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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 E-1 Emerging Markets Equity (the “Fund”) are to provide 
long-term capital appreciation by investing in exchange traded funds that generally represent 
exposure to emerging markets, including but not limited to: China, India, Brazil, Russia, Latin 
America and the Asia Pacific region. 

To achieve its investment objectives, this Fund invests in exchange traded funds that generally 
represent exposure to emerging markets, including but not limited to: China, India, Brazil, Russia, 
Latin America and the Asia Pacific region. 

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 to high level of investment risk. 

Results of Operations  

The Fund’s net assets were $722,973 as at January 1st 2009. The fund grew its assets by 
approximately $1million over the reporting period.  

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 

Investors crowded back into emerging market stocks in the second quarter, driving up prices in 
emerging markets ranging from Brazil to China to Russia to India.  
 
The newfound appetite for risk grew as the outlook for the Chinese economy began to brighten 
following China’s extraordinary efforts at fiscal stimulus. China’s industrial companies reported that 
the pace of the profit decline characterizing the first quarter of the year began to slow, with oil 
refiners an power producers benefiting the most from cost reductions, rising demand, and stable 
prices. In addition, industrial output rebounded in May, climbing 8.9% in the month after a 7.3% 
increase in April. 
 
In India, stock markets soared as first-quarter gross domestic product increased 5.8% and signs of 
economic revival began to grow. Hopes that the newly elected government will expand efforts to 
stimulate the economy also spurred the stock market buying frenzy that saw India’s benchmark 
Sensex Index soar 69% in the second quarter. Brazil’s Bovespa Index advanced 25% in the quarter.  
 
Meanwhile, the G20 developed nations bolstered the International Monetary Fund with increased 
funding to handle financial crises, while Asian nations established a US $120 billion emergency 
liquidy fund. Emerging market stocks led global second-quarter equity performance as investors 
sought to profit from surging commodity prices and as more sidelined cash began to flow into foreign 



markets in anticipation of an early emerging-market recovery from the global recession. As a result, 
the MSCI Emerging Markets Index gained 33.6% (in US$) in the second quarter, outpacing both the 
MSCI World Index (+19.7%) and the MSCI EAFE Index (+23.8%). 
 

Surging performance in emerging markets is reflected in the Fund’s largest single holding, the 
iShares MSCI Emerging Markets Index Fund, which gained 20% (in C$), quarter over quarter. The 
Fund’s regional holdings also matched quarter-over-quarter index advances, as the Claymore/BNY 
BRIC ETF gained 65%, the iShares FTSE/Xinhua China 25 Index Fund increased 24%, the SPDR 
S&P International Small Cap ETF grew 66%, and the iShares MSCI Latin America 40 Index Fund 
rose 25%.   

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. 

 


