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Outlook on real estate

Craig Alexander, Senior Vice President & Chief Economist, TD Economics

The era of low interest rates has made real estate an attractive option
for many investors, offering the potential for higher yields alongside
the possibility of capital gains. The bet has paid off so far. Home
price growth outstripped equity market returns in 2013 and 2014,
and real estate investment trusts (REITs) have similarly outperformed.
However, investors looking for positive returns in 2015 and 2016
will have to choose their markets wisely.

In Canada, the combination of a 60% plunge in oil prices and a
30-basis-point drop in mortgage rates has created a noticeable
regional divide. The drop in oil prices has dealt a heavy blow to
the commodity-driven provinces of Alberta, Saskatchewan and
Newfoundland. While their economies may not meet the technical
definition of recession, this is little solace to their housing markets.
In Calgary, existing home sales are already down 30% (from year
ago levels) and home prices are likely to fall 10% over the next two
years. Edmonton is likely to realize a similar decline.

Toronto and Vancouver, on the other hand, have benefited from
the recent drop in mortgage rates, with both sales and prices
advancing swiftly at the start of this year. Future gains, however, will
be harder to come by. Continued price growth has only increased
the degree of overvaluation in these markets, which we estimate
at around 15%. While prices are unlikely to unwind abruptly as
long as interest rates remain low, there appears to be little further
upside. The deterioration in affordability is already showing signs
of cutting into first-time home buyer demand and pushing more
households into the rental market. Even so, rent growth has not
kept pace with home prices, leaving capitalization rates lower than
in other Canadian regions such as Edmonton, Halifax, Ottawa and
Winnipeg.

Table 1: North American Home Prices, Year-Over-Year % Change

2014 2015F 2016F
Canadian Existing Home Price 6.6 5.1 1.1
Toronto 8.0 7.5 2.1
Vancouver 6.0 59 0.1
Calgary 5.2 -7.8 -3.7
Montreal 2.4 0.6 1.7
U.S. Corelogic Home Price Index 2.8 5.2 4.7
New York 5.5 8.5 6.2
Arizona 6.5 4.6 5.8
California 12.3 6.0 5.8
Florida 8.0 6.9 6.3
Nevada 11.6 5.7 4.7

Sources: Canadian Real Estate Association. National Association of Real Estate.
Forecasts (F) by TD Economics. As at March 31, 2015.

Elsewhere across non-commodity producing Canada, markets for
the most part have been cooling and are relatively fairly valued.
Looking ahead, upside potential for prices will be limited by an
aging population and slowly rising interest rates. One exception
is Hamilton. Close to Toronto, yet more affordable, Hamilton has
become an increasingly popular option among younger home
buyers.

The post-housing-collapse American market may offer the best
opportunity for real estate investors. While home prices have been
growing in the United States over the past two years, they remain
below their pre-crisis peak and several marketsstillappear underpriced
and underbuilt. In addition, barriers to home ownership following
the housing collapse has been a boon to the rental market, pushing
down vacancy rates and pushing up rent growth. As income growth
picks up and credit scores improve going forward, more households
(and young people still living in their parents’ basements) are likely
to move back to the ownership market.

Location wise, the best opportunities are likely to be in the
American south where population growth is the fastest and new
home construction is still fairly depressed following the housing
crash. Markets in Arizona and California have been top performers,
with average annual price gains topping 12% in 2013 and 16% in
2014. Both states are popular destinations for foreign investment,
particularly from China. Healthy demand is likely to support
continued robust growth in California and Arizona over the next
two years. The average home price in California is likely to reach the
pre-recession peak in 2017. Arizona home prices will have a much
longer slog back to pre-recession levels.

Another market with continued upside potential is Florida.
With population expected to rise at a rapid pace in many urban
markets in the sunshine state alongside limited construction, the
housing market is likely to remain tight.

New York has once again become a popular destination for foreign
investment and is likely to be a top performer through 2015 and
2016. However, there appears to be less room for growth in home
valuations over the long term, with prices already above pre-recession
levels and sub-par population growth limiting future demand.

