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McLean Budden wishes to expressits deepest sympathy to the victims of
the earthquake and subsequent tsunamithat occurredin the Tohokuand
Kanto regions of Japan late last week. Itisstill too early to measure the full
extent of thishuman tragedy in what remains avery fluid situation involving
multinational search &rescue and damage control efforts. Wejointhe rest
oftheworldinhopingforaspeedy reunion of loved onesandaswiftand
positive resolution to the ongoing situation at the Daiichi nuclear facility in
Fukushima.

The ramifications of Japan’s worst earthquake in 140 years extend to a global
concernoveritsaffect onthefragile global recovery. At the time of writing
we offer these thoughts:

> Wedonotseeobvious global macro economicimplications from this
obviously horrifichuman tragedy

> lItisbestclassified asalocal/Japan specificevent - thereare implications
for Japan’s economyand fiscal/monetary policy response but little
impact elsewhere

> Theregion comprisesapproximately 6%-7% of Japan’s GDP and Japan
is 9% of global GDP, which could resultinao.2%temporary reduction of
global growth

> Thereisarisk ofaminor disruptionto the global/Asian supply chain; but
thusfarithasbeen limited

> Japanese equities were downinthe days followingthe disaster, however,
indications suggest thisis due to foreign (i.e.non-Japanese) sellingand
hedge fund transactions

> Weforesee someimpact on commoditiesinthe short-termbutnota
macro issue —more of amicro/substitution effect

> Therewillbeimplications for stocks/sectors -taken onacase by case
basis - bottom-up stock picking will be critical as the widespread sell-off
potentially opens up new buying opportunities in the Japanese market,
especially those that may benefit from the reconstruction

> Nosystemic ramifications are foreseen either in Japan or globally

> TheBankof Japan continues toadd liquidity, however, its optionsare
somewhat limited due to the depressedinterest rate environment

> Politically, the tragedy likely prolongs the life of the current government
which will hopefully create enough political unity to pass abudget

> Thecrisiswill likely worsenthe budget and debt situation, but Japan does
not haveafundingissue duetoits currentaccountsurplus (due to excess
domestic savings) and the fact that domestic investors buy Japanese
governmentbonds

> Yenrepatriation could pushthe currencyalittle higherinthe shortrun
butsignificant currency moves are unlikely as savings are trending lower

Point of reference: The Great Hanshin Earthquake

> Thedamage seemstobelessin Tohokuvs.the Kobe earthquake of 1995
whose epicenter was very closeto the city

> Atthetime Kobewas closeto 4.0% of GDPandtheimportance of its
position between Osakaand Western Japan was more disruptive

> TheKobe earthquake did not have asignificant macroeconomic effect
despite Japan beingless prepared than they are now

> Industrial production dippedin January 1995 but then bounced backin
Februaryand moresoinMarch

Security Selection

Asnoted, the economic and market related impact appears to be security
specific. We continue to monitor our overall exposure to the Japanese
market withinour portfolios. Currently, our foreign equity strategies hold
anunderweight positioninthe Japanese market, relative to their respective
benchmarks. Onavaluation basis we expectanumber of opportunities
toarise based ontheindiscriminate sellingin the aftermath of the quake,
particularly companies well positioned toassistinthe reconstruction of the
affectedareas.

Predictably, thereis uncertainty revolvingaround the prospects for uranium
producers like Cameco Corporation. In our view, cautionis warranted as
developed economies will pause to consider their own nuclear programs
inthe short-term. However, itis unlikely that emerging economies, chiefly
China, will halt their nuclear power expansion plans for an extended period
and we expectthey will be the key driver for uraniumin the longer-term.

Insummary, the closure of Japanese industrial production facilities in
thearea,isnotseenasalarge detractor dueto the diverse geographical
distribution of the larger Japanese industrial and technology firms’ plants
enacted after the Great Hanshin Earthquake of 1995.
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