


In 2009, U.S. Treasury Bills posted their most modest performance in 30 years as they were oversold in an attempt to short-circuit
the recession. President Barack Obama increased the federal debt in 2009 by borrowing $7.17 trillion in November to finance his
government stimulus package. The American dollar has lost 13.30% since March 2009 against the currencies of the U.S.’s largest
trading partners, partially due to overselling of U.S. Treasury Bills and weak interest rates (which were close to zero), which are not
enticing for foreign capital.

Signs of recovery began to appear in the U.S in the second half of 2009. The main factors contributing to the improving economy are
stabilizing corporate earnings, thawing credit markets, the turnaround in the U.S real estate sector, and a return to normal in resi-
dential construction (housing starts increased 17% in May—the most substantial rise in a decade). As a result, consumer confidence
improved, spurred on by both the unparalleled weakness in interest rates and the sharp drop in home prices. Beginning in June,
American consumer confidence (ISM Index) also began to rise as job losses petered out.

The S&P 500 ended the year up 23% in U.S. dollars or a currency-adjusted 9.17%. Four of the index’s ten sectors ended the year
in negative territory, with Telecommunications leading the downward charge (-5.97%). Information Technology posted the strongest
gains with an impressive 39.60% followed by Materials (28.26%) and Consumer Discretionary (21.98%). The worst individual per-
formances were recorded by Citigroup, Marshall & Isley Corp. and Huntington Bancshares Inc., with losses of 51%, 60% and 48%
respectively.

During the period, all four of the underlying funds in the Portfolio contributed positively to performance. The greatest contribution came from
the RBC 0’Shaughnessy US Value Fund (24.8%), followed by the Cl American Small Companies Fund (14.4%) and the McLean Budden American
Equity Fund (10.1%). The Fidelity American Disciplined Equity Fund trailed relative to other underlying funds with a return of 9.2%.

The sector weightings of some of the Portfolio’s underlying funds are mostly in line with the benchmark, the S&P 500. However, the
underweight positions of some of the Portfolio’s underlying funds in the Energy and Utilities sectors relative to the benchmark helped
it to get a stronger performance over the year. During 2009, the Portfolio’s return is due to the attractive buying and selling opportuni-
ties in some of the underlying funds, provided by the heightened market volatility throughout 2009. In addition, over the year, some
of the Portfolio’s underlying funds gradually increased their exposure to information technology and financials, while reducing expo-
sure to consumer staples and materials. On a tactical basis, some of the Portfolio’s underlying funds continued to emphasize a large
exposure to capital spending recovery via strong exporting companies in the technology and industrials sectors, while maintaining
an underweight in the consumer discretionary sector.

In most cases, differences in performance of the underlying funds with respect to their individual benchmarks can be explained by the
specific investment styles, which translate into substantial differences in sector allocation compared to the benchmark.

Recent Developments

It seems that the synchronization of the financial crisis will dissipate. As different economies emerge from the global recession at
different paces, interest rate differentials will again play a critical role in currency exchange rates and global competitiveness. In case
the Federal Reserve will delay withdrawing current high levels of quantitative stimulus, there will be a risk of an accelerated decline
in the American dollar and a commodity / asset inflation.

As we progress through 2010, it appears that the improved broad earnings picture for companies may be offset by valuation multiple
contraction, spurred by higher rates. Fairly robust expectations are priced into many stocks at this juncture and exceptional results
will be required for most to continue to perform strongly.

Data suggests that historically, the second and third year of a market recovery rewards stocks with low price-to-sale ratios, high yields,
and strong price momentum. If history repeats itself, the Portfolio is well positioned to capture this good performance.

It is very likely that the government stimulus and inventory re-alignment will fade during 2010. Consequently, growth will slow unless
consumer spending will be able to mount a sustained comeback. In this environment, larger capitalization stocks should get a stron-
ger performance relative to small capitalization stocks, as investors look to re-evaluate risk premiums and valuation.

On June 12, 2009, the Declaration of Trust of the Portfolio was amended in order to modernise its provisions.
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Future accounting standards

The Accounting Standards Board of Canada has ruled that beginning on January 1, 2011, the financial statements of publicly
accountable enterprises will have to be prepared according to International Financial Reporting Standards (IFRS) as published by the
International Accounting Standards Board (IASB) replacing Canadian GAAP in effect until that time. Changes to these new standards
for the funds come into force on January 1, 2011. The funds will publish their semi-annual financial statements as at June 30,
2011 with comparative figures restated according to IFRS as required.

