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We are a privately held investment
management firm answering

the wealth management

needs of individuals, trusts,
corporations, foundations and
charitable organizations.

Our role is to provide you with the
specific strategies and well-diversified
portfolio(s) that can protect your
capital and achieve long-term
growth, without exposing you

to unnecessary risk. Our proven
money management process
combines bottom-up research,
analysis and stock selection with
our qualitative expertise.

This is what we do.

At Matco Financial, each partner
has a personal stake in your
long-term success. We believe the
most valued relationships are built
one-on-one over time. We believe
you judge risks and opportunities
as much by the people involved as
by the numbers on the page.

This is who we are.
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A QUARTERLY PUBLICATION FOR OUR INVESTORS

Reality Sets In

— BILL K. DICKIE, CFA, PRESIDENT & PORTFOLIO MANAGER
— JERRY A. OLYNUK, LLB, CFP, CFA, VICE PRESIDENT & PORTFOLIO MANAGER

It’s been a significant challenge plotting a direct course through the unprecedented volatility of the past 18 months.
As our second quarter assessment of Canadian market and global economic factors demonstrates, we’re seeing progress as

conditions line up for a recovery based on corporate fundamentals. Nonetheless, overhanging macroeconomic themes

will continue to make the recovery a grind. Here’s how our scorecard adds up:

Factors Canada View us. View International View
Corporate - Price/book valuations down to 1.63X Neu | - Price/book valuations down to 1.8X Neu | - Eurozone equity valuations down 20% YTD Pos
Fundamentals |- Net profitability still high at 7.34% Pos | - Net profitability near record high of 3% ~ Pos | - Asia (ex Jupan) price/earnings 13x Pos

- YOY earnings growth 14%, but estimates - YOY earnings up 40% Pos | - Eurozone expected earnings now 37% Pos
revised down 4% Neu | - Majority of corps beating expectations - Asia (ex Japan) YOY earnings up 35% Pos
- Expected earnings growth 13% ("10) despite 4.2% positive revision Pos | - Asia expected growth 13% for 2011 Pos
&19% () Pos Pos
Asset Mix - S&P/TSX Composite dividend yield of 2.9%  Pos | - S&P equity yield of 2.1% helow - Euro equities over bonds on yield 3.3% Pos
rivals 10-year bond yield 2.9% on 10-year Treasury bill Neu | - Asian equities over bonds on growth prospects
Technical Analysis | - Equities back to neutral from overbought Neu | - Equities back to neutral ferritory Neu | - EAFE & Asian valuations near long-ferm average ~ Neu
Volatility - MXV index higher in Q2 but below ‘08 high ~ Neg | - VIX futures showing June volatility Neg | - Debt contagion fears easing on Eurozone measures Neg
Investor Sentiment | - Bearish on slowing recovery Neg | - Bearish on slowing recovery Neg | - Eurozone sentiment edged up in June Neu
Economy - Employment declined to 8.1% in Q2 Pos | - U.S. unemployment siill 10% Neg | - European austerity measures reducing GDP 10.2%  Neg
- Capacity utilization rate 75% Pos | - Manufacturing capacity improving at 74%  Pos | - Asian production supported by domestic
- Real GDP of 3.3% indicates moderate recovery Pos | - Real GDP weak @ 2.7% Neg | demand and infrastructure build Pos
Fiscal Policy - Deficit spending manageable Pos | - Deficit spending fucing resistance Neg | - Chinese economy achieving soft landing Pos
Interest Rates - BOC resuming fightening Pos | - Fed keeping accommodative stance Pos | - Spreads moderating affer sovereign debt crisis in
Euro zone Neg
Currency - Slack commodifies moderating CAD strength ~ Neu | - Currency up 5% since April Neg | - U.S. dollar up 15% up against euro Pos
Inflation - Inflation rate down fo 1.4% Pos | - Moderate af 2% Pos | - Chinese inflation/real estate values in check Pos
Net Posifion Pos Neu Pos

Neu: Neutral, Pos: Positive, Neg: Negative

It’s clear why Canada is a favoured country for international investors, while in the United States a definite dichotomy
between corporate fundamentals and economic conditions still exists. The positive assessment for International markets
has to be further dissected as Europe and Japan continue to exhibit too much debt and not enough stimuli. Asia and South

America remain the true drivers in the mix and are sufficiently self-funding to justify our positive outlook for their markets.

Taking Action

Our investment strategy remains unchanged. Given healthy dividend yields on stocks, we favour equities over
bonds, while the defensive nature of dividend companies comfortably handles ongoing market volatility.

Given record cash holdings of companies’ world wide, the tipping point in our balance of factors has arrived.
In the next few quarters, corporations will either feel confident enough to invest their cash in new opportunities and
ignite real economic growth, or they will simply sit on cash and distribute it to investors. Based on our positioning,

we're confident portfolios will continue an upward trajectory. M

OUR CURRENT INVESTMENT STRATEGY (for the period June 30 to September 30, 2010)

ASSET CLASS STRATEGY (LONG-TERM) TACTIC (SHORT-TERM) ACTIVE BALANCED PORTFOLIO
Cash Neutral Unchanged 0.00%
Fixed Income Neutral Increasing 45.00%
Canadian Equity Neutral Unchanged 40.00%
U.S. Equity Neutral Increasing 7.50%
International Equity Neutral Decreasing 7.50%
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