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Notes:

1. This Interim Management Report of Fund Performance contains financial
highlights but does not contain the complete Interim Financial Statements of the
Fund. You can get a copy of the Interim Financial Statements at your request,
and at no cost, by contacting us (contact information above) or on SEDAR at
www.sedar.com. Securityholders may also contact us to request a free copy of
the Fund’s proxy voting policies and procedures, proxy voting disclosure
record, or quarterly portfolio disclosure.

2. This report may contain forward looking statements. Forward looking
statements involve risks and uncertainties and are predictive in nature and
actual results could differ materially from those contemplated by the forward
looking statements.

3. Unless otherwise indicated all information is as at June 30, 2009.

4. None of the websites that are referred to in this Interim Management Report of
Fund Performance, nor any of the information on any such websites, are
incorporated by reference in this Interim Management Report of Fund
Performance.
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Results of Operations

The Fund holds common shares (the “National Bank Shares”) of National Bank of
Canada (“National Bank”). For the six month period ending June 30, 2009, the net
assets per unit of the Fund was $55.84 after payment of distributions to securityholders
compared to $33.03 per unit on December 31, 2008. Net Assets per unit (each unit
consists of one Preferred Share and two Capital Shares) is the difference between the
aggregate value of the assets of the Fund and the aggregate value of the liabilities
(excluding the liability for Preferred Shares of the Fund) on that date divided by the
number of units then outstanding. The Fund distributed $0.03 per Capital Share and
$0.78 per Preferred Share during the period. This contributed to a total return for the
Fund of 71.9% over the period.

The Fund’s net assets were $69.6 million as at June 30, 2009, an increase from $41.2
million as at December 31, 2008. The largest factor contributing to this increase was the
decrease in unrealized loss position of the National Bank Shares held by the Fund of
$28.3 million during the period. Investment income has decreased as compared to the
prior period due to the reduction in the number of National Bank Shares held by the
Fund. There were no significant variances in operating expenses as compared to the
prior period.

The Fund was created to acquire and hold shares of National Bank Shares and only
dispose of them in limited circumstances as described in the Prospectus and Annual
Information Form. As a result, the Fund’s only portfolio holding, other than cash and
cash equivalents, are the National Bank Shares. The National Bank Shares held by the
Fund are not actively traded and the Fund can be considered a passive investment
vehicle that has economic exposure to a basket of National Bank Shares. As such, the
performance of the Fund’s portfolio is directly related to the performance of National
Bank.

Recent Developments

The National Bank Shares are influenced by factors that are not within the control of the
Fund, including the financial performance of National Bank and market conditions
affecting the financial sector generally. Readers may wish to consult the continuous
disclosure documents of National Bank for further information concerning recent
developments pertaining to National Bank available on the Internet at www.sedar.com.
For greater certainty, such documents are not incorporated by reference herein.

Other developments relating to the Fund which were announced or which occurred
during the period:

On February 18, 2009 the Board of Directors (the “Board”) of the Fund announced that it
had determined that it would not declare a dividend on the Capital Shares for the
quarter ended February 28, 2009 and that the Board will review on a quarterly basis
whether the Fund will declare a dividend on the Capital Shares. Any excess of
dividends received by the Fund over that required to fund the Preferred Share
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distributions and operating expenses will be held in cash or cash equivalents by the
Fund.

On May 20, 2009 the Board announced dividends of $0.3886 per Preferred Share and
$0.0339 per Capital Share for the quarter ending May 31, 2009. In deciding to reinstate
the dividend on the Capital Shares for that quarter, the Board considered, among other
things, the improved performance of the Fund’s portfolio since the prior quarter, the
rights attaching to the Preferred Shares, including the priority of the Preferred Shares for
the payment of cumulative dividends and return of capital prior to the rights of the
Capital Shares, estimated expense levels and the distributions anticipated to be received
on the Fund'’s portfolio.

International Financial Reporting Standards

The Canadian Accounting Standards Board has confirmed that the use of International
Financial Reporting Standards (“IFRS”) will be required for all Canadian publicly
accountable entities (including investment funds) for financial years beginning on or
after January 1, 2011. Effective January 1, 2011, the Fund will adopt IFRS as the basis for
preparing its financial statements. The Fund will issue its financial results for the semi-
annual period ended June 30, 2011 prepared in accordance with IFRS and will also
provide comparative data on an IFRS basis, including an opening statement of net assets
as at January 1, 2010.

