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Capital régional
et coopératif Desjardins

Management Discussion and Analysis

This interim Management Discussion and Analysis (“MD&A”) supplements the financial
statements and contains financial highlights but does not reproduce the Company’s interim
financial statements. It presents management’s assessment of the Company’s results for the
period reported in the financial statements, as well as its financial position and any material
changes to it.

This disclosure document contains management’s analysis of forward-looking statements.
Caution should be exercised in the interpretation of this analysis and these statements
since management often makes reference to objectives and strategies that contain risks
and uncertainties. Due to the nature of the Company’s operations, the associated risks and
uncertainties could cause actual results to differ from those anticipated in forward-looking
statements. The Company disclaims any intention or obligation to update or revise such
statements based on any new information or new event that may occur.

Copies of the interim financial statements may be obtained free of charge, on request, by
calling 514 281-2322 or (toll free) 1866 866-7000, extension 2322, by writing to 2 Complexe
Desjardins, P.O. Box 760, Desjardins Station, Montréal, Québec H5B 1B8, or from our website
at www.capitalregional.com or the SEDAR website at www.sedar.com.

Annual financial information may be obtained in the same way.



MANAGEMENT DISCUSSION AND ANALYSIS 3

Financial highlights

The following charts present key financial data and are intended to assist in understanding the Company’s financial results for
the preceding five fiscal years and for the six-month period ended June 30, 2010. This information is derived from the Company’s
audited annual and interim financial statements.

Ratios and supplemental data 8126 905.9 967.7
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118250 120652 1221281118119

115,456 112,113
NUMBER OF SHAREHOLDERS

* As at June 30, 2010 and as at December 31 for other years.

Dec. 31, Dec. 31, Dec. 31,

2009 2008 2007

Revenue (in thousands of $) 20,709 39,900 39,520 32,015 27,386 21,717
Net income (net loss) (in thousands of $) 7,036 17,145 (29,347) (22,243) (10,238) 6,751
Share outstanding (in thousands) 98,775 93,142 85,159 74,097 64,139 56,600
Total operating expense ratio (%) 2.8 2.8 3.1 3.4 3.5 3.6
Portfolio turnover rate:

> Investments impacting the Québec economy (%) 6 9 9 11 7 17

> Other investments (%) 77 84 83 33 38 47
Trading expense ratio® (%) 0.0 0.0 0.0 0.0 0.0 0.0
Issues of shares (in thousands of $) 109,719 129,443 126,440 101,763 79,544 100,605
Redemption of shares (in thousands of $) 55,009 53,273 17,016 1,611 1,401 1,234

Fair value of investments impacting the Québec
economy committed and disbursed (in thousands of $) 462,972 465,228 412,854 434,406 419,571 313,466

@ Trading expenses include brokerage fees and other portfolio transaction costs. These expenses are not material to the company.

Changes in net assets per share

Net assets per share, beginning of period/year 9.73 9.54 9.89 10.21 10.37 10.25
Increase (decrease) attributable to operations 0.07 0.19 (0.35) (0.33) 0.17) 0.12
Interest, dividends and negotiation fees 0.21 0.43 0.47 0.47 0.40 0.35
Operating expenses (0.14) 0.27) (0.30) (0.35) (0.34) (0.33)
Income taxes and capital tax (0.03) (0.06) 0.04 0.10 0.00 (0.04)
Realized gains (losses) (0.40) 0.13 (0.20) 0.24) (0.19) 0.16
Unrealized gains (losses) 0.43 (0.04) (0.36) (0.3D) (0.04) (0.02)
Difference attributable to share issues and redemptions 0.00 0.00 0.00 0.01 0.01 0.00

Net assets per share, end of period/year 9.80 9.73 9.54 9.89 10.21 10.37
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Overview

The Company closed the first half of fiscal 2010 with net income
of $7.0 million ($6.9 million for the same period in 2009),
representing a non-annualized return of 0.8%, (0.8% as at

June 30, 2009). Based on the number of shares outstanding,
this brings net assets per share to $9.80 as at June 30, 2010
compared with $9.73 at the end of fiscal 2009. For information
purposes, at the price of $9.80, shareholders who invested seven
years earlier obtain an annual after-tax return of between 8.8%
and 9.4% taking into account their income tax credit of 50%.

