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This annual management report of fund performance contains financial highlights but does not contain the 
complete annual financial statements of the investment fund.  You can get a copy of the annual financial 
statements at your request, and at no cost, by calling (905) 695-7777 or toll-free at 1-877-249-2884, by writing 
to us at 218 Steeles Avenue East, Thornhill, Ontario, L3T 1A6, from your dealer, by e-mail at 
info@croftgroup.com or by visiting our website at www.croftgroup.com or SEDAR at www.sedar.com. 
 
Shareholders may also contact us using one of these methods to request a copy of the investment fund’s proxy 
voting policies and procedures, proxy voting disclosure record or quarterly portfolio disclosure. 
 



Management Discussion of Fund Performance  

Investment objectives 

The investment objectives of the Class C-1 U.S. Equity (the “Fund”) are to provide long-term capital 
appreciation by investing in the U.S. equity market through the purchase of exchange traded funds 
that generally represent securities of small capitalization, mid capitalization and large capitalization 
U.S. issuers, as well as exchange traded funds or securities representing generally recognized sectors 
of the U.S. equity market. 

To achieve its investment objectives, this Fund invests in the U.S. equity market through the purchase 
of exchange traded funds that generally represent securities of small capitalization, mid capitalization 
(the term “mid-capitalization” typically means companies with a market capitalization of at least $1 
billion U.S. and not more than $5 billion U.S.) and large capitalization U.S. issuers, as well as 
exchange traded funds or securities representing generally recognized sectors of the U.S. equity 
market.   

Risk 

Given the effective start date of the Fund versus the timing of this report the risks of investing in the 
Fund remain as outlined in the simplified prospectus.  The principal risks associated with an 
investment in the Fund are: investment risk, equity risk class risk, foreign securities risk, foreign 
currency risk, industry and geographic concentration risk, use of options risk, portfolio turnover risk, 
counterparty risk, interest rate fluctuations risk, legal, tax and regulatory risk, conflicts of interest 
risk, broad authority of croft risk, derivative risk, securities lending repurchase and reverse 
repurchase transactions risk and other accounts risk as described in the Fund’s simplified prospectus. 

This Fund is suitable for investors who are seeking long-term capital appreciation and who can 
tolerate a medium level of investment risk. 

Results of Operations  

The Fund’s net assets were $1,681,921 at January 1st, 2009.  The fund had net subscriptions of 
approximately $0.8 million through to June 30th 2009. 

The investment process commenced in December 2008 and assets continue to flow to the Fund. 
Ongoing reports should provide more detailed information as the portfolio is invested. 

Recent Developments 

US stock markets surged in the second quarter, as investors reacted to growing signs that the rate of 
economic contraction was slowing and that the credit crisis that had brought the global financial 
system to its knees was easing.  

Slow, but steady, improvements in economic data buoyed investors’ hopes for an end to the recession 
in the second half of the year, and helped stimulate the strong equity market rally in the second half. 
Rising readings in key leading output indexes, such as the Institute for Supply Management’s 
Manufacturing and Service and Purchasing Managers Indexes, confirmed a slowing in the rate of 
decline, if not yet a return to growth. Orders for durable goods and capital goods continued to rise in 
the quarter, suggesting a greater degree of business confidence. 

Consumer confidence also rose in May, for the first time since February, as consumer spending 
posted a 0.3% monthly increase. That was underpinned by hints of an easing in the real estate market 
slump, as pending home sales ticked up in March as more buyers entered the market attracted by low 
prices and rock-bottom long-term mortgage rates. 



As corporate credit spreads narrowed, signalling increasing business confidence, stock markets 
rebounded strongly. The Standard & Poor’s Depositary Receipts, which track the S&P 500 
Composite Index, and the fund’s largest holding, gained 6% (in C$) quarter over quarter. The second-
quarter rally was broad-based, with mid- and small-cap growth and value style-based indexes, also 
rising across the board. The iShares Russell 1000 Value Index Fund, the fund’s second-largest 
holding, for example, advanced 7% quarter-over-quarter (in C$), buoying the Fund’s performance in 
the quarter. 

