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Canada’s economy remained strong, and in June, the Bank of Canada increased its

Executive summar
y target for the overnight lending rate to 0.5% from 0.25%.

e Series A units of the fund ended

the second quarter with a

gain of 2.30%, while the DEX
Universe Bond Index, which
tracks Canadian government and
corporate bonds, gained 2.93%.

Government bonds had a strong
second quarter, followed by
investment-grade corporate bonds,
while investors moved away from
high-yield debt.

72.8% of assets were invested in
Canadian bonds, and 94.9% of
assets were in Canadian dollars.

Capital International — Canadian Core Plus Fixed Income

The Canadian dollar lost ground to the yen and the U.S. dollar, while it rose versus the
euro, strengthening nearly 5% over the quarter.

The sovereign debt crisis in Europe caused investors worldwide to seek refuge in higher
quality investments. Government bonds, especially U.S. Treasuries, posted solid gains,

as did investment-grade corporate bonds, while lower quality corporate bonds stumbled
in the second quarter.

Portfolio review

* The portfolio’s primary focus continues to be capital preservation and income
generation, although portfolio managers increased exposure to corporate debt
somewhat as business conditions improved during the period. Government and
provincial bonds made up 70.2% of the portfolio, while investment-grade corporate
bonds made up 21.4%, up from 18.5% three months ago.

 The portfolio included bonds from Canada (72.8%); the U.S. (10.8%); Germany
(3.8%); the U.K. (2.0%); Denmark (1.2%); and a variety of smaller positions in other
countries.

* The Fund'’s fourth-largest holding, Capital International Fund — CIF Global High Income
Opportunities Fund, a Luxembourg-based fund managed by an affiliate of the Fund
manager, stood at 7.1% of assets at the end of June, down from 9.2% at the end of
December. This underlying fund invests in corporate high-yield and emerging markets
bonds from a variety of countries, including the United States, Brazil, Turkey and
Mexico. Through this holding, the fund gains exposure to an important source of yield,
as well as relative values, since bond markets in the developing world have weathered
the recession well.

* Total exposure to the Canadian dollar stood at 94.9%. The fund uses forward currency
contracts to manage its exposure to other currencies.

Long-term perspective

With economic recovery under way in Canada, additional short-term interest rate
increases are likely in the second half of 2010. The fund’s portfolio managers are
prepared to move toward a more defensive interest rate structure if higher yields appear
imminent, but long-term rates have remained relatively stable up to this point.

So far, there has been little transmission of European credit problems to North America.
Bank lending, levels of trade and signs of economic recovery have been mostly
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unaffected, while commodity prices are modestly lower. The fund’s portfolio managers
continue to hold European government bonds, primarily from Germany, France and the
Netherlands, since the prospect of inflation in those countries remains low.

Portfolio description
Capital International — Canadian Core
Plus Fixed Income fund is a broadly

The portfolio’s mandate is to provide steady income, capital preservation and long-term diversified bond fund that has the
total return consistent with prudent management by investing mainly in a broad range flexibility to invest in investment-
of Canadian and global fixed-income securities. This conservative strategy is in keeping grade and below investment-grade
with the Capital organization’s strengths: managing portfolios based on careful, cautious bonds on a global basis.

research with a global focus.

Investment objective

The objective of the portfolio is

to provide steady income, capital
preservation and long-term total
return consistent with prudent
management by investing mainly in a
broad range of Canadian and global
fixed-income securities.

Other portfolio characteristics

e A minimum of 50% of assets are
invested in Canadian investment-
grade bonds as measured at the
time of investment.

* May invest in both investment-
grade and high-yield securities
from issuers in developed and
developing countries.

e Uses forward currency contracts
to manage the risk of foreign
currency fluctuations.

Portfolio managers
Years in Years with
profession Capital

Mark A. Brett 31 16
James R. Mulally 34 30

As of December 31, 2009.
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Top 10 holdings Portfolio characteristics Asset type*

% of portfolio Yield
Canada Govt C$ Bond 5.75% 13.4% 3.6%
06/01/29
Canada Govt C$ Bond 5.25% 10.8 1.3
06/01/12
Canada Housing Trust C$ 7.9 1.4
4.0% 06/15/12
CIF Global High Inc Op 7.1 6.8
(CIF-GHIO) Class C US$
Quebec Prov C$ 9.375% 3.6 4.3
01/16/23
Newfoundland C$ 5.25% 3.4 2.6
06/04/14
New Brunswick C$ Deb 6.75% 3.3 3.5
06/27/17
Deutschland Rep Eur 4.25% 2.9 2.3
07/04/18
Canada Housing Trust C$ 2.3 3.5
4.10% 12/15/18
U.S. Treasury Note 3.875% 2.3 0.8

02/15/13

'For combined series.

