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Awash In Debt
Debt, when used prudently and wisely, is an essential tool for economic growth and
prosperity. It enables corporations to grow and increase production which in turn
creates new jobs and profits for shareholders. Debt can also be used to improve and
expand infrastructure, providing essential services such as highways, hospitals, public
transit and utilities. Debt allows individuals to buy homes, which creates both financial
and social benefits for families and communities. Debt used properly can be a good
thing. However, as with anything, too much of a good thing can have the opposite
effect, with excessive debt having a particularly pernicious effect on borrowers, lenders
and the broader economy. This is exactly what occurred in the 2008 financial crisis, from
which the global economy is still recovering. In this month’s publication, we focus on
debt, and its impact on the global economy and investment returns.
What Have We Learned?
Debt was the root cause of the 2008 financial crisis. The toxic combination of low
interest rates, a US housing bubble, overleveraged banks, and the proliferation of new
derivative products triggered the worst financial crisis since the Great Depression. It was
widely believed that deleveraging would follow as a result of the financial crisis, with
individuals, corporations and governments all tightening their proverbial belts and
returning to sounder financial decision-making. While there has been some progress
made, particularly among US households, from a global perspective this has not been
the case. In fact, debt has significantly increased since 2007, putting more risk on the
global economy.
According to the McKinsey
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compared to GDP, global
debt has increased from 246% in 2007 to 286% today. The bulk of the increase has come
from the government sector, as governments in advanced economies were forced to
bail out companies in the private sector (General Motors, AIG, Citigroup, etc.). Since
2007, global government debt has grown at a compound annual growth rate of 9.3%,
versus household debt at 2.8% and corporate debt at 5.9%.
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Looking at the G7 nations, Japan and Italy are at the top of
the list, with debt to GDP ratios of 234% and 139%,
respectively. We find Japan’s fiscal position particularly
concerning given the country’s poor demographics and
lackluster economic growth, which may make it difficult to
service the debt in the coming decades. The US seems to
garner most of the attention, especially with US public debt
recently surpassing the US$19 tln level. However, when
compared to GDP, their debt load of 100% looks better than
some other advanced nations. Our hope is that US
policymakers finally begin to address their high and growing
debt problem, which we believe can be fixed but will require
some tough decisions on spending and taxes. Canada, as a
result of sound fiscal policies by both the Liberals and
Conservatives in recent decades, has a very solid government
balance sheet, with the lowest debt to GDP ratio among the
G7 nations at 70%. This, combined with our abundance of
resources, puts us in an enviable position for years to come.
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Finally, China has seen a dramatic increase in its debt since
2007, which some believe is the biggest risk to the global
economy. China’s total debt (government and financial
sector) has increased from US$7.4 tln to US$28.2 tln since
2007. As a percentage of GDP, China’s total debt now stands
at 282%, up from 158%. Given China’s long-term growth
prospects, we believe China’s debt load is manageable, but it
is something that requires close monitoring.
Implications of High Debt
The first implication of high debt, particularly government
debt, is its negative impact on economic growth. Debt acts as
a drag on growth through a few different channels. First is
through the servicing costs of the debt. The more money that
is spent on servicing debt (interest and principal payments),
the less there is left over for government programs. This was
very evident for Canada during the 1990s when roughly 30%
of government revenues went to servicing our debt. The
second channel of high government debt is that it crowds out
investment in the private sector, acting as another long-term

