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CAUTION REGARDING FORWARD-LOOKING STATEMENTS

This report may contain forward-looking
statements about the Company, including
its business operations, strategy and
expected financial performance and
condition. Forward-looking statements
include statements that are predictive in
nature, depend upon or refer to future
events or conditions, or include words

» «

such as “expects”, “anticipates”,
“intends”, “plans”, “believes”, “estimates”
or negative versions thereof and similar
expressions. In addition, any statement
that may be made concerning future
financial performance (including rev-
enues, earnings or growth rates), ongoing
business strategies or prospects, and
possible future Company action, 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 Company,
economic factors and the financial services
industry generally.

They are not guarantees of future
performance, and actual events and
results could differ materially from those
expressed or implied by forward-looking
statements made by the Company due to,
but not limited to, important factors such
as general economic, political and market
factors in North America and interna-
tionally, interest and foreign exchange
rates, global equity and capital markets,
business competition, technological
change, changes in government regula-
tions, changes in tax laws, unexpected
judicial or regulatory proceedings, cata-
strophic events, and the Company’s ability
to complete strategic transactions and
integrate acquisitions. We caution that
the foregoing list of important factors

is not exhaustive. The reader is also
cautioned to consider these and other
factors carefully and not place undue
reliance on forward-looking statements.
The Company has no specific intention
to update any forward-looking statements
whether as a result of new information,
future events or otherwise.

NON-GAAP FINANCIAL MEASURES

This report may also contain non-GAAP
financial measures. Terms by which non-
GAAP financial measures are identified
include but are not limited to “Earnings
before interest and taxes (EBIT)” and
“Earnings before interest, taxes, deprecia-
tion and amortization (EBITDA)”. Non-
GAAP financial measures are used to
provide management, investors and
investment analysts with additional
measures to assess earnings performance.

However, these non-GAAP financial
measures do not have a standard meaning
and are not directly comparative to
similar measures used by other companies
and may not be directly comparable to
any prescribed GAAP measure. Please
refer to the appropriate reconciliations
of these non-GAAP financial measures to
measures prescribed by GAAP.
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FINANCIAL HIGHLIGHTS

THREE MONTHS ENDED JUNE 30 SIX MONTHS ENDED JUNE 30
200§ 2004 CHANGE 200§ 2004 CHANGE
Net income ($ millions) $ 167.9 $ 152.6 10.0% $ 328.6 $ 300.5 9.4%
Diluted earnings per share 0.63 0.57 10.5 1.23 1.13 8.8
Return on equity 19.7% 19.8%
Dividends per share 0.3225 0.2750 17.3 0.6450 0.5500 17.3
(8 millions)
Mutual funds
Investors Group
Sales $ 1,254 $ 1,064 17.9% $ 2,906 $ 2,625 10.7%
Net sales (redemptions) 40 (71) N/M 468 315 48.4
Assets under management 46,922 42,536 10.3
Mackenzie
Sales 1,894 1,633 16.0 4,171 3,654 14.1
Net sales 207 219 (5.3) 553 562 (1.7)
Assets under management 38,949 35,847 8.7
Investment Planning Counsel®
Sales 94 71 N/A 226 71 N/A
Net sales 55 49 N/A 138 49 N/A
Assets under management 1,679 1,326 26.6
Combined mutual fund
assets under management® 87,514 79,680 9.8
Insurance in force (fuce amount) 36,029 34,513 4.4
Securities operations assets
under administration 7,615 6,626 14.9
Mortgages serviced 5,874 6,217 (5.5)
Employees 3,251 3,175 2.4%
MUTUAL FUND ASSETS NET INCOME DIVIDENDS PER SHARE
UNDER MANAGEMENT For the six months ended June 30 For the six months ended June 30
As at Fune 30 ($ billions) (8 millions) (cents)
& "
o g " o g
o S e < m
3 & 3
03 o4 03 o4 o3 03 o4 05

O From date of acquisition or as at June 30, 2005.
@ Adjusted for $36 million in inter-segment assets (2004 — $29 million).
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REPORT TO SHAREHOLDERS

TO OUR SHAREHOLDERS

Interim consolidated financial statements for the three and six months ended
June 30, 2005 are presented with this report.