The Company’s return is mainly attributable to the contribution
of Investments impacting the Québec economy and Other
investments. Assets allocated to Investments impacting the
Queébec economy are focused on the Company’s mission of
promoting the economic development of Québec cooperatives
and regions. Assets are allocated across four lines of business
and consist mainly of equities and debentures. Investments
impacting the Québec economy posted a non-annualized return
of 2.6% for the six-month period ended June 30, 2010 compared
with a non-annualized return of 1.6% for the same period a

year earlier. Most business lines contributed to the results, in
particular the Company Buyouts and Major Investments asset
classes, spurred by the more favourable economic conditions in
the first six months of 2010. The cost of Investments impacting
the Québec economy made or committed totalled $497.5 million,
of which $439.6 million were disbursed.

Other investments represents the balance of funds not invested
in partner companies. This portfolio was established to provide
security for the Company’s returns and ensure the necessary
liquidity to fund share redemptions and investments. It consists
primarily of bonds and preferred shares. Other investments
generated a non-annualized return of 2.3% for the first six
months of 2010 compared with a return of 3.1% for the same
period of 2009. These returns are due mainly to scaled back
market expectations for interest rates increases.

Capital subscriptions during the first half of the year reached
$109.7 million, and share redemptions totalled $55.0 million.
Since the time a portion of shares first became eligible

for redemption at the end of the minimum seven-year
holding period, approximately 39% of eligible shares have
been redeemed. Net assets as at June 30, 2010 stood at
$967.7 million, up 6.8% from December 31, 2009. The number
of shareholders was 112,113 as at June 30, 2010, a slight drop
of 5% from December 31, 2009.

Economic background

Looking back on the first six months of 2010
Robust economic growth, particularly in the emerging
countries and North America, started 2010 off on an
encouraging note. Investors appeared to have fully regained
their confidence and North American stock markets showed
good performances. As spring progressed, the problem of
public finances in certain countries, primarily in southern
Europe, rapidly rekindled the spectre of another international
financial crisis, and doubts about the strength of the world
recovery clouded skies once again.

Despite the disruptions caused by the crisis in some European
countries, in the United States the economy continued to grow.
Consumer spending strengthened on income tax cutbacks and
increased government transfers. The real estate market regained
some turf, spurred by the home-buyer tax credit program.
Events in Europe did not unduly affect U.S. economic activity
given that trade between the two regions is less substantial.
That being said, falling oil prices, bond rates that followed suit
and a Federal Reserve rate held at 0.25% all favoured economic
activity. Private sector job creation, however, remained anemic,
which put the reins on consumer confidence.

In Canada, domestic demand drove real GDP growth to 6.1%
in the first three months of 2010. Consumer and government
spending along with real estate investment were buoyed by
low interest rates, strong job creation and ongoing stimulus
packages. The loonie moved in a range between US$0.93

to slightly over par during the first six months of 2010, subject
to changes in the price of raw materials such as oil, Canadian
economic growth and the greenback, which was bolstered

by its safe haven status during the crisis in Europe.

Since summer 2009, Canada has enjoyed the strongest
economic growth of the G7 countries. Against that backdrop,
it was no surprise that the Bank of Canada on June 1, 2010
became the group’s first central bank to announce a 0.25%
increase in its key rates. Canadian federal bonds strengthened
on the turbulence of the first six months of 2010. Bonds with a
slightly higher degree of risk were less favoured, leading credit
spreads to dip somewhat for provincial and corporate issues.

Compared with many other provinces, Québec - which
suffered less through the recession - saw a less spectacular
recovery but, contrary to Canada and the United States,

has already won back all the production and job losses it
suffered during the recession. Québec has now entered an
expansion phase that will continue over the coming quarters.

2010 outlook

There is little doubt as to the solid footing of the current economic
recovery in the United States, but hopes that it will continue at the
same pace are relatively slender. Weakness in job creation, the
removal of major stimulus programs and a strong greenback that
will hurt exports will slow economic growth and postpone interest
rate hikes until 2011.