drag on the economy. The more money going to government
debt, the less there is to go to the private sector, which is
typically a better allocator of capital. What level constitutes a
high debt level? There have been numerous academic studies
done on this topic recently; most studies indicate that 85% to
90% government debt to GDP is the level where growth is
typically impacted. One key study (Reinhart and Rogoff)
showed that, on average, debt to GDP levels above 90% are
associated with growth rates 1.2% lower than in periods
when debt is below the 90% threshold. Given that the US and
many other advanced nations have debt to GDP ratios above
the 90% level, we should expect lower growth in the coming
years, which is exactly what we’ve seen in this recovery.
The second implication is that interest rates should remain
lower for longer. The combination of lower economic growth
(as a result of the high debt) and the large supply of
government bonds should act to contain bond yields, and
keep them lower than normal. From 1962 to 2007, the US 10year Treasury yield averaged 7%, and only 2.7% since 2008.
We believe the high and growing debt levels in the US and
globally will keep bond yields low for some time.
The impact on equity returns is less certain. Lower economic
growth should result in lower corporate earnings growth,
which would provide a headwind to stock returns. However,
low bond yields could direct investors to increasing exposure
to equities, with bond yields being unable to deliver sufficient
returns for investors. This could then result in higher
multiples (i.e. P/E’s) on stocks, which would be bullish for
stock returns. We believe it’s a bit of a wash, and we continue
to believe stock returns will remain in line with long-term
historical averages, and we do not buy into the thesis that
lower growth will necessarily result in lower equity returns.
Finally, we believe high global debt will result in higher
market volatility as debt flare ups occur from time to time.
Whether it’s a US debt downgrade, concerns over European
sovereign debt, or China’s elevated debt level, we see the
potential for rolling debt flare ups to be more of the norm in
the coming decades.
In conclusion, debt continues to rise which we expect will
provide a headwind to economic growth going forward. From
an investment perspective, we expect bond yields to remain
lower than normal, with an increase in market volatility, as
debt flare ups occur from to time to time. But we do not
believe this will impact long-term equity returns.
Ryan Lewenza, CMT, CFA
SVP, Private Client Strategist
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‘Til Debt Do Us Part

Low Leverage; Free Cash Flow Growth & Yield

The world is awash in debt. As noted in the previous piece,
global debt to GDP stands at 286% - a figure that doesn’t
include all of the social programs developed nations have
promised their citizens. We know leverage can enhance
returns, but it can also magnify losses when economic
fortunes turn against us. In a world where the balance
between risk and reward is slowly drifting towards the
former, long-term investors may wish to focus their security
selection on quality equities. In this edition, we look at how
leverage has impacted past equity returns and provide a
screen of Canadian companies that utilize lower than average
leverage and have a history of generating free cash flow.
Leverage: The Double Edged Sword
Central banks around the world have pushed interest rates to
abnormally low levels, negative in some cases, in a bid to spur
investment and spending. Global debt has grown to
staggering levels, to the point where we’ve pulled forward so
much demand that our economic growth path will be lower
and slower, and more prone to periods of increased volatility.
While the debt burden of most companies is manageable
within our current economic context, we know with certainty
that the future direction of interest rates is anything but
certain. The use of leverage within a company’s capital
structure can enhance shareholder returns, provided the
company is a good allocator of capital. However, increased
leverage can also magnify losses in tough economic times. To
illustrate, we looked at equity returns of leveraged and nonleveraged Canadian companies during periods of optimism
and pessimism. As one can see, leveraged plays, on average,
outperformed those companies that use little to no leverage
during rising markets, while the opposite is often true during
market downturns.

Performance During Bullish & Bearish Periods
Period
2002-2008
2008-2009
2009-2014
2014-Current

Trend
Bullish
Bearish
Bullish
Bearish

Leveraged*
158.87%
-40.00%
179.33%
0.52%

Non-Leveraged*
141.88%
-31.87%
125.77%
-13.83%

Source: Bloomberg, Raymond James Ltd. *Leverage measured at start of
each period and consisting of equities with above average Debt-to-Equity

Today Is Not The Time To Speculate
Today, the consensus view favours layering on more and
more debt. Taking the contrarian approach, we screened the
S&P/TSX for those companies that employ limited leverage
and also incorporated two of our favourite measures: free
cash flow yield and free cash flow growth.

