


Cover: Gros Morne Park, Newfoundland. Oil on canvas.

Paul Mantrop is a working artist and founding member of the art collective "drawnonward". Over ten years ago the artists of drawnonward began to travel throughout Canada
in order to document its unique and varied regions. Today after over 100,000 kilometres have been travelled by bus, boat, canoe, train, skis and feet, drawnonward has painted
from coast to coast. From the Queen Charlotte Islands to the Yukon, from the Gaspe to Newfoundland and throughout the Canadian Arctic. Today Paul keeps a working studio
in downtown Collingwood, Ontario to be close to his favourite subject, Georgian Bay. You can learn more about Paul at www.paulmantrop.com.

CORPORATE PROFILE

Canadian World Fund Limited (CWF) is a closed-end equity fund that endeavors to provide superior
long-term returns by investing globally in securities of primarily publicly traded growth companies. The
Company principally utilizes a bottom-up investment style in an effort to achieve this objective.
The Company does not employ currency hedging as the portfolio is well diversified and influenced by
many currencies, including the Canadian dollar, which is the currency of the company.

CWEF has been managed since its 1994 inception by Morgan Meighen & Associates Limited
(website: www.mmainvestments.com).
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Certain financial information contained in this report, including investment growth rates, rates of return and other such statistical information are historical values; past perform-
ance is no assurance or indicator of future returns. Share prices, net asset values and investment returns will fluctuate. Stated historical returns assume the reinvestment of all distri-
butions. Such financial information does not reflect any broker commissions, transaction costs or such other fees and expenses which may have been applicable nor income taxes
payable by any shareholder, which would have the effect of reducing such historical returns. Stated returns for periods greater than one year are compound average annual rates of
return. Further information concerning risk can be found in the Management Report of Fund Performance of this Annual Report to Shareholders.

The Company is an investment fund, and as such, this Annual Report to Shareholders carries a variety of information concerning stocks and other investments, all for information-
al purposes only. The reader should assume that the Company and all individuals and entities (including the Manager and members of its staff) who have contributed to this pub-
lication may have a conflict of interest. Readers should therefore not rely solely on this Report in evaluating whether or not to buy or sell securities discussed herein.



Canadian World Fund’s net asset value (NAV) return for 2007
was -1.9%, compared to a corresponding -7.0% for the Morgan
Stanley Capital International All Country World Index
(in Canadian dollar terms). Positive performance from a broad
range of stocks in many markets across CWF’s portfolio helped
to offset the initial dilutive effect of a one-for-one rights
offering that closed in June 2007.

The rights offering, which raised net proceeds of $18.7 million,
provided the Company with a beneficial expansion of its capi-
talization. The expanded asset base contributed to a reduction
in the management expense ratio in 2007 compared to 2006.
Our investment team has been taking full advantage of this
expansion by adding to and building positions.

Many emerging markets enjoyed strong returns in 2007.
Ten countries posted local currency returns greater than the
strongest performing developed market. However, as has been
the case in recent years, very strong gains overseas were
again tempered for Canadians by the strength of the Canadian
dollar in 2007.

The outlook for 2008 is clouded by the lax lending policies in
the U.S. subprime mortgage market, exacerbated by
debt securitization, producing a crisis infecting the global
financial system. Meanwhile, the market worries that
commodities, which had been in tight supply, might be in a
lower pricing trend on slowing China demand. However, this
might be a time when fear rather than reality is the
dominant motivator.

CWEF is a corporation with an active Board of Directors
elected annually by its shareholders. In support
of good governance, the Board appoints a committee

(the Independent Directors Committee) made up of those
directors who are independent of Management and free of
any conflicting interest. To some extent, a duplication of
responsibilities, with associated additional costs, was introduced
into CWF’s governance structure in 2007 with the coming into
force of National Instrument 81-107 (NI 81-107) as mandated by
the Canadian Securities Administrators. Created primarily
to improve open-end mutual fund governance, NI 81-107
applies to all investment funds, including closed-end fund
corporations. The instrument calls for the establishment of an
independent review committee with the principal role of
dealing with matters which could be perceived to be a conflict
of interest between a manager and a fund. Pursuant to
N1 81-107, the Manager has appointed the founding members
of the Independent Review Committee of the Closed-End
Funds Managed by Morgan Meighen & Associates Limited
(IRC) and set the initial IRC compensation. However, going
forward, NI 81-107 calls for the IRC to fill any vacancies and
provides the IRC with sole authority to determine members’
compensation, with no requirement that it seek shareholder
approval or follow recommendations of the Manager. Further
details concerning IRC matters are disclosed in the Company’s
Annual Information Form.

The Board of Directors extends thanks to the investment team
at Morgan Meighen & Associates for another year of relative
outperformance.

\m-é—ﬁ

Vanessa L. Morgan Jonathan A. Morgan

2007 ANNUAL REPORT | CANADIAN WORLD FUND LIMITED |



Macro issues have remained at the forefront of world financial
markets during the past quarter. Sentiment has oscillated
wildly, reflecting market action which has become significantly
more volatile. Meanwhile, the problems in the credit markets
have not disappeared. The risk that U.S. growth, and, therefore,
global growth, will slow or in fact turn negative remains
considerable. This message has been transmitted by the
financial markets - be it declining government bond yields or the
continuing negative action in Western financial stocks.
Meanwhile, the continued strength of oil and related energy
prices has the effect of a tax hike for indebted Western consumers,
and is, therefore, more deflationary than inflationary, given the
lack of pricing power suffered by American workers.

Canadian World Fund continued to benefit from holdings
in the minerals, energy and related sectors, as crude oil surged
to $100 per barrel and base and precious metals advanced
on strong demand from Chinese and Indian industry
and consumers.

Asia remains the destination of choice and investors should
continue to favour interest-rate sensitive and domestic-demand
driven equity investments over those geared to external
demand. Within Asia, Indian equities were the foremost
quality story again; India’s being the economy where domestic
demand is the best driver. China’s shows signs of being an
emerging bubble, more attuned to export, while Japan’s has
been reduced in importance.

