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Scotiabank’s Commodity Price Index
Climbs 26.1% from Cyclical Bottom Last Spring

Scotiabank Commodity Price Index?*

Index: 1997=100
New record high in July —_
2008 at 226% above

cyclical low

Upswing in commodity prices from
Oct. 2001-July 2008 was on a par with
the huge 1970's expansion in the
aftermath of the Arab oil embargo.
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A trade-weighted U.S. dollar-based index of principal Canadian exports.

Shaded areas represent U.S. recession periods.
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Scotiabank Commodity
Price Index, % change yr/yr

December 2005 24.4%
December 2006 5.4%
December 2007 10.4%
December 2008 -17.1%
December 2009 8.0%

(March 2010, % change from April
2009 low)

All ltems +26.1
Oil & Gas +55.3
Metals & Minerals +22.0
Forest Products +26.3
Agriculture -4.7

Commodity markets begin to
anticipate a restocking-led recovery in
U.S. demand.
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Commodity Price Outlook —2010-11

After rising a solid 26.1% from the cyclical low in April 2009, commodity prices are expected to
move irregularly higher in 2010-11 alongside the following developments:

1) ongoing strength in China’s economy, with GDP expected to climb by 10.3% in 2010, up from
8.7% in 2009 (higher than targeted by Beijing);

2) some re-stocking of basic materials across the G7 (especially in the United States) —a
development which is just getting under way — as these economies recover;

3) continued interest by investors in commodities as an ‘asset class’, with interest shifting from
passive, commodity-index investing to more active strategies, using hedge funds; the
search for higher returns — given near-record low interest rates across the globe and
exceptionally low U.S. Treasury yields — spurred a US$75 bn inflow into commodity-related
investments in 2009 — boosting global commodity assets under management to about
US$260 bn by late 2009 compared with a mere US$6-10 bn in 2000. No where is this more
evident than in base metals —where fund and speculative interest has been driven by the
China and ‘emerging Asia’ story.

However, commodity prices are likely to be more volatile in 2010. China’s shift to a tighter
monetary policy in January and February temporarily pulled down base metal and oil
prices, after an early-January surge. Another increase in bank reserve requirements on
May 2 is again pulling down prices, as is the risk of sovereign-debt default in some Euro
zone countries. A potential shift to tighter monetary policy by the Fed in late 2010 could
have a similar impact, on the way to much tighter market conditions for many commodities
in 2011.
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China -- Vital to Global China Industrial Production:
30 Commodity Markets 2

| yrlyr % change . Jan-Feb 2009 3.8% yr/yr

20 LChina - Industrial M 1 20 (a bottom)
Production? Mar 2009 8.3%
10 10 July 2009 10.8%
Nov 2009 19.2%
o xd \/_)-\WM“"""“"\"‘“’N /|, Dec 2009 18.5%

10 , G7 Industrial Production 1 10 Jan/Feb 2010 20.7%

| March 2010 18.1%

20 ————————————— 20 G7 Industrial Production +2.5% (Feb)
98 99 00 01 02 03 04 05 06 07 08 09 10 u.s. 4.0% (Mar)
China’s Share of Global Consumption in Japan 28.8% (Mar)

2009e Compared with United States Germany 5.4% (Feb)
(in brackets)
Copper 38.2% | Nickel* 29.9%
(8.9%) (10.1%)
Zinc 40.0% | Aluminium 40.3% Source: Scotiabank Commodity Price Index.
(8.9%) (10.9%)

Four Base Metals: China 39.4%, USA 10.0%.
*Japan 12.0%; excluding inventory accumulation in China
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China Leads Global Recovery in Early 2009, GDP (% per annum)
uU.S. Recovery is Now Underway |
2007 2008 2009 2010F  2011F
yrlyr % change
12
10 | 2008 WORLD* 5.1 3.0 -0.8 4.1 3.8
02009
8 02010F
CANADA 25 0.4 -2.6 3.4 2.8
6
4 UNITED
21 0.4 -2.4 35 2.8
) STATES
0 CHINA 130 90 87 103 90
-2
-4 . . .
Widening credit squeeze cut INDIA 90 68 6.7 8.0 7.0
6 growth prospects in 2009:H1
8 BRAZIL 5.7 5.1 0.5 55 5.0
World China United Japan Euro Zone
States —
A ‘seismic’ shift in global growth has occurred from the G7 to ‘emerging . « . A
markets’ (especially in Asia). The concept of ‘decoupling’ was prematurely *Global GDP estimate based on purchasmg power parity,
dismissed in late 2008, with China and other less indebted ‘emerging’ countries as used by the IMF. Average 1988-1997: 3.4% p.a. prior to
leading the revival from the ‘credit CTIS.IS' in first-half 2009. After some the “economic take-off’ in China and India. On a PPP basis,
improvement in the Euro Zone in 2009:Q2, U.S. GDP began to recover in Q3 . o
(+2.2%), in Q4 (+5.6%) and in 2010:Q1 (+3.2%). More balanced global growth is China now accounts for 11% of global GDP and the
expected in 2010, though China will continue to lead, as the U.S. begins to curb ‘emerging’ world 45%.

