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COMMENTS

Sometimes referred to as the sister fund of the better known Templeton Growth Fund, there
are two significant differences between the two: namely a different portfolio manager (Don

Reed in this case) and a different mandate. This fund can only invest in stocks of companies
outside of North America, whereas the Growth Fund can invest anywhere in the world. This
distinction between the two is absolutely crucial, as some investors have mistakenly viewed
them as like funds, comparing only performance numbers.

This fund has been around for over a decade, making it somewhat younger than the
Templeton Growth Fund, but among the oldest in Canada with this type of mandate. Through
those years, and like the Growth Fund, it has delivered above average returns with very
controlled risk characteristics and a disciplined value investment style.

While the results speak for themselves over the fund's history, performance has been
somewhat lacklustre of late. We attribute this to the same factors behind a general lack of
success for fundamental value managers over the past couple of years and less so recently, as
value investing seems to be experiencing a resurgence. With equity valuations stretched in
much of the devel oped world, Don had been buying and holding more unloved stocksin
these markets, as well as being exposed to more out of favour companies and marketsin
places like the Far East and the emerging markets. This value discipline has had him
underperforming in the past few years, but has given him solid performance of late. Don has
stayed consistent with his investment style, doing what he is supposed to be doing given the
fund's value mandate.

We recommend this fund as a core, international value holding for most accounts where such
exposure is appropriate. It is generally best used along with dedicated exposure to Canada
and the US.

TM Trademark used under authorization and control of The Bank of Nova Scotia.
ScotiaMcLeod is a division of Scotia Capital Inc., Member CIPF.
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PROCESS AND DISCIPLINE

Although Don Reed is the named portfolio manager for this fund and is ultimately responsible for the final
stock selection, heis backed by a very strong team and investment process. The Templeton organization is
built on the premise of value investing on a global basis. Valueinvesting, asit is approached by
Templeton, isfounded on the belief that stock prices do not always reflect the true value of companies.
Templeton looks for companies that represent value insofar as an intrinsic value can be established for a
company, and the stock can be purchased at a significant "margin of safety” below that intrinsic value.

Templeton has 33 analysts on their global equity team, each of whom has research responsibility for both
an industry and a country. The analysts are responsible for conducting in-depth research on companiesin
their industry to identify those that represent a true value investment opportunity. Valuation techniques and
measures such as price to earnings, price to book and price to cash flow ratios are used, and a company's
business prospects are modelled out and assessed using a three to five year time horizon. Aswell,
extensive visits and meetings with company management are a staple of their investment process.

Templeton uses weekly meetings with all of the analysts (in person and by conference call) asaforumin
which new ideas for the "bargain list" are put forward and discussed. All the analysts must be in agreement
that a company represents a good value investment idea in order to be included on the bargain list. Mr.
Reed then constructs the portfolio from the ex-North American stocks on the list.

PORTFOLIO MANAGER

Don Reed is responsible for managing both global and international portfolios and currently manages
several mutual funds and large institutional accounts for Templeton Management Limited. He is President
of Templeton Institutional Funds, Inc. and Templeton Investment Counsel, Inc., and Director of Templeton
Worldwide, Inc. Don is a'so amember of the Executive Committee of Franklin Resources, Inc.

Prior to joining Templeton, he was President and Director of investment manager, Reed Monahan
Nicolishen Investment Counsel.

Don graduated with a Bachelor of Commerce degree from Acadia University. Heisa CFA, a Chartered
Investment Counselor and a member of The Toronto Stock Exchange's Investors and Issuers Advisory
Committee. He was also co-founder of the International Society of Financial Analysts and has served as a
director of that organization since its inception.

TM Trademark used under authorization and control of The Bank of Nova Scotia.
ScotiaMcLeod is a division of Scotia Capital Inc., Member CIPF.
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HISTORICAL PERFORMANCE
January 31, 1989 to April 30, 2003
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Nominal Performance (Calendar Y earsto December 31, 2002; YTD to April 30, 2003)

YTD Qtl 2002 Qtl 2001 Qtl 2000 Qtl 1999 Qtl 1998 Qtl 1997 Qtl
Fund -10.97( 4| -24.09( 4| -12.60( 1| -0.58( 1| 21.43| 3| 8.11| 4| 1590 1
Benchmark (MSCI EAFE) -9.45 -18.36 -17.75 -12.24 18.36 26.90 4.65
Peer Average International Equity Fund | -8.84 -20.39 -17.72 -7.65 30.84 16.23 8.00
Performance Relative to Benchmark -1.52 -5.73 5.15 11.66 3.07 -18.79 11.25
Performance Relative to Peer Average

Fund

Benchmark (MSCI EAFE)
Peer Average International Equity Fund | 11.10 6.62 4.95 41.64 0.16 9.78 -9.62
Performance Relative to Benchmark 16.63 5.82 -7.36 12.23 17.56 15.92 13.11
Performance Relative to Peer Average | 10.45 5.59 0.25 6.51 12.06 15.93 -1.84

Standard Performance (as of April 30, 2003)