On any global or regional comparison, India produced another
stellar year of performance, rising 22% in the fourth quarter
and 57% for the whole of 2007. The Indian economy is well set
to continue to enjoy real GDP growth of around 9% and
earnings growth of around 20% for 2008, generated by the
ongoing domestic investment boom, which has three main
components: capital spending, infrastructure spending and real
estate development.

Indian equity holdings made a superior contribution to CWF’s
portfolio. Indiabulls Financial Services Limited, which is
planning to spinoff its securities trading company, having
already spun out its winning real estate arm, was one such
exceptional holding. Leasing retail store operator Pantaloon
Retail (India) Limited, which dominated in India’s early retail
chain growth, and Nagarjuna Construction Company Ltd.,
were other stars. Newly added SREI Infrastructure Finance
Limited has quickly produced a handsome return.

Attractive investments were also found elsewhere in the world.
PT Bumi Resources Tbk, an Indonesian thermal coal producer
was an outstanding performer. A recent purchase of Indonesia’s
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PT Timah Tbk, the world’s second-largest tin producer, proved
timely, as its profit jumped 7 fold in 2007, due to higher
output and prices. Rising demand from China, whose
economy expanded more than 11% for the fourth straight
quarter, will help sales growth. Timah expects continued strong
demand from tin-plating and switching to lead-free solder to
meet market demand for an environmentally sound product.
In addition, through its subsidiary, the company has expanded
exploration to include coal mining, dredging, pioneering works
for asphalt and nickel mining.

Within the other holdings of CWF, the prominent winners
included: Equinox Minerals Limited, nearing the commissioning
of its Zambian copper-cobalt project; FCStone Group, Inc., an
integrated commodity risk management company; Deere &
Company, producer of agricultural equipment; and General
Moly, Inc., owner of one of the world’s largest and highest
grade molybdenum deposits. Petrominerales Ltd., a young oil
and gas player in Colombia with a strong production profile,
was another big performer. Global tech giants, Apple Inc. and
Google Inc. provided leadership in the U.S.

Overall, Canadian World Fund Limited provided a fine
example of the benefits of good global stock picking in
emerging and, in a more limited way, developed markets.
Going forward, the Manager will continue to employ its
security selection techniques in an effort to provide superior
long-term returns to shareholders.

Michael A. Smedley,

Alex Sulzer,
CWF NAV
CWF Market
B Morgan Stanley Capital International
All Country World Index (CAD)
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Canadian World Fund Limited (CWF or the Company) is a
closed-end equity fund with the objective of providing its
investors with superior long-term returns by investing globally
in securities of primarily publicly traded growth companies.

The Manager, Morgan Meighen & Associates Limited (MMA),
utilizes a bottom-up investment strategy in an effort to
achieve CWF’s objective. With this type of investment
strategy, the Manager first seeks individual companies with
attractive investment potential, then proceeds to consider the
larger industry, economic and global trends affecting those
companies. This investment style allows for weightings that can
differ from those of the benchmark Morgan Stanley Capital
International All Country World Index (MSCI ACWI).

As an equity fund, the primary risk to the Company is market
risk — the exposure to market price changes for the securities
held within the portfolio. Economic conditions, investor
sentiment, global events and many other factors contribute to
the day-to-day changes in security prices and the overall trend
of the market. In addition, investing globally may present
political and economic considerations not typically found in
Canada or the United States markets. Of particular significance
is the fact that CWF invests in companies in some emerging
markets. At December 31, 2007, 35.5% of CWF’s investment
portfolio was invested in emerging markets, similar to the
34.1% weighting at year end 2006. CWF attempts to mitigate
this risk by investing in companies in different geographic and
economic sectors throughout the global market. For instance,
at December 31, 2007, the Company held 14.3% of the
investment portfolio in India. In that country, CWF had
holdings in four economic sectors, including consumer
discretionary, financials, industrials and information technology.

Since CWF is a global equity fund, it holds investments
denominated in many currencies, and is, therefore, exposed to
currency risk. If money must be converted into a different
currency to make an investment, changes in the value of the
currency relative to the Canadian dollar will affect the total
gain or loss on the investment when the money is eventually
converted back to Canadian dollars. During 2007, the
Canadian dollar strengthened relative to most currencies, and
at December 31, 2007, 73.0% of CWF’s investment portfolio
was denominated in currencies other than the Canadian dollar.
The most prominent foreign currencies in the investment
portfolio at year end were the U.S. dollar (28.5%), the Indian
rupee (11.6%), and the British pound (9.7%). During the year,
these currencies depreciated by 15.2%, 4.8%, and 14.1%,
respectively, compared to the Canadian dollar. Overall, foreign

currency movements negatively impacted returns in 2007.
CWF does not employ currency hedging as it does not
consider this form of risk protection to be cost effective or
appropriate for maximizing growth. The global portfolio is well
diversified and influenced by many currencies.

Being a closed-end investment fund, CWF’s share price
generally trades at a discount to its net asset value per share
(NAV). As a result, the return experienced by a shareholder
(market return) can often differ from the underlying
performance of the Company (portfolio performance). The
share price is established by competitive markets, which reflect
the buying demand and the selling supply of shares. Factors
which are thought to influence share price, and, therefore,
discounts and premiums, include a fund’s relative performance,
the liquidity of the fund’s shares, dividend yield, the use of a
managed distribution policy, confidence in the fund/portfolio
manager, investors’ perceptions and expectations regarding the
outlook of the countries/sectors/markets where the fund
invests. Throughout 2007, CWF’s shares traded at a discount
ranging from 23.5% to 2.5%, ending the year at 23.5%.

Since 1999, CWF has engaged in a leveraging strategy in an effort
to enhance returns to shareholders. Leverage (in CWF’s case,
bank borrowings) magnifies the gain or loss on the cash invested
in securities and exposes the Company to interest rate risk.
At December 31, 2007 CWF’s outstanding borrowings totalled
$5.4 million, representing 9.7% of net assets. As a result of this
leverage, a 10% decline in the value of the portfolio will result in
approximately a 9.5% decrease in net assets, versus an 8.7%
decrease with no leverage. The reverse is true for a 10% increase
in the value of the portfolio. CWF’s asset coverage at year-end
2007 was almost 11 times, significantly higher than the required
borrowing covenant ratio of 2 times.

