein and may trade in any of the
securities mentioned herein either for their own account or the accounts of their customers. RBC DS and its affiliates
may also issue options on securities mentioned herein and may trade in options issued by others. Accordingly, RBC
DS or its affiliates may at any time have a long or short position in any such security or option thereon.

Neither RBC DS nor any of its affiliates, nor any other person, accepts any liability whatsoever for any direct or
consequential loss arising from any use of this report or the information contained herein. This report may not be
reproduced, distributed or published by any recipient hereof for any purpose.

This document has been prepared for use by RBC Dominion Securities Inc., a Member Company under RBC
Investments. RBC DS is a Member of CIPF. RBC Dominion Securities, Inc., and Royal Bank of Canada are separate
corporate entities, which are affiliated. Trademark of Royal Bank of Canada. RBC Investments is a registered Trade-
mark of Royal Bank of Canada. © Royal Bank of Canada 2003. All rights reserved
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