Canadian economic performance will also be slowed in the
second half of the year by the disappearance of a number of
temporary factors that have driven the housing market, by Bank
of Canada hikes in key interest rates, by reduced government
growth stimuli and by an exchange rate that will once again

rise above par with the greenback. The gradual rise in oil prices
to around US$88 a barrel by the end of the year and growing
interest rate spreads between Canada and the United States will
benefit the loonie. International exports will be hard pressed to
get back on their feet in the short run, especially since demand
from our main trading partner is slow to firm up.

Québec will face the same dampers as Canada, but the
expansion phase will continue. Improvement in the job market
is on solid ground and will continue to support consumer
spending. Businesses should gradually begin to take the lead
in non residential investment as governments start to slow
the pace of public infrastructure upgrades.

Continued monetary tightening over the next few quarters
could lead to short-term rate hikes for Canadian federal bonds.
Increases in long-term rates would be more limited, given the
influence of U.S. rates and international demand for Canadian
assets. Credit spreads with provincial and corporate bonds
should shrink gradually as risk aversion fades.

The venture capital market in the first

six months of 2010

On North American markets, the United States showed
increased intensity over the last two quarters while in Canada
investments grew 34% compared with the same period

of 2009. Québec investments totalled some $201 million,
compared with $218 million in 2009, representing 33%

of all Canadian investments.

In most cases, financing in Québec has a tendency to be for
smaller amounts, with the average standing at approximately
$1.8 million at the end of June, compared with $2.4 million in
March 2010.

Investments in the traditional sectors were trimmed back

in favour of life sciences and other technologies, primarily due
to three clean technology transactions in the first quarter. While
information technologies witnessed a 50% pullback in amounts
invested compared with the first six months of 2009, life
sciences increased by 57%.

Over the first six months of 2010, tax-advantaged funds and

foreign investors were the most active, representing 31% and
29% respectively of all investments, followed by independent
private funds with 22%.

Expansion and later development stage transactions regained
top place with investments of $136 million, for 68% of the total.
Startup and preliminary development stage deals nonetheless
accounted for $45 million, but are sharply down from the first

six months of 2009 when investments reached $90 million.

At the end of June, committed funds totalled some $576 million,
up slightly compared with June 2009. Since January 2010,
Québec funds have made up 40% of total new commitments.
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Management’s discussion
of financial performance

On the initiative of Desjardins Group, Capital régional et coopératif
Desjardins was founded on July 1, 2001 following adoption of
the Act constituting Capital régional et coopératif Desjardins
(the “Act”) by Québec’s National Assembly on June 21, 2001.
Desjardins Venture Capital Inc. manages the Company’s activities.

The Company aims to participate in a more prosperous Québec
by providing ongoing support to companies and cooperatives
and reflecting regional economic realities. It gives meaning to
the cooperative spirit by supporting the continuity of companies
and growing the collective wealth of the regions.

Mission, objectives and strategies

The mission, objectives and strategies of the Company remain
substantially the same as those described in its most recent
annual MD&A.

Note that, effective January 1, 2010, the Company’s manager
consolidated its administrative teams, adopting a structure
that optimizes its efficiency and control of management fees.
As a result, it now allocates its Investments impacting the
Québec economy activities across four lines of business, mainly
by company size and asset class:
> Development capital to consolidate regional activities such as the
resource regions and cooperatives

> Company Buyouts and Technological Innovations to cover
major investments such as company buyouts and related
employee-shareholder cooperatives, and investments in
information technologies

> Venture Capital - Health to consolidate investments in life sciences
managed in house and those managed by an external firm

> Funds for all investment activities carried out through funds

Risk management

Risk governance

In keeping with the portfolio asset management approach, risks
are managed globally, taking into account all of the Company’s
contractual commitments. In accordance with its Governance Policy,
the Board of Directors is supported in its control and monitoring
duties and responsibilities by the four following committees: the
Executive Committee, the Audit Committee, the Financial Asset
Management Committee and the Ethics and Professional Conduct
Committee. Monitoring and control of the different risks faced by
the Company is allocated across these committees, which regularly
report on their activities to the Board of Directors and make the
appropriate recommendations. The manager also carries out some
of the Company’s risk governance activities through its investment
committees and Portfolio Valuation Committee, which report to
the Board of Directors on a regular basis.