As the Company is exclusively invested in global equities,
CWEF is most suitable for investors seeking global exposure
and/or long-term capital appreciation. Investors in Canadian
World Fund should be willing to tolerate moderate to high
market volatility.

Performance

Canadian World Fund’s net asset value per share (NAV) at
December 31, 2007 was $7.79, down from $7.94 at year end
2006. The net asset value per share calculated according to
Canadian generally accepted accounting principles (GAAP
NAV) at December 31, 2007 was $7.76 [see Adoption of New
Accounting Standards below]. The NAV return for 2007
was -1.9%, which reflects the dilutive effect of a one-for-one
rights offering described below. This compared with a total
return of 9.6% for the benchmark MSCI ACWI or -7.0% when
expressed in Canadian dollars.
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The Company’s net assets increased to $56,020,000 from
$32,553,000 at the end of 2006, primarily as a result of a
one-for-one rights offering that closed on June 7, 2007.
This offering, anounced by the Company on April 19, 2007,
was undertaken as Management and the Board of Directors
believed that a capital expansion was in the best interests of the
Company. The primary ongoing benefits that were anticipated
were a larger asset base over which to spread fixed costs, better
scale to build presently held and prospective global
opportunities and increased awareness and liquidity in the
Company’s common shares. The expanded asset base
contributed to a reduction in the management expense ratio in
2007 compared to 2006.

Each shareholder of record of the Company on May 8, 2007
received one right for each common share held, with each right
entitling the holder to purchase one common share at the
price of $6.25 until June 5, 2007. Holders of rights were also
entitled to subscribe pro rata for additional common shares,
if available, that were not subscribed for initially.

As a result of the offering, 3,088,741 shares were issued for net
proceeds of $18,713,000.

Management fees and interest, the Company’s key expenses,
increased by 53.6% over 2006 to $989,000, driven largely by
the increase in portfolio assets and increased borrowing
amounts and interest rates. Canadian World Fund has a
revolving credit facility for investment leverage purposes of
$8.0 million comprising bankers’ acceptances and term loans
with interest at a quoted one-year rate or based on the prime
bankers’ acceptance rate. The Company must comply with
specified covenants during the terms of the loans. The bank
indebtedness had a combined weighted average interest rate of
5.24% per annum (2006 — 4.95% per annum) and is repayable
on various dates in 2008. During 2007, CWF utilized between
$2.5 million and $5.4 million of its revolving credit facility.
As at December 31, 2007, the outstanding borrowing of $5.4
million represented 9.7% (2006 — 12.6%) of net assets.

Taxation

As a corporate entity, Canadian World Fund is subject to taxes
on its income and realized gains on the sale of investments at
the rates of approximately 36% and 18%, respectively. In addition,
CWEF is subject to future income taxes on its unrealized gain on
investments at an effective rate of approximately 16.8%.
At December 31, 2007, the Company’s future income tax liability
was $2,520,000, representing nearly 4.5% of net assets.
The future income tax liability is directly impacted by the change
in CWF’s unrealized gain, which represents the difference
between the market value and cost of its investment portfolio.
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Adoption of New Accounting Standards

On April 1, 2005 the Canadian Institute of
Chartered Accountants (CICA) issued Section 3855,
“Financial Instruments — Recognition and Measurement”.
This section applies to the Company’s fiscal year ended
December 31, 2007. Section 3855 requires that the fair value
of financial instruments which are traded in active markets
be measured based on the bid price for the securities.
Previously, fair value for Canadian GAAP was based on the last
traded price for the day, when available.

National Instrument 81-106 (NI 81-106), Investment Fund
Continuous Disclosure, which was issued by the Canadian
Securities Administrators (CSA) in 2005, requires the daily net
asset value of an investment fund to be calculated in accordance
with GAAP. However, the CSA granted relief for investment
funds complying with Section 3855, for purposes of the
Company’s regular net asset value calculation. The relief was
granted to permit further review of the impact of Section 3855
and is effective until the earlier of September 30, 2008 or the
date on which proposed amendments to NI 81-106 come into
effect. Accordingly, the Company applies the requirements of
Section 3855 for financial statement reporting purposes only.

In accordance with the relief granted by the CSA, a
reconciliation between the regular net asset value calculation
(NAV) and the net asset value calculated in accordance with
Section 3855 (GAAP NAV) is required to be disclosed in the
notes to the financial statements.

Independent Review Committee

The Manager established an independent review committee
(IRC) for the closed-end funds it manages pursuant to the
requirement set out in National Instrument 81-107 (N1 81-107).
The IRC is comprised of three independent members.
Effective November 1, 2007, the role of the IRC is to
consider and provide recommendations to the Manager on
conflicts of interest, to which the Manager is subject when
managing CWF. The IRC will report annually to security
holders of CWF as required by NI 81-107.

The Company is managed by Morgan Meighen & Associates
Limited (MMA), a company under common control with
CWF. MMA provides continuing advice and investment
management services, as well as administration, financial
reporting and other ancillary services required by a publicly
listed company. For more details concerning the services
that are provided by MMA and the management fee that is
charged to the Company, see “Management Fees”.



FINANCIAL HIGHLIGHTS

The following tables show selected key financial information about the Company and are intended to help you understand the Company’s financial
performance for the past five years. Per share information is derived from the Company’s audited annual financial statements. The net asset value
per share presented in the financial statements (GAAP NAV) differs from the Company’s daily reported NAV due to differences in valuation
techniques as described in the notes to the financial statements. Ratios and supplemental data are derived from the Company’s NAV

The Company’s Net Asset Value (NAV) per Share @

2007 2006 2005 2004 2003
Net asset value, beginning of year® $ 789 $ 575 $ 549 $ 479 $ 382
Increase (decrease) from operations:
Total revenue 0.10 0.10 0.10 0.10 0.10
Total expenses (0.23) (0.22) (0.19) (0.17) (0.13)
Income tax recovery 0.01 0.04 - - -
Realized gains (losses) for the period 0.03 0.44 0.64 0.81 (0.26)
Unrealized gains (losses) for the period 0.92 1.83 (0.29) (0.04) 1.26
Transaction costs @ (0.03) - - - -
Total increase from operations 0.81 2.19 0.26 0.70 0.97
Net asset value, end of year®® $ 776 $ 794 $ 575 $ 549 $ 479

(1) Net asset value is based on the actual number of shares outstanding at the relevant time. The increase/decrease from operations is based on the
weighted-average number of shares outstanding over the year.