ecedented monetary & fiscal stimulus in late 2010.
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The Fed Maintains Interest Rates at Exceptionally Low Levels,
But Starts to Prepare the Way for Tightening

Federal Funds — “Real” Federal Funds Rate

Effective Rates (Adjusted for Inflation)*

per cent per cent
Mar 2010 = -1.42%

Average = 2.19%

15

Average
10 1 10 5 5
5 15 0 0
60 65 70 75 80 85 90 95 00 05 10 60 65 70 75 80 85 90 95 00 05 10
Federal Funds Target Rate is 0-25 bps in May 2010. * Inflation-adjusted with the U.S. Personal Consumption Deflator
Fed Funds expected to remain virtually flat through 2010:H1; (PCE) and the core PCE. Shaded areas represent U.S. recession
Fed could raise Funds Rate by 2010:Q4. periods.
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U.S. Economy Begins to Recover in 2009:Q3
Re-stocking Expected in 2010:H1

U.S. Industrial Activity
6 Begins to Revive 13 U.S. Employment Growth

yrlyr % change million units, quarterly 20 yrlyr % change{ 2.0
4 2010: Q2 assemblies 1 12
edge up further L |
2 I 10 1.0
U.S. Payrolls
0 10 00 | y 1 00
U.S. Motor
2 r Vehicle 19
Assemblies -10 1 -1.0
4 + {18
6 U.S. ‘Cash for 17 20 + 4 20
Clunkers’ program .
8 L initially cut auto 1 kzt\f‘;;fealf
inventories to a record -3.0 [ payrolls 4 -3.0
10 b low at dealers. 15 Y
March 2010
12 b U.S. Industrial 124 40 - 1 -40
Production Decline in
| ) Past Year
-14 3 -5.0 : -5.0
06 07 08 09 10 06 07 08 09 10

North American motor vehicle assemblies are expected to edge up from 11.5 million units in 2010:Q1 to
12.3 million in Q2.
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Significant buying by China’s State

" Reserve Bureau & other government
COPP?V Pr ices Strengthen agencies boosts copper prices in 2009:
450 to Quite Profitable Levels 450 January-May.

| US$ per pound

Record High: US$4.08 China’s refined copper consumption

400 1 4.00

L on July 3, 2008 (excluding inventory build) advanced by
350 | 1 350 30.6%in 2009 (42% including inventory

L  Elements of Asian-led accumulation). Imports were at record
300 | Super-Cycle have returned 1 300 levelsin2009:H1. While falling back in

L the Fall, imports rebounded in late 2009
250 ] 250 and were at elevated levels.

r Low During
200 Credit Squeeze 1 200 2010 will likely be a more volatile year for

(Dec. 24, 2008) copper prices, as China tightens

1.50 4 150 monetary policy and stock building ends.
However, China’s consumption will grow

1.00 4 1.00 by 9-10%in 2010 and the medium-term
outlook remains exceptionally

0.50 1 050 favourable.

