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CANADIAN WORLD FUND AT JUNE 

WAS STILL AHEAD OF THE GLOBAL

BENCHMARK. Net asset value per

share (NAV) was down .% in 

comparison with a decline of .%

year-to-date for the Morgan Stanley

All-Country World Free Index,

expressed in Canadian dollars.

CWF’s NAV declined to $. at the end of the quarter from $. at March , .

However, given volatile global conditions, our portfolio is positioned to regain 

the high ground on the next upswing. We are largely focussed on special situations

and to a lesser extent the economic and political events in individual country 

markets and associated extremes of volatility. Good buys are to be found in all 

markets, not least in Russia, China, Japan and among international companies based

in Canada. The potential for strong gains and rebounds is evident. For example,

British Energy PLC, our biggest current setback, is a strong beneficiary of Ontario

and U.S. nuclear power redevelopment and is the lead contender for nuclear power

management in other countries. What it now needs is the next recovery trend in

electricity prices in the U.K., its home market.

In the latest quarter in Europe, we purchased Arcelor NPV, the world’s leader in

steel, and Autoroutes du Sud de la France, the toll roads giant privatized in April.

We exchanged Enterprise Oil PLC, at the take-out premium, for BG Group PLC,

the remaining major energy play in the U.K. We purchased Bang & Olufsen A/S in

Denmark and also NEG Micon A/S, the wind power turbine manufacturer.

In Japan, we were attracted to Taisei Lamick Co. Ltd., a newly public company

important in film packaging materials and machinery. Further purchases are %

 Financials .

 Consumer Staples .

 Consumer Discretionary .

 Materials .

 Health Care .

 Industrials .

 Utilities .

 Information Technology .

 Energy .

* Using the Global Industry Classification 

Standard developed by Morgan Stanley

Capital International and Standard & Poor’s.

W E I G H T I N G O F P O RT F O L I O

I N V E S T M E N T S AT M A R K E T *

June , 










 


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contemplated in Japan where “second tier” domestic economy stocks have been

convincing outperformers.

In the U.K., we invested in Corin Group PLC, a company recently offered to 

the public which has % of the home market in metal to metal hip and knee

replacements. It has a profitable  year history, ambitious U.S. expansion plans 

and is well established in Germany, Japan and Australia, both in aging population 

segments and, somewhat ironically, among mainly younger fitness enthusiasts 

who are experiencing accelerated joint wear and tear.

Canadian holdings with international activities have been stepped up – Cinram

International Inc., a DVD play; Imax Corporation, the wide screen entertainer,

for its revival potential; Magna Entertainment Corp. which is expanding in race

track ownership in the U.S.; and, Repadre Capital Corporation which is a developing

resources royalties play in Canada, Africa and elsewhere. We also recognize that 

the Canadian dollar could continue its uptrend, in response to the attraction of the

economy and moderate increases in interest rates.

CWF is a widely diversified bottom-up fund that stands virtually alone on the TSX

for consideration by investors who want a global investment at a deep discount to

net assets.

Dividend paying securities are favored in our work toward achieving total return.

We have strong research connections in all world markets to support our search for

growth and income prospects.

CWF was presented by the Manager at investor relations meetings at many 

financial advisory and broking offices through the period under review in order 

to encourage interest in the Company.

Vanessa L. Morgan, Chairman Michael A. Smedley, President

%

TVX Gold Inc. - Canada .

Mercator Poslovni Sistem

- Slovenia .

Cheung Kong (Holdings) 

Limited 

- China/Hong Kong .

Weight Watchers 

International, Inc.

- United States .

Pilkington PLC

- United Kingdom .

Anglo Irish Bank Corporation

- Ireland .

Companhia de Bebidas das 

Americas (Ambev) - Brazil .

Grupo Aeroportuario del Sureste 

S.A. de C.V. - Mexico .

Euro-Asia Agricultural (Holdings)

Company Limited

- China/Hong Kong .

Alliance & Leicester PLC

- United Kingdom .

Total .

TO P T E N I N V E S T M E N T S *

AT M A R K E T

Excluding cash

June , 

* Portfolio details on pages 8-











%

 North America .

 Europe (excluding U.K.) .

 United Kingdom .

 Asia .

 Latin America .