The roles and responsibilities of these committees remain
substantially the same as those described in the most recent
annual MD&A.
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Note to the reader

The following sections regarding market risks, credit and
counterparty risks and liquidity risks have been reviewed
by the Company’s auditor within the audit of the financial
statements concerning which an auditors’ report was issued
on August 19, 2010.

Market risks

Market risks pertain to the Company’s role in the capital markets
and, indirectly, to general changes in economic conditions. They
also pertain to the impact of capital market movements on the
value of the Company’s assets. The various market risks directly
impacting the Company are listed below:

Interest rate risk

Interest rate fluctuations have a significant impact on the
market value of fixed-income securities held in the portfolio
for which fair value is determined based on market conditions.
Fixed-income securities held in the Other investments portfolio
include money market instruments, bonds and preferred shares
with a total fair value of $566.7 million ($466.4 million as at
December 31, 2009).

Money market instruments with a fair value of $70.6 million
($85.6 million as at December 31, 2009) are not valued based on
fluctuations in interest rates due to their very short term maturity
and the Company’s intention to hold them to maturity.

Bonds net of obligations related to securities sold short
with a fair value of $473.5 million ($361.1 million as at
December 31, 2009) are directly affected by fluctuations

in interest rates. A 1% increase in interest rates would have
resulted in a decrease of $13.9 million in net income, or a 1.4%
decrease in the Company’s share price as at June 30, 2010
($9.6 million or 1.1% as at December 31, 2009). Similarly,

a 1% decrease in interest rates would have had the opposite
effect, resulting in a $14.6 million increase in net income,

or a 1.5% increase in share price ($10.0 million or 1.1% as

at December 31, 2009). Given that the Company matches
the maturities of bonds held in its portfolio with the average
maturity of expected cash outflows, the long-term effect

of interest rates on results should be limited.

Preferred shares with a fair value of $22.6 million ($19.7 million
as at December 31, 2009) may also be affected by interest

rate fluctuations. However, unlike bonds, there is no perfect
correlation between interest rate fluctuations and changes in
the fair value of preferred shares. Also, the interest rate risk
related to preferred shares is low given the amounts in question.

No interest rate risk is associated with securities purchased
under resale agreements or with securities sold under
repurchase agreements as their assignment or call prices
are determined at the time of the initial transaction.

Cash bears interest at the average weighted rate of 0.46%
(average weighted rate of 0.21% as at December 31, 2009).
Accounts receivable and accounts payable and accrued
liabilities do not bear interest.

Stock market risk

Stock market trends have a twofold impact on the Company.

In addition to the direct impact on the market values of publicly
traded stocks, the valuations of some private portfolio companies
may also be affected by changes in stock prices.

As at June 30, 2010, the Investments impacting the Québec
economy portfolio included four traded companies valued

at $4.7 million, representing 0.5% of net assets (five companies
valued at $3.6 million as at December 31, 2009, representing
0.4% of net assets). A 10% increase or decrease in the stock
markets would have resulted in an increase or decrease in the
Company’s net income of $0.4 million respectively ($0.3 million
as at December 31, 2009).

In accordance with the Company’s global asset management
approach, the overall impact of these interrelated risks is taken
into account when determining overall asset allocation.

Currency risk

Changes in currency values have an impact on the activities of

a number of the Company’s partner businesses. The net effect of
an appreciation in the Canadian dollar is not necessarily always
negative for these companies, nor is a depreciation necessarily
positive. However, rapid fluctuations in the Canadian dollar
heighten the difficulties faced by these companies.

Currency fluctuations impact the fair value of investments

valued initially in a foreign currency and subsequently translated
into Canadian dollars at the prevailing rate of exchange. These
investments, whose value varies in step with fluctuations in the
value of a foreign currency, represent a fair value of $60.9 million,
or 6.3% of net assets as at June 30, 2010, compared with

$53.4 million, or 5.9% of net assets as at December 31, 2009.

In 2008, the Company adopted a policy for the systematic
hedging of currency risk for investments valued in a foreign
currency. A $5 million line of credit was granted to the
Company for its foreign exchange contract transactions.
As at June 30, 2010, the Company held foreign exchange
contracts under which it must deliver US$56.6 million on
September 30, 2010 at the rate of CAD/USD 1.06005.

This limits the Company’s net exposure to foreign currencies

to $0.7 million ($7.6 million as at December 31, 2009). Any
fluctuation in the Canadian dollar against its U.S. counterpart will
therefore not have a significant impact on the Company’s results.



