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For the seventh time since January inflation was at 2% anc
April 2009, the Bank of Canada at 2.1% in February.
held its benchmark overnight
lending rate steady at 0.25%, a To justify its decision, the Bank
historic low. This record low said that “he economy grew at
rate was fixed when all central an annual rate of 5 per cent ir
banks were deploying extraor-the fourth quarter of 2009,
dinary measures to control the spurred by vigorous domestic
worst financial crisis in seventy spending and further recovery
years. In its March ™ an- in export. The Bank men-
nouncement, the Bank of Can tioned, at the same time, tha
ada promised not to raise itsthe persistent strength of the
leading rate until next July. Canadian dollar and the low
absolute level of U.S. demanc
The Bank of Canada is alread: continue to act as significant
paving the way for monetary drags on economic activity in
restraint in the second half of Canada.
2010. It mentioned that real
GDP growth exceeded expecta The Federal Reserve, for its
tions and that inflation was part, is not ready to increase
higher than expected. interest rates in the United
States. As expected during it
The Bank of Canada is takinc last meeting on March 16, the
all the required steps to main- Federal Reserve maintained it
tain inflation in a range of 1% target for the federal funds rate
to 3%, preferably at 2%. In in a range of 0.0% to 0.25%.
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After a decline due to last cant currencies.

year's financial crisis, the

loonie is again close to parity The rise of the Canadian dollar
with the greenback. A year is also influenced by other
ago, the loonie was worth factors:

$0.79 US and now, our cur-

rency is almost at par. 1. a positive trade balance,
i.e. exports are higher

Last March 1%, the loonie than imports

rose to $0.9897 US, its highest2  the health of our public

level in almost 20 months. The finances. which attracts

loonie was propelled by the foreign C,apital; and

Federal Reserve's comments g
during its last meeting on
March 16, indicating that its
rates will remain low for an
“extended period”. This time,
however, our currency does not
only owe its strength to a weak
American dollar; the loonie is
also benefiting from the mis-
fortunes of the euro and the
pound sterling, three signifi-

the price of natural re-
sources (especially the
price of oil and copper,
both of which we export
massively.

In fact, the Canadian dollar has
become the trendy currency for
natural resources, stealing the
limelight from the Australian

However, the decision was not
unanimous.

“Information received since the

last meeting in January sug-
gests that economic activity has
continued to strengthen and that
the labour market is stabilizing.

Despite this, economic condi-
tions are likely to warrant ex-

ceptionally low levels of the

federal funds rate for an ex-
tended period”, indicated the
Federal Reserve.

All in all, the Canadian bond

market, represented by the Dex
Universe Index, has reported a
return of 1.26% and the Ameri-

can market a return of 1.65%
for the first quarter of 2010.

dollar. The Australian dollar
lost its momentum since China,
its primary trading partner, has
restricted credit to cool its
economy. At the same time,
the price of crude oil, the most E—
important export item for Can- R
ada, jumped to over $80 US a
barrel.
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Last March, investors were cele The basic materials sector end: The energy sector ends the
brating the first anniversary o the quarter at 0.3%. quarter at —2.0%.

the current bull market on theln Quebec, production at the OPEC left its production level
stock exchange. The Canadiefive aluminum smelters in Alu- unchanged at 25 million barrels
index has increased the mo minum Valley totals 1 million per day. Successive cuts in
amongst the world’s major mar tons. Their expertise has arouse: production prior to December
kets. In February, 20,900 mor the interest of the United Arab 2008 were instrumental in in-
jobs were created in Canadi Emirates, who have visited the creasing the price of crude oil,
The unemployment rate is ¢ area to draw inspiration from the which had collapsed to $30 US
8.2%. The loonie has hit a 2C region’s know-how in order to a barrel after hovering around
month high and oil has reache develop their own industry. The $150 US in mid-2008. Since
$83 US. GDP has increase UAE have two big aluminum the last meeting of OPEC min-
0.6% and inflation is at 1.6% smelters, Dubal and EMAL. isters three months ago, pricesﬁﬁ.
The TSX ends the quarter u Dubal exports to Asia, Europe, have fluctuated between $70

3.1%. Africa and the Americas, includ- and $80 US. At the end of
ing among others, the United March, the barrel was trading
The industrial sector ends th States. around $83 US.