G E O G R A P H I C W E I G H T I N G O F

P O RT F O L I O I N V E S T M E N T S

AT M A R K E T

June , 
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C O M PA R I S O N O F M A R K E T

P R I C E TO NAV

Twelve months ended June , 







$ 





June ,


June ,


Net Asset Value per Share (NAV)

Market Price per Share

Despite the negative impact of weak international markets on the portfolio 

values of Canadian World Fund Limited (CWF) during the second quarter of

 and a strengthening Canadian dollar, CWF continued to well outperform 

its benchmark.

Net Assets

At quarter-end, CWF’s net assets were $,,, down .% and .% from March

,  and year-end , respectively, outperforming the Corporation’s 

benchmark, the Morgan Stanley All-Country World Free Index. The index was down

.% and .% for the corresponding periods. All returns are expressed in

Canadian dollar terms, reflecting the .% appreciation of the Canadian dollar 

vis-à-vis the U.S. dollar for the first six months of . The Corporation does not

employ currency hedging, but is well diversified by country, region and theme.

On a per share basis, the related net asset values per share at June , , March ,

 and December ,  were $., $. and $..

Bank borrowings employed for leverage purposes have remained at the $. million

level throughout . The weighted average borrowing rate was .% at June ,

, significantly lower than the .% rate at June , .

Operations

CWF had net investment income of $, for the first six months of ,

a significant improvement on the net investment loss of $, for the same 

period in .

Total investment income for the three and six-month periods to June , 

increased by .% and .%, respectively, from the corresponding periods 

in . The increase primarily resulted from the receipt of dividends from Grupo

Aeroportuario del Sureste S.A. de C.V., including an extraordinary dividend 

received in June . Dividends from this security represented approximately

.% of total dividend income earned in the first six months of . In addition,

significant dividends were received from holdings purchased in late  and 

early , including Standard Chartered PLC, Ekornes ASA and Euro-Asia

Agricultural (Holdings) Company Limited.

A N N U A L R E P O R T    M A NAG E M E N T ’ S D I S C U S S I O N A N D A NA LY S I S
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P R E M I U M /( D I S C O U N T )
TO NAV

Twelve months ended June , 

June ,


June ,


-

-

-

-

% -

Percent Premium/(Discount)

Total expenses for the three and six-month periods to June  this year decreased 

by .% and .%, respectively, primarily as a result of lower management fees

and interest costs. Management fees were down .% and .%, respectively,

as a result of the decline in portfolio value. Management fees are calculated 

in arrears at .% per annum of net asset value without a deduction for tax 

liabilities. Interest expense was .% and .% lower than the three and six-

month periods to June ,  due to declining interest rates.

No income tax recovery was recorded for the realized loss on investments incurred

in the first six months of . Since CWF is in a taxable loss situation for 

accounting purposes, the Corporation does not meet the defined criteria required 

to recognize a recovery. In addition, no income tax provision was recorded 

for the net investment income incurred in the first two quarters this year, since

CWF had carryforward losses available from prior years.

In the current quarter, the net realized gain on investments was $, as 

compared to a gain of $, in the second quarter of . On a year-to-date

basis, the net realized loss on investments in  and  was $, and

$,, respectively. As a result of the decline in market values and realization 

of gains on investments in the second quarter of 2002, the unrealized loss on 

investments increased by $,, in the period, compared to a corresponding

increase of $,, last year. As at June , , CWF had an unrealized 

loss investments of $,, as compared to an unrealized loss of $, at 

the  year-end.

Discount

CWF’s market price per share closed the quarter at $., down .% from 

March ,  and .% from the end of last year, while the average market price

for the quarter was $.. The discount to net asset value per share (NAV) ranged

from .% to .% during the second quarter, closing at .%, up from the .%

level at the end of the first quarter of this year and .% at year-end.

Outlook

CWF’s primary objectives will continue to be the maintenance of a diversified 

portfolio with bottom-up stock selection while minimizing volatility. Income 

generating securities and Canadian investments are components of the strategy,

which is mainly intended to provide investors with a position in the global market.
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As at As at As  at

June , December , June ,

(in thousands of dollars, except per share amounts)   

(Unaudited) (Audited) (Unaudited)

$ $ $

Assets

Investments , , ,

Cash  ,  

Receivable on securities sold ‒  ‒

Accrued interest and dividends    

Income taxes recoverable    

, , ,

Liabilities

Bank indebtedness , , , 

Payable on securities purchased ‒ , 

Accounts payable and accrued liabilities    

, , ,

Net Assets , , ,

Shareholders’ Equity

Capital stock , , ,

Unrealized loss on investments () () ()

Retained earnings (deficit) (,) (,) 

, , , 

Number of shares outstanding ,, ,, ,, 

Net asset value per share . . .