Credit and counterparty risks

In pursuing its mission of Investments impacting the Québec
economy, the Company is exposed to credit risks related

to the potential financial losses of partner companies. By
diversifying its investments by sector, company development
stage and financial instrument type and by limiting the potential
risk of each partner company, the Company has limited portfolio
volatility due to negative events.

The Company does not generally require guarantees to limit
credit risk on its loans. Requiring guarantees would contravene
the eligibility rules for Investments impacting the Québec economy.

In the first six months of 2010, the Company replaced its
computerized rating system with Moody’s RiskAnalyst. This new
system enables a more objective assessment of credit risk, closer
monitoring of high risk files and improved operational efficiency.

Investments are first ranked from 1to 9 based on the criteria defined
by the system. Companies with a ranking of 7 and above are
reviewed on a monthly basis to spread them across ranks 7 to 12.

Ranked by risk, the breakdown of Investments impacting the
Québec economy is as follows (fair value amounts):

As at As at

June 30, December 31,

2010 2009
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The concentration of the five largest Investments impacting
the Québec economy and the five largest Other investments
is as follows (percentages are based on fair asset value):

As at As at
December 31,

2009

June 30,
pLo) [o]

% of asset % of net % of asset % of net

class assets class assets

Investments impacting 284 119 285 126
the Québec economy

Other investments* 72.9 41.0 64.1 331

Sg?g ;Sgg (in thousands of $) (in thousands of $)
Low to
1to6.5 1to4 higher than 326,035 332,224
average risk
7t09 5 At risk 58,305 58,798
10to12 6and7 9NTisk 20,742 10,299

and insolvent

Other investments portfolio risks are managed by diversification
across numerous issuers with a credit rating of BBB from
Standard & Poor’s or DBRS or better. Counterparty risks arising
from cash and repurchase/resale transactions are limited to the
immediate short term.

* Government issuers accounted for 87.1% (86.4% as at December 31, 2009) of the
five largest issuers or counterparties in the Other investments portfolio.

The portfolio summary presented at the end of this MD&A also
provides relevant information for assessing credit concentration risk.

Counterparty risk is low for foreign exchange contracts given the
amounts in question and that the contract counterparty is Caisse
centrale Desjardins.

Liquidity risks

The Company must maintain sufficient liquid assets to fund
share redemptions and committed Investments impacting the
Québec economy. If it failed to do so, the Company would

be dependent on the markets and could be forced to carry
out transactions under unfavourable conditions. With liquid
investments that must, once the Company’s capitalization
reaches maximum limits, represent 35% to 40% of assets under
management and using a management approach that ensures
that the average maturity of bonds matches the average
maturity of expected outflows, the Company can confirm

that liquidity risks are adequately covered.

Operating results

Net results and fund returns

The Company ended the first half of the year on June 30, 2010
with net income of $7.0 million, or a non-annualized return

of 0.8% compared with net income of $6.9 million, or a
non-annualized return of 0.8%, for the same period in 2009.

The Company’s asset allocation strategy allows it to enjoy a
more balanced overall portfolio profile that limits volatility while
actively carrying out its mission to contribute to the economic
development of cooperatives and Québec’s regions. This
should limit the volatility of the Company’s returns in periods

of substantial market turbulence.

The Company’s performance results primarily from Investments
impacting the Québec economy and Other investments,

which generated non-annualized contributions of 1.2% and

1.3% respectively in the first six months of 2010. Expenses, net
of administrative charges, income taxes and capital tax made
up the remainder of the Company’s return with a negative
contribution of 1.6%.
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June 30, 2010 June 30, 2009

Average Weighting Non- Non- Average Weighting Non- Non-
assets under annualized annualized | assets under annualized annualized
management return contribution | management return  contribution

6 months 6 months 6 months 6 months
$M % % % $M % % %
Investments impacting 403 43.8 26 1.2 355 43.0 16 0.7

the Québec economy
Other investments and cash 517 56.2 2.3 1.3 471 57.0 31 17
920 100.0 2.5 2.4 826 100.0 2.4 2.4