Still, Canadians looking to invest in the U.S. market may want to
hold off a little longer. While the 30% depreciation in the Canadian
dollar since 2013 has magnified returns on American real estate
for Canadians already invested, the flip side is that getting into the
market now is considerably more expensive. The upside to waiting is
that the Canadian dollar is likely close to a bottom and is expected
to appreciate through 2016, which will offset much of the gains of
investing today. A higher Canadian dollar in 2016 will create a more
favourable environment for investing in the U.S.
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Investing in real estate
Catherine Carlin, CFA; Christopher Lo, CFA

We spoke with Michael Missaghie, Senior Portfolio Manager, Sentry
Investments and lead manager of Sentry Real Estate Investment
Trust (REIT) Fund about his perspective on real estate as part of
an individual investor’s portfolio. Below is a summary of his views:

We know the large institutional investors, like pension funds,
have broadened their asset mix to include real estate. Should
real estate be considered part of an individual investor’s
portfolio as well?

At the end of 2013, the 19 largest pension funds in Canada held
approximately 12.3% of their assets in real estate versus 6.5%
in 2004 (source: RBC Capital Markets; this is the latest disclosed
number). Pension funds like the long-term nature of the cash flow
stream that real estate investments generate as it matches their
long-term liability profile. These funds generally hold the assets
directly and are therefore involved in all the details that property
ownership entails.

While individual investors do not generally have the time or ability
to manage large commercial (retail, office, industrial) properties
themselves, we do believe it is generally appropriate for individual
investors to include real estate in their investment portfolios.

What are the benefits of holding real estate in an investment
portfolio?

Real estate assets are considered to be excellent long-term
investments, particularly in the current environment where it is
very difficult to generate a positive real return (after inflation) from
traditional fixed income assets. Real estate can provide stable cash
flow through longer-term lease agreements, inflation protection
(especially where this is built directly into the terms of the leases)
and overall portfolio diversification.

An investment in a real estate company offers further benefits
over a direct investment in real estate property insofar as these
vehicles are liquid (i.e. traded on public market exchanges), are
professionally managed both in terms of the balance sheet and the
assets themselves, and provide access to large marquee assets that
an individual would otherwise not be able to access.

What are the risks?

There are risks inherent in all investments and real estate is no
exception. The main risks to an investment in real estate or REITs
are a deep economic recession and a credit tightening cycle.
That is not to say that we see a high probability of these risks on
the horizon at this time. In the event of a deep economic recession,
the cash flow generated by a property may be compromised as
tenants vacate. This would reduce the stability of cash flow that
investors seek from this asset class. A credit tightening cycle would
be damaging as real estate is a capital intensive asset; it is expensive
to purchase and operate. REITs generally finance 40% — 50% of the

value of the property with debt and 10% — 15% of the total debt
matures each year. In a credit tightening cycle, both the ability and
the cost to refinance become more challenging.

An increase in interest rates is often held up as a risk, and to be sure,
we did see REIT unit prices drop in 2013 when the market feared
that rates would be moving higher. We would argue, however, that
in isolation, a rise in interest rates would not necessarily result in
challenging conditions. For example, if interest rates were to rise
because of a strong economic recovery, a real estate property may
actually benefit from stronger occupancy levels and higher rental
rates.

How much real estate should investors consider holding?

As with any other asset class, the allocation of an individual investor's
investment portfolio to real estate depends on the risk tolerance,
investment horizon and investment goals. As a general guideline,
we would suggest that an allocation in the range between 5% and
20% may be appropriate.

Would a principal residence or vacation property be included
in that allocation?

No, we would not recommend considering a home or cottage part
of an investment portfolio. Investors should differentiate between
their home/cottage and real estate for investment purposes. There is
utility and consumption in a home as your residence, which is quite
different than what is expected of an investment. An investment
should generate an economic return and/or provide cash flow.
A home does not provide these attributes (and very likely generates
expenses rather than cash flow).

If investors are considering a private real estate company,
what questions should they ask before investing?