Financial

FINANCIAL RESULTS

Net income for the three months ended June 30, 2005
was $167.9 million, compared to $152.6 million in 2004.
Earnings per share were 63 cents compared to 57 cents,
an increase of 10.5%.

For the six months ended June 30, 2005 net income
was $328.6 million compared to $300.5 million in 2004.
Earnings per share were $1.23 compared with $1.13 in
2004, an increase of 8.8%.

Gross revenues for the three months ended June 30,
2005 were $579.2 million, compared to $523.5 million
in the prior year. Gross revenues for the six months
ended June 30, 2005 were $1.15 billion, compared to
$1.04 billion last year. Operating expenses were
$336.1 million for the quarter and $676.9 million for
the six months, compared with $304.2 million and
$608.7 million, respectively, in 2004.

INVESTORS GROUP’S OPERATIONS
Mutual fund sales for the second quarter were
$1.25 billion compared to $1.06 billion in the prior
year. For the quarter, mutual fund net sales were
$40 million compared to net redemptions of $71 million
in 2004 and net redemptions of long-term mutual funds
(excluding money market funds) were $17 million
compared to net redemptions of $92 million in 2004.
Year-to-date mutual fund sales were $2.9 billion
compared to $2.6 billion in the prior year and mutual
fund net sales were $468 million compared to $315
million a year ago. Net sales of long-term funds were
$351 million compared to $243 million in the prior year.
Investors Group’s twelve month trailing redemption
rate (excluding money market funds) was 9.1% at the
end of the quarter, down from 9.6% at the same time
last year. The corresponding rate at June 30, 2005 for
all other members of the Investment Funds Institute of
Canada (IFIC) was 16.5%.
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Investors Group’s mutual fund assets under management
at June 30, 2005 were $46.9 billion, an increase of
10.3%, compared to $42.5 billion at June 30, 2004.

The number of Investors Group Consultants was
3,537 at June 30, 2005 compared to 3,207 at June 30,
2004, an increase of 10.3%.

MACKENZIE FINANCIAL’S OPERATIONS
Mackenzie Financial recorded mutual fund sales

of $1.9 billion for the second quarter compared to

$1.6 billion for the same quarter last year. Mutual fund
net sales for the period were $207 million, compared to
$219 million in the prior year. Net sales of long-term
funds (excluding money market and managed yield
funds) were $231 million for the quarter, compared
with $191 million in 2004.

Year-to-date mutual fund sales were $4.2 billion
compared to $3.7 billion in the prior year. Mutual fund
net sales were $553 million compared to $562 million in
the prior year. Net sales of long-term funds (excluding
money market and managed yield funds) were $599
million for the period compared to $597 million in 2004.

Mackenzie Financial’s twelve month trailing
redemption rate for long-term funds was 14.7% at the
end of June 2005, compared to 13.5% at the end of
June 2004. The corresponding rate at June 30, 2005
for all other members of IFIC was 15.9%.

Mackenzie Financial’s mutual fund assets under
management at June 30, 2005 were $38.9 billion, an
increase of 8.7%, compared to $35.8 billion one year
ago. Total assets under management were $45.9 billion
as at June 30, 2005 compared to $39.9 billion at
June 30, 2004, an increase of 15.1%.

INVESTMENT PLANNING COUNSEL

IGM Financial Inc. acquired Investment Planning
Counsel on May 10, 2004. At acquisition date, Investment
Planning Counsel had $7.3 billion of assets under
administration and $1.3 billion of Counsel funds under
management. Since the date of acquisition, Investment
Planning Counsel has continued to operate independently
from Investors Group and Mackenzie Financial and
focus on growing its distribution network and improving
its products and services for advisors and their clients.
At June 30, 2005, assets under administration were

$8.3 billion and Counsel funds under management were
$1.7 billion.

INDUSTRY OVERVIEW
Recent improvement in equity markets, particularly the
TSX, has buoyed investor confidence, however, income
and balanced funds continue to capture a significant
portion of sales and net sales. On June 29, 2005, tax
legislation was enacted which eliminated foreign content
restrictions on registered plan investments. As a result, RSP
clone funds are no longer required for clients to maintain
a desired investment weight in foreign investments.