Expenses, net of
S 1. 1. 1.4 1.4
administrative charges .3 .3 14) 14)
Income taxes and capital tax (0.3) (0.3) 0.1) 0.1
Company’s return 0.8 0.8 0.8 0.8
June 30, 2010 June 30, 2009

Average Weighting Non- Non- Average Weighting Non- Non-
assets under annualized annualized | assets under annualized annualized
management return  contribution | management return contribution

6 months 6 months 6 months 6 months
$M % % % M % % %

Investments impacting
the Québec economy

Development Capital 149 16.1 0.2 0.1 131 15.8 6.8 1.1

Company Buyouts and
Technological Innovations

Company Buyouts

) 123 13.3 8.0 1.1 93 11.3 4.4 0.5

and Major Investments
Technological Innovations 51 5.6 (1.1) (0.1) 57 6.9 1.9 0.1
174 18.9 5.3 1.0 150 18.2 2.0 0.4
Venture Capital - Health 27 3.0 4.6 0.1 26 3.2 (13.3) 0.5)
Funds 53 5.8 (0.8) 0.0 48 5.8 4.8) 0.3)

Other investments and cash

Bonds, preferred shares, 516 56.1 2.3 13 466 56.5 31 17

money market and cash
Fund of hedge funds 1 0.1 12.1 0.0 5 0.5 0.2 0.0
920 100.0 2.5 2.4 826 100.0 2.4 2.4




Investments impacting the Québec economy
Investments of $32.5 million during the first half of 2010,

sale proceeds of $28.2 million and losses of $1.5 million brought
the total fair value of the Company’s investment portfolio,
including foreign exchange contracts, to $404.8 million as at
June 30, 2010 ($402.0 million as at December 31, 2009).

The Company’s manager has allocated its Investments impacting
the Québec economy activities across four business lines. As part
of its business development activities, the Company’s manager
focuses from time to time on different economic sectors or lines
of business to ensure portfolio balance. In order to generate both
short- and long-term returns for the Company’s shareholders, the
range of financial instruments used may also vary.

Portfolio diversification is determined by adding funds
committed but not disbursed to investments at fair value. As
at June 30, 2010 and December 31 of the past five fiscal years,
the Investments impacting the Québec economy portfolio was
allocated by line of business:

Investments and funds committed but not disbursed
at fair value by line of business 2005-2010 (in %)

0%
20%
40%
60%
80%

100%

Dec. 31, 2005 N I I I
Dec. 31, 2006 N I I I

Dec. 31, 2007 I I I I ]
Dec. 31, 2008 I I I I ]
Dec. 31, 2009 I I — ]
June 30, 2010 I 1 ]

Il Development Capital

[ Company Buyouts and Major Investments*
[ Technological Innovations*

[ Venture Capital - Health

1 Funds

* Given the varied profile of the Company Buyouts and Technological Innovations
business line, the two asset classes that make it up are presented separately
to better reflect the Company’s activities. .

Investment activities should also be measured taking into
account the change in funds committed but not disbursed,
which amounted to $57.9 million as at June 30, 2010, down
$6.0 million from December 31, 2009. New commitments for
the six-month period ended June 30, 2010 totalled $26.5 million
compared with $22.8 million for the same period of 2009.
Investments of $32.5 million in 2010 rounded out the factors
behind this variance.

Total commitments at cost as at June 30, 2010, amounted
to $497.5 million in 232 companies, cooperatives and funds,
of which $439.6 million was disbursed to 226 companies,
cooperative and funds within the portfolio.
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Revenue generated by Investments impacting
the Québec economy
(in thousands of $)

Six months Six months

ended ended

June 30, 2010 June 30, 2009

Revenue 12,331 11,359
Gains (losses) (1,524) (5,420)
10,807 5,939

Revenue consists of interest, dividends and negotiation fees
related to Investments impacting the Québec economy. The
increase in revenue was mainly attributable to the higher average
debenture balance.

The Company accounts for its Investments impacting

the Québec economy at fair value. Two comprehensive
portfolio reviews are carried out each year, with one covering
the six-month period ended June 30 and the other covering
the six-month period ended December 31. As a result of the
June 30, 2010 review, 62 investments were remeasured to
reflect a $1.5 million unrealized decline in value. The public
companies held in the portfolio, of which the fair value based
on market conditions totalled $4.7 million as at June 30, 2010,
caused a decrease in value of $0.4 million during the first
half of the year. For the same period, disposals and writeoffs
of Investments impacting the Québec economy and foreign
exchange contracts resulted in a realized loss of $40.5 million
and an unrealized gain of $40.9 million, for a net upward
impact on results of $0.4 million.