Investors considering a private real estate company should be
prepared to do additional due diligence as there is likely not the
same level of disclosure as for a public company. Private companies
are also generally not subject to the same level of scrutiny by large
institutional shareholders who dig into many details as part of their
due diligence process. Investors should ensure that management
interests are aligned with theirs, specifically as it relates to
compensation, and that management has a strong track record of
creating value. Asset quality should be reviewed in detail (location,
age, condition) as well as the asset life cycle (i.e. development
assets are much higher risk and need greater review than income
producing assets). The balance sheet should be reviewed to ensure
that it is appropriate in structure (no large maturities clustered in
one year). The sustainability of the dividend or distribution should
be scrutinized by examining the free cash flow payout ratio. This is
not an exhaustive list and we advise investors proceed with caution
in the private investment arena as liquidity is not always available in
the event of second thoughts.
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Open doors to public markets
Robert Marck, CPA, CMA, CIM

When it comes to investing in real estate, investors are not limited
to bricks and mortar. Instead, they can gain access to real estate by
investing in market traded real estate vehicles such as Real Estate
Investment Trusts (REITs), Real Estate Operating Companies (REOC)
and Mortgage Backed Securities (MBS).

REITs are essentially tax-advantaged companies that operate and
own different types of income producing properties. They offer
liquidity, lower investment requirements and access to real estate
professionals. The revenues generated from these companies
generally come from rents and tend to be exempt from income
taxes at the trust level, distributing the majority of their income to
unitholders. Real Estate Operating Companies (REOC) are standard
taxable real estate companies. They tend to reinvest earnings into
the business instead of distributing funds to unitholders and are
more flexible in the types of investments they can make. Mortgage
Backed Securities (MBS) are asset backed securities secured by
a collection of mortgages on residential or commercial assets.
Their payments to investors are similar to coupons (interest). In this
article, we will focus on REITs, which are likely the most recognized
by investors.

The foundation

When considering REITs for investment, it's important to review and
understand the characteristics and risks of the companies and the
assets. Investors should be aware of a REIT's geographic exposure
as that may affect market rents and occupancy levels. Analyzing
the lease terms and tenant concentration may uncover risks or
opportunities such as pending vacancy risk and upcoming lease
renewals at lower than (or above) current rates. Investors should
analyze the balance sheet to determine if the REIT is overleveraged.
Large-capitalization REITs in Canada generally have a net debt to
total capital ratio of 40% to 50%. Finally a review of management'’s
track record is important to target teams who are good operators
and recycle capital efficiently.

Figure 1: Global REITs by Property Type

Diversified (34%)
Retail (23%)
Office (15%)
Residential (11%)
Health Care (7%)
Industrial (4%)
Hotel/Resort (3%)
Self Storage (3%)
Other (1%)

Source: CFA Institute. 2014.

Economic drivers influence REIT sub-sectors

REITs can hold property across a variety of sub-sectors (figure 1).
Generally, retail REITS own shopping malls, big-box centers and
other retail outlets, generating rent from local vendors or large
corporate retailers. Retail REITS are economically driven by overall
population trends and local dynamics that may impact foot
traffic. Job creation and employment may affect the surrounding
population’s spending. Office REITs are generally exposed to
urban centre properties, ideally where unemployment is low and
businesses are likely to locate. Similarly, office REITS are driven
by population growth and retail sales growth, as well as stronger
corporate profits and occupancy. Residential REITs typically
invest in and manage rental properties for individual tenants.
Local demographics and income trends help drive occupancy trends
and location of the assets is of considerable importance. Industrial
REITs invest in warehouses, distribution centers or other similar
properties. They generally sign long lease terms and proximity of
properties to major forms of transportation (rails, airport, etc.) is of
importance.

In addition to the sub-sectors listed above, REITs may also be
grouped by health care, hotel, and self-storage spaces, all with
different economic influences. All of these REIT categories tend to
be more cyclical due to short-term lease terms. Finally, diversified
REITs are those that own properties across a number of sub-sectors,
providing diversification benefits.

A historical look at returns by asset class

To review the performance of Canadian REIT sub-sectors over the
past year, we have included Canadian REIT sub-sectors where there
were at least two constituents with data for the past twelve months.
As shown in figure 2, residential REITs exhibited the strongest
relative price performance, followed by industrial REITS, retail REITs
and office REITs.