IFIC reported stronger net sales of long-term funds on
a year-to-date basis and for the second quarter of 2005
compared to a year ago. Net sales of long-term funds
for the industry, for the six months ended June 30, 2005,
were $13.8 billion compared to $13.0 billion in the prior
year, an increase of 6.1%. Net sales of long-term funds
for the industry, in the second quarter, were $4.3 billion
compared to $2.5 billion in 2004, an increase of 68.7%.
IFIC reported that as at June 30, 2005, mutual fund assets
had increased by 10.7% year-over-year to $526.9 billion.
During the second quarter, total mutual fund assets
under management increased by 2.7%, or $13.6 billion.

DIVIDENDS

The Board of Directors has declared a quarterly dividend
of $0.359375 per share on the Company’s 5.75% Non-
Cumulative First Preferred Shares, Series “A” payable
on September 30, 2005 to shareholders of record on
August 30, 2005 and has declared an increase of 2.25 cents
per share in the quarterly dividend from 32.25 cents to
34.5 cents per share on the Company’s common shares
payable on October 28, 2005 to shareholders of record
on September 26, 2005.

On behalf of the Board of Directors,

S plpehe —
L)

Charles R. Sims
Co-President and
Chief Executive Officer

Murray J. Taylor
Co-President and
Chief Executive Officer

August 4, 2005
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The Management’s Discussion and Analysis (MD&A) presents management’s view of the operations and financial condition
of IGM Financial Inc.IGM Financial or the Company) as at and for the three and six months ended fune 30, 2005,
compared with the same periods in 2004, and should be read in conjunction with the 2004 IGM Financial Inc. Annual
Report and the 2005 IGM Financial Inc. First Quarter Report to Shareholders filed on www.sedar.com. Commentary in the
MD&A as at and for the three and six months ended Fune 30, 2005 is as of August 3, 2005.

FORWARD-LOOKING INFORMATION
This report may contain forward-looking statements about IGM Financial, including its business operations, strategy and
expected financial performance and condition. Forward-looking statements include statements that are predictive in nature,

D« » o«

depend upon or refer to future events or conditions, or include words such as “expects”, “anticipates”, “intends”, “plans”,
“believes”, “estimates” or negative versions thereof and similar expressions. In addition, any statement that may be made
concerning future financial performance (including revenues, earnings or growth rates), ongoing business strategies or
prospects, and possible future Company action, is also a forward-looking statement. Forward-looking statements are based on
current expectations and projections about future events and are inberently subject to, among other things, risks, uncertainties
and assumptions about the Company, economic factors and the financial services industry generally. They are not guarantees
of future performance, and actual events and results could differ materially from those expressed or implied by forward-
looking statements made by the Company due to, but not limited to, important factors such as general economic, political and
market factors in North America and internationally, interest and foreign exchange rates, global equity and capital markets,
business competition, technological change, changes in government regulations, changes in tax laws, unexpected judicial or
regulatory proceedings, catastrophic events, and the Company’s ability to complete strategic transactions and integrate
acquisitions. The reader is cautioned that the foregoing list of important factors is not exbaustive. The reader is also cautioned
to consider these and other factors carefully and not place undue reliance on forward-looking statements.

IGM FINANCIAL INC.
Summary of Consolidated Operating Results

Net income for the three months ended June 30, 2005 Net income for the six months ended June 30,

was $167.9 million compared to $152.6 million in 2004. 2005 was $328.6 million compared to $300.5 million in
Diluted earnings per share were 63 cents compared 2004. Diluted earnings per share were $1.23 compared
with 57 cents in 2004, an increase of 10.5%. with $1.13 in 2004, an increase of 8.8%.

TABLE I: RECONCILIATION OF NON-GAAP FINANCIAL MEASURES

THREE MONTHS ENDED JUNE 30 SIX MONTHS ENDED JUNE 30

(8 millions) 2005 2004 2005 2004
EBITDA - Non-GAAP Measure $ 340.5 $ 308.0 $ 667.6 $§ 611.2
Commission amortization (65.0) (55.5) (127.5) (109.5)
Amortization of capital and intangible assets (5.7) 64 (11.9) (10.8)

Interest expense on long-term debt and

dividends on preferred shares (26.8) (27.8) (53.3) (55.7)
Income before income taxes and non-controlling interest 243.0 219.3 475.4 435.2
Income taxes (74.5) (66.5) (145.7) (134.5)
Non-controlling interest 0.6) 0.2) (L.1) 0.2)