In order to meet the requirement to changeover to IFRS, the Fund is following an
orderly transition plan. Due to the anticipated changes in IFRS prior to transition, the
Fund cannot conclusively determine the impact on its financial results at this time. The
Fund has reviewed the existing body of IFRS against its current policies under Canadian
GAAP and has noted certain policy differences. However, based on the preliminary
analysis, it is not anticipated that the transition to IFRS will impact the Fund’s reported
results or net asset value per unit. The main impact of IFRS on accounting policies and
implementation decisions is expected to relate to additional disclosures in the financial
statements of the Fund.

Related Party Transactions

In connection with its initial public offering, the Company engaged National Bank
Financial Inc. (“NBF”), Scotia Capital Inc., BMO Nesbitt Burns Inc., CIBC World
Markets Inc.,, RBC Dominion Securities Inc., TD Securities Inc.,, HSBC Securities
(Canada) Inc., Canaccord Capital Corp., Raymond James Ltd., Desjardins Securities Inc.,
Blackmont Capital Inc. and Wellington West Capital Inc. (collectively, the “Agents”) as
its Agents to offer for sale to the public the Capital Shares and the Preferred Shares
pursuant to a prospectus dated January 30, 2007 (the “Offering”). In connection with
their services, the Agents received $0.982 per Preferred Share and $1.107 per Capital
Share. In connection with the Offering, NBF was also the promoter.

The Fund established a revolving credit facility dated May 11, 2007 which may be used
to fund the payment of a portion of the fixed distributions on the Preferred Shares on a
temporary basis, if necessary. Amounts borrowed under the facility are collateralized by
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a security interest in the assets and undertakings of the Fund. The lender under the
credit facility is National Bank, an affiliate of NBF. The terms, conditions, interest rates
and expenses are typical for a loan of this nature. As at June 30, 2009, the loan had not
yet been drawn on.

The Administrator, which has been retained by the Fund to provide certain
administrative services to it, is also considered a related party.
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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 since inception.

The Fund’s Net Assets per two Capital Shares ®

For the Six
Months Ended For the Years Ended
June 30 December 31
2009 2008 20072

Net Assets, beginning of period ©) $0.31 $21.66 $34.47
Increase (decrease) from operations

Total revenue 0.62 1.15 1.20
Total expenses (0.10) (0.15) (0.16)
Realized gains (losses) for the period 0.00 (2.35) 0.00
Unrealized gains (losses) for the period 11.30 (7.14) (6.66)
Total increase (decrease) from operations ¢ 11.82 (8.49) (5.62)
Distributions:

From income (excluding dividends) 0.00 0.00 0.00
From dividends (0.03) (0.14) (0.09)
From capital gains 0.00 0.00 0.00
Return of capital 0.00 0.00 0.00
Total Annual Distributions 6 (0.03) (0.14) (0.09)

[ Net Assets, end of period® $23.12 $0.31 $21.66 |

The Fund’s Net Assets per Preferred Share ®

For the Six
Months Ended For the Years Ended
June 30 December 31
2009 2008 20070
Net Assets, beginning of period ©) $32.72 $32.72 $32.72
Increase (decrease) from operations
Total revenue 0.01 0.13 0.00
Total expenses 0.00 (0.02) 0.00
Realized gains (losses) for the period 0.00 (0.26) 0.00
Unrealized gains (losses) for the period 0.13 (0.78) 0.00
Total increase (decrease) from operations @) 0.14 (0.93) 0.00
Distributions:
From income (excluding dividends) 0.00 0.00 0.00
From dividends (0.78) (1.55) (1.22)
From capital gains 0.00 0.00 0.00
Return of capital 0.00 0.00 0.00
Total Annual Distributions © (0.78) (1.55) (1.22)
Net Assets, end of period © $32.72 $32.72 $32.72 |
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Notes:

(1) This information is derived from the Fund’s audited annual and unaudited interim financial statements.
The Net Assets per unit presented in the financial statements differs from the Net Asset Value per unit
calculated for fund pricing purposes due to the provisions of CICA Handbook Section 3855. An explanation
of the differences can be found in the notes to the financial statements.

@ Results for the period from February 22, 2007 (first day of trading) to December 31, 2007.

@ For 2007, the Net Assets reflect the issue price of $18.45 per Capital Share less total share issue expenses
and $32.72 per Preferred Share.

@ Net Assets and distributions are based on the actual number of Preferred Shares and Capital Shares
outstanding at the relevant time. The increase/decrease from operations is based on the weighted average
number of units outstanding over the financial period. Aslong as the net asset value per unit of the Fund is
above $32.72 per unit, then the expenses of the Fund are borne by the Capital Shares. If the net asset value
per unit of the Fund falls to or below $32.72 per unit, then the expenses of the Fund are borne by the
Preferred Shares until such time as the net asset value per unit of the Fund returns to $32.72 per unit or
more.

© Distributions were paid in cash.

