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Inflation/Deflation Timer - Current Indication:

Inflation

The Inflation-Deflation Timer is a trend-following model, and this class of model is
incapable of calling tops or bottoms, and therefore its value is in the ability to spot
trends. The trends we are looking for are: inflation, deflation and neutral.

This is an ongoing monitor of the Inflation-Deflation Timer model, for more information on the model,
see http://www.gwestfunds.com/publications/newsletters_pdf/newsletter_november_2009.pdf
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Qwest Commentary

Still an Inflation Reading

The Inflation-Deflation Timer model remains at an "inflation" reading and has been at this reading since July 2009.

2009 Report Card

The table to the right shows the returns of the 2009 2008 %&“ﬂ
Inflation-Deflation Timer model compared to ( )
other asset classes (note: all returns are denom- Inflation-Deflation Timer model  18.1% 71.2% 15.3%

inated in Canadian Dollars). 60% stocks/40% bonds : . 4.9

S&P/TSX 60 . . 4.6%
DEX Bond Universe . . 3.9
Reuters/CRB Index . . 2.5

The returns for the Inflation-Deflation Timer
model was a very respectable 18.1% in 2009,
which is slightly behind the 60/40 balanced
fund benchmark. However, when it mattered

the most, the Inflation-Deflation Timer model Cumulative Returns

shone with a return of 71.2% in 2008. That per- (December 2000 - December 2009)

formance was far ahead of any asset class 400 =
during that difficult asset deflation period. The Inflation-Deflation Timer

Moreover, its long-term returns have beaten
any other asset class by 10% or more, for the
period from December 2000.

really stands out during periods

300 of financial crisis
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The accompanying chart shows the returns of 2 \/
the Inflation-Deflation Timer model from

December 2000. Returns were roughly in line 0
with a 60/40 balanced fund benchmark during
normal periods but, as stated earlier, it per-
formed best during recent deflationary crisis
periods. —Timer  —S&P/TSX 60 —US T-Bond —RJICRB
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The Anatomy of Performance Anatomy of Performance

The chart to the right shows the returns and | ..o (December 2007 - December 2009)
“signals” of the Inflation-Deflation Timer model of
the last couple of years. The grey zones show W
periods when an "inflation" signal was in flashing, 300 \”\-NWW
the pink zones indicate a "deflation" signal and
the white zones indicate a neutral signal. 200 er"“’ﬁ\w
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As the chart indicates, the Inflation-Deflation ! e %%
Timer model was able to successfully navigate [100 [ [ [T ) e
through difficult asset deflation periods. The Deflation Neutral Inflation

model protected earlier gains by switching to the
default-free U.S. Treasury long bonds during the
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asset deflation periods. In 2009, when the model 2 32 %9 2 232 T EF LT TETRGE
indicated inflation, the model moved to riskier d & « 3 3 e & ¢ £ 3 a g & @
assets, namely equities and commodities further
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advancing the model’s performance.

DEFINITIONS (as defined in the American Heritage Dictionary)

Inflation

A persistent increase in the level of consumer prices or a persistent decline in the purchasing power of money, caused by an increase in available
currency and credit beyond the proportion of available goods and services.

Deflation

A persistent decrease in the level of consumer prices or a persistent increase in the purchasing power of money because of a reduction in
available currency and credit.

IMPORTANT DISCLOSURES

This information is made available by Qwest Investment Management Corp. ("Qwest") for information purposes only. This information is not
intended to be and should not to be construed as investment advice, and any recommendations that may be contained herein have not been
based upon a consideration of the investment objectives, financial situation or particular needs of any specific recipient. In addition, this
information is not to be construed as an offer to sell, or solicitation for, or an offer to buy, any securities.

The information is intended for residents of Canada only.

The opinions, estimates and projections contained herein are those of the author and not Qwest. Qwest makes no representation or warranty,
express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be contained herein and accepts no liability
whatsoever for any damage or loss arising from any use of or reliance on this information. Qwest is under no obligation to update or keep current
the information contained herein.

The information presented may not be discussed or reproduced without prior written consent.

Qwest, its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as
principal or agent.
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