Net income — GAAP $ 167.9 $ 1526 $ 3286 $ 3005
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TABLE 2: CONSOLIDATED OPERATING RESULTS BY SEGMENT

INVESTORS GROUP MACKENZIE CORPORATE & OTHER TOTAL
THREE MONTHS ENDED JUNE 30 ($ millions) 2005 2004 2005 2004 2005 2004 2005 2004
Fee income $ 2917 § 2698 $ 2157 $ 2045 $ 242 $§ 120 $ 531.6 $ 4863
Net investment income
and other 37.0 28.6 4.4 4.0 6.2 4.6 47.6 37.2
328.7 298.4 220.1 208.5 30.4 16.6 579.2 523.5
Operating expenses
Commissions 79.3 66.2 84.0 79.8 14.5 7.8 177.8 153.8
Non-commission 67.1 61.2 61.0 62.2 7.7 3.3 135.8 126.7
146.4 127.4 145.0 142.0 22.2 11.1 313.6 280.5
EBIT $ 1823 § 1710 $ 751 $ 665 $ 82 § 5.5 265.6 243.0
Interest expense 22.6 23.7
Income before income taxes and non-controlling interest 243.0 219.3
Income taxes 74.5 66.5
Income before non-controlling interest 168.5 152.8
Non-controlling interest 0.6 0.2
Net income $ 1679 § 1526
SIX MONTHS ENDED JUNE 30 ($ mzillions)
Fee income $ 5762 § 540.1 $ 4271 § 4133 $ 518 $§ 11.0 $1,0551 $ 9644
Net investment income
and other 73.4 62.2 8.6 7.8 15.2 9.5 97.2 79.5
649.6 602.3 435.7 421.1 67.0 20.5 1,152.3 1,043.9
Operating expenses
Commissions 155.1 130.9 166.7 158.9 31.7 7.8 353.5 297.6
Non-commission 134.1 128.1 128.9 133.1 15.5 2.3 278.5 263.5
289.2 259.0 295.6 292.0 47.2 10.1 632.0 561.1
EBIT $ 3604 $ 3433 $ 1401 $ 1291 $ 198 $ 104 520.3 482.8
Interest expense 44.9 47.6
Income before income taxes and non-controlling interest 475.4 435.2
Income taxes 145.7 134.5
Income before non-controlling interest 329.7 300.7
Non-controlling interest 1.1 0.2
Net income $ 3286 § 300.5
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Shareholders’ equity was $3.3 billion as at June 30,
2005, up from $3.2 billion at December 31, 2004. Return
on average common equity for the six months ended
June 30, 2005 was 19.7% compared with 19.8% in 2004.
The quarterly dividend per common share of 32.25 cents
in the second quarter was unchanged from the first
quarter, however it represented an increase of 2.25 cents
or 7.5% from 30 cents in the fourth quarter of 2004.

NON-GAAP FINANCIAL MEASURES

Earnings before interest and taxes (EBIT) and earnings
before interest, taxes, depreciation and amortization
(EBITDA) are non-GAAP financial measures. EBIT and
EBITDA are alternative measures of performance utilized
by management, investors and investment analysts to
evaluate and analyze the Company’s results. EBITDA is
discussed further on page 16 of the MD&A. These non-
GAAP financial measures do not have standard meanings
and are not directly comparable to any GAAP measure or
to similar measures used by other companies.

The reconciliation of non-GAAP results to reported
results in accordance with GAAP related to EBITDA is
provided in Table 1. The reconciliation of non-GAAP
results to reported results in accordance with GAAP
related to EBIT is provided in Table 2.

REPORTABLE SEGMENTS

IGM Financial’s reportable segments, which reflect the
current organizational structure, are:

* Investors Group

* Mackenzie

* Corporate and Other.

Management measures and evaluates the performance
of these segments based on EBIT as shown in Table 2.
Discussion of segment operations for Investors Group
and Mackenzie is contained on pages 8 to 16.

Earnings before interest and taxes for Corporate and
Other, the segment which includes operating results for
Investment Planning Counsel, net investment income
earned on unallocated investments and other income as
well as inter-segment eliminations, were $8.2 million
for the three months ended June 30, 2005 compared to
$5.5 million in 2004, an increase of $2.7 million. Earnings
before interest and taxes related to Investment Planning
Counsel, which was acquired May 10, 2004, increased
$2.9 million and accounted for the increase in Corporate
and Other for the three months ended June 30, 2005.