I Scotiabank Commodity Price Index
000 L e S e ggg Price Outlook

727476 788082848688 909294 96 9800020406 08 10 12

2008 US$3.15
LME cash settlement prices. Latest data: May 5, 2010: US$3.08.
+ Dec. 24, 2008: US$1.26. 2009 US$2.34
Copper should outperform other base metals in the next 5 years, given 2010F US$3-30
under-investment in new capacity during the last cyclical peak in 2007-08. 2011F US$3.50
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« BMA (BHP Billiton Mitsubishi
Western Canada Alliance) in Australia negotiate a
500 Hard Coking Coal Prices to Asia 500 2010: April-June price increase to
US$ per tonne US$200 per tonne (+55%) for

premium-grade hard coking coal
(Peak Downs & Goonyella brands)

400 r Term-Contract Prices, | #%© with Japanese steel producers
Vancouver to Japan (Nippon, JFE, Sumitomo and Kobe).
Prices for Teck Resources’ Elkview
300 | Hard { 300 grade have been negotiated up to
Coking Coal Spot Price the same US$200 per tonne for
(premium + April-June 2010 — up from US$128
200 | grade) 1 200 in FY2009.

 Pricing has shifted to a quarterly

contract from an annual contract
100 J_I_\_\_ 1100 pasis.
- JFY2010:Q1-Q4F = US$220

* Tight global supplies of premium-
0 . . . . . . 0 grade hard coking coal and rail/port
04 05 06 07 08 09 10 11 12 constraints in Australia contribute
BMA force majeure on shipments from Hay Point to QOubIe—dlglt prlce_gams, as well

will keep prices high in 2010:Q2. as |n§1dequate supplles_ of
+ Spot Price: US$240 (FOB port in Australia) premium-grades in China.
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Hard Coking Coal Price Lucrative coking coal prices spur
500 Forecast Revised Up... 500 mine expansion in Western Canada.

USS$ per tonne
t FOB Australia

Australian Spot Prices World's Top Five Exporters
400 Hard Coking Coal 1 400 Metallurgical Coal
(Premium Grade) 2008 2009 2010F 2011F 2012F

pi’.i'czz zﬁ;tb . (million tonnes)
300 T Urther above ABrS”S;ZZ%Q 13%  canada 266 223 290 320 385

tcontract levels

: Australi 137.8 1316 1411 1490 156.
200 | i 1 200 ustralia 37.8 31.6 9.0 56.0
United States 38.7 30.8 32.6 30.9 55.5
US$200
Contract Price Russia 14.4 122 13.6 15.0 15.6
100 for 2010:Q1  { 100 Indonesia 5.5 5.4 6.0 6.6 6.8
0 . . . . . d o
06 07 08 09 10 11 12

Spot price April 2010: US$240;

Contract price 2010:Q1 (April - June): US$200 for
coking coal from both Australia and Western Canada
(FOB Vancouver).
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Iron Ore Benchmark Prices
Jump in JFY2010
250 250

World steel production reaches
US¢ per dmtu

| FOB Australia new record high in March 2010,
Fiscal Years a testament to China’s growing
200 ¢ 2010:Q1 +90% 1200 dominance and the beginning of

a pick-up in G7 steel production.

150 1150  Australian government
2009 97¢ .
L 2010:01 184¢ proposes massive new 40% tax
2010;Q1—Q4F 194¢ on mining profits (possibly
100 1 100 effective 2012), to pay for

infrastructure and pensions.
Hamersley Fines,
Australia to Japan, {50

China & N. Asia

50

0 . . . . . . . . . 0
03 04 05 06 07 08 09 10 11 12

Data to 2010:Q1 (April - June).
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China’s Iron Ore Imports Surge To CRUDE STEEL PRODUCTION, 2009
65% of World Total in 2009
1200 1200
Million wet tonnes I
7 m tonnes
7
1000 7 / ! 1000  World 1,219.7
y ‘ N CHINA 567.8
800 |- /. 7 N N 00 (46.6% of total)
% A § N Japan 87.5
%0 gy ’/’ ‘ N § 1600 S.Korea/Taiwan 64.3
i ‘ ﬁ § N Russia 59.9
400 ¢ S § N 14%  United States 58.1
% § India 56.6
200 ¢ 1% Germany 32.7
0 0 L .
03 04 05 06 07 08 09 10F 11F China’s iron ore imports:
# Rest of World 2009 +40.2%
BEU.15 2010F 4.5%
D Other Asia (Japan, Taiwan, S.Korea) 2011F 16.5%
M People's Republic of China
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QOil Prices Lift Off Bottom After Weakness in early 2009,
Qil Prices Climb Back to
150 150

