ANNUAL MANAGEMENT REPORT OF FUND PERFORMANCE
Equity Portfolio

Meritage Global Equity Portfolio

For the year ended December 31, 2009

This Annual Management Report of
Fund Performance contains financial
highlights, but does not contain annual
financial statements of the Portfolio.
annual financial

be

A copy of the

statements can obtained on
request, and at no cost, by calling
1-866-603-3601, by writing to us at
infomeritage@nbc.ca, by visiting our
website at www.meritageportfolios.com,
by visiting SEDAR’s website at
www.sedar.com, or by contacting your

investment advisor.

You 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.

AV
N°

\
I

Management Discussion of Fund Performance

Investment Objectives and Strategies

The Meritage Global Equity Portfolio seeks to generate long-term capital growth
by investing primarily in a diversified mix of global equity mutual funds. The
target weight for this Portfolio is 100% of its net assets in global equities. This
weighting may be reviewed and adjusted based on the economic context and the
state of the markets.

The Portfolio may invest up to all its assets in underlying funds managed by
third parties. Depending on the state of the markets, underlying funds may be
added or removed, and the percentage of securities held in an underlying fund
may change, as can the position held in cash, stocks or money market funds.
The Portfolio may occasionally invest directly in Canadian and foreign equity and
fixed-income securities.

Risks

In 2009, U.S. government borrowings and interest rates near zero and slower
global economic recovery, notably in Europe, dampened the demand for the
american dollar end the EURO. This situation combined with strong oil prices
resulted in a stronger CAD. During this period, the Portfolio was subject to cur-
rency risk where the CAD strengthened against most of the major currencies.

The risks of investing in the Portfolio remain as described in the prospectus. The
overall risk level of the Portfolio has not changed materially. It suits investors
who are prepared to tolerate moderate risk and have an investment horizon of
at least five years.

Results of Operations

The Advisor Series units of the Meritage Global Equity Portfolio returned 15.71%
for the year ended December 31, 2009, compared to 11.07% for the benchmark
(MSCIWorld Index, $C) over the same period. Unlike the benchmark, the Portfolio’s
return is calculated after the deduction of fees and expenses. Please see the Past
Performance section for Returns of the F Series. Returns of the F Series may differ
from Advisor Series due in part to the varying level of fees and expenses.

On December 31, 2009, the net asset value of the Meritage Global Equity Portfolio
was about $91.2 million compared to $78.1 million on December 31, 2008. The
year-over-year increase in the net asset value (16.77%) is attributable to the posi-
tive market’s trend, reduced by proceeds of the negative redemptions.
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The year 2009 began with unprecedented budgetary stimulus measures being implemented by most major countries, and a radical
reduction in interest rates by central banks in order to revive credit and improve commercial interest rates in the world economy.
However, these measures failed to win over investors and fears of insolvency resulted in heavy losses in Financials, while fears of an
extended recession brought down more economically sensitive tech and industrial stocks. Stock markets around the world therefore
began the year with a sharp drop, with Asian economies affected by the combination of the recession in developed countries and the
impact of the world financial crisis on international trade.

The MSCI World Index ended the year up 23% in local currencies or a currency-adjusted 11%. The FTSE 100, the index that gauges
the largest UK companies on the London Stock Exchange, advanced 22% in 2009 as the UK became one of the first of the world’s
developed nations to recover from the spill-over effect caused by the collapse of Lehman Brothers Inc. . The CAC 40, France’s major
equity market index, gained 22% in 2009. Despite the recent collapses of American automakers such as GM and Chrysler, the French
auto industry flourished in 2009. PSA Peugeot Citroen, one of Europe’s largest automakers and Renault SA, France’s second largest
automaker both generated gains of approximately 95%. Germany, Europe’s second largest semiconductor maker, generated gains
of 24% as Infineon Technologies AG contributed 352% to the advance of the German stock market. The STOXX 600, the index that
measures the performance of 18 countries in Europe, gained 28% in 2009 as European stocks advanced in response to record low
interest rates in the U.S. and a global consensus that the global equity markets were on the mend.

During the period, the Portfolio posted a stronger performance compared to its benchmark, the MSCI World Index. All four of the
underlying funds in the Portfolio contributed positively to performance. The greatest contribution to performance came from the
Brandes Global Small Cap Equity Fund (41.9%), followed by the Capital International — Global Equity Fund (16.2%) and the Mackenzie
Cundill Value Fund (14.7%).

The Portfolio’s strong performance relative to the benchmark is largely due to the underweight position of some of the Portfolio’s
underlying funds in the Utilities sector, which posted a negative return during 2009 (-7.9%).The Portfolio’s performance is also due to
its underlying funds. Moreover, the sector positioning of some of the Portfolio’ underlying funds is somewhat more defensive than that
of the benchmark, given their significant exposure to industries such as pharmaceuticals and comparatively limited exposure to the
Financials sector. The overweight position of some of the Portfolio’s underlying funds in the Information technology sector contributed
positively to the Portfolio’s high return for the year relative to the benchmark.

