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GSI Group, Inc... supplies precision motion products,
lasers, and laser systems that are used to boost efficiency
and productivity for manufacturers in the global medical,
semiconductor, electronics, and industrial markets.
Recently the company acquired Excel Technology,
another manufacturer of laser systems primarily for the
industrial markets. This acquisition will further diversify
the company’s end markets and geographic presence.

Jean Coutu Group, Inc... operates a network of 343
franchised drugstores in Canada located in Quebec, New
Brunswick and Ontario and employs more than 16,000
people. The company holds a significant interest in Rite
Aid Corporation which is a leading drugstore chain in the
US with approximately 5,100 drugstores in 31 states and
the District of Columbia.

MacDonald, Dettwiler & Associates, Ltd... designed
and built the Canadarm and is a world leader in information
and technology. Its Information Systems group provides
mission critical information systems for robotics, defense,
and satellites. Its Information Products group delivers
land-related products and services concerning legal, asset,
and geographic information.

Nortel Networks Corporation... is a recognized leader
in delivering network and communications equipment.
Serving both service provider and enterprise customers,
Nortel delivers innovative technology solutions
encompassing end-to-end broadband, Voice-Over-Internet
Protocol, multimedia services and applications, and
wireless broadband. In light of a difficult economic
environment the company recently announced a
bankruptcy filing.

QLT, Inc... is a global biopharmaceutical company
whose portfolio of drugs include Visudyne for the treatment
of wet age-related macular degeneration and Eligard for
the treatment of advanced prostate cancer. The company
is also developing an ocular punctal plug drug-delivery
system for the treatment of glaucoma.

North Growth Management Ltd. 2008 Annual Report

Saputo, Inc... is Canada’s largest dairy processor and
snack cake manufacturer as well as Argentina’s third
largest dairy processor. Saputo also has a growing presence
as a cheese producer in the United States. The company’s
products include brand names such as Saputo, Armstrong,
and Dairyland.

Sierra Wireless, Inc... is a leader in developing
innovative broadband wireless data technology for
access through cellular networks. The company offers a
broad product line including the AirCard line of wireless
modems, embedded modules that are built into laptops
and other devices such as point of sale devices, and rugged
modems for vehicle-mounted connectivity solutions.
Recently the company announced an agreement to
acquire Wavecom, a European-based provider of wireless
technology for machine to machine communication.

Tundra Semiconductor Corporation... designs,
develops, and markets standards-based system interconnect
for use by the world’s leading communications and storage
system companies. Tundra System Interconnect is a vital
technology that enables customers to connect critical
system components while compressing development
cycles and maximizing performance. Applications include
wireless infrastructure, storage networking, network
access, military technology, and industrial automation.

WestJet Airlines, Ltd... is Canada’s leading low-cost
airline offering scheduled service throughout its growing
North American and Caribbean network. The company
strives to be the number one choice for travelers by
operating a modern fleet of Boeing Next-Generation 737
aircraft with increased legroom and leather seats as well
as live seatback television provided by Bell ExpressVu on
most of its aircraft.

Zarlink Semiconductor, Inc... delivers semiconductor
solutions that drive the capabilities of voice, enterprise,
broadband, and wireless communications. The company’s
success is built on its technology strengths in voice and
data networks, optoelectronics, and ultra low-power
communications for medical devices.
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Statements of Financial Highlights

Auditors’ Report on Statements of Financial Highlights

To the Unitholders of:

North Growth Canadian Money Market Fund
North Growth Canadian Equity Fund

North Growth U.S. Equity Fund

(collectively referred to as the “Funds”):

We have audited the statements of financial highlights of the Funds for each of the years in the five year period ended
December 31, 2008, which information has been calculated in accordance with the provisions of National Instrument
81-106. This financial information is the responsibility of the Funds’ management. Our responsibility is to express an
opinion on this financial information based on our audits.

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

In our opinion, the statements of financial highlights present fairly, in all material respects, the financial highlights of

the Funds for each of the years in the five year period ended December 31, 2008 in accordance with the provisions of
National Instrument 81-106.

Deloctte § Towche LLP

Chartered Accountants
January 27, 2009

North Growth Management Ltd. 2008 Annual Report



North Growth Canadian Money Market Fund
Statement of Financial Highlights

For THE FIVE YEARS ENDED DECEMBER 31, 2008

The following tables show selected key financial information about the Fund and are intended to help you understand the Fund's
financial performance for the past five years.