Note to Financial Statements

The accompanying financial statements should be read in conjunction with the notes to the company’s audited financial statements for the year

ended December , . These interim financial statements follow the same accounting policies and methods of their application as the most

recent annual financial statements.

A N N U A L R E P O R T    S TAT E M E N T S O F N E T A S S E T S
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(Unaudited) Three months ended Six months ended

June , June , June , June ,

(in thousands of dollars)    

$ $ $ $

Investment income

Dividends     

Interest    

   

Expenses

Management fees     

Interest    

Directors’ fees    

Other     

    

Investment income (loss) before income taxes    ()

Income tax provision (recovery) ()  () 

Net investment income (loss)  ()  ()

Realized and unrealized gain (loss) on investments

Net realized gain (loss) on investments   () ()

Change in unrealized depreciation of investments (,) (,) () (,)

Net loss on investments (,) (,) () (,)

Decrease in net assets resulting from operations (,) (,) () (,)

A N N U A L R E P O R T    S TAT E M E N T S O F O P E R AT I O N S

(Unaudited) Three months ended Six months ended

June , June , June , June ,

(in thousands of dollars)    

$ $ $ $

Retained earnings (deficit) – Beginning of period (,) () (,) 

Net investment income (loss) for the period  ()  ()

Net realized gain (loss) on investments   () ()

Provision for refundable dividend tax on hand () ‒ () ‒

Retained earnings (deficit) – End of period (,)  (,) 

A N N U A L R E P O R T   S TAT E M E N T S O F R E TA I N E D E A R N I N G S (D E F I C I T )
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(Unaudited) Three months ended Six months ended

June , June , June , June ,

(in thousands of dollars)    

$ $ $ $

Decrease in net assets resulting from operations (,) (,) () (,)

Increase in refundable dividend tax on hand () ‒ () ‒

Net assets – Beginning of period , , , , 

Net assets – End of period , , , ,

A N N U A L R E P O R T    S TAT E M E N T S O F C H A N G E S I N N E T A S S E T S

(Unaudited) Three months ended Six months ended

June , June , June , June ,

(in thousands of dollars)    

$ $ $ $

Proceeds from disposition of investments , , , ,

Investments at cost, beginning of period , , , ,

Investments purchased during the period , , , ,

Investments at cost, end of period (,) (,) (,) (,)

Cost of investments disposed of during the period , , , ,

Realized gain (loss) on disposition of

investments before income taxes   () ()

Income tax on realized net taxable capital gains ‒  ‒ ‒

Net realized gain (loss) on investments   () ()

Change in unrealized depreciation of investments (,) (,) () (,)

Net loss on investments (,) (,) () (,)

A N N U A L R E P O R T    S TAT E M E N T S O F N E T LO S S O N I N V E S T M E N T S
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                         

A S I A –   . %

, Cheung Kong (Holdings) Limited 

(China/Hong Kong) $   $  

, China Rare Earth Holdings Limited 

(China/Hong Kong)  

, Convenience Retail Asia Limited 

(China/Hong Kong)  

, Dr. Reddy’s Laboratories Limited 

ADR (India)  

,, Euro-Asia Agricultural (Holdings)

Company Limited 

(China/Hong Kong)  

, ICICI Bank Limited ADR (India)  

, Taisei Lamick Co., Ltd. (Japan)*  

, Xinao Gas Holdings Limited 

(China/Hong Kong)  

TOTA L A S I A , ,

E U RO P E – .%

Europe Excluding United Kingdom

, Anglo Irish Bank Corporation 

PLC (Ireland)  

, Arcelor SA (France)*  

, Autoroutes du Sud de la France 

SA (France)*  

, Bang & Olufsen A/S B (Denmark)*  

, Converium Holding AG ADR 

(Switzerland)  

, Ekornes ASA (Norway)  

, Interbrew S.A./N.V. (Belgium)  

, Mercator Poslovni Sistem (Slovenia)  

, NEG Micon A/S (Denmark)*  

, Oslo Bors Holding ASA (Norway)  

A N N U A L R E P O R T    S TAT E M E N T O F I N V E S T M E N T S

June , 

Number of

Shares or Market

Par Value Investment Cost Value

(in thousands of dollars)