Figure 2: REIT Sub-Sector Returns
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Source: Bloomberg Finance L.P. As at April 14, 2015.
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Residential REITs, with material operating assets focused on eastern
Canada, have benefited from increasing occupancy underpinned
by a healthy residential housing market. As such, the sub-sector
has appreciated an impressive 13% during the last year. As housing
prices continue to rise, especially in major Ontario and BC markets,
renting becomes a more affordable option for individuals and as
such, puts upward pressure on rents and occupancy rates. The next
best performing sub-sector was industrial REITs, which increased
11% due to strong price performance from Granite REIT (GRT.UN-T)
and Pure Industrial REIT (AAR.UN-T). Finally the retail and office REIT
segments returned 6% and 4%, respectively.

Looking forward

Turning to specific investment themes for 2015, we believe that
REITs with strong tenant characteristics (including term and diversity)
and desirable locations should provide solid returns for investors.
Table 2 highlights a number of REITs from different sub-sectors.

Table 2: REIT Ideas

Company Name Ticker Yield Sub-sector
RioCan REIT REILUN-T 4.8% Retail
Allied Properties REIT AP.UN-T 3.8% Office
H&R REIT HR.UN-T 5.9% Diversified
Boardwalk REIT BEI.UN-T 3.4% Apartment
Chartwell Retirement Residences* ~ CSH.UN-T ~ 4.7% Sr. Housing

*CHS.UN is an open ended trust. Source: Thomson Reuters Eikon. As at May 6, 2015.

In the retail segment, we highlight RioCan REIT (REL.LUN-T), which
is Canada’s largest retail REIT, and owns interest in over 300 retail
properties across Canada and the U.S. As Canada’s top landlord
for many key retailers, RELUN has a dominant position in the
market and an attractive growth profile along with a quality asset
base. APUN is an example of an office REIT; it owns a portfolio
of predominantly Class | office properties across Canada and is
expected to deliver above average growth while maintaining low
leverage and a conservative payout ratio.

Table 3: Real Estate Fund and ETF Ideas

HR.UN is an example of a large diversified REIT. It is expected to
exhibit steady adjusted-funds-from-operations (AFFO) growth, has
a long average remaining lease term and a strong balance sheet.
It also trades at a discount to peers despite its high-quality portfolio.

In the residential space, we highlight BEI.UN, whose unit price has
been negatively impacted by its large Alberta presence and the drop
in the price of oil. The discounted valuation may provide a good
entry point for investors who believe the Alberta housing market
will not suffer materially because of lower oil prices.

Finally in the senior housing space, we highlight CSH.UN, which
recently announced the sale of its U.S. business and its goal to
improve the overall quality of the portfolio. While there may
be a near-term drag on AFFO due to the sale of the assets, the
transaction may allow CSH.UN to focus on its Canadian business,
exit a market with little competitive advantage and reduce debt on
their balance sheet.

In addition to holding equity positions in units of REITS, investors
may also access REIT exposure through debt (i.e. bonds), or through
a fund. While purchasing a bond will not provide the capital
appreciation upside, it offers increased relative safety by owning
a claim on the company’s assets. In the tables below, we provide
examples of specific debt issues from REITS that may be of interest
to investors. Additionally, we list a number of fund and ETF ideas.

Table 4: REIT Debt Ideas

Issuer Name Coupon Maturity DBRS
H&R REIT 5.9% 2/3/2017 BBBH
Morguard Corporation 4.1% 12/10/2018 BBBL
Cominar REIT 4.3% 12/8/2021 BBBL
Calloway REIT 4.0% 5/30/2023 BBB
First Capital Realty 4.3% 7/31/2025 BBBH

Source: Company Reports, Dominion Bond Rating Service (DBRS). As at May 6, 2015.
Low (L), High (H).