For the six month period, earnings before interest
and taxes for Corporate and Other were $19.8 million

compared to $10.4 million in 2004, an increase of

$9.4 million resulting from:

* The inclusion of Investment Planning Counsel’s
earnings before interest and taxes for the entire six
months in 2005 compared with the period from
May 10 to June 30, 2004 accounted for an increase
of $6.4 million.

® The elimination of certain provisions, established as
a result of previous acquisitions, which were no
longer required accounted for an increase in income
of $4.2 million.

Certain items reflected in Table 2 are not allocated
to segments:

* Interest expense — Represents both the interest cost on
the remaining debt issued pursuant to the Mackenzie
acquisition and dividends paid on the outstanding
preferred shares, which have been reclassified from
equity to liabilities (refer to Note 1 of the interim
Consolidated Financial Statements on page 26 of this
report). Interest expense on long-term debt totalled
$17.4 million and $34.6 million for the three and six
month periods ended June 30, 2005 compared with
$18.5 million and $37.3 million in 2004. The decrease
in expense in both periods was due to the repayment
of the remaining $175 million balance of the Floating
Bankers’ Acceptance related to the Mackenzie
acquisition in the fourth quarter of 2004. Dividends
paid on preferred shares were $5.2 million and
$10.3 million for the three and six month periods in
both 2005 and 2004.

®  Income taxes — The effective income tax rate was 30.7%
and 30.6% for the three and six month periods ended
June 30, 2005, compared with 30.3% and 30.9%
respectively in 2004 as shown in Table 3.

The statutory tax rate declined marginally in 2005
compared with 2004 in both the three and six month
periods. As well, there were no significant changes in
income and expense items which affect the effective tax
rate in these periods. Tax planning may allow the
Company to record lower income taxes in the current
period and, as well, income taxes recorded in prior
periods may be adjusted in the current period to
reflect management’s best estimates of the overall
adequacy of its provisions. Any related tax benefits or
changes in management’s best estimates are reflected
in Other items. Management monitors the status of its
income tax filings, and regularly assesses the overall
adequacy of its provision for income taxes.
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TABLE 3: EFFECTIVE INCOME TAX RATE

THREE MONTHS ENDED JUNE 30 SIX MONTHS ENDED JUNE 30

2005 2004 2005 2004

Income taxes at federal and provincial statutory rates 35.98% 36.19% 35.97% 36.17%
Effect of:

Dividend income (0.20) 0.21) (0.20) (0.20)

Net capital gains and losses (0.71) (0.51) (0.76) (0.87)

Share of earnings of affiliate 2.75) (3.00) (2.75) (3.02)

Preferred dividends paid 0.79 0.89 0.81 0.89

Other items 2.45) (3.02) 2.42) (2.06)
Effective income tax rate 30.66% 30.34% 30.65% 30.91%

INVESTORS GROUP
Assets Under Management

The level of assets under management is influenced
by three factors: sales, redemptions and investment
returns. The changes in assets under management in
2005 compared with 2004 are summarized in Table 4.

For the three months ended June 30, 2005, sales of
Investors Group mutual funds through its Consultant
network were $1.3 billion, an increase of 17.9% from
2004. Mutual fund redemptions totalled $1.2 billion for
the same period, an increase of 7.0% from 2004.
Investors Group’s twelve month trailing redemption
rate for long-term funds decreased to 9.1% at June 30,
2005 from 9.6% at June 30, 2004 and remains well
below the corresponding redemption rate of 16.5% for
all other members of the Investment Funds Institute of
Canada (IFIC). Net sales of Investors Group mutual
funds were $40 million compared with net redemptions
of $71 million in 2004.

Sales of long-term funds were $1.0 billion for the
three months ended June 30, 2005, compared with
$848 million in 2004. Net redemptions of long-term
funds were $17 million compared to net redemptions of
$92 million in 2004.

For the six months ended June 30, 2005, sales of
Investors Group mutual funds through its Consultant
network were $2.9 billion, an increase of 10.7% from
2004. Mutual fund redemptions totalled $2.4 billion
for the same period, an increase of 5.6% from 2004.
Net sales of Investors Group mutual funds were

$468 million compared with net sales of $315 million
in 2004, an increase of 48.4%.