As the overall effect, the Company recorded in its results

for the six-month period realized and unrealized losses of

$1.5 million compared with a loss of $5.4 million for the same
period in 2009. The negative impact of these changes in the
fair value of the Investments impacting the Québec economy
portfolio on the Company’s results is gradually declining, which
indicates that the investment portfolio is more mature and its
asset allocation is more balanced.

As at June 30, 2010, the overall risk level of the Investments
impacting the Québec economy portfolio remained satisfactory
and comparable to levels as at December 31, 2009.

Other investments

Managing the Other investments portfolio involves the portion
of assets not earmarked for Investments impacting the Québec
economy, including temporarily available cash resources prior
to their investment in companies.

Breakdown of net assets as at June 30, 2010

Hl nvestments impacting

42%

the Québec economy ,

1 Other investments 56%
[ Other 2%
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As at June 30, 2010, the Company’s Other investments portfolio,
net of obligations related to securities sold short, including
cash and securities purchased under resale agreements and
securities sold under repurchase agreements but excluding
foreign exchange contracts, totalled $544.4 million compared
with $490.6 million as at December 31, 2009. These funds were
invested mainly on fixed-income securities markets in highly
liquid and low-credit risk instruments. As at June 30, 2010, nearly
75% of portfolio bonds were government-guaranteed. Other
investments accounted for 56% of the portfolio’s total net assets
as at the end of the first six months of 2010, compared with

54% as at December 31, 2009. The excess of net subscriptions
over net realized Investments impacting the Québec economy
contributed to this increase. The Company anticipates that

this ratio will continue to decrease in coming years and will
gradually stabilize around 35% and 40% as capitalization reaches
maximum limits and the pace of redemptions levels off. In
keeping with its core mission, this will allow an increase in funds
allocated to Investments impacting the Québec economy.

The Company maintained a cash position equal to 18.7% of

the Other investments portfolio as at June 30, 2010 (22.2%

as at December 31, 2009) to cover redemption requests by
shareholders and Investments impacting the Québec economy
it expects to make. This level of liquidity, which the Company
is required to maintain in keeping with its sound management
practices, limits the portfolio’s overall potential return.

To enhance total portfolio returns, the Company’s manager

is also authorized to take market positions using purchase/
redemption transactions. Such trades are made in an overlay
portfolio and their potential risk limits are defined and overseen
by the Company’s Financial Asset Management Committee
and tracked daily by the Company’s manager. This activity
generated a gain of $0.8 million for the first six months of 2010
(0.7% million for the same period in 2009). As at June 30, 2010,
the Company’s balance sheet showed $6.3 million in securities
purchased under resale agreements offset by an equal amount
for obligations related to securities sold short. Also as at the
same date, $60.2 million in securities sold under repurchase
agreements were recognized by the Company as liabilities and
offset by bonds for an equal amount under Other investments.

The orderly liguidation of the fund of hedge funds that began in
2008 following the swift collapse of stock prices continued in the
first half of 2010. Accordingly, the Company has received a total
amount of $0.5 million since the beginning of the year, and the
fair value of the remaining shares as at June 30, 2010 amounted
to $0.3 million. In light of the events in 2008, the Company’s
asset allocation strategy no longer includes this asset class.

Contribution generated by Other investments
(in thousands of $)

Six months Six months

ended ended

June 30, 2010 June 30, 2009
Revenue 7,648 7,618
Gains (losses) 4,090 6,501
11,738 14,119

Revenue consists of interest, dividends and trading activities
related to Other investments. Interest income (primarily from
bonds) is recognized at the bond rate in effect at the acquisition
date. Realized gains (losses) are recorded at the date of sale

and consist of the difference between proceeds on disposal

and unamortized cost, regardless of the unrealized appreciation
(depreciation) from prior years, which are reversed and reflected
in unrealized appreciation (depreciation) for the current period.