quarter at 6.2%.
Over the last 15 years, Transi The financial sector ends the The consumer staples sector
has survived every crisis despil quarter at 8.1%. ends the quarter at 0.2%.
some rather poor results. Thi Canada will not impose new In Canada, retail sales were up
company operates in a highl taxes on banks, since they re 0.7% in January, while retail
cyclical industry. During the mained solvent during the finan- sales volume was up 0.1%.
first quarter of 2010, Transat ha cial crisis by ensuring that they Sales were up in six of the eight
reported a sharper than expect had enough capital to face the retail sectors. Sales of building
increase in its first quarter ne challenge. Thanks to the Federa materials and outdoor home
loss and already expects a lo. Government's regulatory ap- products rose by 7.4%. Sales of
for its second quarter due t proach, Canada finds itself in a household furniture, household
lower prices. healthy economic and fiscal supplies and electronic devices
position. Our country is a safe were up 2.5%, while automo-
The telecommunications sectc place for investment in a world tive sales were down 1.5%.

ends the quarter at 5.8%. where many states are cripplec
The Canadian telecommunice by debts. The health and public utilities
tions index rose 5.8% over th sectors end the quarter at 10.3%

last three months. The thre The consumer discretionary and 3.3% respectively.
Canadian giants - BCE, Rogel sector ends the quarter at 6.2%.

and Telus— returned 2.9% Toyota’'s image and reputation

6.1% and 10.8% respectively have been tarnished with the re-

The sector's main Canadia call of 9 million vehicles world-

players are not expecting an wide, the death of some fifty driv-

rapid changes that would ope rs in the United States and the

their sector to foreign owner threat of legal action of almost 3

ship, and this, despite the cu billion dollars. Despite all this.,

rent relaxation of rules an 1oYOta's sales were up 24% in

nounced by Ottawa in March. February against the same monti
last year.
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The Quarterly Letter
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Who would have believed that after reaching its highest levelimprove in many sectors, lead-
a year after the historic low of in January since January 200¢ ing us to believe that a start in
March 2009, and right after the However, retail sales have in- job creation is possible soon.
worst year since the Seconccreased in February, and this
World War, March 2010 would despite worries due to severt The real estate market is still
sweep America’s leading indi- weather conditions on the facing some difficult times.
ces to their highest levels ove American east coast. For it New home sales were down in
the last 52 weeks. part, consumer spending grev February bringing the number
in January; however, consider:
Thus, following a setback in ing the confidence level and of houses sold .to a new low, a
February, the S&P 500, the weather conditions, it is diffi- level unseen since 1963. The
Dow Jones, and the Nasdaq en cult to predict if the trend will sales of existing homes were

the first quarter of this new continue. also down in February. Fore-
decade up 5.4%, 4.8% anc closures and distress sales rep
5.9% respectively. The unemployment rate is still resented almost 35% of sales in

high, from an historic perspec- February,
On the economic activity front, tive, at 9.7%. The loss of
indicators have been rathe 36,000 jobs in February, ever
mixed. Indeed, the Michigan more than in January, stem:
Consumer Sentiment Index ha: mainly from the construction
declined for two consecutive and manufacturing sectors. Thit
months in February and Marct said, the situation continues tc

negatively impacting
prices.

W

Just like North American indi- In France, the CAC-40 index ever in the past 30 years,
ces, the European markets hirose 1.0% for the quarter. In- mainly due to the fact that
their highest level over the lastdustrial production rose sharply global trade has started again.
52 weeks in March, following a in January, indicating that the In China, inflation has soared to

setback in February. recovery is accelerating in the . .
second economy of the eurc a 16-month high, adding to the

In Germany, investor confi- zone. case for the government to pare
dence extended its six month back stimulus measures.
decline in March on the back of In the United Kingdom, con-

the economy struggling to ex- sumer confidence in the econ

pand and Greek fiscal woesomy hit its highest level in four

weighing on the financial mar- months in February. Request:

kets. The same story holds truefor unemployment benefits are

for business confidence, whichdown in February to a rate las

declined in February for the seen in 1997. The benchmarl

first time in eleven months. index ends the quarter up 6.1%

This was caused by the harshest

winter in over 14 years, which In Asia, the Hong Kong Hang

resulted in a drop in retail salesSeng index and the Tokyo Nik-

and construction. Germany's yej 225 end the quarter dowr

benchmark index, the DAX .
X ' ' 2.7% and up 5.9% tivel
ends the first quarter up 3.3%. o and up o respec |ve_y
Japanese exports have in