Sales of long-term funds were $2.4 billion for the six
months ended June 30, 2005, compared with $2.1 billion
in 2004. Net sales of long-term funds, as reported to
IFIC, were $351 million compared to net sales of
$109 million in 2004. Certain sales of long-term funds
in the first quarter of 2004, sourced through Investors
Group’s Solutions Banking' loan programs, were
deposited and held in the Investors Canadian Money
Market Fund on a one-day basis and then transferred
into long-term mutual funds. Including these sales, the
sales and net sales of long-term funds for the six months
ended June 30, 2004 would have been $2.2 billion and
$243 million, respectively.

At June 30, 2005, 39% of Masterseries™ funds
measured by the Morningstar' fund ranking service had
four or five star ratings, compared to 43% at March 31,
2005 and 41% at December 31, 2004. At June 30, 2005,
74% of Masterseries™ funds had a rating of three stars
or better. This compares with 75% at March 31, 2005
and 72% at December 31, 2004. These results are higher
than the Morningstar' universe of 32% for four and five
star funds and 68% for three, four and five star funds.
Morningstar Ratings' are an objective, quantitative
measure of a fund’s historical risk-adjusted long-term
performance relative to other funds in its category
within the mutual fund industry.
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Investors Group’s mutual fund assets under
management were $46.9 billion at June 30, 2005, an
increase of $4.4 billion or 10.3% from June 30, 2004.
The twelve month increase in assets from June 30, 2004
reflects net market appreciation of $4.0 billion and net
sales of mutual funds totalling $371 million. Mutual
fund assets under management increased by $1.4 billion

Consultant Network

Investors Group is focused on growing its distribution
network by attracting and training new Consultants as
well as retaining existing Consultants. This is discussed
more fully in the Investors Group Review of the
Business beginning on page 29 of the MD&A contained
in the 2004 IGM Financial Inc. Annual Report. As at
June 30, 2005, the number of Consultants totalled
3,537. This compares with 3,503 at March 31, 2005,
3,496 at December 31, 2004 and 3,207 one year ago

TABLE 4: CHANGE IN MUTUAL FUND ASSETS UNDER MANAGEMENT — INVESTORS GROUP

or 3.1% and by $2.4 billion or 5.4% during the three
and six month periods ended June 30, 2005. The increase

in assets in both periods resulted from net market

appreciation and net sales as shown in Table 4. The
increase in assets in the industry for the twelve months
ended June 30, 2005 was 10.7% and for the three and
six month periods were 2.7% and 5.9%, respectively.

and represents a year over year increase of 10.3% in the

Consultant Network.

Due to the growth in its Consultant Network and
the strength of its field management team, Investors

Group announced that three additional regional offices
will be opened in Calgary, Edmonton and Toronto by
the end of the third quarter of 2005. In addition, three
divisional offices will be converted to full regional office
status during the third quarter of 2005.

THREE MONTHS ENDED JUNE 30

SIX MONTHS ENDED JUNE 30

(8 millions) 200§ 2004 CHANGE 200§ 2004 CHANGE
Sales $ 1,253.7 $§ 1,063.5 17.9% $ 29060 $ 26247 10.7%
Redemptions 1,213.7 1,134.1 7.0 2,437.7 2,309.2 5.6
Net sales (redemptions) 40.0 (70.6) N/M 468.3 315.5 48.4
Market and income 1,374.1 (68.7) N/M 1,944.1 1,316.3 47.7
Net change in assets 1,414.1 (139.3) N/M 2,412.4 1,631.8 47.8
Beginning assets 45,508.1 42,6753 6.6 44,509.8 40,904.2 8.8
Ending assets $ 46,9222 $§ 42,536.0 10.3% $ 46,9222 § 42,536.0 10.3%
Consists of:

Investors Masterseries™ $ 40,4622 $ 36,455.1 11.0%

IG Mackenzie 1,979.9 1,452.5 36.3

Partner funds 4,004.9 4,213.2 4.9)

iProfile™ funds 475.2 415.2 14.5

$ 46,9222 $§ 42,536.0 10.3%

Average daily assets $ 46,016.2 $§ 42,4457 8.4% $ 45,559.7 § 42,3821 7.5%
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Segment Operating Results

Investors Group’s earnings from operations before
interest and taxes for the three and six month periods
ended June 30, 2005 compared with 2004 are presented
in Table 5.

