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Global GDP weights
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Canada — U.S. capacity utilization
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Canada — U.S. debt service ratio (% of disposable income)
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Canada has lagged the global housing boom (%)
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Canada — U.S. house prices (y/y % ch)
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Regional house prices (y/y)
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Canadian pre-tax profits and nominal capex (% of GDP)
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Government net financial liabilities as % GDP
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Consumer fundamentals
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Canadian dollar vs. trade-weighted commaodity price index
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Real net exports vs. exchange-rate adjusted ratio of unit labour costs
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Net foreign liabilities (% of GDP)
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Canadian Bank Rate vs. U.S. Fed Funds Rate (%)
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Canada vs. U.S. 10-year government bond yield (%)
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Summary

Canada’s structural underpinnings have improved significantly

Consumer not stretched, corporates flush with cash

Commodity prices still drive the CAD

Surpluses moving Canada to becoming a creditor nation

Increasingly independent monetary policy
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Required Disclosures
Thisreport hasbeen prepared by UBS Securities Canada Inc, an affiliate of UBSAG (UBS).
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UBS Investment Research: Global Equity Ratings Definitions and Allocations

Rating
UBSrating Definition UBSrating Definition category Coverage' |IB services’
FSRis> 6% above the FSRis> 6% above the
Buy 1 MRA, higher degree  Buy 2 MRA, lower degree of Buy 47% 37%
of predictability predictability
FSRisbetween -6% FRisbetween -6%
0, 0,
Neutral 1 apd 6% of the MRA, Neutral 2 and 6% of the MRA, Hold/Neutral 42% 36%
higher degree of lower degree of
predictability predictability
FSRis> 6% below the FSRis> 6% below the
Reduce 1 MRA, higher degree  Reduce 2 MRA, lower degree of Sell 12% 28%
of predictability predictability

1: Percentage of companiesunder coverage globally within thisrating category.
2: Percentage of companieswithin thisrating category for which investment banking (IB) serviceswere provided within
the past 12 months.

Source: UBS Ratingsallocationsare asof 31 March 2007.
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KEY DEFINITIONS

Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12
months.

Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and not a
forecast of, the equity risk premium).

Predictability Level The predictability level indicates an analyst's conviction in the FSR. A predictability level of '1' means that
the analyst's estimate of FSR is in the middle of a narrower, or smaller, range of possibilities. A predictability level of '2' means
that the analyst's estimate of FSR is in the middle of a broader, or larger, range of possibilities.

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock'’s price target and/or rating are
subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation.

EXCEPTIONS AND SPECIAL CASES

US Closed-End Fund ratings and definitions are: Buy: Higher stability of principal and higher stability of dividends; Neutral:
Potential loss of principal, stability of dividend; Reduce: High potential for loss of principal and dividend risk.

UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management,
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount;
Reduce: Negative on factors such as structure, management, performance record, discount.

Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment Review
Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating.
When such exceptions apply, they will be identified in the Companies Mentioned or Company Disclosure table in the relevant
research piece.
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should not be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in this report are subject to change without notice and may differ or be
contrary to opinions expressed by other business areas or groups of UBS as a result of using different assumptions and criteria. The analysis contained herein is based on numerous
assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales
personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market information. UBS is under no obligation to update or keep current the information
contained herein. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS, into other areas, units, groups or affiliates of UBS. The
compensation of the analyst who prepared this report is determined exclusively by research management and senior management (not including investment banking). Analyst compensation is
not based on investment banking revenues, however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which investment banking, sales and trading are a part.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and
trading in these instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates
and other market conditions. Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security
or related instrument mentioned in this report. For investment advice, trade execution or other enquiries, clients should contact their local sales representative. Neither UBS nor any of its
affiliates, nor any of UBS' or any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising out of the use of all or any part of this report. Additional
information will be made available upon request.

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC and/or UBS Capital Markets LP) acts as a market
maker or liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out
in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in this research report.

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is communicated by UBS Limited, a subsidiary of UBS AG, to persons who are market
counterparties or intermediate customers (as detailed in the FSA Rules) and is only available to such persons. The information contained herein does not apply to, and should not be relied
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