, Renault S.A. (France) $   $  

, Union Fenosa, S.A. (Spain)  

, Wimm-Bill-Dann Foods OJSC 

ADR (Russia)  

Total Europe (Excluding 

United Kingdom) – .% , ,

United Kingdom

, Alliance & Leicester PLC  

, BG Group PLC*  

, Bloomsbury Publishing PLC  

, British Energy PLC   

, Centrica PLC  

, Corin Group PLC*  

, The Establishment Investment 

Trust PLC  

, Goshawk Insurance Holdings PLC  

, Legal & General Group PLC  

, Pilkington PLC  

, Shire Pharmaceuticals Group PLC  

, Standard Chartered PLC  

, Tesco PLC  

Total United Kingdom – .% , ,

TOTA L E U RO P E , ,

LAT I N A M E R I C A – .%

, Bunge Limited (Argentina)  

, Companhia de Bebidas das Americas 

(Ambev) ADR preference shares 

(Brazil)  

, Grupo Aeroportuario del Sureste S.A.

de C.V. ADR (Mexico)  

TOTA L LAT I N A M E R I C A , ,

Number of

Shares or Market

Par Value Investment Cost Value

(in thousands of dollars)
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                         

Number of

Shares or Market

Par Value Investment Cost Value

(in thousands of dollars)

S T AT E M E N T O F I N V E S T M E N T S (continued)

N O RT H A M E R I C A – .%

Canada

, Cinram International Inc.* $   $  

, Imax Corporation*  

, Magna Entertainment Corp. A*  

, Noranda Inc.  

, Repadre Capital Corporation*  

, Sun Gro Horticulture Income Fund  

, TVX Gold Inc.  

Total Canada – .% , ,

United States

, Amgen Inc.  

, Arch Coal, Inc.  

, Carolina Group  

, The Charles Schwab Corporation  

, deCODE GENETICS, INC.  

, Handspring, Inc.  

, Kraft Foods Inc.  

, Navigant International, Inc.  

, Pfizer Inc.  

, The Robert Mondavi Corporation A  

, UTStarcom, Inc.  

, Weight Watchers International, Inc.  

Total United States – .% , ,

TOTA L N O RT H A M E R I C A , ,

TOTA L I N V E S T M E N T S – .%

– June ,  $ , $ ,

– December ,  $ , $ ,

– June ,  $ , $ ,

Changes from March , : * New Holdings; + Increased Holdings
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                          

O F F I C E O F T H E C O M PA N Y

 Yonge Street, Suite 

Toronto, Ontario, Canada   

Telephone: () -

Toll Free: ---

Fax: () -

e-mail: cwffund@mmainvestments.com

website: www.mmainvestments.com

M A NAG E R

Morgan Meighen & Associates Limited

Toronto 

AU D I TO R S

PricewaterhouseCoopers LLP

Toronto 

BA N K E R S

Bank of Montreal

Toronto 

S O L I C I TO R S

Blake Cassels & Graydon LLP

Toronto

C A NA D I A N R E G I S T R A R A N D

T R A N S F E R AG E N T

Computershare Trust Company 

of Canada

 University Avenue, th Floor

Toronto, Ontario, Canada   

Toll Free: ---

Fax: () -

e-mail: mmamail@computershare.com

To change your address, eliminate

multiple mailings or for other 

shareholder account inquiries, please

contact Computershare at the above

address.

S T O C K E X C H A N G E L I S T I N G

The Toronto Stock Exchange

Trading symbol: CWF

S T O C K D AT A

June , :

Price $  .

Net Asset Value $  .

Discount .%

P U B L I C AT I O N

Net asset value per share (NAV) and/

or market price, market return, and 

discount information are published

daily/weekly in various media in Canada

and the United States. These include:

Globe and Mail, National Post, New

York Times, Wall Street Journal and

Barron’s.

The Corporation posts ongoing top 

 portfolio investments (priced at 

market), together with current discount

and market return information on its

website. Similar information is available

directly from the Corporation upon

request.

The Corporation is a founding member 

of the Closed-End Fund Association

(‘CEFA’) in North America.

C O R P O R AT E I N F O R M AT I O N

C A NA D I A N WO R L D F U N D L I M I T E D

Designed and produced by Stratagem Marketing & Design | www.stratagem.on.ca
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