Canadian Tire-A
ATS Automation
Potash Corp
CCL Industries-B
Alimen Couche-B
Russel Metals
Cineplex Inc
Transcontinental-A
CGI Group Inc-A
Arc Resources Lt
Can Western Bank

Granite REIT
Stantec Inc
Celestica Inc
Industrial Alliance Ins
Western Forest
Genworth Mi Cana
Westshore Termin
Pason Systems
Descartes Sys
Enghouse Sys Ltd
Jean Coutu Grp-A

Source: Bloomberg, Raymond James Ltd.

In the past, we have highlighted Canadian Tire, CCL
Industries, Alimentation Couche-Tard, Cineplex and CGI
Group, which appear in the above screen. This time we look
at the sharp pullback in Enghouse Systems (ESL-T) as an
interesting opportunity to buy a name that offers investors
growth through acquisition and internal growth. The
company engages in development of enterprise software
solutions through two main segments – Interactive
Management Group and Asset Management Group
segments. The Interactive Management Group segment (67%
of revenue) specializes in customer interaction software and
service designed to provide customer service, increase
efficiency and manage customer communications. The Asset
Management Group segment (33%) provides a portfolio of
products to telecommunication service providers, fleet
managements and public safety software solutions for
various industries. Enghouse has grown through numerous
acquisitions over the years, absorbing 30 companies since
2002, and management continues to see a healthy pipeline of
targets. While management sees growth through acquisition,
they also forecast low single-digit organic growth across both
Interactive and Asset Management segments driven by R&D
investment made over the past couple years. At the end of
December 2015, shares traded at a lofty 61.6x forward
earnings; however, given the 25% pullback, shares now trade
at 33.0x, a small premium to its 10 year average of 24.6x.
Compared to its peers (Open Text, CGI Group, Constellation
Software & Descartes Systems), Enghouse now trades at a
similar valuation, while offering above average earnings
growth. According to Bloomberg, Enghouse is anticipated to
grow earnings by 45% in 2016, compared to its peers group at
12%. Though we often find companies that can successfully
grow without excessive leverage to be appealing, this is
especially true in an environment where so many are doing
the exact opposite.
Jason Castelli, CFA
VP, Portfolio Manager
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Bonding with the Right Issuer
So far this year, 2016 has been an adventure for Canadian
investors. Although some people are fond of amusement park
roller coasters, the ups and downs in a portfolio can be very
unsettling. Equity markets have been very volatile, with the
S&P TSX composite index fluctuating between 13,009 and
11,843 (about 9% from high to low). The appetite for risk has
definitely been “risk off”, with the majority of investors
shying away from high beta equities and shifting to safer
positions such as blue chip names and turning to defensive
asset classes such as bonds. However, investors should realize
that some bonds are just as risky as equities and must do
their due diligence before taking on a position.
Corporate debentures are IOUs issued by corporations and a
favourite of investors looking for safety and yield. However,
chasing yield is a quest that could get investors in trouble. In
addition to interest rate risk which is prevalent in all bonds,
corporate debentures are affected by credit risk (the risk of
default). Although historically, default risk is relatively low in
corporate bonds, they are still a big concern amongst lowerrated issues. High yield bonds can carry a high degree of risk,
not unlike an equity, and when it comes down to purchasing
corporate debt, a due diligence process similar to choosing
equity should be applied.
The easiest way to access Canadian corporate bonds is
through the use of exchange traded funds or ETFs. However,
if investors are inclined to choose individual debt securities,
due diligence must be applied when deciding on a particular
issue. Investors can start off by looking at a few simple
indicators, such as the company’s balance sheet and credit
rating. Rating agencies such as S&P, Moody’s and DBRS,
assess the creditworthiness of both debt securities and their
issuers. Their sole function is to let investors know if the
issuer is financially stable and if their debt is at risk of default.
Certain financial ratios, such as a company’s debt to equity