120 [ USS per barrel * 0 Mid-Cycle’ Levels
130 £ New Record Hiah 1130 1990-99 US$19.69/bbl
120 | ew Recorc HIgN.- 1120 2006 US$66.22
110 July 11, 2008: US$147.90 1 110 5007 US$72.32
100 | - . 1 100 2008 US$99.62
I OPEC maintains existing quotas 1
% r at Dec. 22/09 meeting, though o 2009 US$62
80 I petter compliance was called for. 180 2010F Us$83
70 ¢ 4170 2011F us$87
0T Iranian o 1%
[ War 1
S0 ¢ Revolution Gulf 50
40 War 1 40 Canadian Natural Resources Limited
30 [ Arab Oil 130 NAL Oil & Gas Trust
20 r  Embargo 1 20 Celtic Exploration Ltd.
10 r 1 10 NuVista Energy Ltd.

o B o Pacific Rubiales Energy Corp.
60 64 68 72 76 80 84 88 92 96 00 04 08 12
Source: Scotiabank Commodity Price Index.
WTI oil May 5, 2010: US$79.68.
Prices bottomed at US$32.40 on December 19, 2008.
Prices surged over US$87 on April 9, following release of
improved U.S. employment statistics.
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Additional Oil Export Capability Needed for the Alberta Oil Sands to Asian Markets
China -Vital to Growth Markets for Crude Qil — China,
Global Oil Markets Emerging Asia & Middle East
25 25 200 200
mb/d yrlyr % change 1999 = 100
N 190 4 190
20 F China’s |mpI|ed . 1 20 2008 ?n(i%?s) 20108
petroleum consumption: 180 | | UsA 198 191 194 1 180
Jan/Feb 2010 +21.6% yrlyr g Asia 63 108 109
0, Incl. India, Singapore)
15 March +12.5% yriyr 4 15 170 (rslmdldlwedEasSt o )7.1 7.2 China 1 170
160 1 160
10 1 10 .
150 Oil 4 150
Consumption
5 15 140 1 . ) 1 140
‘ H Emerging Asia
130 1 130
1 .
Implied Petroleum H 120 1 120
Consumption 110 110
5t {5
100 4 100
Data to March 2010 United States ~~
-10 - : : -10 L L L L L L L ! ! !
2007 2008 2009 2010 90 90
99 00 01 02 03 04 05 06 07 08 09
China’s implied petroleum consumption +6.3% in 2009. China'’s thirst for oil is reflected in PetroChina’s recent equity
investments in two Alberta oil sands projects of Athabasca Oil Corp.
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Strong Demand Growth For Transportation Fuels In China

Rapid Growth in China’s China’s Vehicle Sales Surpass the
80 Vehicle Fleet 80 20 United States 20

million units million units
68.5 171 165 = China
- f 16.3
. % United States
V
6015 / 1 15
% 136
% "
% 10.6

.
-
Z
N

40 10 % 9.5
Z
%

NN\

0 O 0
2002 2008 2009e 2010F 2002 2008 2009e 2010F
Scotiabank estimates. Cars, trucks & commercial vehicles.
Vehicle fleet: cars, light trucks & commercial vehicles. China’s vehicle sales in 2009: +45%; 2010 +20%F.

India’s vehicle sales March 2010: +31% yr/yr.
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Oil & Gas

New Resource ‘Plays’ in Canada

: Horn River Basin and Hudson
. Cordova Embayment i Bay

ice River el
e Athabasca / Cold

ilsands / Seal / '
HITh Y . I ’ Lake Oil Sands .
J ‘%}’ Alberta Manitoba

' Saskatchewan
[ %ﬁiney;t Basin

Cardium Oil :

! Q Viking } :
O OAmaranth Flests
: Utica Shale

Bakken

s SMLEE :

Gas: New horizontal multi-stage fracture stimulation drilling technology has made economic the development of
natural gas ‘shale’ and ‘tight’ sands. Horn River/Cordova play: 50-100 tcf of recoverable gas (linked to a
proposed 1 bcf/d pipeline to Kitimat LNG); Montney: more than 50 tcf of recoverable gas; these plays could
more than triple current natural gas reserves in the Western Canadian Sedimentary Basin. EnCana, Apache,
Devon, EOG.