FEE AND NET INVESTMENT INCOME
For the three months ended June 30, 2005, management
fee income increased by $18.0 million to $224.4 million,
reflecting the increase of 8.4% in average daily mutual
fund assets during the quarter compared with 2004. For
the six months ended June 30, 2005, management fee
income increased by $29.7 million to $441.7 million.
This increase reflects the increase of 7.5% in average
daily mutual fund assets during 2005 compared with
2004, offset in part by a reduction in management fees
due to one less calendar day in the first half of 2005
compared with 2004. Management fee income represents
196 basis points of average mutual fund assets in both
the three and six month periods in 2005, unchanged
from 2004.

Investors Group earns administration fees for
providing administrative services to its mutual funds
through certain of its subsidiaries and trusteeship

services to its mutual funds through Investors Group

Trust Co. Ltd. Administration fees totalled $41.3 million

for the three months ended June 30, 2005, up from

$40.9 million in 2004. Fees for the six months ended

June 30, 2005 were $84.1 million, compared to

$80.8 million in 2004. Increases in trustee fees and

other service fees in the three and six month periods

resulted from growth in average mutual fund assets in

2005 compared to 2004. For the three month period,

fee increases were offset in part by a decrease of

$0.4 million in fees charged to the mutual funds for

administrative services. For the six month period, fees

charged to the mutual funds for administrative services
increased by $1.2 million.
Distribution fees are earned from:

* Redemption fees on mutual funds sold with a back-
end load feature. In 2003, Investors Group revised
redemption fee rates on mutual funds sold subject
to a deferred sales charge. Fees charged range from
5.5% in the first year reducing to nil after seven
years. Previously, redemption fee rates ranged from
3.0% in the first year reducing to nil after six years.

TABLE §: OPERATING RESULTS — INVESTORS GROUP

THREE MONTHS ENDED JUNE 30

SIX MONTHS ENDED JUNE 30

(8 millions) 2005 2004 CHANGE 2005 2004 CHANGE
Fee and net investment income
Management $ 2244 $ 206.4 8.7% $ 4417 $ 412.0 7.2%
Administration 41.3 40.9 1.0 84.1 80.8 4.1
Distribution 26.0 22.5 15.6 50.4 47.3 6.6
Net investment income
and other 37.0 28.6 29.4 73.4 62.2 18.0
328.7 298.4 10.2 649.6 602.3 7.9
Operating expenses
Commissions 35.4 28.1 26.0 68.7 55.4 24.0
Asset retention bonus
and premium 43.9 38.1 15.2 86.4 75.5 14.4
Non-commission 67.1 61.2 9.6 134.1 128.1 4.7
146.4 127.4 14.9 289.2 259.0 11.7
EBIT $ 1823 $ 171.0 6.6% $ 360.4 $ 3433 5.0%
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* Distribution of insurance products through
L.G. Insurance Services Inc.

* Securities services provided through Investors Group
Securities Inc.

* Banking services provided through Solutions Banking,
an arrangement with the National Bank of Canada.
Distribution fee income of $26.0 million for the three

months ended June 30, 2005 increased by $3.5 million

or 15.6% from $22.5 million in 2004. For the six
month period, distribution fee income of $50.4 million
increased by $3.1 million or 6.6% from $47.3 million
in 2004. Combined distribution fee revenue from
insurance, securities and banking operations increased

in both the three and six month periods in 2005.

Redemption fee income of $7.8 million and $15.6 million

for the three and six month periods increased by

$0.6 million and $0.3 million, respectively, due to

higher redemptions subject to deferred sales charges in

2005 compared to 2004.

Net investment income represents the difference
between investment income and interest expense.
Interest expense includes interest on deposit liabilities,
certificates and debt incurred to finance its investment
in Great-West Lifeco. Net investment income and
other totalled $37.0 million for the three months ended
June 30, 2005, an increase of $8.4 million from
$28.6 million in 2004 due to increases in gains on the
sale of securities, revenues related to mortgage banking
activities and increases in other income, including the
recovery of prior years’ commodity taxes paid.

For the six months ended June 30, 2005, net
investment income and other totalled $73.4 million,
an increase of $11.2 million from $62.2 million in 2004
due to higher gains on the sales of securities and
increases in other income, including the recovery of
prior years’ commodity taxes paid and a reduction in
provisions established for the exit of certain activities.
These increases were offset in part by a decrease in
revenues related to mortgage banking activities.