and interest coverage are also great indicators of a company’s
ability to service their debt. Look for companies with a low
debt to equity (D/E) ratio. A low D/E ratio indicates the
company is not highly leveraged, and this means the
company is better protected from a slowdown in business.
Furthermore, look for companies with a high interest
coverage ratio, which indicates how easily a company can pay
interest on their outstanding debt. Generally, an interest
coverage ratio of 1.5 is considered the bare minimum level. A
company with a long history of debt repayment is also
recommended, as it suggests the corporation has experience
with handling their debt. Although, there are numerous other
metrics that can be used for screening, credit ratings and
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financial ratios are generally easy to obtain and provide a
good starting point.
If you look at these metrics in the current market
environment, the majority of debentures issued by resource
companies do not fare well. Non-investment grade high yield
issuers, such as Baytex Energy, Athasbasca Oil Corp., Teck
Resources and Sherritt International indicate they will face
headwinds in meeting their debt obligations. As a starting
point, the companies’ credit ratings are below “BBB-”, which
indicates the companies’ debts are “junk” or non-investment
grade. The companies also have negative interest coverage
ratios which suggest they will have difficulties in meeting
their interest expense unless they seek additional financing.
In fact, Sherritt carries a burdensome debt load as the
company has over $2bln of debt coming due over the next 6
years and the company’s current market capitalization is only
$228,000. However, investment grade resource companies
such Cameco Corp. are examples of resource companies that
are better positioned to handle adverse market conditions as
they are currently able to meet their debt obligations.
An issuer that did catch our attention was Home Trust
Company, a subsidiary of Home Capital Group. Home Trust
currently has a bond in the secondary market: 2.35% May 24,
2017, yielding around 3% and offering a yield pickup of over
250 basis points when compared to the 1yr Government of
Canada benchmark (currently yielding 0.5%). For a bond that
is going to mature in just over a year, does the risk justify the
rewards of the higher yield? Looking at the company’s debt
rating, we see that DBRS has assigned a “BBB (high)” credit
rating, while S&P has assigned “BBB”, which are both
investment grade. The D/E ratio and interest coverage are
sufficient, and looking at the company’s balance sheet,
investors can see the company is well capitalized. Home
Capital’s Tier 1 ratio at the end of Q4/15 was at 18.3%, well
above the regulatory minimum of 8.5%. Furthermore, with
the exception of last year, the company’s net income has
been growing every year since 2002, so its cash from
operations has been consistently growing. In our view, there
is a low probability that the company will be unable to meet
its debt obligations when their bond matures next year and
investors should look at their 2017 debt as a buying
opportunity.
Anderson Lam
Fixed Income
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Finding Quality In A Passive World
ETFs, without a doubt, have been the fastest growing
investment vehicle since the millennium. And with that
growth, comes evolution. Passive strategies first hit the
mainstream with more simple products tracking capweighted indices, providing investors with performance
nearly identical to that of broadly followed indices. ETFs later
evolved with the introduction of equal-weight and dividend
strategies for those seeking income. A recent phenomenon
are “smart beta” ETFs which employ rules-based factor
investing, often using factors active portfolio managers would
look at, such as value, growth and momentum. However,
there is one problem—not all smart beta ETFs are “smart”. In
fact, some are quite dumb. In this article, we highlight the
underlying leverage of all rules-based Canadian Dividend ETFs
and highlight the ETFs we believe have built a better “mouse
trap” to capture alpha in the Canadian dividend space.
Name
FT AlphaDEX Canadian Dividend
iShares S&P/TSX Cdn Div Aristocrats
RBC Quant Cdn Dividend Leaders
BMO Canadian Dividend ETF
First Asset Mstar Can Div Tgt 30
PowerShares Canadian Dividend
iShares Core S&P/TSX Comp High Div
Vanguard FTSE Canadian High Div Yld
iShares Canadian Select Dividend

