
 

Definition of Scotia Capital Equity Research Ratings & Risk Rankings
We have a three-tiered rating system, with ratings of 1-Sector Outperform, 2-Sector Perform, and 3-Sector Underperform. Each 
analyst assigns a rating that is relative to his or her coverage universe.

Our risk ranking system provides transparency as to the underlying financial and operational risk of each stock covered.  
Statistical and judgmental factors considered are: historical financial results, share price volatility, liquidity of the 
shares, credit ratings, analyst forecasts, consistency and predictability of earnings, EPS growth, dividends, cash flow from 
operations, and strength of balance sheet. The Director of Research and the Supervisory Analyst jointly make the final 
determination of all risk rankings.

 

Ratings

1-Sector Outperform
The stock is expected to outperform the average total 
return of the analyst’s coverage universe by sector over 
the next 12 months.

2-Sector Perform
The stock is expected to perform approximately in line with 
the average total return of the analyst’s coverage universe 
by sector over the next 12 months.

3-Sector Underperform
The stock is expected to underperform the average total 
return of the analyst’s coverage universe by sector over 
the next 12 months.

Other Ratings
Tender - Investors are guided to tender to the terms of the 
takeover offer.

Under Review - The rating has been temporarily placed under 
review, until sufficient information has been received and 
assessed by the analyst.

 

Risk Rankings

Low
Low financial and operational risk, high predictability of 
financial results, low stock volatility.

Medium
Moderate financial and operational risk, moderate 
predictability of financial results, moderate stock 
volatility.

High
High financial and/or operational risk, low predictability 
of financial results, high stock volatility.

Caution Warranted
Exceptionally high financial and/or operational risk, 
exceptionally low predictability of financial results, 
exceptionally high stock volatility. For risk tolerant 
investors only.

Venture
Risk and return consistent with Venture Capital. For risk-
tolerant investors only.

 

Scotia Capital Equity Research Ratings Distribution*
Distribution by Ratings and Equity and Equity-Related Financings*
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* As at August 31, 2010.
Source: Scotia Capital.  

Percentage of companies covered by Scotia Capital 
Equity Research within each rating category.

Percentage of companies within each rating category 
for which Scotia Capital has undertaken an underwriting
liability or has provided advice for a fee within the 
last 12 months.

 

For the purposes of the ratings distribution disclosure the NASD requires members who use a ratings system with terms 
different than buy,  hold/neutral  and sell,  to equate their own ratings into these categories. Our 1-Sector Outperform, 
2-Sector Perform, and 3-Sector Underperform ratings are based on the criteria above, but for this purpose could be equated 
to buy, neutral and sell ratings, respectively.