creased in February, faster tha




The arrival of spring has in- portfolio manager is very golfer, the manager is forget-
spired us with the following much like Arnold Palmer and ting the basics of success and
reflection. Arnold Palmer, a golfers around the world. He gradually destroys the portfo- g s
famous golf player, now 80 finds the status quo uncom:lio that had been previously
and known as the ‘King’, was fortable and spends long day built on a strong foundation
renowned for compulsively trying to find a way to im- for the medium and long
trying to improve his equip- prove the performance of histerm.
ment. He was constantly portfolios. We refer to this
modifying the length and the phenomenon of continually There are times to move and
angle of his clubs, trying out readjusting something astimes to wait. 2008 and 2009
one club shaft or another, tweaking. were of the first variety. The
testing the new trendy putter last few months have shown
His collection comprises over This temptation is even themselves to be in the second
1,000 putters, each one cerstronger when markets arecategory as, we believe, will
tainly having given the ex- stagnating. This stems fron be the next few quarters. We
pected results for a few the fact that the managei are quite satisfied with the
rounds, but failing the test m does not feel very composition of our portfolio
of time. Every golfer ha ///" useful and, wishing and, besides some slight ad-
suffered from the . to show that he is pro- justments during the course of
same disease active and is dissatisfied the year, we think that our
some degree. with the situation, begins to portfolios will do well in their
move in every direc- current state.

tion. Like the

The typical
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How do you explain a sudden urge to repaint the house, buy new furniteggamerthe kitchen cabinets? After twelve years,
changes in taste and technology, and possibly even the arrival of spring, have convincedpisatoew look.

For some weeks now, clients visiting our website directly oouradaily emails have noticed the new ‘look’. Below, you will
find the most significant changes:

1. New nameWe have completely eliminated any mentiorsalbiusin our various designations, replz
ing it by DalpéMilette New address for our site (previously www.sabius.congw!
www.dalpemilette.con), new email addresses for all team members (we haveceegidabiusby [
dalpemilettein the address; see page 8 for new addresses), Info Sabius becomes Info Dadpéhdil 1nfo DalpeMdette

2. New loga Our old logo never won any awards for its design. We - -
the lighthouse (beacon) concept, but a specialized firm has desig DALPEMILETTE

new, more modern and elegant emblem. INVESTMENT ADVISORS

3. Refreshed websit&ew presentation, new colours, hew photos, addition of some sections mainly to atew for
columns.

4. Webcast launchTaking into consideration technological advancements and the swdtiessir clients of the video re-
cordings of some of our speeches (as shown by the increased ratimgsontgared with our written publications), we
are launching a new and popular means of communications: webcasts.ethatisite already includes some webcasts,
in the form of audio recordings of radio interviews or videos of teil@viinterviews or conferences. In addition, we in-
tend to regularly record video briefs, where we will present purians on the markets or our reactions to various excep-
tional events. Calle&n ligne avec Marc Dalpgéthis new service will be in addition to our written Info Dalpldtle and
will, we believe, favourably complement our customer communication plan.

We do not claim to compete with the internet sites of major catipos that devote significant resources in terms of time and
money to their site. However, we believe that our site canvoeifably compared to those of most other investment advisors
in Canada, in terms of its presentation, its openness and its daikg.uptave all, it displays dynamism, a vision and a real
interest giving one’s best to our clients.
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In the early 1800s, the United States was a country in full developfhe arrival of immigrants, the rapidly growing econ-
omy and the boom in the development of new cities all contributed Exgansion of transportation needs for a population
on the move.

John Smith recognised this opportunity and, with the help of a fewyfamgimbers and investors, he built
what would become the main stagecoach transportation company intth@&td A. Alone or nearly alone
in his field, he was able, as any business pioneer, to benefiaffem years without any serious competi-
tion. Thus, he made good profit, which he wisely saved to meet the challenges of a growing industr

After a few years, his success as well as the laclgoifsiant barriers to entry, contributed to the arrival of new conapgt

in the stagecoach transportation business, particularly in the State Pount £0 Bis practical expertise, but also because John
had saved a significant part of his profit over the last fewsyée was able to take up the challenge brought by new competi-
tion.

He gave body and soul to make his company the best stagecoach trédnspastapany in the State. He invested time and

money in various projects with the objective of rendering his bustges-efficient and offering the best service to custom-
ers who wished to travel from the State Point A to the SRdég B, C and D. He hired Indians from all over the United

States to find the best horses and train them for stagecoachHeonorked closely with local specialists to produce the best
horse feed, allowing horses to provide the maximum effort. Supplgr&tatere set up everywhere on his routes, so that his
horses could receive the best care and have access to the best veterstabi@ssand food.