Fund Name (mAiIILiJc'::LS) 1 year 3 Years
Sentry REIT $1,366.50 20.0% 10.4%
Dynamic Global Real Estate $202.88 28.7% 15.1%
Fidelity Global Real Estate $10.72 31.3% 19.5%
Invesco Global Real Estate $186.30 29.0% 18.3%
Manulife Global Real Estate $34.38 21.8% 21.4%
iShares S&P/TSX Capped REIT ETF (XRE-T) ~ $1,325.57 11.9% 7.0%
Vanguard REIT ETF (VNQ-US) $69,133.21 42.4% 23.5%

5 Years 7 Years Avg. 12-month 5-Year Std. 5-Year
Dist. Yield Deviation Sharpe Ratio
12.5% 7.0% 8.2% 8.3 1.35
13.0% 8.2% 2.8% 9.7 1.23
14.3% 5.7% 0.3% 12.3 1.09
13.5% 5.1% 0.0% 12.3 1.02
14.3% 8.6% 1.6% 12.3 1.07
12.9% 9.7% 4.8% 10.11 1.16
21.1% 12.4% 3.7% 14.50 0.86

Source: Morningstar Direct. As at March 31, 2015. Performance longer than one year is annualized. Performance, distribution yield and risk metrics are provided for the front-end versions of the
funds. AUM: Assets Under Management. The Vanguard REIT ETF is priced in USD. The AUM, performance, and risk metrics are converted to CAD for comparison purposes using exchange rates

provided by Morningstar Direct.
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So you want to be a landlord

Clara Bor, CIM; Joanna Mazin and Adrienne Lo, TD Wealth, Wealth Advisory Services

In a low interest rate environment, owning a second property
may seem like a great investment opportunity. With the current
low money-market and mortgage rates, it may seem easy to
justify purchasing a rental property and reaping the benefits of
a supplementary income stream. However, dealing directly with
tenants and maintaining a rental property may require a lot of time
and energy. If you prefer to have a paid professional act as the
landlord, a property management company could be an option.
Individuals who own rental
property generally report -
rental net income (or loss)
on a calendar-year basis.
All  reasonable  expenses
incurred in operating
the  property can  be
deducted. Such expenses
could include the cost of
interest (discussed in more
detail below), insurance,
professional fees, property
taxes, electricity, small repairs
and advertising for tenants.
Capital expenditures (usually
deducted in the form of
depreciation) may also be
deductible; these include
items such as renovations
or home improvements.
It is important to note that
if there is no reasonable
expectation of making a
profit from the investment, there is a possibility that net rental
losses may be denied. The extra administration that comes with
owning a rental property, including keeping accurate records of all
expenses and related activities connected to the property, can help
your tax professional determine if expenses are valid and eligible
for deduction or depreciation. In addition, the tax consequences
of selling the rental property should also be reviewed prior to
purchasing the property, to ensure that you are aware of the
ultimate financial impact of exiting this investment.

Interest deductibility

With the low interest rate environment, investors may borrow
money to invest in a rental property, however there are certain
risks and benefits with a leveraged investing strategy. For instance,
certain criteria must be met for the interest on borrowed money to

be deductible. Generally, for interest to be deductible, the federal
Income Tax Act (ITA) requires that interest must be paid or payable
for the year; there must also be a legal obligation to pay the amount,
and the amount paid or payable must be reasonable.

There are two additional criteria that require further examination.
First, under paragraph 20(1)(c) of the ITA, the borrowed money
must be used "for the purpose of earning income from a business or
property...." If the sole purpose is to realize capital gains, the interest
incurred may not be deductible
from income. Secondly,
court cases have ruled that
the direct use test should be
applied in determining income
deductibility. If the direct use
of the borrowed money is to
earn income from business
or property, then the interest
is deductible. Nevertheless,
interest on borrowed money
may be deductible even where
profit was not earned. The
Canada  Revenue  Agency
(CRA) has traditionally denied
deductibility of interest
expenses unless profit (net
income) was realized from
the underlying property after
taking the interest expense
into account. However, the
Supreme Court of Canada
(Ludco) dismissed the CRA's
position and held that “income” does not mean “net income”
or “profit.” Note: the province of Quebec has its own set of tax
laws related to interest deductibility. Additional tax information
from the CRA can be found here: http://www.cra-arc.gc.ca/rental

Direct ownership of a rental property is certainly one way to gain
exposure to real estate but keep in mind that publicly traded
choices are available, which can offer daily liquidity and best of all,
no landlord responsibilities. To determine which strategy is right
for you and to ensure that you fully understand the potential risks
and tax implications, we recommend that you speak with your
advisor and tax professional before making any related decisions.