(2) Transaction costs were included in the purchase cost/sale proceeds prior to 2007.

(3) This is not a reconciliation of the beginning and ending net asset value per share.

(4) Section 3855 has been applied retroactively without restatement of prior periods. Accordingly, the net asset value at the beginning of the current period
has been adjusted.

The impact of the adoption of Section 3855 on the net asset value per share of the Company is as follows:

Section 3855 GAAP
NAV Adjustment NAV
As at December 31, 2006 $ 794 $ (0.05 $ 789
As at December 31, 2007 $ 779 $ (0.03) $ 776
Ratios and Supplemental Data
2007 2006 2005 2004 2003
Net assets (000's) ® $ 56,020 $ 32,553 $ 23,574 $ 22,526 $ 19,639
Number of shares outstanding @ 7,190,091 4,101,350 4,101,350 4,101,350 4,101,350
Management expense ratio @ 3.00% 3.31% 3.51% 3.33% 3.44%
Management expense ratio
excluding leverage costs @ 2.49% 2.65% 2.89% 2.70% 2.70%
Portfolio turnover rate 25.88% 30.88% 67.45% 72.22% 79.48%
Trading expense ratio © 0.33% 0.24% 0.58% 0.66% 0.70%
Closing market price ® $ 5096 $ 645 $ 435 $ 4.00 $ 360

(1) This information is provided as at December 31 of the year shown.

(2) 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 assets during the period.

(3) Leverage costs reflect interest on bank borrowings.

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

(5) 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.
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MANAGEMENT REPORT OF FUND PERFORMANCE (CONTINUED)

MANAGEMENT FEES

The Company pays a management fee that is calculated monthly at 1.5% per annum of the net asset value, excluding a
deduction for income tax liabilities. The Company's management fees were used by MMA to pay costs for managing the
portfolio and making investment decisions, as well as the provision of administrative services, including making brokerage
arrangements for the purchase and sale of securities, calculating the net asset value of the Company, maintaining financial and
corporate records, preparing financial statements and all required regulatory filings and assisting in promotion activities.
The officers of the Company are remunerated by MMA in their capacity as directors and/or officers of MMA and receive no
compensation from CWF.

PAST PERFORMANCE

The performance information shown does not take into account broker commissions or other fees potentially payable by
holders of the Company’s shares that could have reduced returns or performance. How the Company has performed in the past
does not necessarily indicate how it will perform in the future.

YEAR-BY-YEAR RETURNS

The following bar charts show the Company’s performance for each of the years shown, and illustrate how the Company’s
performance has changed from year to year. The bar charts show, in percentage terms, how much an investment made on the first
day of each year would have grown or decreased by the last day of each year.

The bar chart below illustrates CWF’s net asset value per share return. All net asset value returns are calculated based on the
Company’s NAVs (as opposed to the GAAP NAVs).
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ANNUAL COMPOUND RETURNS

This table shows the Company’s historical annual compound total returns for the periods indicated, compared to the MSCI
ACWI in both U.S. and Canadian dollars. The Index return is calculated on a total return basis, assuming that all distributions
are reinvested.

1 Year 3 Years 5 Years 10 Years
Canadian World Fund Limited - NAV -1.9% 12.4% 15.3% 2.2%
Canadian World Fund Limited - Market -7.6% 14.2% 18.0% 3.8%
Morgan Stanley Capital International All Country World Index (USD) 9.6% 12.3% 16.1% 5.9%
Morgan Stanley Capital International All Country World Index (CAD) -7.0% 5.2% 5.7% 2.0%

The MSCI ACWI is a free-float weighted-average equity index that provides a broad measure of performance of global equity markets.
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as at December 31, 2007

The following Net Asset Value data has all been presented using the NAV (as opposed to the GAAP NAV).

% of % of % of % of
Net  Investment Net  Investment
Assets* Portfolio Assets* Portfolio
Financials 36.7 321 Europe 28.3 24.7
Materials 22.8 20.0 Asia 28.1 24.6
Energy 16.1 14.1 Canada 279 244
Information Technology 11.8 10.3 United States 21.6 18.9
Consumer Discretionary 11.7 10.2 Latin America 6.5 5.7
Industrials 11.4 10.0 Australia 1.7 15
Consumer Staples 3.5 3.0 Africa 1.1 1.0
Utilities 1.2 1.1 Cash & Cash Equivalents 0.2 0.2
Cash & Cash Equivalents 0.2 0.2
% of % of
Net  Investment
Issuer Country Sector Assets* Portfolio
Apple Inc. U.SA. Information Technology 35 3.0
Deere & Company US.A Industrials 3.3 2.9
PT Bumi Resources Thk Indonesia Energy 3.1 2.7
Equinox Minerals Limited Canada Materials 2.9 2.5
Altius Minerals Corporation Canada Materials 2.6 2.2
Petrominerales Ltd. Canada Energy 25 2.2
Google Inc. US.A. Information Technology 2.4 2.1
SREI Infrastructure Finance Limited India Financials 2.4 2.1
HDFC Bank Ltd. India Financials 2.3 2.0
FCStone Group, Inc. U.S.A. Financials 2.3 2.0
Indiabulls Financial Services Limited India Financials 2.2 1.9
Autonomy Corporation plc U.K. Information Technology 2.2 1.9
AmRest Holdings N.V. Netherlands Consumer Discretionary 2.1 1.8
PT Timah Tbk Indonesia Materials 2.0 1.7
Mahindra & Mahindra Limited India Industrials 1.9 1.7
OMX AB (PUBL) Sweden Financials 1.9 1.7
Nagarjuna Construction Company Ltd. India Industrials 1.9 1.6
NYMEX Holdings Inc. U.S.A. Financials 1.9 1.6
Sberbank Russia Financials 1.9 1.6
Oslo Bors VPS Holding ASA Norway Financials 1.8 1.6
Financial Technologies (India) Ltd. India Financials 1.8 1.6
Central European Distribution Corporation Poland Consumer Staples 1.8 1.6
Freeport-McMoRan Copper & Gold Inc. U.SA. Materials 1.8 1.6
limia Mitonoptimal PLC U.K. Financials 1.8 15
Lojas Renner S.A. Brazil Consumer Discretionary 1.7 15
56.0* 48.6
Total Net Assets* ($000's) $56,020
Total Investment Portfolio ($000's) $63,983