And this was not all. He revolutionized the axle system on aigesbaches, making alterations to reduce friction and the ef-
fort required by horses. He redesigned the shape of the stagecoadmeetdhem more aerodynamic. He hired the best de-
signers of the era to rethink cabin safety and comfort. He introduced on-board mealsuanddreizes.

Through his dynamism and attention to detail, John succeeded in building tlstalyesoach business in the State Point A.
His entire days and many a night were spent trying to improve his processes.

- He was spending so much time and was so obsessed with his businesselgnidsnd some comfort

_ knowing that he was the best in his art, that he did not notice the tegliabladvancements allowing
the arrival of the railroad in the mid-1800s, and later, of the autdendte was still the best stagecoach

~ operator, but people wanting to travel from Point A to Points B, Mapiferred by far taking the train
and later the automobile. Faster, safer and more comfortable, siajes were outdated and John’s
business obsolete.

John Smith resembles most current portfolio managers. They havdeml/an expertise in some traditional markets, which
has allowed them to carry on for many years. The ferocious citimpdiom other managers of the same model has forced
them to deploy additional effort in their business and to concentrate fully on thetiofiekpertise. So much so that they have,

for all practical purposes, missed the major changes in the wonldhevéast ten years. Their intensive focus on the trees in
their forest has hidden form view what was happening in the other forests of the world.

As long as stagecoach operators compare themselves to each otheg, bhn Smiths of this world can survive. But as
soon as the field is expanded, they may not be able to meet theistomers’ expectations. Less than 4% of world equity
funds available in Canada are invested in emerging markets, whikhese markets should represent some 50% of world
economic growth over the next 10 years.
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Members of DalpéMilette:;
Marc Dalpé, Portfolio Manager 514-281-8768 md@pglalpemilette.com
Jean-Marc Milette, Investment Advisor 514-281-8763 jmmilette@dalpemilette.com

Business Development:

Jean Quintin 514-985-3568 jquintin@dalpemiletien
Client Service Representatives:

Chantal Bouchard 514-281-7401 cbouchard@dalpéeitom
Anna Gastaldi 514-281-8715 agastaldi@dalperailatim
Christine Ouellet 514-281-8709 couellet@dalpettélcom
Francesca Pannunzio 514-281-8682 fpannunzio@uédgite.com
Administrative Assistants:

Véronique Levrey 514-281-8725 vlevrey@dalperteleom
Héloise Chartrand 514-985-3577 hchartrand@dalegencom
Audrey Sanchez 514-985-1842 asanchez@dalpterilem

1170 Peel Street !

Suite 300

Montreal, Quebec | "
H3B 0A9 '

Fax: 514-987-1214 !

National Winner of the 1999-2000
Distinction Program
Of the Investment Dealers Association of Canada

Each Desjardins Securities advisor whose name appeiue front matter or in a byline of this publicatibereby attests that the recommendations and opinionsssgpréerein accurately
reflect the personal views of the advisors with respetiie company and the securities discussed herein anotle@rycompany or any other security referred to herein ackietiaby the
advisor. It is possible that Desjardins Securitiespgnasiously published other opinions, including ones conti@those expressed herein. Such opinions reflectitfezemt points of view
hypotheses and analysis methods of the advisors who authoredTthierpublication is provided for information purposes only amekchot constitute an offer or a solicitation to bugelt
any securities products referred to herein in any jutissian which such an offer or solicitation cannot ligghe made. Before making an investment decision basebleoretommenda-
tions provided herein, recipients of this publication ateised to determine how suitable the recommendations atéeor in view of their personal financial situations amgestmen
goals and requirements.

This publication may contain statistics obtained frormdtiparties that we believe to be reliable. Desjardinsi$iées does not claim to know whether the obtained sitztisnformation is|
accurate and complete, and users should not rely on fibastt it were. The estimates, opinions and recommendat@niained herein are expressed at the date of publicatiorare
subject to change without notice.

Desjardins Securities is a wholly owned subsidiary otivement Desjardins. Desjardins Securities is a meaftibe Canadian Investor Protection Fund (CIPF).
Marc Dalpé is registered as Portfolio Manager with #léregulatory organizations. According to the Regulation 130Be@1IROC, he is authorized to make investment decisiongcand

give advice for managed accounts. With the exception o€ Malpé, no member of the Dalpé-Milette group can edisdretionary authority on the account of a customepprave dis-|
cretionary orders for a managed account, or take pareifotmulation of investment decisions made in the namaentanaged account.




