
THE RESILIENCE OF MARKETS

that rebounded sharply after both
the Middle East uprisings and the
horrific disaster in Japan is nothing
short of astounding.

And for the time being, the near-
term trend for North American
stock markets is decidedly bullish.

While we will certainly face
occasional corrections in the com-
ing months, the markets are telling
us that there is still plenty of buy-
ing power left out there. Nothing
seems to be able to hold this market
back…….yet.

Seasonal factors remain strong

for the broader North American
stock markets, at least until May. 

Specif ic sectors that we can
focus on to maximize our potential
performance during the next two
seasonally strong months are ener-
gy, Canadian banks, and the metal
& mining sectors.

All of these sectors offer the
potential to remain strong until
early spring, according to both sea-
sonal trading statistics and techni-
cal trend analysis. 

To play the energy sector, I have
been overweighting oil and gas
equities, with only a small amount
of exposure to the commodity trade.

There are two large-cap equity
Exchange Traded Funds (ETFs) that
I hold within the ValueTrend
accounts I manage. They are; the
iShares S&P TSX Capped Energy
Index Fund (TSX-XEG) and the
BMO S&P TSX Equal Weight Oil
& Gas Index Fund (TSX-ZEO).

The iShares units hold some 50

different equities. Weightings of the
individual stocks held in this ETF
vary between a sizeable 19 per cent
position in Suncor to other equities
with small fractional percentages.

The BMO ETF, on the other
hand, holds only 15 individual oil
and gas company stocks. This ETF
has fairly tight weightings of each
individual security position. Choos-
ing the "best" ETF of the two is a
difficult choice, because each has
its merits. Consider owning some of
each if you wish to play this sector!

The easiest way to gain exposure
to the Canadian banking sector is
through the BMO S&P TSX
Equal Weight Bank Index ETF
(TSX-ZEB). The “big six” banks
are represented in (you guessed
it…) approximately equal propor-
tions in this ETF.

ETFS VERSUS STOCKS

The downside of playing the
banks though this ETF is the forced
allocation into both the strong and
weak players in the group. This, of
course, comes with the territory
when buying any sector ETF.

If you find Royal Bank (TSX-
RY, $60.05) too rich in valuation
right now, or if you are leery about
CIBC’s (TSX-CM, 82.50) recent
management shuffle, you may want
to avoid the ETF route by choosing
your own favourite individual bank
in the sector.

Further, an ETF does not give
you exposure to any of the well-
managed smaller banks such as
Laurentian Bank (TSX-LB,
$50.05). That’s another reason to
pick your own favourite way to be
exposed to this sector.
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The current trend for the stock market is still up, and you can
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The metal and mining sector can
also be played with ETFs such as
Claymore’s S&P/TSX Global
Mining ETF (TSX-CMW) or
BMO’s S&P/TSX Equal Weight
Global Base Metals Hedged ETF
(TSX-ZMT).

The main difference between
these two ETFs is the currency
hedging taken on by BMO, which
costs the investor an extra eleven
basis points in management
expenses (0.11 per cent). This may
be a reasonable expense, given the
recent trend for the U.S. dollar.

THE BENEFITS OF PLATINUM 

Within the metal and mining sec-
tor, I am particularly fond of plat-
inum as a technically appealing play.

Platinum has been on a bit of a
tear since last August (see graph).
Buying on the dips has made sense
since that period, and still looks to
be a good strategy.

We are well into the seasonally
strong period for the metal, which
tends to have its best months
between January and June.

Given the recent pullback on the
metal, it might be a good entry
point again. I will disclose that I
hold shares in ETFS Physical Plat-
inum Shares (NYSE-PPLT) for
myself and my clients.

For longer term investors, the

story behind platinum might be
appealing. Platinum is used in
diesel powered engines.

As fuel prices increase, the auto
industry is exploring newer types of
diesel powered automobiles. In
Europe, some 50 per cent of auto-
mobiles are diesel powered.

Going forward, it is thought that
the American market, alongside the
world’s fastest growing market for
automobiles – China – will respond
to growing fuel prices by offering a
greater number of diesel powered
automobiles. Platinum would bene-

fit from such a pattern.
The current trend for the stock

market is up. As investors, we want
to participate in market upside
when it is here.

I believe that the sectors pre-
sented above, in addition to the
broader markets, will perform well
into the spring.

However, my strategy may shift
drastically to a more bearish stance
if, as and when the market reaches
key levels of technical resistance in
the coming months.

My next column will cover
some strategies that could spell the
difference between a mediocre
summer and a winning summer for
your portfolio performance by
helping you rotate into the right
assets at the right time.

Meanwhile, my blog at
www.smartbounce.ca brings free
current market commentary to read-
ers once a week, should you wish to
follow my shorter termed outlook. ▼

Keith Richards may hold positions in the
securities mentioned in this article. The
opinions expressed are those solely of
Keith Richards and may not necessarily
reflect that of Worldsource Securities, its
employees or affiliates. The contents are
for information purposes only and do not
represent investment advice.

Funds at a glance

Price 52 Week high and low Market capitalization Inception date

iShares S&P TSX Capped Energy Index Fund (T-XEG)
$20.84 $16.35/$23.35 $1.08 billion 03/19/2001
BMO S&P TSX Equal Weight Oil & Gas Index Fund (TSX-ZEO)
$17.71 $13.49/$18.21 $28.24 million 10/26/2009
BMO S&P TSX Equal Weight Bank Index ETF (TSX-ZEB)
$18.19 $15.00/$19.09 $69.52 million 10/20/2009
Claymore’s S&P/TSX Global Mining ETF (TSX-CMW)
$24.70 $16.00/$25.23 $61.45 million 06/12/2007
BMO’s S&P/TSX Equal Weight Global Base Metals Hedged ETF (TSX-ZMT)
$23.26 $12.89/$23.93 $60.24 million 10/20/2009
ETFS Physical Platinum Shares (NYSE-PPLT)
$176.76 $148.26/$185.21 $782.22 million 01/07/2010

ETFS Physical Platinum Shares
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