O QOil  Multi-stage fracture drilling technology is also opening up new ‘tight oil’ plays in Western Canada: the
Bakken light oil play (a greenfield development producing 42 degree light crude, Crescent Point
Energy) and stepped-up recovery from existing legacy oil fields (Cardium involving NAL Oil & Gas,
PennWest and ARC Energy). Other ‘tight oil’ plays — Viking and the Lower Shaunavon.
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" Natural Gas Prices Move to a Lower Plane 1 Nymex Natural Gas Prices

US$ per mmbtu (US$ per mmbitu)
ol | 1 2008 8.90
2009 4.15
2010F 5.25
10 2005 Hurricanes 110 2011F 5.25 (5-6)
8 r 18 Development of 20 new U.S.
/ natural gas ‘shale’ basins — made
6 F Cold Winter 16 economic by new multi-stage
2000-01 fracture drilling technology — has
4 1a lowered the industry cost curve.

v
s ,\/VJ\'AA“,"/ W NYMEX Natural 15 _Ki'timat LNG (new export market);
joint venture between EnCana and

Gas Prices -
Kogas to develop Horn River.

0 S S S S SO S ST S 0
95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12

M&A activity is likely to rise as

Data to May 5, 2010: US$3.98. the major oil & gas companies
acquire positions in low-cost
natural gas ‘shales’.
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POWDER RIVER BASIN
(Mowky Skate)

WLLINOIS BASI
- AL A

. ¥ | cHEROKEE PLATFORM B
LA BASIN Pl ppaes . e T | (ExceLio-Muik)
(MonTEReY) | A 'y 2 " (B
Nk ] :
SAN JUAN BASIN :
{L2wis & Mancos) RATON BASIN
Q\K ANADARKO BASI

»

"‘f mqguwgm = ATKOMA 04|
. (Oxy. Canev &

Wooosoan) ; o
. 1 i 7 s " BLACK WARRIOR BASIN
4 ¥ - | m (FLovD)
B M= | FT. WORTH B3 - :

(BAsnETT)

PERMIAN BASIN ARKLATEX BASIN
(BARNETT & WOODFORD) (HAYNESVILLE)

MAVERICK BASIN
(EraLe ForD & PearsaLL)

@ PRODUCTIVE SHALE BASINS
@ OTHER SHALE BASINS

Source: Scotia Waterous.
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U.S. Shale & Tight Sands Development

Lowers Industry Cost Curve & Points To Lower Trend Prices

Nymex natural gas prices rallied last fall and reached a high of US$6.01 per mmbtu during a
cold spell in early January 2010, after falling as low as US$2.51 in early September. Traders bid
up prices, recognizing that even the lowest-cost U.S. shale plays cannot be economically
produced at prices below US$3. Prices have since eased back again and are US$3.98 in early
May.

Scotia Waterous estimates indicate that the natural gas price required to cover break-even
costs (operating, F&D costs and royalties/taxes as well as a 10% return on total capital
employed, but excluding land costs) is only US$3.19-4.45 per mmbtu for the U.S. Marcellus,
Haynesville, Barnett, Eagle Ford and Fayetteville shales. Despite falling prices through
2009:H1, the rig count on the Haynesville and Marcellus shales actually rose in the first 3-4
months of 2009, with companies needing to hold acreage with production, though activity was
down in the other Lower 48 plays. Overall U.S. production climbed by 3.3% in 2009 (revised
DOE data). High ‘initial’ flow rates from shale and increased well productivity maintained
production at high rates, despite a reduced number of active drilling rigs and rapid ‘decline’
rates.

While prices are expected to average somewhat higher in 2010, with ‘industrial’ demand
recovering with better economic conditions & manufacturing activity and ongoing strength in
power demand, the lower cost curve for the industry suggests only a modest rally (barring
extraordinarily hot summer temperatures) and lower average natural gas prices in the next
several years. Horizontal drilling allows a more rapid response to higher prices than
conventional drilling — a factor also likely to check prices.

© scotiabank Group

Industry Needs To Focus On Boosting Natural Gas Demand

U.S. natural gas demand declined by -2% in 2009 — as soft residential &
commercial consumption and a -7.6% decline in ‘industrial’ demand
swamped a +3.3% gain in electricity generation (natural gas took market
share from coal during ‘shoulder periods’ as well as residual fuel oil). While
it is too soon to be sure, U.S. ‘industrial’ demand now appears to be
recovering, with a 1% yr/yr gain in 2009:Q4 and a 9.6% yr/yr increase in
January and February 2010.