Sym
FDY
CDZ
RCD
ZDV
DXM
PDC
XEI
VDY
XDV

Total Debt to
Comm. Equ.
98.4
104.6
105.7
114.8
120.9
127.3
130.4
149.1
189.1

Source: Bloomberg, Raymond James Ltd. 03/02/16

When we look at rules-based factor ETFs, the first thing we
determine is if there is a quality screen overlay. As these ETFs
are passive in nature, there is no active manager on the other
side that can avoid those “falling knives” or “value traps”.
Inclusion of a quality factor or screen can help avoid these
companies. For example, the S&P/TSX Dividend Aristocrats
Index (tracked by CDZ-T) is a rules-based dividend index that
screens for companies that have raised the dividend every
year for at least five consecutive years, and weights them by
dividend yield. This has been a very good performing index
for many years, but because there is no quality factor or
screen included in the index methodology, there can be
“problem companies” climbing to very large weights in the
index. Take AGF as an example. Because it has a strong
history of raising dividends, it climbed to the largest position
within the index. However, an active manager could have told
you without doing much fundamental work that the company
had balance sheet trouble and would likely cut the dividend—
something a passive rules-based strategy could not tell you.
Needless to say, they did eventually cut the dividend and the

largest position within the index was removed (after it had
already fallen 11%). So the question becomes, how do we
attempt to avoid those types of companies in a passive
world? The answer is, include a quality factor in the index
methodology.
RBC Quant Canadian Dividend Leaders ETF (RCD-T)
RCD is our preferred rules-based Canadian Dividend ETF and
was the second best performing Canadian Dividend ETF in a
very tough 2015, which saw the most widely followed index,
S&P/TSX Dividend Aristocrats, fall 11.43%. RCD managed to
outperform the index by 172 bps. When we look at the
attribution of RCD compared to the Aristocrats index, the
outperformance came purely from stock selection. We
believe this is in part attributable to the quality factors it
includes in its quant methodology.
The quant system RCD employs was built by Bill Tilford, who
is supported by a 12 member quantitative analysis team at
RBC GAM. Importantly, aside from screening for above
average yield, the process includes a three-part quality
overlay to determine the future financial strength of a
company and its dividend sustainability/future growth before
including it in the portfolio. The first of these factors is the
Altman z-score, which is the output of a credit strength test
to gauge the likelihood of bankruptcy. The remaining two are
the volatility of the firms’ ROE and the amount of short
interest. The belief is that companies with volatile ROE are
less incentivized to increase/sustain dividends, and the shortinterest is a gauge to measure whether the market believes a
company is under stress. The quality screen is then followed
by more traditional value and growth screens to remove slow
growing companies and stocks with expensive valuations.
Lastly, there is another valuable kicker. While predominantly
rules-based, Tilford and his team may receive an indicator for
a buy or a sell, but they have the ability to override it if they
believe it is a false signal— something not available in most
rules-based strategies. In combination, we expect these
features will help RCD outperform its peers in the long-run.

2015 Canadian Dividend ETF Performance
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*Source: Morningstar.

Andrew Clee
Mutual Fund/ETF Specialist & Portfolio Manager
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While we don’t expect the Fed will go ahead as stated and
hike rates four times this year, we do believe the market is
being overly dovish in their current predictions. OIS markets
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USD Regains Some Strength On Economic
Optimism
Amidst global weakness, the US economy appears to be the
only beacon of growth at the moment. With an upward
revision in Q4 GDP, and continued improvement in the labour
markets, the US economy is chugging along at a fair pace. The
DXY – The USD dollar index that indicates the general
international value of the USD against a basket of the world’s
major currencies – saw weakness earlier in the month of
February but has since retraced some of those losses as US
economic data has been generally beating to the upside.
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Further ECB Easing Places Pressure On The Euro
The European economy continues to stumble along as growth
remains subdued and inflation is well below the ECB’s target
rate. Regarding inflation, the most recent print came in at an
abysmal -0.2% y/y. This fuelled many market participants to
anticipate further easing from the ECB in the form of an
expansion in its asset buying program, further cuts to the
deposit rate, or both. The market has placed a 100%
probability of a 10 bps cut at the March 10th meeting. As a
result, we have seen EURUSD come off of YTD highs of 1.1376
to settle around the 1.10 level. We expect further EUR
weakness as President Draghi and the ECB engage in further
easing, attempting to stimulate an anemic European
economy. We see the next support area for EURUSD at 1.08.
We would look to cover shorts at this area and would wait to
see if this level holds, with the next support level at 1.05.
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USDCAD - Loonie Catches Bid Amid Oil Rebound