Source: Canadian Revenue Agency.
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Monthly market review

(%) (%) (%) (%) (%) (%) (%) (%)
Canadian Indices ($CA) Return Index Level 1 Month 3 Months YTD 1 Year 3 Years 5 Years 10 Years 20 Years
S&P/TSX Composite (TR) 46,854 2.43 4.50 5.07 6.93 10.68 7.57 7.93 8.98
S&P/TSX Composite (PR) 15,225 2.16 3.76 4.05 3.91 7.39 4.51 4.97 6.55
S&P/TSX 60 (TR) 2,204 2.29 4.16 4.76 8.94 11.55 7.43 8.24 9.57
S&P/TSX SmallCap (TR) 877 4.74 3.97 4.48 -9.07 1.72 2.25 3.23 -
U.S. Indices ($US) Return Index Level 1 Month 3 Months YTD 1 Year 3 Years 5Years 10 Years 20 Years
S&P 500 (TR) 3,842 0.96 5.07 1.92 12.98 16.73 14.33 8.32 9.29
S&P 500 (PR) 2,086 0.85 4.54 1.29 10.70 14.26 11.94 6.07 7.25
Dow Jones Industrial (PR) 17,841 0.36 3.94 0.10 7.60 10.53 10.14 5.76 7.35
NASDAQ Composite (PR) 4,941 0.83 6.61 4.34 20.10 17.50 14.96 9.91 9.24
Russell 2000 (TR) 5,777 -2.55 5.03 1.65 9.71 15.87 12.73 9.18 9.36
U.S. Indices ($CA) Return Index Level 1 Month 3 Months YTD 1 Year 3 Years 5 Years 10 Years 20 Years
S&P 500 (TR) 4,656 -3.53 0.12 6.46 24.96 24.93 18.53 7.93 8.67
S&P 500 (PR) 2,527 -3.63 -0.39 5.81 22.44 22.29 16.05 5.68 6.64
Dow Jones Industrial (PR) 21,620 -4.10 -0.96 4.56 19.01 18.29 14.19 5.37 6.74
NASDAQ Composite (PR) 5,988 -3.66 1.58 8.99 32.83 25.75 19.19 9.50 8.63
Russell 2000 (TR) 7,000 -6.88 0.08 6.19 21.34 24.02 16.87 8.78 8.74
MSCI Indices ($US) Total Return Index Level 1 Month 3 Months YTD 1 Year 3 Years 5 Years 10 Years 20 Years
World 6,694 2.40 6.82 4.91 7.99 14.12 11.13 7.46 7.38
EAFE (Europe, Australasia, Far East) 7,004 4.16 8.83 9.37 2.10 11.71 7.89 6.10 5.60
EM (Emerging Markets) 2,116 7.72 9.51 10.17 8.17 3.60 3.35 9.93 6.99
MSCI Indices ($CA) Total Return Index Level 1 Month 3 Months YTD 1 Year 3 Years 5Years 10 Years 20 Years
World 8,112 -2.16 1.78 9.59 19.44 22.15 15.22 7.07 6.78
EAFE (Europe, Australasia, Far East) 8,488 -0.47 3.70 14.24 12.93 19.56 11.86 5.72 5.01
EM (Emerging Markets) 2,564 2.93 4.35 15.09 19.63 10.88 7.16 9.53 6.39
Currency Level 1 Month 3 Months YTD 1 Year 3 Years 5Years 10 Years 20 Years
Canadian Dollar ($US/$CA) 82.52 4.65 4.95 -4.27 -9.59 -6.57 -3.55 0.37 0.56
Regional Indices (Native Currency)
E— Index Level 1 Month 3 Months YTD 1 Year 3 Years 5Years 10 Years 20 Years
London FTSE 100 (UK) 6,961 2.77 3.13 6.01 2.66 6.65 4.62 3.78 3.94
Hang Seng (Hong Kong) 28,133 12.98 14.80 19.18 27.10 10.07 5.91 7.30 6.25
Nikkei 225 (Japan) 19,520 1.63 10.44 11.86 36.46 27.04 12.04 5.89 0.75
Bond Yields 3 Months 5 Years 10 Years 30 Years
Government of Canada Yields 0.66 0.98 1.58 2.18
U.S. Treasury Yields 0.00 1.43 2.03 2.74
Canadian Bond Indices ($CA) Total Return Index Level 1 Month 3 Month YTD 1 Year 3 Year 5 Year 10 Year
FTSE TMX Canada Universe Bond Index 987.31 -1.36 -1.81 2.74 8.21 4.62 5.77 5.37
FTSE TMX Canadian Short Term Bond Index (1-5 Years) 681.62 -0.44 -0.50 1.45 3.20 2.78 3.26 3.85
FTSE TMX Canadian Mid Term Bond Index (5-10) 1072.01 -1.26 -1.64 2.98 8.30 5.20 6.60 5.98
FTSE TMX Long Term Bond Index (10+ Years) 1561.55 -2.61 -3.55 4.34 15.64 6.76 9.31 7.46