However, with drilling activity also edging up again (the industry needs to
maintain lease positions) and huge potential shale and tight sands
development across North America in the next several years, the industry
must step-up its efforts on ‘growing’ demand for natural gas — e.g. as ‘base
load’ for additional U.S. power generation (more environmentally friendly
than conventional coal burning).

In our view, Kitimat LNG and other potential LNG export opportunities for
northeast B.C. gas makes commercial sense and should be developed. (U.S.
natural gas production has increased by 3.2% per annum over the past 4
years — recently backing out Canadian gas from the U.S. market — though
production may plateau in 2010.)
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Canadian Drilling Activity Is Also
U.S. Natural Gas Drilling Activity Picking Up
Edges Up In 2010:Q1
2000 J P Q 2000 800 N
No. of Active Drilling Rigs - No. of Active
Natural Gas Targetted Drilling Rigs — — 2007
Quarterly Averages 700  Oil + Gas 700
Quarterly Averages —2008
1600 1 1600 2009
600 r 600
+2010:Q1 470
* .
t 2010: Apr 123 500
1200 1 1200 500 + P
400 400
800 1800 o0l |
Latest Data: April 2010
(+24% yrlyr) 200 f 200
400 1 400
A rig count of 900-950 is needed to prevent 100 - 100
duction from dropping, given rapid
Ur']s'l p‘rg line’ rat ! 2009 was the lowest 2010:Q1 up 42.7% yrlyr.
shale ‘decline’ rates. since 1992.
0 L L L L L L 0 0 L L L 0
98 00 02 04 06 08 10 12 Q1 Q2 Q3 Q4
*Source: Baker Hughes Rig Count. Source: Baker Hughes Rig Count. The pick-up in
2010:Q1 partly reflected stepped-up bitumen and oil
sands development.
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The Shift to Horizontal Drilling

North American Drilling Rigs in Operation North American Drilling Rigs in Operation
by Type, January 4, 2008 by Type, October 30, 2009
(1,774 total) (1,069 total)

Directional

Directional 16.8%

20.1%

Data Source: IHS Herold Inc.

« Horizontal drilling now accounts for 65% of the U.S. gas well count, up from 20% three years ago.

*E&P managers can be expected to substantially increase drilling on shale at NYMEX prices US$6.00
or higher, given lucrative returns at that price level.

* Record U.S. pipeline expansion is underway to connect new ‘unconventional’ gas developments and
new LNG import terminals, backing out Canadian exports.
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U.S. Lumber Prices Recover
500 25

U.S. lumber prices jump,
US$ per mfbm millions of units

despite only a fragile U.S.
housing recovery. Dealers

400 Western Spruce- 4 2.0
Pine-Fir 2x4 restock I.ow .Iumber
Lumber Prices 1 inventories in an

Da— | .5 environment of low log decks
and with 43% of U.S. and
Canadian mill capability still
{10 shut. Mill re-starts in next
several years may be less
than expected. Quality of

300

200

100 105 B.C.’s MSR Lumber hurt by
U.S. Housing Starts ] beetle-kill timber.
—_—
0 . . . . L L L . L - 0.0
02 04 06 08 10 12

April 30, 2010: US$320. U.S. Housing Starts (million units)

2009 2010F 2011F
0.553 0.7 1.0
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Earthquake in Chile Jolts Pulp Market

US$ per tonne NBSK Pulp Prices
Delivered to USA
H { 1,000 2009 US$720/tonne
2010F US$970/tonne
2011F US$800/tonne

1,000

NBSK Pulp Prices
Likely to Surpass 1995
Record in 2010:Q2

800 f 4 800 . . o
Production in Chile is
beginning to normalize.

600 1 600

400 e — 400

98 00 02 04 06 08 10 12

Previous record price: US$985 in late 1995.

§ Scotiabank Group




Spot Uranium Prices
140

130 >US$ per pound
120 + May 2010
110 I Spot: US$41.75
100 LT contract: US$58.00
80 r Russian HEU
80 Agreement
70 k Cancelled Options
Three Mile
60 US§43{<40 Island
50 ea
40 r Arab Oil
30 Embargo | o yss7.10
20 F in Dec. 2000
10 Nuclear
Disarmament

0

72 76 80 84 83 92 96 00 04

Source: Scotiabank Commodity Price Index.