DXY - USD Pares Some Early Feb Loses
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WTI Rally Fuels Loonie Strength
The Loonie was one of the better performing G10 currencies
in February, gaining ground against all other currencies
except the Yen. The strength has been on the back of a
rebound in WTI prices above US $30/bbl. Further contributing
to the CAD outperformance is the view that the Bank of
Canada (BoC) will likely remain on the sidelines until the
Government of Canada releases its fiscal stimulus plan. This
sentiment is reflected in the OIS market, as the probability of
a BoC cut by year end has dropped from 62.3% at the
beginning of February, down to 37.8% at the time of writing.
Specifically looking at CAD against the USD, the Loonie
appreciated 3.16% against the Greenback, taking back the
ground it lost in January. While the Canadian economy has
been showing some resilience in the face of low commodity
prices, with non-energy exports ticking up as a result of a
depressed Loonie, we still see favourable buying levels for
USDCAD around the 1.32-1.33 area with a target of 1.38-1.40
to the topside as a good selling opportunity. We would be
willing to risk 1.30 to the downside for that trade.

currently imply only a 71.7% of a single hike by year end. We
are of the belief that the Fed will make two hikes this year.
That mispricing in the market leaves us to believe that the
USD has some room to appreciate if the Fed tightens more
than markets are currently pricing in. With that in mind, we
like the USD against most G10 currencies in the medium
term. The Yen might be the exception depending on the riskon/risk-off tone the market takes in the ensuing months.
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The Latest in FX Markets

Source: Bloomberg, Raymond James Ltd.

Andrei Bruno, MBA
Foreign Exchange
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Nov-2015

Sep-2015

Jul-2015

Gold

May-2015

Mar-2015

Jan-2014
Mar-2014

S&P/TSX Composite

Jan-2015

Nov-2014

Sep-2014

Jul-2014

May-2014

Mar-2014
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Charts of Interest

Markets
Dow Jones Ind Avg

17,500

17,000

16,500

16,000

50-Day MA

Commodities
Copper

$2.80

$2.60

$2.40

50-Day MA

Currencies
Yen

¥120

¥115

¥95
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Investor Profiles and Asset Class Weightings
Recommended Asset Allocation
Capital Preservation
Ca n
Equi tes
20%

Conservative

US
Equi ties Ca s h
0%
7%

US
Equi ties
10%

Moderate
Intl
Equi ties
15%

Ca s h
7%

Ca n
Equi tes
20%

Bonds
63%

Cash
7%
Bonds
73%
Can Equities
20%
US Equities
0%
Intl Equities
0%
Tactical Asset Mix
Bonds | Equities
80/20
Strategic Asset Mix
Bonds | Equities
80/20
Asset Ranges
Cash
0-20
Bonds
60-100
Equities
0-30
Description
May be appropriate for investors with longterm income distribution needs who are
sensitive to short-term losses. The equity
portion of this portfolio generates capital
appreciation, which is appropriate for
investors who are sensitive to the effects
of market fluctuation but need to sustain
purchasing power. This portfolio, which
invests primarily in fixed-income
securities, seeks to keep investors ahead of
the effects of inflation with an eye toward
maintaining principal stability.