* Total Net Assets represents Total Investment Portfolio adjusted for leverage in the form of bank indebtedness ($5.4 million), other assets and other
liabilities. Total Investment Portfolio includes a payable on securities purchased of $589,000.

The Summary of Investment Portfolio may change due to ongoing portfolio transactions of the Company. The most recent quarterly portfolio disclosure
may be obtained by visiting the Manager's web site at www.mmainvestments.com, by calling 416-366-2931 (Toll Free: 1-866-443-6097), or by writing to the
Company at 110 Yonge Street, Suite 1601, Toronto, Ontario, Canada, M5C 1T4.
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The accompanying financial statements have been prepared by
Management and approved by the Board of Directors of
the Company. Management is responsible for the information
and representations contained in these financial statements.

The Company maintains appropriate processes to ensure that
relevant and reliable financial information is produced.
The financial statements have been prepared in accordance
with Canadian generally accepted accounting principles and
include certain amounts that are based on estimates and
judgements. The significant accounting policies which
Management believes are appropriate for the Company are
described in note 1 to the financial statements.

The Board of Directors is responsible for reviewing and approving
the financial statements and overseeing Management's
performance of its financial reporting responsibilities.
An Audit Committee comprised of non-Management
Directors is appointed by the Board. The Audit Committee
reviews the financial statements, adequacy of internal controls,
the audit process and financial reporting with Management
and the external auditors. The Audit Committee reports to the
Board of Directors prior to the approval of the audited
financial statements for publication.

PricewaterhouseCoopers LLP, the Company's external
Auditors, who are appointed by the shareholders, audited the
financial statements in accordance with Canadian generally
accepted auditing standards to enable them to express to the
shareholders their opinion on the financial statements.
Their report is set out on this page.

M e

Vanessa L. Morgan Jonathan A. Morgan

February 7, 2008
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To the Shareholders of
Canadian World Fund Limited

We have audited the accompanying statements of net assets of
Canadian World Fund Limited (the Company) as at December
31, 2007 and 2006, the statement of investment portfolio as at
December 31, 2007 and the statements of operations, changes
in net assets and cash flows for the years ended December 31,
2007 and 2006. These financial statements are the responsibility
of the Company’s Management. Our responsibility is to
express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with Canadian
generally accepted auditing standards. Those standards require
that we plan and perform an audit to obtain reasonable
assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
Management, as well as evaluating the overall financial
statement presentation.

In our opinion, these financial statements present fairly, in all
material respects, the financial position of the Company as at
December 31, 2007 and 2006 and the results of its operations
and its cash flows for the years then ended in accordance with
Canadian generally accepted accounting principles.

%Wm@/am L~

Chartered Accountants, Licensed Public Accountants

Toronto, Canada

February 7, 2008



STATEMENTS OF NET ASSETS

As at December 31, 2007 and 2006 2007 2006
(in thousands of dollars, except per share amounts) $ $
Assets
Investments at market value (cost - $46,573; 2006 - $26,348) 64,186 38,298
Cash 110 658
Dividends receivable 34 22
Income taxes recoverable 106 -
64,436 38,978
Liabilities
Bank indebtedness (note 2) 5,399 4,101
Payable for securities purchased 589 -
Accounts payable and accrued liabilities 134 100
Income taxes payable - 66
Future income taxes on unrealized gain on investments (note 6) 2,520 2,158
8,642 6,425
Net Assets 55,794 32,553
Shareholders’ Equity
Capital stock (note 3) 39,220 20,507
Unrealized gain on investments, net of future income taxes 15,093 9,792
Retained earnings (notes 1 and 4) 1,481 2,254
55,794 32,553
Number of shares outstanding (note 3) 7,190,091 4,101,350
Net asset value per share (notes 1 and 9) 7.76 7.94

The accompanying notes are an integral part of these financial statements.

Approved by the Board of Directors

T o

Director Director

2007 ANNUAL REPORT | CANADIAN WORLD FUND LIMITED | 9



STATEMENTS OF OPERATIONS

For the years ended December 31, 2007 and 2006 2007 2006
(in thousands of dollars, except per share amounts) $ $
Investment income
Dividends 573 425
Interest 38 15
611 440
Withholding taxes on foreign dividends (43) (25)
568 415
Expenses
Management fees (note 5) 764 462
Interest 225 182
Custodial fees 98 58
Directors’ fees and expenses 79 63
Security holder reporting costs 47 45
Listing and regulatory 42 34
Audit fees 26 23
Legal fees 16 2
Independent review committee fees and expenses 12 -
Investor relations 11 15
Capital taxes 2 3
Other 20 17
1,342 904
Net investment loss before income taxes (774) (489)
Income tax recovery (note 6) 47 176
Net investment loss (727) (313)
Realized and unrealized gains on investments
Net realized gain on investments, 202 1,775
net of income taxes of $36 (2006 - $242)
Change in unrealized gain on investments,
net of increase in future income taxes of $404 (2006 - $1,815) 5,409 7517
Transaction costs on purchase and sale of investments (note 1) (148) -
Net gain on investments 5,463 9,292
Increase in net assets resulting from operations for the year 4,736 8,979
Increase in net assets resulting from operations per share 0.81 2.19

(based on weighted-average number of shares outstanding

during the year (note 3))

