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Model Performance on Canadian Companies

The Ford universe of stocks has included 60 to 100 Canadian companies for more than 10 years.
Recent interest in these companies prompted us to develop a separate database that covers over
500 Canadian companies which has recently been released. Ford is collecting Canadian
company fundamental data, adjusting the earnings to an operating basis, providing standardized
financials, and applying its proprietary research as it does in the US. With this development in
mind, it is timely for us to examine the effectiveness of Ford’s models and proprietary ratios on the
small set of Canadian companies we’ve covered for the past 10 years.

The following tables show the average returns for selected factor quintiles, or in the case of Share
Buyback defined groupings, of the universe of Canadian companies that is included in the Ford
historical database. The returns are equally weighted and rebalanced monthly.

The best quintile performance spread came from Share Buyback. However, as pointed out below,
most of the difference came from substantial underperformance of companies that increased shares
outstanding by more than 5%. Ford’s Value Momentum Model was the second best in terms of
performance spread, but the best factor based on risk adjusted return. Value Momentum is the
basis for our research reports that include buy/hold/sell ratings. These reports are now available on
most of the 500 Canadian stocks we are covering. We will also be introducing a Canadian Select
List to go along with the U.S. and ADR versions of this model portfolio.

Copyright, 2010, by Ford Equity Research, 11722 Sorrento Valley Road-Suite |, San Diego, CA 92121, (858) 755-1327. Published monthly and furnished to clients for their private use. Information and opinions are based on sources believed
to be reliable, but accuracy and completeness can not be guaranteed. All security analyses are based on a limited analysis of statistical data and should not be interpreted as recommendations based on a complete investment evaluation.

Principals or employees of Ford Equity Research may from time to time hold interests in securities mentioned.




Price to Value Ratio (PVA)

Ford’s Price to Value Ratio divides a stock’s current price by the intrinsic value of a share as determined by Ford’s dividend
discount model. The intrinsic value is computed by discounting expected earnings and dividends over a ten-year time period
using a quality-adjusted discount rate. The overall performance distribution of PVA is not that great on Canadian companies.
However, similar to in the U.S., the top quintile hit a home run in the market rebound years of 2003 and 2009.

PVA Lowest Guintile 2 CGuintile 3 Quintile 4 Highest Canadian
2000 -20.7 1.3 42.3 16.4 -2.2 6.1
2001 A2.5 8.2 -2.2 15.7 -0.9 14.4
2002 -30.0 a.0 -14.2 4.0 -36 -7.5
2003 834 a2.7 494 50.3 7849 B35
2004 12.3 343 2149 2549 -0.2 18.0
2005 16.5 236 -0.8 17.48 3.0 121
2006 208 18.4 16.5 2.3 223 16.3
2007 -22.0 2.8 256 274 8.6 7.1
2008 -54.2 -441 -449.1 -81.3 -50.6 -a0.5
2009 Moy 131.1 592.8 544 342 114.2
Annualized 13.4 151 12.0 11.8 4.3 12.45
| Standard Davy. a7 251 23.8 23.3 2582 231

Operating Earnings Yield (OEY)

Ford’s Operating Earnings Yield is an earnings-to-price ratio based on the last 3 quarters of operating earnings per share
and the current quarter’s estimate. OEY produced a slightly better predictive result than the PVA valuation measure in the top
quintile with a much lower standard deviation of returns, indicating it had better risk-adjusted returns. However, the distribu-
tion of returns was not quite as good as that of PVA.

OEY Highest Cuintile 2 Cuintile 3 Quintile 4 Lowest Canadian
2000 -14.1 2849 28 36.A -149.2 f.1
2001 47 1 17.8 -7.0 10.4 0.5 14 4
2002 -B.2 -1.1 -13.4 -24 -224 -Th
2003 701 438.0 443 5903 63,9 B35
2004 32.8 20.3 473 11.4 26.2 18.0
2005 207 18.0 17.3 5.3 -28 121
2006 13.4 111 1594 19.49 12.4 16.3
2007 8.7 16.0 16.5 206 -231 7.1
2008 -37 1 -4R.2 -A01 -51.7 -Rg.2 -A0.4A
20049 ea.T 487 46.3 114.4 arey 114.2

Annualized 16.6 12.6 4.0 17.2 5.3 12.5
Standard Dev. 23.4 2.2 2.7 24.0 426 23.1
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Price/Normal Earnings Ratio (PER)

Ford’s normal earnings per share represents the current sustainable level of earnings of a company and serves as the
base on which we build our intrinsic value analysis and our price/normal earnings valuation metric. Ford’s normal
earnings tend to smooth out the volatility of historical earnings series caused by cyclicality and large gains or losses from
extraordinary items. The top quintile of PER produced the highest returns among the valuation factors shown mainly due
to the 500% return in 2009. In examining the companies in the 2009 top quintile, we found that the average quality was
C+ and over half of the companies had prices well below $5. This confirms our observation that shares of low quality
companies tend to rebound much more on a percentage gain basis than those of higher quality companies after a
substantial market decline.