() This is not a reconciliation of the beginning and ending Net Assets per share principally because it does
not include all shareholder transactions as shown in the annual audited financial statements. Columns may
therefore not add.

Ratios and Supplemental Data - Capital Share

2009 2008 2007

Net Asset Value (000's) @ $28,821 $404 $33,137
Number of units outstanding(® 2,493 2,493 3,043
Management expense ratio before share issue

expense and interest on Preferred Shares @ 3.57% 1.77% 1.14%
Management expense ratio @ 10.44% 10.27% 18.33%
Management expense ratio before waivers or

absorptions @) 10.44% 10.27% 18.33%
Portfolio turnover rate ©) 0.00% 0.00% 0.00%
Trading expense ratio () 0.00% 0.00% 0.00%
Net Asset Value per Capital Share $11.56 $0.16 $10.89
Closing market price - Capital Share $10.62 $2.19 $10.25

Ratios and Supplemental Data - Preferred Share

2009 2008 2007

Net Asset Value (000’s) @ $40,783 $40,783 $49,790
Number of units outstanding(® 1,246 1,246 1,522
Management expense ratio before share issue

expense and interest on Preferred Shares @ 0.01% 0.05% 0.00%
Management expense ratio® 0.01% 0.05% 0.00%
Management expense ratio before waivers or

absorptions @) 0.01% 0.05% 0.00%
Portfolio turnover rate ©) 0.00% 0.00% 0.00%
Trading expense ratio ) 0.00% 0.00% 0.00%
Net Asset Value per Preferred Share $32.72 $32.72 $32.72
Closing market price - Preferred Share $32.55 $25.11 $30.00

Notes:

(1) This information is provided as at December 31 of the year shown, except 2009 which is provided as at
June 30.
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@ Management expense ratio of a particular series is based on total expenses (excluding commissions and
other portfolio transaction costs) attributable to that series for the stated period and is expressed as an
annualized percentage of daily average net asset value of that series during the period. Total expenses
include interest on the Fund’s Preferred Shares. The Preferred Shares form part of the Fund’s dual security
capital structure. The MER for the period ending December 31, 2007 annualizes expenses incurred from
inception date to the end of the period and it also includes Agents' fees and other offering expenses, which
are one-time expenses and therefore are not annualized. Annualized expenses before share issue expenses
and interest on Preferred Shares as a percentage of the combined daily average net assets of both Capital
and Preferred Shares is 0.52% for 2007, 0.65% for 2008 and 0.45% for 2009. As long as the net asset value per
unit of the Fund is above $32.72 per unit, then the expenses of the Fund are borne by the Capital Shares. If
the net asset value per unit of the Fund falls to or below $32.72 per unit, then the expenses of the Fund are
borne by the Preferred Shares until such time as the net asset value per unit of the Fund returns to $32.72 per
unit or more.

@ The Fund’s portfolio turnover rate indicates how actively the Fund's investment 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.

@ 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.

Management Fees

The Administrator is responsible for the operational and administrative functions of the
Fund. The Fund pays the Administrator a monthly fee of 1/12 of 0.25% of the fair value
of National Bank Shares held by the Fund for the services it provides.
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Past Performance

Please note that the performance information shown in this section assumes that all
distributions made by the Fund in the periods shown were reinvested in additional
units of the Fund at the net asset value of those units as at each dividend payment date.
Also note that the performance information does not take into account sales,
redemption, distribution or other optional charges that would have reduced returns on
performance. The performance of the Fund in the past does not necessarily indicate
how it will perform in the future.

Year-by-Year Returns

The following bar chart shows the Fund’s annual performance for the financial years
shown, and illustrates how the Fund’s performance has changed from year to year. The
bar chart shows, in percentage terms, how much an investment made on the first day of
each financial year would have grown or decreased by the last day of each financial
year.

100.0%-
50.0%
-50.0%
2007(1) 2008 2009(2)
17.0% -37.0% 71.9%

() Total Return for the period February 22, 2007 to December 31, 2007.
@ Total return for the period January 1, 2009 to June 30, 2009.
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Summary of Investment Portfolio

The following is a summary of the Fund’s investment portfolio as at June 30, 2009. This
is a summary only and will change due to ongoing portfolio transactions of the Fund. A
quarterly update is available on www.nbsplit.com.

Holdings as at June 30, 2009

DESCRIPTION % of Net Asset Value
National Bank of Canada 97.35
Cash and Cash Equivalents 0.52
Total Net Asset Value ) $69,603,998

Sector Allocation as at June 30, 2009

INDUSTRY % of Net Asset Value
Financials 97.35
Cash and Cash Equivalents 0.52

97.87
Other Assets, Net of Liabilities 213
Total Net Asset Value 100.00

(1) Excludes Preferred Shares as liabilities.
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