In order to prepare for the transition to IFRS, management has established an enterprise-wide project, formed a dedicated project team
and put in place a formal governance structure. The project team reports on a regular basis to the executive committee and the steering
committee, committees that are made up of senior levels of management from all relevant departments. Management has developed
a detailed project plan, assessed the resource requirements for its implementation, and commenced staff training.

Management is following its plan to meet the implementation timetable for the adoption of IFRS. Management has completed the
diagnostic phase and is currently assessing the conversion required. Key elements of this assessment are:

e Study and analysis of the main differences identified between current accounting practices and IFRS:

— Financial instruments are classified in categories defined by IFRS: held for trading, held to maturity, available for sale, at fairvalue
through profit or loss, loans and receivables;

— The presentation of units / shares of participants will be classified as equity instruments or financial liabilities;

— Analysis of the possibility and the potential impact of consolidation of financial statements of controlled entities in the financial
statements of the funds for periods beginning on January 1st, 2011;

e Assessing the impact on information technology, data systems, internal controls and preparing financial statements.

¢ Astrategy has been defined for the dual-accounting period. At this point, management does not expect that the transition to IFRS will
have a significant impact on net assets or net asset value per unit/share. Rather, it expects that this transition will impact the
presentation and disclosure of financial statements. However, this position could be revised given that the assessment has not been
completed and the accounting standards and related interpretations may change prior to final adoption. In periods preceding the
firstyearin which IFRS will be adopted, the impact of the transition to international standards on the financial statements of the funds
will be released as soon as it is known.
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Related Party Transactions
National Bank of Canada (“the Bank”) and its affiliated companies’ roles and responsibilities related to the Portfolio are as follows:

Manager

As described in the Management Fees section, the Portfolio pays annual management fees to National Bank Securities Inc. (the
“Manager”) in consideration for management services. The management fees cover mainly the Manager’s costs of managing the
Portfolio’s investments. The Manager is an indirect wholly-owned subsidiary of National Bank of Canada (the “Bank”).

The Portfolio reimbursed the Manager for operating expenses incurred in administering the Portfolio, including trustee, record-
keeping, custodial, legal, audit, investor servicing, and securityholder reporting fees.

Portfolio Advisor
The Manager has appointed National Bank Trust (“NBT”), an indirect wholly-owned subsidiary of the Bank, as the portfolio advisor for
the Portfolio. A flat fee is payable annually to NBT for its management services.

Trustee, Custodian and Registrar
Natcan Trust Company (“NTC”), an indirect wholly-owned subsidiary of the Bank, is the Portfolio’s trustee. In this capacity,
it is the legal owner of the Portfolio’s investments.

NTC also acts as the Portfolio’s custodian, registrar and transfer agent. The Manager pays NTC for its services as custodian based on
the assets held by the Portfolio. In addition, a flat fee per transaction is paid to NTC. With respect to the registrar and transfer agent
services for the Portfolio, a fixed annual amount is paid to NTC by the Manager.

NTC also has responsibility for valuation of the Portfolio and the Portfolio’s accounting and records. NTC is paid for these functions by
the Manager.

Brokerage Fees
NBT carries out the Portfolio transactions in the underlying funds through National Bank Direct Brokerage Inc. (“NBDB”), a wholly-owned
subsidiary of the Bank. Each month, the Manager pays a flat fee for each transaction carried out in the underlying fund securities.
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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 for the past three years.

Advisor Series

The Portfolio’s Net Assets per Unit®

2009 2008 2007
95 days

Net Assets, beginning of year $ 5.98 $ 8.97 $10.00
Increase (decrease) from operations:
total revenue $ 0.12 $ 0.11 $ 0.17
total expenses $ (0.15) $ (0.18) $ (0.06)
realized gains (losses) for the period $ (0.34) $ (0.69) $ 0.72
unrealized gains (losses) for the period $ 1.26 $ (2.41) $ (1.12)
Total increase (decrease) from operations” $ 0.90 $ (3.17) $ (0.29)
Distributions:
From income (excluding dividends) $ - $ - $ (0.07)
From dividends $ - $ - $ -
From capital gains $ - $ - $ (0.65)
Return of capital $ - $ - $ -
Total annual distributions® $ - $ - $ (0.72)
Net assets as at December 31 of year shown $ 6.79 $ 5.98 $ 8.97

@ This information is derived from the Portfolio’s audited annual financial statements.

@ Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase /decrease from operations is based on the weighted average
number of units outstanding over the financial period.

@ Distributions were paid in cash or reinvested in additional units of the Portfolio, or both.

Ratios and Supplemental Data

2009 2008 2007
95 days
Total net asset value (000’s)? $3,456 $2,468 $2,232
Number of units outstanding® 508,688 412,555 248,889
Management expense ratio” 2.60 % 2.40 % 2.42 %
Management expense ratio before waivers
or absorptions 2.84 % 2.73 % 2.85 %
Trading expense ratio” - % - % - %
Portfolio turnover rate® 17.43 % 41.29 % - %
Net asset value per unit $ 6.79 $ 5.98 $ 8.97

@ This information is provided as at December 31 of the year shown.

@ Management expense ratio is based on total expenses (excluding commissions and other portfolio transaction costs) for the stated period and is expressed as an annualized
percentage of daily average net asset value during the period.

© The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an annualized percentage of daily average net asset value during
the period.

@ The Portfolio’s turnover rate indicates how actively the Portfolio’s advisor manages its portfolio investments. A portfolio turnover rate of 100% is equivalent to the Portfolio
buying and selling all of the securities in its portfolio once in the course of the year. The higher a Portfolio’s turnover rate in a year, the greater the trading costs payable by the
Portfolio 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 Portfolio.
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Financial Highlights

F Series

The Portfolio’s Net Assets per Unit®

2009 2008 2007
95 days

Net Assets, beginning of year $ 6.04 $ 8.94 $10.00
Increase (decrease) from operations:
total revenue $ 0.06 $ 0.07 $ 0.15
total expenses $ (0.08) $ (0.11) $ (0.03)
realized gains (losses) for the period $ 0.03 $ (0.42) $ 0.62
unrealized gains (losses) for the period $ 0.94 $ (1.45) $ (0.96)
Total increase (decrease) from operations® $ (0.95) $ (1.91) $ (0.22)
Distributions:
From income (excluding dividends) $ - $ - $ (0.05)
From dividends $ - $ - $ -
From capital gains $ - $ - $ (0.73)
Return of capital $ - $ - $ -
Total annual distributions” $ - $ - $ (0.78)
Net assets as at December 31 of year shown $ 6.95 $ 6.04 $ 8.94

@ This information is derived from the Portfolio’s audited annual financial statements.

@ Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase /decrease from operations is based on the weighted average
number of units outstanding over the financial period.

@ Distributions were paid in cash or reinvested in additional units of the Portfolio, or both.

Ratios and Supplemental Data

2009 2008 2007
95 days
Total net asset value (000’s)? $39 $120 $63
Number of units outstanding® 5,673 19,893 7,015
Management expense ratio” 1.28 % 1.09 % 1.08 %
Management expense ratio before waivers
or absorptions 1.52 % 1.41 % 1.43 %
Trading expense ratio” - % - % - %
Portfolio turnover rate® 17.43 % 41.29 % - %
Net asset value per unit $ 6.95 $ 6.04 $ 8.94

@ This information is provided as at December 31 of the year shown.

@ Management expense ratio is based on total expenses (excluding commissions and other portfolio transaction costs) for the stated period and is expressed as an annualized
percentage of daily average net asset value during the period.

© The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an annualized percentage of daily average net asset value during
the period.

@ The Portfolio’s turnover rate indicates how actively the Portfolio’s advisor manages its portfolio investments. A portfolio turnover rate of 100% is equivalent to the Portfolio
buying and selling all of the securities in its portfolio once in the course of the year. The higher a Portfolio’s turnover rate in a year, the greater the trading costs payable by the
Portfolio 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 Portfolio.
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Management Fees

The Portfolio pays annual management fees to the Manager in consideration for management, portfolio advisor and administrative
services and facilities required by the Portfolio in its day-to-day operations. A portion of the management fees paid by the Portfolio
covers trailer and sales commissions paid to dealers.

As the Portfolio invests in underlying funds, the fees and expenses payable in connection with the management of the
underlying funds are in addition to those payable by the Portfolio. However, the Manager makes sure that the Portfolio does not
pay any management (or operating) fees that, to a reasonable person, would duplicate a fee payable by the underlying fund for the
same service.

The management fees are calculated as a fixed percentage of the Portfolio’s daily net asset value, are accrued on a daily basis and
are paid monthly. The Portfolio is required to pay Goods and Services Tax (GST) on the management fees.