PER Lowest Quintile 2 Quintile 3 CQuintile 4 Highest Canadian
2000 -287 237 16.3 128 101 f.1
2001 51.4 4.1 4.1 231 -12.4 14.4
2002 24 0.1 -G.9 -11.49 -24 8 -7.5
2003 793 458 BY.0 541 G238 E3.5
2004 31 248 14.4 B.5 183 19.0
2004 74 247 149 7.0 5.1 121
2006 3.0 2.0 1.7 0.1 18.0 16.3
2007 -22.0 8.2 44 137 44 2 7.1
2008 -59.1 -52.4 -431 -547 -437 -a0.5
20049 S049.5 99 6 a0.8 350 458 114.2

Annhualized M8 136 9.5 4.1 g.0 124

Standard Dev. 395 23.2 22.1 231 261 231

Earnings Momentum (EMO)

The Earnings Momentum model is a modified version of Ford’'s original earnings trend analysis which makes an
adjustment for the volatility of earnings. Similar to the original analysis, EMO measures the acceleration or deceleration in
the growth of operating earnings per share over a 5-quarter period ending with the current estimated quarter. In each
case, 12-month earnings at the end of each quarter are used to eliminate seasonal fluctuations. EMO had a good
distribution overall and in most years but the standard deviation of the top quintile was relatively high.

EMO Highest Quintile 2 Cuintile 3 Cuintile 4 Lowest Canadian
2000 18.0 -1 6 1.4 206 -13.1 fi.1
2001 2849 202 5.0 17.0 -4.4 144
2002 -19.1 -84 -14.2 -38 F.49 -T.4
2003 49 2 409 462 a1 .6 az.3 F3.4
2004 231 159 285 17.6 8.5 18.0
2004 9.7 5.4 258 11.48 3.8 121
2006 221 16.5 26.48 158 -2 16.3
2007 13.4 9 f 10.8 a.4 -3.4 71
2008 -A7 .2 -48.10 -449 8 -41 .8 -a7 1 -A0.4
2009 2492 1097 F9.0 a3.7 1126 114.2

2000-2009 .3 10.4 10.0 1.7 4.1 12.4

Standard Devw. 327 24.4 23.8 23.2 284 231
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Price Momentum (PMO)

The Ford Price Momentum Model is a near-term price performance indicator. The model uses both traditional long-term
(twelve month) price momentum combined with less conventional short-term (one to three month) reversion to the mean
price momentum. The performance distributions were good in 5 of the 10 years, but mediocre when measured over the
entire ten year period.

PMO Highest CQuintile 2 Cuintile 3 Quintile 4 Lowest Canadian
2000 -23.2 147 £.0 216 135 £.1
200 59.3 250 -1.4 -13.1 8.7 14.4
2002 -0.4 -4.8 -0.7 -14.6 -23.9 -7.5
2003 70.8 G3.6 47.0 a7.2 787 G35
2004 19.4 7.7 417 293 1.8 19.0
2005 3.z 147 247 11.8 5.3 12.1
2006 306 -0.7 222 21.2 8.8 16.3
2007 137 16.0 12.4 1.0 -T7 7.1
2008 -51.1 -48 5 -51.3 -85 -44.9 -50.5
20049 1322 GE.5 240 180.2 102.2 114.2

Annualized 14.8 105 127 10.9 6.5 12.8
Standard Dev. 29.4 23.2 23.0 28.6 30.4 23.1

Share Buyback (SHB)

Our Share Buyback factor measures the percentage change in shares outstanding compared to one year ago. Across the
entire Ford universe of stocks, our research indicates that companies that have reduced the number of shares outstanding,
on average, generate above average performance. For this small universe of stocks, there was only a small difference in
average performance of companies that reduced shares outstanding or increased shares by 5% or less. However,
companies that increased shares outstanding by more than 5% had substantial average underperformance in 8 of 10 years.

| SHB =-1% -0.99% to 1% 1.01% to 5.0% = 5% Canadian

2000 14.6 213 203 1.8 £.1
20Mm 101 4 0.7 24 14.4
2002 13.8 1.2 344 -29.9 -7.5
2003 747 446 74.0 6.2 63.5
2004 47.4 17.8 24.4 7.0 18.0
2005 273 17.8 8.6 0.4 121
2006 204 121 9.1 255 16.3
2007 331 -3.0 19.0 -10.7 7.1
2008 -50.3 -45.8 -49.7 -A2.6 -50.5
20049 61.6 1581 161.2 1.6 114.2

Annualized 19.8 153 20.6 -2.4 125

Standard Dev. 21.4 281 26.8 30.8 231
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Value Momentum Model (VMO)

The Value Momentum Model combines valuation, earnings momentum and price momentum into a single stock selec-
tion factor. When applied to the Canadian company universe, the model produced very good distribution in all but the
bounce back years of 2003 and 2009 (which is similar to the US results). Also notable is the relatively low standard
deviation of returns for the top quintile indicating that the combination of valuation and momentum factors produces the
best risk-adjusted returns.

VMO Highest Quintile 2 Quintile 3 Quintile 4 Lowest Canadian
2000 13.7 10.0 147 -89 1.6 6.1
2001 29.5 19.5 21.6 23.3 -20.3 14.4
2002 a2 -18.9 -A.7 -4.3 -18.0 -7.5
2003 897 a8.8 744 53.0 65.5 B3.5
2004 41 .4 202 18.1 0z 16.4 18.0
20045 228 16.6 181 -4.0 6.7 12.1
2006 17.7 206 293 21.4 -TE 16.3
2007 24.0 211 8.5 =21 -1341 7.1
20048 -38.2 -53.4 -45.2 -43.49 -G7.9 -50.5
2004 74.3 4584 706 226.5 185.49 114.2

Annualized 211 §.2 155 12.0 0.2 12.8

Standard Dev. 321 21.3 3.4 8.3 35.9 23.1
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