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THE GOVERNMENT AS CAPED CRUSADER

Economic releases, the world over, have carried a dreadful message for weeks now. Home values continue to fall, and equity markets remain
wobbly. The global business sector fights to protect its cash flow-generating capabilities and in doing so, is aggressively liquidating inventories,
thereby adding to the slowdown. Governments are the sole entity with the power to spend in an effort to counter these powerful headwinds. The
leader in this regard is the U.S. This edition of the Marker reviews the U.S. economic stimulus program.
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Supporters and opponents appear to agree on only one facet of the State fiscal stabilization fund $39
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TAKING A WAIT-AND-SEE APPROACH

Source: Congressional Budget Office

One cannot underestimate the degree of difficulty of the government’s task in righting this economic ship. Yet, the proposed policy action
resembles the budget of a first-year government determined to usher in party policies much more than one with the desire to inject strong
medicine to a feverish patient.
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The economic backdrop remains difficult. Governments must come to the table with countercyclical spending, and the monetary policy has
been exhausted. The proposed stimulus plan appears to be lacking in many regards. Yet, equity markets have shown early signs of stabilizing
after one of their worst starts on record. Could good old Mr. Market be sending a message that private forces will in the end - through the
resumption of risk taking - ensure a reversion to more normal economic circumstances?
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RATES AS AT
RETURNS AS AT MARCH 20, 2009 (%) MTD QTD YTD MARCH 20, 2009
S&P/TSX 4.97 -4.56 -4.56 CAD/USD 1.24
S&P 500 2.01 -12.78 -12.78 CAD/Euro 1.68
S&P/TSX Small Cap 1.23 -5.92 -5.92 US Treasuries yield 10-yr/30-yr 2.63/3.66
Russell 2000 0.36 -18.11 -18.11 GOC bond yield 10-yr/30-yr 2.75/3.61
MSCI EAFE 3.22 -14.13 -14.13 Fed Fund Rate (target) 0.25
MSCI World 2.69 -13.55 -13.55 Note: Returns in Canadian dollars, London 4h exchange rates. Source: Datastream, PC Bond, MSCI-Barra, and
DEX Universe Bond 1.75 1.47 1.47 Bloomberg. PC-Bond, a business unit of TSX Inc. Copyright © TSX Inc. All rights reserved.
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