2008 2007 2006 2005 2004
Change in Net Assets Per Unit !
Net Assets, Beginning of Year $ 10.00 $ 10.00 $ 10.00 $ 10.00 $ 10.00
Increase (Decrease) From Operations
Total revenue 0.32 0.45 0.41 0.27 0.24
Total expenses (0.03) (0.03) (0.03) (0.03) (0.03)
Net investment income 0.29 0.42 0.38 0.24 0.21
Realized gains for the year - - - - -
Unrealized gains for the year - - - - -
Net gains on investments for the year - - - - -
Total Increase from Operations 2 0.29 0.42 0.38 0.24 0.21

Distributions

From net investment income (0.29) (0.42) (0.38) (0.24) (0.21)
From capital gains - - - — _
Return of capital - - - — —

Total Annual Distributions 3 (0.29) (0.42) (0.38) (0.24) (0.21)

Net Assets, End of Year $ 10.00 $ 10.00 $ 10.00 $ 10.00 $ 10.00

1 This information is derived from the fund's audited annual financial statements as at December 31 of the year shown.

2 Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase / decrease from investment operations is
based on the weighted average number of units outstanding over the financial period.

3 Distributions were paid in cash / reinvested in additional units of the Fund, or both.

Ratios and Supplemental Data

Net asset value (000’s) $ 6,460 $ 6,803 $ 6,338 $ 6,151 $ 8,459
Number of units outstanding (000’s) 646 680 634 615 846
Management expense ratio 4 0.25% 0.25% 0.26% 0.27% 0.27%
Annual rate of return 5 2.92% 4.34% 3.84% 2.42% 2.03%
Net asset value per unit $ 10.00 $ 10.00 $ 10.00 $ 10.00 $ 10.00

4 Management expense ratio is based on total expenses (excluding commissions and other portfolio transaction costs) for the stated period and is expressed as
an annualized percentage of daily average net asset value during the period.

5 Annual rate of return represents the historical total rate of return for the year and includes the reinvestment of all distributions.

North Growth Management Ltd. 2008 Annual Report
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North Growth Canadian Equity Fund
Statement of Financial Highlights

For THE FIVE YEARS ENDED DEceEmMBER 31, 2008

The following tables show selected key financial information about the Fund and are intended to help you understand the Fund's
financial performance for the past five years.

2008 2007 2006 2005 2004

Change in Net Assets Per Unit '
Net Assets, Beginning of Year $ 11.21 $ 12.65 $ 1218 $ 12.89 $ 12.37
Increase (Decrease) From Operations
Total revenue 0.11 0.13 0.08 0.08 0.06
Total expenses (0.11) (0.16) (0.16) (0.16) (0.13)

Net investment (loss) - (0.03) (0.08) (0.08) (0.07)
Realized (losses) gains for the year (0.33) 0.38 0.51 1.77 0.33
Unrealized (losses) gains for the year (5.16) (1.59) 0.54 (0.95) 0.32

Net (losses) gains on investments

for the year (5.49) (1.21) 1.05 0.82 0.65
Total (Decrease) Increase from Operations 2 (5.49) (1.24) 0.97 0.74 0.58
Distributions
From dividends - - (0.08) (0.09) -
From net investment income - - (0.08) (0.09) -
From capital gains - - (0.51) (1.36) (0.15)
Return of capital - - - - -
Total Annual Distributions 3 - - (0.59) (1.45) (0.15)
Net Assets, End of Year $ 5.93 $ 11.21 $ 12.65 $ 12.18 $ 12.89

1 This information is derived from the fund's audited annual financial statements as at December 31 of the year shown.

2 Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase / decrease from investment operations
is based on the weighted average number of units outstanding over the financial period.

3 Distributions were paid in cash / reinvested in additional units of the Fund, or both.

Ratios and Supplemental Data

Net asset value (000’s) $ 11,075 $ 19,488 $ 25,796 $ 22,406 $ 20,343
Number of units outstanding (000’s) 1,847 1,733 2,040 1,839 1,578
Management expense ratio 4 1.25% 1.25% 1.25% 1.30% 1.31%
Trading expense ratio 5 0.28% 0.16% 0.21% 0.27% N/A
Portfolio turnover rate 6 26.43% 26.92% 30.84% 77.65% 30.76%
Annual rate of return 7 (46.68%) (11.06%) 8.80% 5.76% 5.38%
Net asset value per unit $ 593 $§ 11.21 $ 12.65 $ 12.18 $ 12.89

4 Management expense ratio is based on total expenses (excluding commissions and other portfolio transaction costs) for the stated period and is expressed as
an annualized percentage of daily average net assets during the period.

The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an annualized percentage of daily average net asset
value during the period.