Other investments continues to provide the Company with

a major source of operating revenue even though interest rates
are low. Other investments contributed $11.7 million for the first
six months of 2010 compared with $14.1 million for the same
period of 2009. Current revenue was comparable with the same
period of 2009, the lower effective average interest rate in the
bond portfolio being offset by a higher average bond balance.
Lastly, in the first half of 2010, the Company recorded a gain

of $4.1 million on its Other investments portfolio. Despite the

25 basis point increase in the key rate announced by the Bank
of Canada in June, reduced market expectations for interest rate
increases in the future generated gains for the bond portfolio.

Capital raising

The Company offers its shares exclusively through the Desjardins
caisse network. As at June 30, 2010, this distribution network
consisted of some 430 Desjardins caisses and close to 870
service centres, totalling approximately 1,300 points of sale.

For any capitalization period, the Company may raise a
maximum of $150 million per period until it has reached at
least $1 billion in share capital for the first time by the end of

a capitalization period. Beginning with the capitalization period
following that, per period, the Company may raise the lesser

of $150 million and the amount of the reduction in share capital
attributable to the Company’s redemptions or purchases by
agreement during the preceding capitalization period. Each
12-month capitalization period begins on March 1. A special

tax is payable by the Company if it fails to comply with these
limits, and control mechanisms have been implemented by

the Company to ensure compliance. The 2009 issue reached
the maximum allowable subscription of $150 million.

Subscription of shares of the Company entitles the shareholder
to receive a non refundable tax credit, which applies only

to Québec tax, for an amount equal to 50% of all amounts
subscribed, up to a maximum tax credit of $2,500 per
capitalization period. The minimum holding period for shares
of the Company is seven years to the day from the date of
purchase before the shareholder would normally be eligible

for a redemption. Note however that shareholders who request
a redemption to withdraw some or all of their shares after the
seven year holding period may not claim a tax credit for any
subscription for which the tax credit would apply in the current
tax year or in any subsequent tax year.



A total of $109.7 million of capital was raised during

the first six months of 2010 compared with $84.1 million

for the same period of 2009. The more favourable economic
environment contributed to this advance. For the first half
of 2010, redemptions totalled $55.0 million compared with
$23.2 million for the first half of the previous year.

Since November 2008 when the first shareholders completed

their minimum seven year holding period, close to 39% of the
shares eligible for redemption have been redeemed. By the end

of 2010, additional shares with an approximate value of $34 million
will become eligible for redemption, bringing potential redemptions
to some $236 million.
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Operating expenses
Expenses
(in thousands of $)

Six months
ended

Six months

ended
June 30, 2010 June 30, 2009

Management fees 11,569 10,422
Other operating expenses 961 1,101
Shareholder services 778 783
Capital tax 325 98

13,633 12,404

Issue Issue price Balance* Eligible for

€3 (M) redemption
2001 10.00 38.9 2008
2002 10.00 122.6 2009
2003 and :]L-(())]Z.i 74.8 2010
2004 10.25 95.8 2011
2005 10.25 95.1 2012
2006 and ]1-831 77.8 2013
2007 i 13'3% 95.4 2014
2008 g oo 139.6 2015
2009 and Z‘Z;‘ 152.7 2016
2010 9.73 75.0 2017
Equity 967.7

* Calculated at net asset value per share as at June 30, 2010

As at June 30, 2010, the Company had $986.4 million in share
capital consisting of 98,774,522 shares outstanding. The number
of shareholders eased lower to 112,113 compared with 118,119 as

at December 31, 20009.

The Company’s policy is to reinvest its annual income from
operations rather than pay dividends to shareholders in order
to increase the capital available for investment in eligible entities
and to create share value appreciation.

Management fees

The annual management fees paid to Desjardins Venture
Capital Inc. amount to 2.5% of the Company’s annual
average assets’ net value, less any amounts payable related
to Investments impacting the Québec economy and Other
investments. Management fees for the first half of 2010
amounted to $11.6 million or 85% of total operating expenses,
compared with $10.4 million or 84% for the same period

of 2009. As in the past, the management fees incurred by the
Company are adjusted to avoid double billing as regards the
Company’s holdings in certain investment funds.

Other operating expenses

The decrease in Other operating expenses is due mainly

to information system development expenditures. Under

the management agreement, the Company incurred certain
non-recurring fees related to