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|. Overview of Municipal Borrowing

= Municipal medium and longer term debt funding options include:
- Borrowing through their host provinces

- These provinces or a provincial entity issues debt directly and then on-lends the
funds to these local entities

~-E.g., Alberta Capital Financing Authority, New Brunswick Municipal Finance
Corporation, Infrastructure Ontario

- Borrowing through a pooled entity
- E.g., the Municipal Finance Authority of British Columbia (MFABC)
- Direct debenture issuance in the market

= Full range of municipalities and regions issue public debt from the
- largest cities and regions in Canada (e.g., Toronto, Montreal, Region of Peel)
- to smaller local entities (e.g., Bradford West Gwillimbury, Muskoka)

m Issue sizes vary considerably
-~ range from $5-15 million serial debentures to $300 - 500 million bullet issuance

= In Canada, virtually all issuers now use general obligation bonds
- Many have sinking funds attached to specific bullet debenture issues

- Ensures sufficient monies are available at maturity to pay off the principal
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Il. Total Bond & Debenture Issuance by Type of Borrower
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lll. Municipal Issuance by Type of Debenture Structure
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V. A) Major Municipal Bullet Debenture Issuers

Major Municipal Issues by Term & Size
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2012 Major Municipal Issues by Borrower

Issuer

Size

Term I Issue Date

$220 mm 5-yr Nov 19, 2012

MFABC $165 mm 10-yr Sep 27, 2012
$125 mm 10-yr Apr 3, 2012

Montreal $210 mm 10-yr Apr 11, 2012
$165 mm 20-yr Apr 11, 2012

$175 mm 30-yr Aug 21, 2012
m $300 mm 30-yr Oct 19, 2012
Toronto $300 mm 30-yr Dec 3, 2012
$300 mm 10-yr May 8, 2012

Issuer I

Size

| Term |Issue Date

T Link $150 mm 40-yr Jul 18, 2012

S $100 mm 40-yr Feb 2, 2012

VENEEVEE  $120 mm 40-yr Oct 4, 2012

o $75 mm 40-yr Sep 27, 2012
Winnipeg

$50 mm 40-yr Jun 25, 2012

$250 mm 20-yr Oct 11, 2012

$150 mm 20-yr May 15, 2012
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IVV.B) Municipal Serial Issuers

Quebec (270 issues)

Issuer I

Quebec Total

Total ($ million)
2,503.2

Rest of Canada (13 issues)

Issuer

Bradford West Gwillimbury

Total ($ million)
13.7

Region of Durham

98.7

Region of Halton

58.0

City of London

70.0

District of Muskoka

5.7

New Brunswick Mun. Fin. Corp

69.5

Region of Niagara

23.5

Nova Scotia Muni. Fin. Corp.

57.0

City of Ottawa

75.0

City of Saskatoon

35.0

Region of Waterloo

111.5

County of Wellington

17.8 (2 issues)

Serial Debenture Total

635.4
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V. Investor Base in Municipal Issues

1. Bullet Debentures -- Large base of

= Mutual fund managers

m Insurance firms

m Pension funds

m US-based managers of CDN investor funds
= Other municipalities and

= Retail investors

2. Serials Debentures -- Smaller, Select Group of Investors
m Insurance firms and other fund managers

m Other municipalities

m US-based managers of CDN investor funds and

= Retail investors

3. Institutional Investor Base has Changed Significantly
m Strong growth in asset managers, insurance firms and pension funds
- Largest component demand for bullet issues
m Robust increase in U.S. investor participation versus 3-5 years ago
- As of early 2013, over 20 potential buyers, with 11 regular purchasers
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VI. Principal Determinants of New Issue Spreads

m First and foremost is the credit quality of municipal entity
- Dominant factor is the credit rating

m |ssue size and structure

= Minimum $100 million maturity to be eligible for bond indices
- Permits larger new issue purchase amounts and secondary liquidity
- Large-size bullet issues crucial for institutional investors
5 Smaller investor base in serials and lesser size
- Leads to modestly wider spreads
- In bearish environments, more volatile market access

m Overall Credit Spreads

1 Provincial spreads are very important
- Generally, strong directional relationship between
— provincial spreads vs. Canada bonds and
— municipal spreads vs. their host province
1 High-quality corporate spreads

- Sharply wider bank and corporate spreads during 2H2007-1H2009 drove
municipal spreads much wider as well

- Narrowing in 2012 - early 2013 helping to reduce municipal spreads
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VII.A) Provincial and Municipal Issuance Costs

Absolute Yields (2005 to Early March 2013)
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VII.B) Ontario & Major Municipal New Issue Spreads Over Canada Bonds

Spreads (2005 to Early March 2013)
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Legal Notes

General: National Bank Financial Markets is a business undertaken by National Bank Financial Inc. (“NBF”), an indirect wholly owned
subsidiary of National Bank of Canada, and a division of National Bank of Canada. This research has been produced by NBF. National
Bank of Canada is a public company listed on Canadian stock exchanges o The particulars contained herein were obtained from sources
which we believe to be reliable but are not guaranteed by us and may be incomplete. The opinions expressed are based upon our
analysis and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities
mentioned herein.

Canadian Residents: In respect of the distribution of this report in Canada, NBF accepts responsibility for its contents. To make further
inquiry related to this report or effect any transaction, Canadian residents should contact their NBF Investment advisor.

U.S. Residents: NBF Securities (USA) Corp., an affiliate of NBF, accepts responsibility for the contents of this report, subject to any
terms set out above. Any U.S. person wishing to effect transactions in any security discussed herein should do so only through NBF
Securities (USA) Corp.

UK Residents - In respect of the distribution of this report to UK residents, NBF Securities UK has approved the contents (including,
where necessary, for the purposes of Section 21(1) of the Financial Services and Markets Act 2000). NBF Securities UK and/or its parent
and/or any companies within or affiliates of the National Bank of Canada group and/or any of their directors, officers and employees
may have or may have had interests or long or short positions in, and may at any time make purchases and/or sales as principal or agent,
or may act or may have acted as market maker in the relevant securities or related financial instruments discussed in this report, or may
act or have acted as investment and/or commercial banker with respect thereto. The value of investments can go down as well as up.
Past performance will not necessarily be repeated in the future. The investments contained in this report are not available to retail
customers. This report does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or
subscribe for the securities described herein nor shall it or any part of it form the basis of or be relied on in connection with any
contract or commitment whatsoever. This information is only for distribution to Eligible Counterparties and Professional Clients in the
United Kingdom within the meaning of the rules of the Financial Services Authority. NBF Securities UK is authorized and regulated by the
Financial Services Authority in the United Kingdom and has its registered office at 71 Fenchurch Street, London, EC3M 4HD.

Copyright: This report may not be reproduced in whole or in part, or further distributed or published or referred to in any manner
whatsoever, nor may the information, opinions or conclusions contained in it be referred to without in each case the prior express
written consent of National Bank Financial.
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