Related Party Transactions  

R.N. Croft Financial Group Inc. is the manager of the Fund (the “Manager”). The Manager may act 
either as the investment manager itself or hire an external investment manager to manage the 
investment portfolio of the Fund. In consideration for management services and investment advice 
provided the Fund pays management fees, calculated as a percentage based on the net asset value of 
the respective series of the Fund.  

Financial Highlights 

The following tables show selected key financial information about the Fund and are intended to help 
you understand the Fund’s financial performance.  This information is derived from the Fund’s 
audited annual financial statements.  The Fund was launched effective November 25, 2008 and 
therefore contains less than one year of data. 

 

 

 

 

 

 

 

 



 

 
  

 

 

(1) This information is provided as at June 30 of the year shown, as applicable. 

(2) Management expense ratio (MER) is based on the total expenses for the stated period and is expressed as an 
annualized percentage of daily average net assets during the period. In the period the fund is established, the 
management expense ratio is annualized from, January 1st 2009 to June 30th, 2009. 

(3) The Fund’s portfolio turnover rate indicates how actively the Fund’s portfolio adviser manages its portfolio 
investments. A portfolio turnover rate of 100% is equivalent to the Fund buying and selling all of the securities in 
its portfolio once in the course of the year. The higher a fund’s portfolio turnover rate in a year, the greater the 
trading costs payable by the fund in the year, and the greater the chance of an investor receiving taxable capital 
gains in the year. There is not necessarily a relationship between a high turnover rate and the performance of a 
fund.     

(4) The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an 
annualized percentage of daily average net assets during the period. The trading expense ratio is provided from 
January 1st 2009 onwards. 



Investment Advisory and Management Fees  

In consideration for management services and investment advice provided, the Fund pays a fee based 
on a percentage of its net asset value to the Manager. The management fee is calculated daily based 
on 1/365 of the net asset value of each series as set out below:  

Series A 1.8% 
Series F  1.8% 
Series I  0.3% 

Past Performance 

No past performance information for the Fund is presented as shares of the Fund have not been 
outstanding for a year as of the date of this report. 

In accordance with policies issued by the Canadian Securities Administrators, it is the Manager’s 
policy to report rates of return for series in existence greater than one year. The performance start 
date for each series represents the date of the first purchase of such series, excluding seed money. 

Summary of Investment Portfolio 

The summary of investment portfolio may change due to ongoing portfolio transactions of the Fund.  
Quarterly updates will be available upon request. 

 

 

 

 
 
 
 

 
 
 



Additional Information 

Manager 

R.N. Croft Financial Group Inc. 
218 Steeles Avenue East 
Thronhill, Ontario  
L3T 1A6 

Custodian  

NBCN Inc.  
250 Yonge Street, Suite 1900 
Toronto, Ontario  
M5B 2L7  

Registrar 

The Investment Administration Solution Inc.  
330 Bay Street, Suite 400  
Toronto, Ontario  
M5H 2S8 

Auditors  

MSCM LLP  
701 Evans Avenue, 8th Floor  
Toronto, Ontario  
M9C 1A3 

Important Information regarding forward-looking statements:  

This report may contain forward-looking statements about the Fund, including its strategy, expected 
performance and future events. Forward-looking statements are predictive in nature and are made 
based upon management’s view of current events and conditions and the effects they may have in the 
marketplace based on interpretation of current and historical data available to us at that time. 
Forward-looking statements are not guarantees of future performance and may be impacted by a 
number of factors which include, but are not limited to, economic, political and market factors, 
interest and foreign exchange rates, global equity  and capital markets, changes in government 
regulations, technological change, and catastrophic events.  

Every effort has been made to ensure that the information provided in this report is accurate as of 
June 30th, 2009.  However, the Fund cannot guarantee the accuracy of the completeness of this 
material.  For additional information please refer to the Fund’s simplified prospectus, annual 
information form and financial statements. 

 