Uranium Spot Prices
(US$ per pound)

2008 2009 2010F Medium-Term

63.17 47 45 70

08

12

140

120
110
100
90
80
70
60
50
40
30
20
10

Spot uranium prices are currently on the low
side at US$41.75 per pound and base contract
prices (prior to escalation at time of delivery)
have dropped to US$58 in May 2010. Prices
have been pushed down by a U.S. Department
of Energy ‘barter’ sale of surplus uranium
hexafluoride held in inventory in FY2010, a
16% increase in world uranium production in
2009 — mostly due to a large increase in
Kazakhstan — and a low level of ‘uncovered’
utility requirements in major western
countries.

However, over the medium-term, the world
supply/demand balance is likely to tighten.
China will build 28 nuclear reactors by 2020
(20 are already under construction) to supply
70 Gigawatts of electricity and India will also
be a key growth market. President Obama
favours expansion of U.S. nuclear power,
because nuclear reactors emit virtually no
greenhouse gases.

Canada is second among major uranium
producing countries, with substantial
potential for large uranium mine development
in the coming decade (Cameco’s Cigar Lake
mine), will sign a nuclear bilateral
co-operation agreement with Indiain June
2010 and is adopting an ‘open policy’ towards
foreign investment in uranium.
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U.S. Dollar Trends

March 1973=100 US cents

euro: peak US$1.60
July 15, 2008

140
120
100

80
U.S. Dollar

r Trade-Weighted
60““"“““‘

98 00 02 04 06 08 10

110

160
100

140
90

120
80

100 7o

80 60

60 50

US cents

Canadian
Dollar

110

1 100

Australian
Dollar

98

Data to May 5, 2010: euro US$1.2820; Cdn$0.9706; Australian$0.9053.

02 04 06 08 10
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United States - The ‘Twin’ Deficits

Pressure Points For The U.S. Dollar

U.S. Federal Budgetary Deficit U.S. Trade Deficit
0

200 B Balance ex. Social Security
1 Federal Budget Balance

0 “
r -200
200
-400
600 | -400

-800 Annual deficits greater than
[ US$1tr for FY2009-11 push 600
-1000 F  publicly-held debt close to
[ 70% of GDP.
-1200
-1400 r -800
-1600 r
L USS$ billions USS$ billions
1800 U S S——— et
00 02 04 06 08 10f 00 02 04 06 08 10f

Source: Scotia Economics, Global Insight.
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Scotia Capital’s Global Presence In Resource Industries

Equity Sales & Research

Scotia Capital is a leading provider of Equity Research on Base Metal, Precious Metal,
Oil & Gas, Fertilizers and Forest Products Companies. Voted World’s Top ‘Infrastructure
Bank’ by Global Finance magazine.

Investment Banking and M&A Advisory Services

#2 Canadian Equity Issuer and a leading mining underwriter in 2009, acting as Co-Bookrunner
on Barrick’s US$4.0 billion equity offering — the largest equity offering in Canadian history
and the largest equity financing ever made in the international gold sector.

Landmark Transaction -- Sole Financial Advisor to China Investment Corporation in their
landmark private glacement in Teck ResourceséUS$1.5 billion); largest investment in a
mining company by a Chinese investor in Canadian history.

ScotiaWaterous -- #1 world leader in upstream Oil & Gas M&A and Divestiture mandates from
January 2008 through December 2009; with offices in Calgary, Houston, Denver, London,
Beijing and Singapore; Co-Bookrunner of Crescent Point Energy common share offering
(C$575.3 million ) — the largest Canadian oil & gas equity issue in 2009.

Corporate Banking — Global Mining

Among top 2 lenders to the North American mining sector (# 1 in deal count & # 1 in Canada);
the most international of the Canadian banks, with representative offices in Shanghai,
Beijing, Xian, Hong Kong and throughout Asia/Pacific; in Chile via “ Scotiabank
Sudamericano”, in Per( via “ Scotiabank Perd” —the third largest bank in Peru and in Mexico
via “ Grupo Financiero Scotiabank Inverlat.
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This Report is prepared by Scotia Economics as a resource for the clients of
Scotiabank and Scotia Capital. While the information is from sources believed
reliable, neither the information nor the forecast shall be taken as a
representation for which The Bank of Nova Scotia or Scotia Capital Inc. or any
of their employees incur responsibility.
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