Sources: TD Securities Inc., Bloomberg Finance L.P.  TR: total return, PR: price return. As at April 30, 2015.
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Important information

The information has been drawn from sources believed to be reliable. Where such statements
are based in whole or in part on information provided by third parties, they are not guaranteed
to be accurate or complete. Graphs and charts are used for illustrative purposes only and
do not reflect future values or future performance of any investment. The information does
not provide financial, legal, tax or investment advice. Particular investment, trading, or tax
strategies should be evaluated relative to each individual's objectives and risk tolerance. TD
Wealth, The Toronto-Dominion Bank and its affiliates and related entities are not liable for any
errors or omissions in the information or for any loss or damage suffered.

Certain statements in this document may contain forward-looking statements (“FLS") that
are predictive in nature and may include words such as “expects”, “anticipates”, “intends”,
“believes”, “estimates” and similar forward-looking expressions or negative versions thereof.
FLS are based on current expectations and projections about future general economic, political
and relevant market factors, such as interest and foreign exchange rates, equity and capital
markets, the general business environment, assuming no changes to tax or other laws or
government regulation or catastrophic events. Expectations and projections about future
events are inherently subject to risks and uncertainties, which may be unforeseeable. Such
expectations and projections may be incorrect in the future. FLS are not guarantees of future
performance. Actual events could differ materially from those expressed or implied in any FLS.
A number of important factors including those factors set out above can contribute to these
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subject company. 2. TD Securities Inc., TD Securities (USA) LLC or an affiliated company has
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to the subject company. 3. TD Securities Inc., TD Securities (USA) LLC or an affiliated company
expects to receive compensation for investment banking services within the next three months
with respect to the subject company. 4. TD Securities Inc. or TD Securities (USA) LLC has
provided investment banking services within the last 12 months with respect to the subject
company. 5. A long position in the securities of the subject company is held by the research
analyst, by a member of the research analyst's household, or in an account over which the
research analyst has discretion or control. 6. A short position in the securities of the subject
company is held by the research analyst, by a member of the research analyst's household, or in
an account over which the research analyst has discretion or control. 7. A long position in the
derivative securities of the subject company is held by the research analyst, by a member of the
research analyst's household, or in an account over which the research analyst has discretion
or control. 8. A short position in the derivative securities of the subject company is held by
the research analyst, by a member of the research analyst's household, or in an account over
which the research analyst has discretion or control. 9. TD Securities Inc. and/or an affiliated
company is a market maker, or is associated with the specialist that makes a market, in the
securities of the subject company. 10. TD Securities Inc. and/or affiliated companies own 1%
or more of the equity securities of the subject company. 11. A partner, director or officer of
TD Securities Inc. or TD Securities (USA) LLC, or a research analyst involved in the preparation
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for remuneration. 12. Subordinate voting shares. 13. Restricted voting shares. 14. Non-
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Action List BUY: The stock’s total return is expected to exceed a minimum of 15%, on
a risk-adjusted basis, over the next 12 months and it is a top pick in the Analyst's sector.
BUY: The stock's total return is expected to exceed a minimum of 15%, on a risk-adjusted
basis, over the next 12 months. SPECULATIVE BUY: The stock's total return is expected
to exceed 30% over the next 12 months; however, there is material event risk associated
with the investment that could result in significant loss. HOLD: The stock's total return is
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