1Yr Qtl 3Yr Qtl 5Yr Qtl 10Yr Qitl

Fund -31.73| 4] -13.98 1| -7.55| 3| 4.10| 1
Benchmark (MSCI EAFE) -25.20 -16.95 -7.03 0.40
Peer Average International Equity Fund | -26.59 -17.08 -6.69 1.21
Performance Relative to Benchmark -6.53 2.97 -0.52 3.70
Performance Relative to Peer Average -5.14 3.10 -0.86 2.89

;’-’3 ScotiaMcLeod™
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RISK ANALYSIS

Modern Portfolio Theory Statistics

Correlation

Treynor - Treynor - Treynor -
Risk Free = 4% Sharpe - 3Yr  3Yr Sharpe - 5Yr  5Yr Sharpe - 10Yr 10Yr
-0.68 -11.62 0.09
35 36 3
Peer Avg / # of Funds -1.37/119J20.93 / 119 -0.60 /55| -10.61/55 -0.09/13
Benchmark . -0.71 -10.97

Other Risk Indicators (January 31, 1989 to April 30, 2003)

Gains:

Std. Deviation Losses % Pos Mths
14.00 57.31]
16.83 53.22]
14.64/4 55.99 / 4]
Ann Avg Ann Avg: Max

Returns Loss

6.74 -46.59
1.17 -49.98
Peer Avg / # of Funds 4.34/4| -51.66/4 0.09/4

Holding Period 1 Year 3 Year 5 Year

Templeton MSCI Templeton Templeton

From: 31 Jan 1989 TiEineienel International International
To: 30 Apr 2003 Stock Fund EAFE Stock Fund Stock Fund

Summary Statistics
Average
Minimum Return

Maximum Return

Note: All returns are total (non-compounded) returns.

& ScotiaMcLeod"
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Holding Period Analysis- One Year Holding Periods
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Holding Period Analysis- ThreeYear Holding Periods
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Holding Period Analysis- ThreeYear Holding Periods
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STYLE AND PORTFOLIO ANALYSIS

Portfolio and Style Indicators

Composition Regional Allocation

Europe 68.20%
Asia 19.38%
Australia/New Zealand 3.69%
Latin America 3.55%
North America 0.83%
4.35%)

Portfolio Concentration
21.83%

Equity Style Summary
Avg Price/Earnings
Avg Price/Book . Market Cap of Equities
5 Yr EPS Growth Rate
Avg Price/Cash Flow
Avg Market Cap
Portfolio Turnover

Top Holdings (as of April 30, 2003)

% Net % Net

Total Equity Holdings: 128 Assets Assets
Norsk Hydro ASA 2.45% [Telefonos de Mexico SA de CV (TELI 2.18%
Iberdrola SA 2.30% [Smiths Group PLC 2.15%
San Paolo-IMI SpA 2.21% [Telecom Corp. of New Zealand Ltd. 2.11%
BHP Billiton PLC 2.20% [Cheung Kong Holdings Ltd. 2.02%
Repsol YPF SA 2.19% [Portugal Telecom SGPS SA 2.02%

& ScotiaMcLeod"
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Data Sources. Standard & Poor'sMicropal Inc. (Source and Copyright & 1998 Standard & Poor's Micropal
Limited. All rights therein reserved. 44-181-938-7100 - http://www.micropal .com)
Franklin Templeton | nvestments

The graphs included in this report are used only to illustrate the effects of the compounded growth rate and are not
intended to reflect future values of the mutual fund or returns on investment in the mutual fund. Commissions,
trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please
read the prospectus before investing. The indicated rates of return are the historical annual compounded total
returns including changes in unit value and reinvestment of al distributions and do not take into account sales,
redemption, distribution or optional charges or income taxes payable by any security holder that would have
reduced returns. Mutual funds are not guaranteed. Their values change frequently and past performance may

not be repeated.

ScotiaMcLeod isadivision of SCOTIA CAPITAL INC. ("SCI"). This report has been prepared by SCI on behalf
of the Investment Executive. Opinions, estimates and projections contained herein are our own as of the date
hereof and are subject to change without notice. The information and opinions contained herein have been
compiled or arrived at from sources believed reliable but no representation or warranty, express or implied,

is made as to their accuracy or completeness. Neither SCI nor its affiliates accept liability whatsoever for any
loss arising from any use of this report or its contents. This report is not, and is not to be construed as, an offer
to sell or solicitation of an offer to buy any securities and/or commodity futures contracts. SCI, its affiliates
and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities
and/or commodities and/or commodity futures contracts mentioned herein as principal or agent. SCI and/or its
affiliates may have acted as financial advisor and/or underwriter for certain of the corporations mentioned herein
and may have received and may receive remuneration for same. This research and all the information opinions
and conclusions contained in it are protected by copyright. This report may not be reproduced in whole or

in part, or referred to in any manner whatsoever, nor may the information, opinions, and conclusions

contained in it be referred to without in each case the prior express consent of SCI. SCI isawholly owned
subsidiary of a Canadian chartered bank. SCI is a member of The Securities and Futures Authority Limited

E& O.E. U.S. Residents: Scotia Capital (USA) Inc. ("SCUSAI"), awholly owned subsidiary of SCI, accepts
responsibility for the contents herein, subject to the terms and limitations set out above. Any U.S. person
wishing further information or to effect transactions in any security discussed herein should contact

SCUSAI at 212-225-6500. Member CIPF

& scotiaMcLeod™
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