The breakdown of the main services received in consideration for the management fees, as a percentage of the management fees
collected from the Portfolio, is as follows:

Series Management Fee Distribution Others?
Front 55.56% 44.44%
Back 22.22% 77.78%
Advisor Series 2.25%
Low Load 2 - 0 0
Year 1 fo 3** 22.22% 77.78%
Low Load 2 — o o
Year 4 and after 44.44% 55.56%
F Series* 1.00% 0.00% 100.00%

(%) For F Series, no trailer commissions are paid. The dealer or broker is paid an annual fee based on the asset value of your account instead of paying a commission for each purchase,
switch or redemption.

~1Excluding sales commissions paid on the Advisor Series with low load and back end fees.
»Includes all costs related to management, investment advisory services, general administration and profit.
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Past Performance

The returns of each Portfolio or series of a Portfolio are calculated as of December 31 of each year, assume the reinvestment of all
distributions and do not take into account sales, redemption charges, distributions, or optional charges that would have reduced
returns. Past performance of a Portfolio or series of a Portfolio does not necessarily indicate how it will perform in the future.

Year-by-Year Returns

The following bar chart shows the Portfolio’s annual performance in each of the years shown and illustrates how the Portfolio’s per-
formance has changed from year to year. It shows in percentage terms how an investment made on January 1 would have increased
or decreased by December 31 for each year.
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Annual Compounded Performance

The following table shows the Meritage Americain Equity Portfolio annual compound total return for the indicated periods ended on
December 31, 2009. The annual compound total return is also compared to the S&P 500 Index calculated on the same compound basis.

A discussion of the Portfolio’s relative performance in comparison to the index can be found in the Results of Operations Section of
this report.

Meritage Americain Equity Portfolio infgg)iieon

Advisor Series* -12.77% 13.55%
F Series* -11.62% 15.07%
S&P 500 Index -8.74% 9.17%

* Inception date: October 2, 2007.

The S&P 500 Index is composed of 500 of the largest stocks (by market value) listed on securities markets in the United States.
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Summary of Investment Portfolio

Portfolio Top Holdings Asset Mix

% of Net % of Net

Asset Value Asset Value

RBC O’Shaughnessy U.S. Value Fund .......... ..., 32.5 American Equity Funds. ... 101.7

McLean Budden American Equity Fund.............. ... ... 29.4 Cash & Other ASsetS. .o vvu ettt e et eans -1.7
Fidelity American Disciplined Equity Fund ..................... 29.2
Cl American Small CompaniesFund .......... ... ..., 10.6
Cash & Other Assets. ...ttt e e ieaas -1.7
100.0
NetAssetValue........covenieneeeeann.. $3,495,486

The Summary of Investment Portfolio may change due to ongoing portfolio transactions of the Portfolio. A quarterly update is
available. Fore more information please contact us at infomeritage@nbc.ca, call toll-free at 1-866-603-3601, or contact your
financial advisor.

The prospectus and other information on the underlying investment funds are available on the Internet at www.sedar.com.

Note on forward-looking statements

This report may contain forward-looking statements concerning the Fund, its future performance, its strategies or prospects or about future events or circumstances. Such forward-looking
statements include, among others, statements with respect to our beliefs, plans, expectations, estimates and intentions. The use of the expressions “foresee,” “intend,” “anticipate,” “estimate,”
“assume,” “believe” and “expect” and other similar terms and expressions indicate forward-looking statements.

By their very nature, forward-looking statements imply the use of assumptions and necessarily involve inherent risks and uncertainties. Consequently, there is a significant risk that the explicit
or implicit forecasts contained in these forward-looking statements might not materialize or that they may not prove to be accurate in the future. A number of factors could cause future results,
conditions or events to differ materially from the objectives, expectations, estimates or intentions expressed in such forward-looking statements. Such differences might be caused by several
factors, including changes in Canadian and worldwide economic and financial conditions (in particular interest and exchange rates and the prices of other financial instruments), market trends,
new regulatory provisions, competition, changes in technology and the potential impact of conflicts and other international events.

The foregoing list of factors is not exhaustive. Before making any investment decision, investors and others relying on our forward-looking statements should carefully consider the foregoing
factors and other factors. We caution readers not to rely unduly on these forward-looking statements. We assume no obligation to update forward-looking statements in the light of new information,
future events or other circumstances unless applicable legislation so provides.

™"Meritage Portfolios" and the Meritage Portfolio logo are trademarks of National Bank of Canada, used under licence by National Bank Securities Inc.
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