Intl
Equi ties
22%

Ca s h
7%

US
Equi ties
20%

Bonds
73%

Growth

Aggressive Growth

Ca s h
7%

Bonds
18%

Ca s h
7%

Intl
Equi ties
30%

Ca n
Equi tes
25%

Bonds
38%

Ca n
Equi tes
20%

Ca n
Equi tes
20%

US
Equi ties
33%

US
Equi ties
38%

7%
63%
20%
10%
0%

7%
38%
20%
20%
15%

7%
18%
20%
33%
22%

7%
0%
25%
38%
30%

70/30

45/55

35/75

7/93

70/30

50/50

30/70

10/90

0-20
50-90
10-50

0-20
20-70
30-75

0-20
10-50
50-90

0-20
0-30
70-100

May be appropriate for investors with
intermediate-term time horizons who are
sensitive to short-term losses yet want to
participate in the long-term growth of
financial markets. The portfolio, which
fixed-income securities tend to make up
the largest proportion of holdings, seeks to
keep investors well ahead of the effects of
inflation with an eye toward maintaining
principal stability. The portfolio has
characteristics that may deliver returns
lower than that of the broader market with
lower levels of risk and volatility.

May be appropriate for investors seeking a
balance between capital preservation and
capital growth. This portfolio, which is a
split between fixed-income securities and
equities, seeks to keep investors well
ahead of the effects of inflation with an
eye toward maintaining principal stability.
With roughly half of the portfolio invested
in a diversified mix of Canadian and
international equities, investors should be
comfortable with moderate fluctuations in
the portfolios.

May be appropriate for investors with long- May be appropriate for investors with longterm time horizons who are not sensitive term time horizons who are not sensitive
to short-term losses and want to
to short-term losses and want to
participate in the long-term growth of the participate in the long-term growth of the
financial markets. This portfolio, which
financial markets. This portfolio, which is
has a higher weighting in equities, seeks primarily invested in equities, seeks to
to keep investors well ahead of the
keep investors well ahead of the effects
effects of inflation with principal stability of inflation with little regard for
as a secondary consideration.
maintaining principal stability. The
portfolio may deliver returns comparable
to those of the broader equity market
with similar levels of risk and volatility.
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Important Investor Disclosures
Complete disclosures for companies covered by Raymond James can be viewed at: www.raymondjames.ca/researchdisclosures
This newsletter is prepared by the Private Client Services team (PCS) of Raymond James Ltd. (RJL) for distribution to RJL’s retail clients. It is not a
product of the Research Department of RJL.
All opinions and recommendations reflect the judgement of the author at this date and are subject to change. The author’s recommendations may
be based on technical analysis and may or may not take into account information contained in fundamental research reports published by RJL or its
affiliates. Information is from sources believed to be reliable but accuracy cannot be guaranteed. It is for informational purposes only. It is not
meant to provide legal or tax advice; as each situation is different, individuals should seek advice based on their circumstances. Nor is it an offer to
sell or the solicitation of an offer to buy any securities. It is intended for distribution only in those jurisdictions where RJL is registered. RJL, its
officers, directors, agents, employees and families may from time to time hold long or short positions in the securities mentioned herein and may
engage in transactions contrary to the conclusions in this newsletter. RJL may perform investment banking or other services for, or solicit
investment banking business from, any company mentioned in this newsletter. Securities offered through Raymond James Ltd., Member-Canadian
Investor Protection Fund. Financial planning and insurance offered through Raymond James Financial Planning Ltd., not a Member-Canadian
Investor Protection Fund.
Commissions, trailing commissions, management fees and expenses all may be associated with mutual funds. Please read the prospectus before
investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. The results presented
should not and cannot be viewed as an indicator of future performance. Individual results will vary and transaction costs relating to investing in
these stocks will affect overall performance.
Some of the securities mentioned in this report may entail higher risk. Clients should contact their Financial Advisor to determine if the securities
are compatible with their risk tolerance and investment objectives.
Information regarding High, Medium, and Low risk securities is available from your Financial Advisor.
RJL is a member of Canadian Investor Protection Fund. ©2016 Raymond James Ltd.

