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The stock market has made investors more anxious as of late. Broad measures of Canadian and U.S. stock price performance are
down significantly from their summer highs.1 While no one can predict with certainty when this latest period of volatility will
end, history has shown that markets eventually recover and that long-term investors are rewarded.
The recent correction appears to have been triggered by a number of factors including concerns regarding: i) the spread of Ebola;
ii) the conflict in Ukraine; and iii) slowing economic growth in Europe and Asia. These same factors have driven interest rates to
near record low levels as investors seek safer investments. While these are reasonable concerns, their impact has far outweighed
their true importance.
Within the context of a multi-year bull market, pullbacks are a naturally-occurring (albeit sometimes unnerving) phenomenon.
The uptrend from the mid-2013 low was relentless with more than a year elapsing since the last 5% correction. In many respects,
we were overdue.
Corrections can be short-term in nature, lasting about 2-4 weeks in length and resulting in stocks and indexes coming back to
their rising 50-day moving averages.2 More pronounced/prolonged medium-term corrections—such as the one we are currently
experiencing—can last 2-4 months and will bring stocks and indexes back to, and sometimes underneath, their rising 200-day
moving averages. Historically, these tests of the 200-day are generally the best point at which to buy stocks in long-term uptrends.
With most of the major indices now at, or slightly below their 200-day moving averages the downside is likely limited from here.
Corporate and sovereign credit markets remain well behaved; as such, a repeat of the Credit Crisis (2008-09) or the European
Sovereign Debt Crisis (2011-12) is highly unlikely at this juncture. Regarding the last point, we note that Italian and Spanish 10year bond yields are well below 3% as compared to rates of above 6% experienced during 2011-12.
Although economic growth in Europe and China appears to be decelerating, North American growth should remain reasonably
robust, particularly in the U.S. A stronger U.S. dollar and weaker demand in Europe and China will likely weigh on U.S. exports,
but the drop in oil prices will provide a boost to the U.S. consumer, offsetting any losses from trade. In Canada, the decline in oil
prices is expected to trim growth modestly in the year ahead. However, the combination of lower oil, a weaker loonie and stillsturdy U.S. demand is a clear positive to non-resources sectors and will provide a helpful counterbalance.
At a minimum, given this economic outlook and the decline in stock prices already experienced, we believe it would be unwise
for investors to unwind their exposure to equities. More appropriately, we believe the market has presented investors with an
opportunity to buy many North American-focused, non-commodity related equities at attractive valuations, including railroads,
pipelines and banks. We firmly believe that the current bull market has years to run.
As always, it’s important to be reminded that while the recent turmoil may be unnerving, remaining focused on long-term goals
and the market’s ability to adapt over the long-run is the best course of action. This strategy proved itself in previous corrections
and we believe that it will be the most prudent course of action for the current situation.

1 In domestic currency terms, The S&P/TSX Composite Index and the S&P 500 are down 11.6% and 7.8% respectively from their highs as of October 15, 2014.
2 A moving average is the average price of an index or stock over a given period. It is called a ‘moving’ average because it is continually recalculated as new data becomes available
with older data dropping out of the calculation. Moving averages help to illustrate the general trend of a security or index.
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General Disclosure
The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. Portfolio, Action & Research Team (“BMO
Nesbitt Burns”). This publication is protected by copyright laws. Views or opinions expressed herein may differ from the views and
opinions expressed by BMO Capital Markets’ Research Department. No part of this publication or its contents may be copied,
downloaded, stored in a retrieval system, further transmitted, or otherwise reproduced, stored, disseminated, transferred or used, in
any form or by any means by any third parties, except with the prior written permission of BMO Nesbitt Burns. Any further
disclosure or use, distribution, dissemination or copying of this publication, message or any attachment is strictly prohibited. If you
have received this report in error, please notify the sender immediately and delete or destroy this report without reading, copying or
forwarding. The opinions, estimates and projections contained in this report are those of BMO Nesbitt Burns as of the date of this
report and are subject to change without notice. BMO Nesbitt Burns endeavours to ensure that the contents have been compiled or
derived from sources that we believe are reliable and contain information and opinions that are accurate and complete. However,
BMO Nesbitt Burns makes no representation or warranty, express or implied, in respect thereof, takes no responsibility for any
errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this
report or its contents. Information may be available to BMO Nesbitt Burns or its affiliates that is not reflected in this report. This
report is not to be construed as an offer to sell or solicitation of an offer to buy or sell any security. BMO Nesbitt Burns or its affiliates
will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO Nesbitt Burns, its
affiliates, officers, directors or employees may have a long or short position in the securities discussed herein, related securities or in
options, futures or other derivative instruments based thereon. BMO Nesbitt Burns or its affiliates may act as financial advisor and/or
underwriter for the issuers mentioned herein and may receive remuneration for same. Bank of Montreal or its affiliates (“BMO”) has
lending arrangements with, or provides other remunerated services to, many issuers covered by BMO Nesbitt Burns’ Portfolio,
Action & Research Team. A significant lending relationship may exist between BMO and certain of the issuers mentioned herein.
BMO Nesbitt Burns Inc. is a wholly owned subsidiary of Bank of Montreal. Dissemination of Reports: BMO Nesbitt Burns Portfolio,
Action & Research Team’s reports are made widely available at the same time to all BMO Nesbitt Burns investment advisors.
Additional Matters TO U.S. RESIDENTS: Any U.S. person wishing to effect transactions in any security discussed herein should do so
through BMO Capital Markets Corp. (“BMO CM”) and/or BMO Nesbitt Burns Securities Ltd. (“BMO NBSL”) TO U.K. RESIDENTS:
The contents hereof are intended solely for the use of, and may only be issued or passed onto, persons described in part VI of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001.
Member-Canadian Investor Protection Fund. Member of the Investment Industry Regulatory Organization of Canada.

BMO CM and BMO NBSL are Members of SIPC. ® BMO and the roundel symbol are registered trade-marks of Bank of Montreal,
used under license.

Company Specific Disclosures
For Important Disclosures on the stocks discussed in this report, please go to:
http://researchglobal.bmocapitalmarkets.com/Public/Company_Disclosure_Public.aspx
The authors of this report (or their household members) directly or beneficially own securities of this issuer: None.

Ratings and Sector Key
BMO Capital Markets uses the following ratings system definitions:


OP = Outperform — Forecast to outperform the analyst’s coverage universe on a total return basis;



Mkt = Market Perform — Forecast to perform roughly in line with the analyst’s coverage universe on a total return basis;



Und = Underperform — Forecast to underperform the analyst’s coverage universe on a total return basis;



(S) = speculative investment;



NR = No rating at this time;



R = Restricted — Dissemination of research is currently restricted.

Prior BMO Capital Markets Rating System (January 4, 2010 – April 5, 2013):
http://researchglobal.bmocapitalmarkets.com/documents/2013/prior_rating_system.pdf

Other Important Disclosures
For Other Important Disclosures on the stocks discussed in this report, please contact your BMO Nesbitt Burns Investment
Advisor or go to http://researchglobal.bmocapitalmarkets.com/Public/Company_Disclosure_Public.aspx or write to Editorial
Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1 First
Canadian Place, Toronto, Ontario, M5X 1H3.

Technical Analysis Disclaimer
Recommendations and opinions contained herein are based on Technical Analysis and do not necessarily reflect fundamental
recommendations and opinions and may relate to companies which, in some instances, are not followed on a fundamental
research basis.
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