Assets ($ mil): $28.01
Total bond holdings 76
Top 10 bond holdings as % of:

Capital International — Canadian

Core Plus Fixed Income 57.00%

DEX Universe Bond Index —
Portfolio turnover rate 56.43%
Trading expense ratio —
Effective duration (years)? 5.88
Current yield 4.84%
Yield to work out? 3.21%

% of net assets

Developed markets
(investment grade)

Government 70.2%
Corporate 21.4
Asset backed 0.0
Mortgage backed 0.0
Subtotal 91.6
Corporate high yield 2.4

Emerging market debts 5.1
Cash and cash equivalents 0.9

Total investments 100.0%

Country and currency*

% of net assets

Top 5 countries

Canada 72.8%
United States 10.8
Germany 3.8
United Kingdom 2.0
Denmark 1.2
Top 5 currencies (hedged)
Canadian dollar 94.9%
Mexican peso 0.9
South Korean won 0.7
Polish zloty 0.7
U.S. dollar 0.6

2|ncludes the impact of callable bonds. Duration is a measure of the approximate sensitivity of a bond portfolio’s value to interest rate changes.

3Reflects the yield to maturity or end date (puts, calls, etc.) for each bond held in the portfolio.
“Includes the Fund'’s direct portfolio holdings as well as the holdings through the CIF Global High Income Opportunities fund.

5May also include a portion of investment-grade issues.
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Total returns (%) as of June 30, 2010

Cumulative Annualized Calendar year
Since
Series 3 mo YTD 1yr 2yr 3yr 4yr 5yr inception* 2009 2008 2007 2006 2005
A 2.30 3.44 5.82 5.30 — — — 4.74 1.93 — — — —
B 2.20 3.23 5.38 4.89 — — — 4.32 1.51 — — — —
F 2.43 3.69 6.33 5.84 — — — 5.26 2.43 — — — —
H 2.46 3.75 6.43 5.94 — — — 5.36 2.54 — — — —

*The fund’s inception date is April 30, 2008.

Asset type changes Country changes Currency changes

Since June 30, 2009 % of net assets Since June 30, 2009 % of net assets Since March 31, 2010 % of net assets
Largest increase: Largest increase: Largest increase:
Corporate 9.1% Canada 1.4% Canadian dollar 1.3%
Largest decrease: Denmark 1.1 South Korean won 0.7
Government -9.8% Germany 0.8 Mexican peso 0.4
Largest decrease: Largest decrease:
Italy -2.3% Euro -1.1%
United States -2.4 Swedish krona -0.7
United Kingdom -0.7 Australian dollar -0.7

Commissions, service fees, management fees and expenses all may be associated with mutual fund investments. Please read the prospectus before
investing. The indicated rates of return are the historical annual compounded total returns including changes in unit value and reinvestment of all
distributions and do not take into account sales, redemption, distribution or optional charges or income taxes payable by any securityholder that would
have reduced returns. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated.

Unless otherwise indicated, data as of June 30 2010.

The statements expressed herein are informed opinions, speak only to the stated period, and are subject to change at any time based on market or other conditions. This report
may contain forward-looking statements about the portfolio, including its strategy, expected performance and condition. In addition, any statement that may be made concerning
future performance, strategies or prospects, and possible future action related to the portfolio, is also a forward-looking statement. Forward-looking statements are based on current
expectations and projections about future events and are inherently subject to, among other things, risks, uncertainties and assumptions about the portfolio and economic factors.
Forward-looking statements are not guarantees of future performance, and actual events and results could differ materially from those expressed or implied in any forward-looking
statements made by the portfolio. We encourage you to consider these and other factors carefully before making any investment decisions and we urge you to avoid placing undue
reliance on forward-looking statements.

Please note that the information contained in this document is for your informational purposes only and is not intended to provide any tax, legal or financial advice. The Capital
International portfolios are available through registered dealers. For more information, please consult your financial and tax advisors for your individual situation.

Capital International Asset Management (Canada), Inc. is part of The Capital Group Companies, Inc., a global investment management firm originated in 1931. The Capital Group
Companies, Inc. includes two of the world’s largest providers of global/international equity investment services: Capital Research and Management Company (U.S. mutual funds)
and Capital Group International, Inc. (global institutional), which also includes Capital Guardian Trust Company. The fund is subadvised by our affiliate, Capital Guardian Trust
Company. CRMC and CGIl manage equity assets independently from one another.

All material is the property of Capital International Asset Management (Canada), Inc. or its affiliates. Permission is given for personal use only. Any reproduction, modification,
distribution, transmission, or republication of the content, in part or in full, is prohibited.
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