OPERATING EXPENSES

Investors Group incurs commission expense in
connection with the distribution of its financial
services and products, particularly its mutual funds.
Commissions are paid on the sale of these products
and will fluctuate with the level of sales. Commission
expense for the three months ended June 30, 2005

increased by $7.3 million to $35.4 million compared

with $28.1 million in 2004. For the six months ended

June 30, 2005, commission expense increased by

$13.3 million to $68.7 million from $55.4 million

in 2004.

The increase in commission expense for both the
three and six month periods was due to:

* Increase in amortization of commissions totalling

$6.3 million for the three months and $12.6 million

for the six months related to prior years sales. This
increase reflects the impact from the change in
estimate, effective April 1, 2001, which increased
the term of amortization on sales commissions to

72 months.

Increase in amortization of commissions of

$0.4 million for the three months and $0.6 million

for the six months related to higher commission

payments in 2005 compared with 2004. The increase
in commission payments results from higher mutual
fund sales.

* Increase of $0.6 million for the three month and
$0.1 million for the six month period in other
compensation related to mutual fund operations,
insurance, mortgage and banking products.

The asset retention bonus (ARB) and premium
(ARP) expenses, which are based on the level of assets
under management, are comprised of the following:

* ARB which is paid monthly and is based on the
value of assets under management. ARB expense
increased by $4.2 million to $38.3 million for the
three month period and $8.0 million to $75.4 million
for the six month period as a result of the increase in
assets under management as well as Consultants
qualifying at higher rates.

* ARP which is a deferred component of compensation
designed to promote Consultant retention. The
ARP, which is related to assets under management
at each year-end, increased by $1.6 million in the
three month period in 2005 to $5.6 million. For the
six month period ARP increased $2.9 million to
$11.0 million.

Non-commission expenses totalled $67.1 million for
the three months ended June 30, 2005 compared with
$61.2 million in 2004, representing an increase of
$5.9 million or 9.6%. For the six month period, non-
commission expense totalled $134.1 million compared
with $128.1 million in 2004, an increase of $6.0 million
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or 4.7%. The increase in both periods was primarily

due to:

* Increases in expenses related to the administration
of Investors Group’s mutual funds due in part to
increased transactional volumes.

* Increases in Consultant network support costs as a
result of increased activity levels.

* The amortization of capital expenditures related to
the single shareholder system. Investors Group and
Mackenzie merged their shareholder systems in
November 2003, while preserving the integrity and
privacy of their respective client bases.

These increases were offset by reductions in
expenses arising from:

MACKENZIE
Assets Under Management

Mackenzie’s mutual fund assets under management were
$38.9 billion at June 30, 2005, an increase of $1.6 billion
from $37.3 billion as at December 31, 2004, and an
increase of $3.1 billion from $35.8 billion as at June 30,
2004. Mackenzie’s total assets under management at
June 30, 2005 were $45.9 billion, an increase of

$3.5 billion from $42.3 billion at December 31, 2004,
and an increase of $6.0 billion from $39.9 billion as at
June 30, 2004. The changes in assets under management
are summarized in Table 6.

For the three month period ended June 30, 2005,
gross sales of Mackenzie’s mutual funds were $1.9 billion,
an increase of 16.0% from $1.6 billion in the comparative
period last year. This compares to an overall industry
increase in mutual fund sales of 15.7%. Redemptions of
mutual funds for these same periods were $1.7 billion
and $1.4 billion respectively, resulting in net sales of
mutual funds of $207 million for the three month period
ended June 30, 2005 as compared to net sales of mutual
funds of $219 million in the three month period ended
June 30, 2004. Net sales of long-term funds were
$231 million in the three month period ended June 30,
2005, as compared to net sales of long-term funds of
$191 million in the corresponding period last year.

For the six month period ended June 30, 2005, gross
sales of Mackenzie’s mutual funds were $4.2 billion, an
increase of 14.1% from $3.7 billion in the comparative

® Decreases in sub-advisory fees in the six month
period as a result of the renegotiation of fees related
to certain mandates which offset the impact of
increases in these assets under management.

e Expense reduction of $1.7 million in the first quarter
of 2005 arising from a change in 