The Fund's portfolio turnover rate indicates how actively the Fund's portfolio advisor manages its portfolio investments. A portfolio turnover rate of 100% is
equivalent to the Fund buying and selling all of the securities in its portfolio once in the course of the year. The higher a fund's portfolio turnover rate in a
year, the greater the trading costs payable by the fund in the year, and the greater the chance of an investor receiving taxable capital gains in the year.

There is not necessarily a relationship between a high turnover rate and the performance of a fund.

Annual rate of return represents the historical total rate of return for the year and includes the reinvestment of all distributions.

(6]
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North Growth U.S. Equity Fund
Statement of Financial Highlights

For THE FIVE YEARS ENDED DECEMBER 31, 2008

The following tables show selected key financial information about the Fund and are intended to help you understand the Fund's
financial performance for the past five years.

2008 2007 2006 2005 2004
Change in Net Assets Per Unit '
Net Assets, Beginning of Year $ 22.90 $ 25.75 § 22.84 $§ 24.02 $ 23.32
Increase (Decrease) from Operations
Total revenue 0.28 0.25 0.32 0.16 0.22
Total expenses (0.24) (0.30) (0.28) (0.31) (0.28)
Net investment income (loss) 0.04 (0.05) 0.04 (0.15) (0.06)
Realized (losses) gains for the year (0.36) 0.21 0.27 4.15 0.46
Unrealized (losses) gains for the year (5.92) (2.95) 2.58 (2.50) 0.39
Net (losses) gains on investments
for the year (6.28) (2.74) 2.85 1.65 0.85
Total (Decrease) Increase from Operations 2 (6.24) (2.79) 2.89 1.50 0.79
Distributions
From income (excluding dividends) - - - - -
From dividends (0.03) - - - -
From net investment income (0.03) - - - -
From capital gains - - - (2.76) (0.10)
Return of capital - - - - -
Total Annual Distributions 3 (0.03) - - (2.76) (0.10)
Net Assets, End of Year $ 16.76 $ 22.90 $ 25.75 $ 22.84 $ 24.02

1 This information is derived from the fund's audited annual financial statements as at December 31 of the year shown.

2 Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase / decrease from investment operations is
based on the weighted average number of units outstanding over the financial period.

3 Distributions were paid in cash / reinvested in additional units of the Fund, or both.

Ratios and Supplemental Data

Net asset value (000’s) $180,692 $254,630 $294,147 $256,772 $231,803
Number of units outstanding (000’s) 10,774 11,105 11,425 11,242 9,650
Management expense ratio 4 1.20% 1.20% 1.20% 1.21% 1.23%
Trading expense ratio 5 0.10% 0.06% 0.16% 0.18% N/A
Portfolio turnover rate 6 23.93% 17.07% 42.93% 58.07% 50.51%
Annual rate of return 7 (26.73%) (10.94%) 12.72% 6.47% 3.45%
Net asset value per unit $ 16.76 $ 22,90 $ 25.75 § 2284 $ 24.02

4 Management expense ratio is based on total expenses (excluding commissions and other portfolio transaction costs) for the stated period and is expressed as
an annualized percentage of daily average net asset value during the period.

5 The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an annualized percentage of daily average net
assets during the period.

6 The Fund's portfolio turnover rate indicates how actively the Fund's portfolio advisor manages its portfolio investments. A portfolio turnover rate of 100% is
equivalent to the Fund buying and selling all of the securities in its portfolio once in the course of the year. The higher a fund's portfolio turnover rate in a
year, the greater the trading costs payable by the fund in the year, and the greater the chance of an investor receiving taxable capital gains in the year.
There is not necessarily a relationship between a high turnover rate and the performance of a fund.

7 Annual rate of return represents the historical total rate of return for the year and includes the reinvestment of all distributions.

North Growth Management Ltd. 2008 Annual Report
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Financial Statements

Auditors’ Report

To the Unitholders of:

North Growth Canadian Money Market Fund
North Growth Canadian Equity Fund

North Growth U.S. Equity Fund
(collectively referred to as the “Funds”):

‘We have audited the statements of net assets and of investments of the Funds as at December 31, 2008, and the statements
of operations and changes in net assets for the year then ended. These financial statements are the responsibility of the
Funds’ management. Our responsibility is to express an opinion on these financial statements based on our audit.

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

In our opinion, these financial statements present fairly, in all material respects, the financial position of the Funds as

at December 31, 2008, and the results of their operations and the changes in their net assets for the year then ended, in
accordance with Canadian generally accepted accounting principles.

