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Canadian Fixed Income Pricing including the DEX Universe Bond Index and the
family of DEX Fixed Income Indices.

Previous to October 1%, 2007, the DEX Fixed Income Indices utilized 4pm pricing from
one Single Dealer — Scotia Capital Inc.

As of October 1%, 2007 the DEX Fixed Income Indices moved to a 4pm Multi Dealer
Pricing model which provides a greater consensus on the valuation of the securities
included in the indices. The new Multi Dealer Pricing model is incorporated into an
electronic system and method which has in turn been incorporated in to a world-wide
patent application filing. Prices for issues outside the indices also utilize the same 4pm
Multi Dealer Pricing model and have moved from the single dealer price as of the
following schedule:

Bonds - October 1, 2007
Strips (Coupons, Residuals & Packages) - November 1, 2007
MBS (Mortgage Backed Securities) - April 2, 2008
CMBS (Commercial Mortgage Backed) -  March 8, 2009
BA’s (Bankers Acceptances) - March 8, 2009

Currently the TSX / PC-Bond Group receives Fixed Income pricing contributions from
the following eleven (11) leading Canadian dealers — (listed alphabetically)

BMO Nesbitt Burns
Casgrain & Company
CIBC World Markets
Desjardins Securities
HSBC Securities (Canada)
Laurentian Bank Securities
Merrill Lynch Canada
National Bank Financial
Scotia Capital

RBC Dominion Securities



TD Securities

Pricing data from these dealers is passed through two differing proprietary scrub
mechanisms prior to being submitted to the final Standard Deviation Mean calculation
listed below.

These two scrubs are designed to first eliminate extreme outliers or clearly defined
erroneous data that would possibly distort later calculations.

These scrubs:

e utilize the PC-Bond database (by reviewing historical volatilities of daily yields)

e review lead dealer pricing on an issue by issue basis where there is a poor
consensus from dealers regarding levels

e filter CDS data (Clearing and Depository Services for Canadian Securities.) to best
identify dealer pricing that is most in line with recent trades (qualified by
minimum size of $500,000 par value). As of April 26, 2009 the pricing
mechanism now further reconciles the CDS fixed income trade data to utilize any
trade data that may have not been booked intraday, and was posted end of day or
early the next day. This further enhances the scrubbing process by utilizing all
possible trade data for each instrument.

e compare Dealer to Dealer valuations for each instrument

Once the data has successfully passed through these two scrubbing mechanisms the pricing
from each respective dealer is then put forth into the Standard Deviation Mean calculation.

The example below details how an issue that may have had ten original contributors has been
pared down to just six prior to the Standard Deviation Mean calculation. The example also
compares the benefits of the Standard Deviation Mean calculation to that of the Tops and
Tails model.



Methodology for Calculating the DEX Multi Dealer Pricing

Example: 10 Year Provincial with six contributors, two being top heavy

Comparison of Standard Deviation Mean model {used by DEX Fixed Income Indices) to Top & Tail model {not used)

Standard Deviation Mean Model

Contributor &
Contributor B
Contributor C
Contributor D
Contributor E
Contributor F

Initial Mean

Initial Std Dew

Mean minus Std Dew
Mean plus Std Dewv

Initial Median

Mid Yield

4,67
4.68
4,66
476
4,77
468

4,70

0.05
4,65
4.75
4,68

MID Yield outside of 4.65 and 4.75 are eliminated:

MID Yields Used for final Mean

Contributor A
Contributor B
Contributor C
Contributor F

46700
46800
46600
46800

[Average Mean (Yield Used)

4.6725

Top & Tail Model

Eliminate Top and Tail

Contributor & 4.67 4.67
Contributor B 4,68 4.68
Contributor C 4.66 out (Tail)
Contributor D 476 476
Contributor E 4,77 out (Top)
Contributor F 468 468
Average (Yield Used) 4.698



Disclaimer

PC-Bond* calculates and publishes the DEX Universe Bond Index and other DEX Fixed Income Indices
at its own expense as an information service to financial market participants. The indices are published
on a best-efforts basis, and do not constitute a recommendation to trade any particular security.

The indices are based on data believed to be reliable. No guarantee is made as to the accuracy, timeliness,
or completeness of the data used in the indices. In the event a data input to a published index calculation is
subsequently believed to be in error, we may at our sole discretion declare the data error to be immaterial
to the published index value, and are under no obligation to re-calculate an already published index value.
Index construction rules, guidelines, and practices may be changed at any time at our sole discretion,
though we will endeavor to provide reasonable advance notice of such changes.

The Universe Bond Index, Short Term Bond Index, Mid Term Bond Index and Long Term Bond Index are
Copyright PC-Bond* 2008 and are Trade Marks of, or licensed by PC-Bond*. All rights reserved. No part of
this may be reproduced or transmitted in any form by any means without prior written permission. The DEX
Universe Bond Index measures the returns on bonds with greater than 1 year term to effective maturity.
The information in this document is for informational purposes only. PC-Bond* and each of their affiliates,
licensors, service providers and suppliers assume no liability for any inaccurate, delayed or incomplete
information, nor for any actions taken in reliance thereon. Past performance is not necessarily indicative of
future performance. Prior to making any investment decision, it is recommended that you consult directly
with the individual or firm and seek advice from a qualified investment advisor. PC-Bond* nor any of their
affiliates, licensors, service providers or suppliers makes or has made any recommendations regarding the
securities or investment services of any person or entity with respect to the content of this document.

Rights Granted and Restrictions on Use

PC-Bond* grants to you a limited non-exclusive, non-transferable license to view, copy and print the
material in this document for your non-commercial or personal use only. All copies that you make must
retain all copyright and other notices that are in this document. Except as provided in the previous
sentence, you may not use, distribute, sell, modify, transmit, revise, reverse engineer, republish, post or
create derivative works (where applicable) of the trade-marks, trade names, logos, information, software or
other material or content in these Terms of Use (referred to collectively, as the "content" of this web site)
without prior written permission from PC-Bond*. You acknowledge and agree that this document and its
content are the property of the PC-Bond*, its affiliates or their respective service providers, suppliers or
licensors and you will not acquire any rights or licenses in any trade-marks, patents, copyright or other
intellectual property from this document or in its content. This document and its content are protected
by copyright, both individually and as a collective work or compilation and by trade-mark law,
patent law and any other applicable laws.

*PC-Bond, a business unit of TMX Inc. Copyright © TSX Inc. All rights reserved. The
information contained herein may not be redistributed, sold or modified or used to create
any derivative work without the prior written consent of PC-Bond.

To contact PC-Bond please email pchond@tmx.com