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF CHANGES IN NET ASSETS

For the years ended December 31, 2007 and 2006 2007 2006
(in thousands of dollars) $ $
Increase in net assets resulting from operations for the year 4,736 8,979
Net proceeds from subscription of rights (note 3) 18,713 -
Net increase in refundable dividend tax on hand (18) -
Increase in net assets during the year 23,431 8,979
Net assets, beginning of year (note 1) 32,363 23,574
Net assets, end of year 55,794 32,553
STATEMENTS OF CASH FLOWS
For the years ended December 31, 2007 and 2006 2007 2006
(in thousands of dollars) $ $
Cash provided by (used in):
Operating activities
Net investment loss (727) (313)
Purchase of investments (33,436) (9,982)
Proceeds of disposition of investments 13,367 10,990
Income tax provision included in net realized gain on investments (36) (242)
Transaction costs on purchase and sale of investments (note 1) (148) -
Net change in non-cash balances related to operations 439 (835)
(20,541) (382)
Financing activities
Increase in bank indebtedness 1,298 26
Net proceeds from subscription of rights (note 3) 18,713 -
Net increase in refundable dividend tax on hand (18) -
19,993 26
Net decrease in cash during the year (note 7) (548) (356)
Cash, beginning of year 658 1,014
Cash, end of year 110 658

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF INVESTMENT PORTFOLIO

As at December 31, 2007

NUMBER MARKET NUMBER MARKET
OR COST VALUE OR COST VALUE
PAR VALUE INVESTMENT $ $ PAR VALUE INVESTMENT $ $
(in thousands of dollars) (in thousands of dollars)
AFRICA (1.0%) EUROPE (24.6%)
58,814  Orca Exploration Group Inc., B 625 619 Europe, Excluding United Kingdom
TOTAL AFRICA 625 619 21,999  AmRest Holdings N.V. (Netherlands) 399 1,169
6,500  Bolsas y Mercados Espanoles (Spain) 353 437
ASIA (24.7%) 18,000 Central European Distribution
2000 Baid Inc.. ADR Corporation (Poland) 445 1,032
: “CL;,“”;’P’I “C"K . 0 20,000 IMAREX NOS ASA (Norway) 352 565
4,000 Ch( m; ongH T;lfg) Limiced 3 4,200 KBC Ancora (Belgium) 462 466
34, CEES /;’g ( 12 ings) Limiced, " o1 8,800 LUKOIL, ADR (Russia) 791 732
00 T ( ‘,“TT °Eg | ong) i Limied > 27,000 OMX AB (PUBL), (Sweden) 860 1,080
5 maini;a echnologies (India) Limice 106 Lo 2,800 Orco Property Group S.A. (Luxembourg) 208 328
10,000 HI;F“C ‘lg) Lo ADR (ndi ’575 1’2;3 39,000 Oslo Bors VPS Holding ASA (Norway) 207 1,035
50000 Indi “a“FA e s (a ‘E) » ) ,289 250,000 Sberbank (Russia) 512 1,028
: ! ‘I‘"‘ dl? § funancial services Limite , . 10,555,000  Uralsvyazinform (Russia) 596 642
(India) o ‘ 9 ’ 15,000 X5 Retail Group N.V., GDR (Russia) 285 526
50,000 Indiabulls Real Estate Limited (India) 76 940
20,000 Italian-Thai Devel Publi Total Europe,
920, ratian-that Development Fubuc Excluding United Kingdom (14.2%) 5,470 9,040
Company Limited, Foreign Reg
(Thailand) 308 250
2,125,000 Italian-Thai Development Public United Kingdom
ComPany Limited, NVDR 70,000  Autonomy Corporation plc 475 1,213
(Thailand) 640 577 .
50,000 Mahindra & Mahindra Limited (India) 407 1,074 75.000 Detica Group ple 261 32
120’000 Na m' ra c — r'a 1rCmte nLIad ’ 41,000 Hochschild Mining plc 337 348
) a(g}arc]]l.lf;ﬁ onstruction Ompﬁny td. 363 | 065 507000 Hornby plc 300 229
T " i o Lud : - ot 250,000  Iimia Mitonoptimal PLC 1,387 980
’ {nrendo 20, At ’ (]/fipanA , i 21,803 London Stock Exchange Group plc 588 846
40,200 Pantaloon Retail (India) Limited (India) 311 842 .
. ) 158,500 M&C Saatchi 516 385
2,750,000 PT Bumi Resources Tbk (Indonesia) 630 1,718 . .
. ) 75,000  Numis Corporation Plc 170 364
371,500 PT Timah Tbk (Indonesia) 809 1,120 .
65.300 Siam C Public C Limited 50,000 Petrofac Limited 460 539
: m? ?meq{ u(Tl; ‘fmg)any imied, S5 S0 735,000 PLUS Markets Group plc 480 281
209,500 SRE‘I’T”?“ . ;’ o i 230,000 Serica Energy PLC 317 428
’ T dr,l ;‘astructure fnance Limite 754 1,369 112,500  The Stanley Gibbons Group Limited 116 461
231,000 T Glove Corporation BHD (Malaysia) 635 pre 75,000 Topps Tiles Ple 24 259
20000 \;P ‘)L‘fe ,Orj"’rl;‘;“(l . aaysia 209 0 Total United Kingdom (10.4%) 5,701 6,636
: 1pro ~imited, ndu TOTAL EUROPE 15,171 15,676
TOTAL ASIA 9,041 15,718
LATIN AMERICA (5.7%)
AUSTRALIA (1.5%)
85,000 Brascan Residential Properties S.A.
300,000 Bannerman Resources Ltd. 1,026 944 (Brazil) 739 519
TOTAL AUSTRALIA 1,026 944 180,000  Grupo Financiero Banorte, S.A.B.
de C.V. (Mexico) 300 728
135,000  Grupo Mexico S.A. de C.V., B (Mexico) 281 838
47,500 Lojas Renner S.A. (Brazil) 360 955
456,000 SARE Holding, S.A. de C.V., B
(Mexico) 326 586
TOTAL LATIN AMERICA 2,006 3,626

The accompanying notes are an integral part of these financial statements.
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As at December 31, 2007