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

Given the level of debt of both consumers and governments in many developed market economies, economic recovery may be more
muted in this cycle than in the previous one. The Portfolio’s underlying funds will favour companies with strong management and that
have the ability to produce sustainable earnings growth in a low growth environment.

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 Portfolio and are intended to help you understand the
Portfolio’s financial performance for the past four years.

Advisor Series

The Portfolio’s Net Assets per Unit®

2009 2008 2007 2006
95 days

Net Assets, beginning of year $ 7.51 $ 9.55 $10.44 $10.00
Increase (decrease) from operations:
total revenue $ 0.11 $ 0.10 $ 0.04 $ 0.02
total expenses $ (0.19) $ (0.21) $ (0.26) $ (0.07)
realized gains (losses) for the period $ (0.33) $ (0.91) $ 0.39 $ 0.57
unrealized gains (losses) for the period $ 1.58 $ (1.05) $ (1.41) $ 0.28
Total increase (decrease) from operations” $ 1.17 $ (2.07) $ (1.24) $ 0.80
Distributions:
From income (excluding dividends) $ - $ - $ - $ -
From dividends $ - $ - $ - $ -
From capital gains $ - $ - $ - $ (0.26)
Return of capital $ - $ - $ - $ -
Total annual distributions® $ - $ - $ - $ (0.26)
Net assets as at December 31 of year shown $ 8.69 $ 7.51 $ 9.55 $10.44

@ 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 2006
95 days
Total net asset value (000’s)? $87,770 $77,141 $108,172 $40,645
Number of units outstanding® 10,094,734 10,272,441 11,321,724 3,868,128
Management expense ratio” 2.61 % 2.53 % 2.58 % 2.61 %
Management expense ratio before waivers
or absorptions 2.74 % 2.76 % 2.99 % 3.37 %
Trading expense ratio” - % - % - % - %
Portfolio turnover rate® 12.76 % 41.43 % 35.10 % - %
Net asset value per unit $ 8.69 $ 7.51 $ 9.55 $10.44

@ 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 2006
95 days

Net Assets, beginning of year $ 7.79 $ 9.78 $10.54 $10.00
Increase (decrease) from operations:
total revenue $ 0.13 $ 0.10 $ 0.05 $ 0.02
total expenses $ (0.23) $ (0.20) $ (0.13) $ (0.03)
realized gains (losses) for the period $ (0.41) $ (0.87) $ 0.38 $ 0.52
unrealized gains (losses) for the period $ 1.96 $ (1.00) $ (1.40) $ 0.40
Total increase (decrease) from operations® $ 1.45 $(1.97) $ (1.10) $ 0.91
Distributions:
From income (excluding dividends) $ - $ - $ - $ -
From dividends $ - $ - $ - $ -
From capital gains $ - $ - $ - $ (0.20)
Return of capital $ - $ - $ - $ -
Total annual distributions® $ - $ - $ - $ (0.20)
Net assets as at December 31 of year shown $ 9.14 $ 7.79 $ 9.78 $10.54

@ 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 2006
95 days
Total net asset value (000’s)® $2,560 $1,769 $3,535 $1,483
Number of units outstanding® 280,169 227,192 361,441 139,751
Management expense ratio” 1.30 % 1.22 % 1.26 % 1.29 %
Management expense ratio before waivers
or absorptions 1.43 % 1.45 % 1.67 % 2.05 %
Trading expense ratio” - % - % - % - %
Portfolio turnover rate® 12.76 % 41.43 % 35.10 % - %
Net asset value per unit $ 9.14 $ 7.79 $ 9.78 $10.54

@ 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

2009

The following table shows the Meritage Global 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 MSCI World 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 Global Equity Portfolio inflieg(t:;son 3 years
Advisor Series* -3.48% -6.14%
F Series* -2.17% -4.85%
MSCI World Index -4.14% -8.33%

* Inception date: September 25, 2006.

15.71%
17.33%
11.07%

The MSCI World Index is composed of over 1500 stocks representing approximately 22 countries and measures the total return of

equity securities available in developed markets globally.
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Summary of Investment Portfolio

Portfolio Top Holdings Asset Mix

% of Net % of Net

Asset Value Asset Value

Mackenzie Cundill Value Fund . . ...... ... it 30.7 Global Equity Funds . ... 100.2

Capital International - Global Equity Fund. . .................... 29.8 Cash & Other ASSetS. ..o vi ittt ittt e -0.2
Mackenzie Ivy Foreign Equity Fund ..........coooiviiiinn.. 28.7
Brandes Global Small Cap Equity Fund . . ........ ...t 11.0
Cash & Other Assets. ..o v ettt et eie e, -0.2
100.0
NetAssetValue..........cooviiiinnennn... $90,329,477

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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