Market Volatility

Worried about market volatility and your investments?
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U.S. RECESSION FEARS

Rate cuts spur huge rebound on TSX

Toronto recovers most of Monday's huge losses, but underlying health of U.S. economy means short-term confidence is shaken

BY RICHARD BLACKWELL
AND TARA PERKINS

A sharp interest rate cut from

the U.S. Federal Reserve
Board quickly stanched the
bleeding on North American
stock markets yesterday even
as pessimism deepens over a
possible recession in the
United States.

The three-quarter percent-
age point move from the Fed
- and a smaller quarter-point
cut from the Bank of Canada
- had the desired calming ef-

fect on stock markets, which
were bracing for another
damaging day after Monday’s
carnage on i i

the Dow Jones Industrial Av-
erage fell 128 points, far less
than initially expected.

bourses.

In Canada, the S&P/TSX
composite index bounced
back with a s509-point gain to
close at 12,641, reversing most
of a 60s-point loss the pre-
vious day. That still left the
index down more than 1,000
points in the past week.

In the United States, where
markets were closed Monday
for Martin Luther King Day,

‘The Fed p! pted the
market gloom by slashing
rates by three-quarters of a
percentage point at 8:20 a.m.
(ET), its biggest cut since
1984 and its first unscheduled
interest-rate change since the
Sept. 11, 2001, tem)nst at
tacks. The

Two banks, two bankers, two rate cuts

IN WASHINGTON Ben Bernanke should have been enjoying a national
holiday on Monday. Instead, he was anxiously watching the rest of the
world's stock markets plunge and grappling with what to do about it

IN OTTAWA At the Bank of Canada building, Governor David Dodge
was meeting with his governing council fo confirm the last inferest
rate decision of his career. FULL COVERAGE, REPORT ON BUSINESS )

came a week before a sched

uled rate-setting on Jan. 30.
he Bank of Canada’s cut,

at 9 am., was milder, partly

IN DOUBT ABOUT YOUR RRSP? The markets are in turmoil just in time
for RRSP season. Join The Globe's Rob Carick for a live discussion on-
line today at 1 p.m. EST. REPORTONBUSINESS.COM 63

because the central bank
didn’t have time to react to
the surprise Fed cut. Cana-
dian commercial banks fol-
lowed with 25-basis-point cuts
to their prime rates later in
the day.

While the interest rate trims
put a lid on the roiling stock
markets - at least for a day -
they did not stem concerns
over the U.S. economy and
how a recession in that coun-
try will affect others around
the worl
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“Bull markets are born on pessimism, grow on skepticism, mature on optimism and die on euphoria.”
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Emotions lead to irrational responses

Stay focused. Stay invested. Stay diversified.

Stay focused... investments grow Stay invested... it pays off
% $70,000 1 Average Annual Return Growth of $10,000
% = Fully Invested 9.47% $24, 720
= 950,000 Missed 10 Best Days 5.26% $16,660
E $40,000 Missed 20 Best Days 1.91% $12,061
E $30,000 7 Missed 30 Best Days -0.96% $9,090
% $20,000 — Missed 40 Best Days -3.35% $7,154
% $10,000 Missed 50 Best Days -5.48% $5,755

Dec 87 Dec 01 Dec 05 Dec 99 Dec 03 Dec 07 Missed 60 Best Days -7.43% $4,706

*S&P/TSX Source: Globe HySales December 31, 2007 Source: Bloomberg as of December 31, 2007

Stay diversified... increase returns
GROWTH OF $10,000 INVESTED ANNUALLY OVER A 20-YEAR PERIOD

$671,055 Diversifying across asset classes

Chasing the losers

$601,527 Chasing the winners

Source: Bloomberg as of December 31, 2006

Contact your investment advisor to learn how to make market volatility work for you or visit www.franklintempleton.ca

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the Franklin Templeton Investments prospectus
before investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated.