NUMBER MARKET NUMBER MARKET
OR COST VALUE OR COST VALUE
PAR VALUE INVESTMENT $ $ PAR VALUE INVESTMENT $ $
(in thousands of dollars) (in thousands of dollars)
NORTH AMERICA (43.4%)
TRANSACTION COSTS (NOTE 1) (146) -
Canada TOTAL INVESTMENTS (100.7%) 46,573 64,186
50,000  Altius Minerals Corporation 987 1,438 CASH & CASH EQUIVALENTS (0.2%) 110 110
98,600  Augusta Resource Corporation 390 426 PAYABLE ON SECURITIES
500,000 Bayou Bend Petroleum Led. 1,178 260 PURCHASED (-0.9%) (589) (589)
19,500  Bourse de Moncréal Inc. 591 760 INVESTMENT PORTFOLIO (100.0%) 46,094 63,707
256,500 BrazAlta Resources Corp. 363 172
70,000 CAE Inc. 978 927 Percentage amounts in brackets represent market value as a
700,000 Chariot Resources Limited 230 623 percentage of the Investment Portfolio.
660,000 El Nino Ventures Inc. 475 594
330,000 El Nino Ventures Inc., RECONCILIATION OF INVESTMENT
warrants 02/28/2009 119 106 PORTFOLIO TO NET ASSETS:
300,000 Equinox Minerals Limited 264 1,638
15,000 Harry Winston Diamond Corporation 677 487 INVESTMENT PORTFOLIO (114.2%) 63,707
400,000 International Nickel Ventures BANK INDEBTEDNESS (-9.7%) (5,599)
Corporation 482 360 FUTURE INCOME TAXES ON
10,000 IncerOil Corporation 325 192 UNREALIZED GAIN ON INVESTMENTS (-4.5%) (2,520)
30,000 Logibec Groupe Informatique Ltd. 411 667 SI?Ei:&]:SiET?()j:‘)I\(I)I’)( )LIABILITIES’ NET (0.0%) = 792
32,120 Lundin Mining Corporation 150 305 — — :
150,000 Nautilus Minerals Inc. 748 557 .
7000 Niko Resources Led. 303 623 Percentage amounts in brackets represent market value as a
70,000  Petrominerales Led. 263 1,397 percentage of Net Assets.
90,000  Plutonic Power Corporation 616 672
200,000 Roca Mines Inc. 621 616
92,500  Silvercorp Metals Inc. 834 861
50,000 Skye Resources Inc. 451 388
400,000  Stratic Energy Corporation 481 344
150,000 Ur-Energy Inc. 663 525
186,600 Zongshen PEM Power Systems Inc. 714 584
Total Canada (24.4%) 13,314 15,522
United States
25,000  Alcoa Inc. 1,125 902
10,000  Apple Inc. 784 1,957
20,000 Deere & Company 1,428 1,838
27,750  FCStone Group, Inc. 672 1,261
10,000  Freeport-McMoRan Copper & Gold Inc. 798 1,010
50,000  General Moly, Inc. 241 577
2,000  Google Inc., A 842 1,366
7,000  Harley-Davidson, Inc. 471 323
15,000 Investment Technology Group, Inc. 697 704
50,000  Jones Soda Co. 839 366
8,000 NYMEX Holdings Inc. 1,117 1,055
4,000 NYSE Euronext 310 346
10,000  Sothebys 212 376
Total United States (19.0%) 9,536 12,081
TOTAL NORTH AMERICA 22,850 27,603

The accompanying notes are an integral part of these financial statements.
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December 31, 2007 and 2006

These financial statements, prepared in accordance with Canadian generally accepted accounting principles (GAAP), include
estimates and assumptions that affect the reported amounts of assets, liabilities, income and expenses during the year.
Actual results could differ from these estimates. The following is a summary of significant accounting policies followed by
Canadian World Fund Limited (the Company).

Adoption of new accounting standards

On April 1, 2005, The Canadian Institute of Chartered Accountants issued Section 3855, “Financial Instruments - Recognition
and Measurement.” This section applies to the Company’s fiscal year ended December 31, 2007. Section 3855 requires that the
fair value of financial instruments, which are traded in active markets, be measured based on the bid price for the securities.
Previously, fair value for Canadian GAAP was based on the last traded price for the day, when available.

National Instrument 81-106 (N1 81-106), “Investment Fund Continuous Disclosure,” which was issued by the Canadian Securities
Administrators (CSA) in 2005, requires the daily net asset value (NAV) of an investment fund to be calculated in accordance
with GAAP. However, the CSA granted relief for investment funds complying with Section 3855, for purposes of their regular
NAV calculation. The relief was granted to permit further review of the impact of Section 3855 and is effective until the earlier
of September 30, 2008 or the date on which proposed amendments to N1 81-106 come into effect. Accordingly, the Company
applies the requirements of Section 3855 for financial statement reporting purposes only.

In accordance with the relief granted by the CSA, a reconciliation between the regular NAV calculation and the NAV calculated
in accordance with Section 3855 (GAAP NAV) is required to be disclosed in the notes to the financial statements. Refer to note
9 for this reconciliation as at December 31, 2007. The provisions of Section 3855 have been applied retroactively without
restatement of prior periods. Accordingly, the opening net assets balance in the statement of changes in net assets for the year
ended December 31, 2007 has been adjusted from $32,553,000 to $32,363,000 and the opening retained earnings balance in note
4 for the year ended December 31, 2007 has been adjusted from $2,254,000 to $2,172,000.

Section 3855 also requires that transaction costs, such as brokerage commissions, incurred in the purchase and sale of
investments, be recorded as an expense in the statement of operations. Prior to 2007, the practice was to add these expenses to
the cost of securities purchased or to deduct them from the proceeds of sale. There are no income tax implications and no impact
on the NAV of the Company in using either of these methods.

Valuation of investments

Publicly listed securities are valued at the most recent bid price. Unlisted securities that trade on an over-the-counter market and
other securities, in special circumstances where a market quotation is not readily available or is considered inappropriate (such as
a stale price), are fair valued using available sources of information and commonly used valuation techniques.

Investment transactions

Investment transactions are recorded on the trade date. Realized gains and losses from investment transactions are calculated on
an average cost basis.

Investment income
Dividend income is recorded on the ex-dividend date. Interest income is recognized as earned.

Foreign exchange

Assets and liabilities denominated in foreign currencies are translated into Canadian dollars at year-end exchange rates. Purchases and
sales of investments, investment income and expenses are calculated at the exchange rates prevailing on the dates of the transactions.

Future income taxes

The Company follows the asset and liability method of accounting for income taxes. Future income tax assets and liabilities are
measured using rates expected to apply to taxable income in the years in which the temporary differences are expected to be settled.
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The Company has a revolving demand credit facility of $8.0 million, comprising term loans, subject to specified covenants, with
interest based on the prime bankers’ acceptance rate. The bank indebtedness has a combined weighted-average interest rate of
5.24% per annum as at December 31, 2007 (2006 - 4.95% per annum) and is repayable over various maturity dates in 2008.

During 2007, the Company utilized between $2.5 and $5.4 million (2006 - $4.1 million) of its revolving demand credit facility.

The Company is authorized to issue unlimited preferred shares issuable in series and an unlimited number of common shares.
As at December 31, 2007, there are 7,190,091 (2006 - 4,101,350) common shares issued and outstanding.

Changes in the number of common shares of the Company outstanding for the years ended December 31 were as follows:

(in thousands of dollars) (in thousands of dollars)
Balance, beginning of year 4,101,350 20,507 4,101,350 20,507
Subscription of rights 3,088,741 18,713 - -
Balance, end of year 7,190,091 39,220 4,101,350 20,507

A one-for-one rights offering that was originally announced by the Company on April 19, 2007 closed on June 7, 2007.
Under the terms of the final short form prospectus that was filed on April 27, 2007, each shareholder of record of the Company
on May 8, 2007 received one right for each common share held, with each right entitling the holder to purchase one common
share at the price of $6.25 until 4:00 p.m. (Toronto time) on June 5, 2007. Holders of rights were also entitled to subscribe pro
rata for additional common shares, if available, that were not subscribed for initially, on or before the expiry date.

As a result of the offering, 3,088,741 shares were issued for net proceeds of $18,713,000 (net of costs associated with the offering
of $592,000).

The weighted-average number of common shares outstanding for the year ended December 31, 2007 was 5,869,972
(2006 - 4,101,350).

The changes in retained earnings for the year were as follows:

(in thousands of dollars)

Retained earnings, beginning of year (note 1) 2,172 792
Net investment loss (727) (313)
Net realized gain on investments, net of transaction costs 54 1,775
Net increase in refundable dividend tax on hand (18) -
Retained earnings, end of year 1,481 2,254

Management fees are paid monthly to Morgan Meighen & Associates Limited, a corporation under common control with the
Company, for services received in connection with the management of the Company’s financial accounts and investment
portfolio among other services. Management fees are calculated on a monthly basis at the annual rate of 1.5% of NAV without
a deduction for income tax liabilities. Values for fee calculation purposes are determined on the basis of the financial statements
of the Company as at the last day of the applicable month.

2007 ANNUAL REPORT | CANADIAN WORLD FUND LIMITED |



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

6 TAXATION

The Company, as a public corporation, is subject to income taxes on its net investment income and net realized gain on
investments at the rates of approximately 36% (2006 - 36%) and 18% (2006 - 18%), respectively. Taxable dividends receivable
from taxable Canadian corporations, as defined by the Income Tax Act (Canada), are excluded from taxable income. The effective
income tax rate for future income taxes is approximately 17% (2006 - 18%).

Included in future income taxes on unrealized gain on investments is a future income tax asset for non-capital losses carried
forward of $249,000, which will expire in 2027.

In 2006, the Company utilized a capital loss carry-forward of approximately $676,000, the benefit of which was recorded as a
reduction to the prior year’s future income tax liability and was applied to reduce income taxes on realized gains in 2006.

The Company is also subject to a special tax of up to 33-1/3% of taxable dividends received from corporations resident in
Canada. This special tax is refundable on payment of taxable dividends to shareholders at a rate of $1 for each $3 of such
dividends paid. The Company has refundable dividend tax on hand of approximately $28,000 as at December 31, 2007
(2006 - $10,000).

7 SUPPLEMENTAL CASH FLOW INFORMATION
Included in the net decrease in cash during the year are the following:

2007 2006
(in thousands of dollars) $ $
Interest paid 225 181
Income taxes paid 131 -

8 BROKERAGE COMMISSIONS PAID ON INVESTMENT TRANSACTIONS
Brokerage commissions paid on investment transactions for the year ended December 31, 2007 were $148,000 (2006 - $66,000).

9 RECONCILIATION OF NAV

In accordance with the relief granted by the CSA, a reconciliation between NAV and GAAP NAV is required. For investments
that are traded in an active market, Section 3855 requires that bid prices be used in the fair value of investments, rather than the
use of the last traded price as currently used for the purpose of determining NAV. This change, together with the resulting impact
on the future income taxes on unrealized gain on investments, accounts for the difference between NAV and GAAP NAV.

The impact of the adoption of Section 3855 on the NAV of the Company as at December 31, 2007 is as follows:

GAAP

Section 3855 GAAP NAV NAV

Net assets adjustment net assets per share per share

(in thousands of dollars, except per share amounts) $ $ $ $ $
56,020 (226) 55,794 779 7.76

10 FUTURE CHANGES IN ACCOUNTING STANDARDS

The new CICA Handbook Sections 3862 and 3863 replace Handbook Section 3861, “Financial Instruments - Disclosure and
Presentation”, revising and enhancing its disclosure requirements, and carrying forward unchanged its presentation requirements.
These new sections place increased emphasis on disclosures about the nature and extent of risks arising from financial instruments
and how the Company manages those risks. The new standards apply to interim and annual financial statements relating to
fiscal years beginning on or after October 1, 2007, specifically January 1, 2008 for the Company. This standard will impact the
Company’s disclosures provided but will not affect the Company’s net assets.
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