Deloctte § Towche LLP

Chartered Accountants
Vancouver, B.C.
January 26, 2009

North Growth Management Ltd. 2008 Annual Report



North Growth Mutual Funds

Statements of Net Assets

DecemBER 31, 2008

(in thousands of dollars except per unit amounts)

Canadian
Money Market Canadian U.Ss.
Fund Equity Fund Equity Fund
2008 2007 2008 2007 2008 2007

Assets

Investments - at fair value (Note 2)

Cash

Due from brokers

Accrued interest and dividends receivable

Liabilities
Accounts payable and accrued liabilities

Due to brokers
Due to unitholders

Net Assets - Representing
Unitholders’ Equity (Note 5)

Number of Units
Outstanding (000’s) (Note 5)

Net Assets Per Unit (Note 2(g))

$ 6411 $ 6,762 $10,909 $ 19,214 $179,852 $251,505
42 22 24 80 579 2,859

= - = 408 = -

8 20 28 10 410 248

50 42 52 498 989 3,107
6,461 6,804 10,961 19,712 180,841 254,612

1 1 11 21 184 265

- - - 262 - -

- - - - 85 5

1 1 11 283 269 270

$ 6460 $ 6803 §10,950 $ 19,429 $180,572 $254,342
646 680 1,847 1,733 10,774 11,105

$ 1000 $ 1000 $ 593 $ 1121 § 1676 $ 22.90

Approved on behalf of the Manager, North Growth Management Ltd.

7

Rudy North, President

North Growth Management Ltd. 2008 Annual Report
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North Growth Mutual Funds

Statements of Operations

YEAR ENDED DEcEmMBER 31, 2008

(in thousands of dollars except per unit amounts)

Canadian
Money Market Canadian u.s.
Fund Equity Fund Equity Fund
2008 2007 2008 2007 2008 2007
Investment Income
Dividends (1) $ - $ - $ 211 $ 254  $ 3,110 $ 2,758
Interest 208 264 1 1 3 4
208 264 212 255 3,113 2,762
Expenses
Management fees (Note 6) 17 15 212 313 2,634 3,325
17 15 212 313 2,634 3,325

Net Investment Income (Loss) (Note 3) 191 249 - (58) 479 (563)
Realized and Unrealized Gains (Losses)

on Investments and Transaction Costs
Proceeds from sale of investments 79,079 61,311 4,453 10,519 55,585 55,119
Investments at average cost,

beginning of year 6,762 6,321 21,281 24,516 228,330 234,303
Cost of investments purchased 78,728 61,752 6,254 6,546 52,341 46,835

85,490 68,073 27,535 31,062 280,671 281,138

Investments at average cost, end of year (6,411) (6,762) (22,471) (21,281) (221,195) (228,330)
Cost of investments sold 79,079 61,311 5,064 9,781 59,476 52,808
Net realized gains (losses) on sale of

investments (Note 7) - - 611) 738 (3,891) 2,31
Change in unrealized appreciation

(depreciation) of investments - - (9,495) (3,036) (64,594)  (32,528)
Transaction costs (Note 2(d)) - - (48) (40) (228) (167)
Net (Losses) Gains on Investments (Note 3) - - (10,154) (2,338) (68,713)  (30,384)
Increase (Decrease) in Net Assets

from Operations $ 191 $ 249 $(10,154) $ (2,396) $(68,234) $(30,947)
Earnings Per Unit (Note 2(g)) $ 029 $ 042 § (549 $ (1.24) $ (6.24) $ (2.78)
Average Number of Units Outstanding

During the Year (000's) 659 586 1,848 1,934 10,929 11,116

(1) Net of withholding taxes, where applicable.

North Growth Management Ltd. 2008 Annual Report



North Growth Mutual Funds
Statements of Changes in Net Assets

YeEARS ENDED DEcCceEmMBER 31, 2008

(in thousands of dollars)

Canadian
Money Market Canadian U.Ss.
Fund Equity Fund Equity Fund
2008 2007 2008 2007 2008 2007

Total Increase (Decrease) in Net Assets

from Operations
Distributions to Unitholders

From net investment income

Capital Unit Transactions

Units issued on sales

Units issued on reinvestment
of distributions

Units redeemed

Increase (Decrease) in Net Assets

Fair Value Adjustment

From December 31, 2006 closing prices

to bid prices (Note 2)
Net Assets, Beginning of Year

Net Assets, End of Year

$ 191 $ 249 $(10,154) $ (2.396) $ (68,234) $ (30,947)
(191) (249) = - (295) -
2,719 2,372 3,168 230 14,460 11,842

191 249 = - 292 _
(3,253) (2,156) (1,493) (3,954)  (19,993)  (20,436)
(343) 465 1,675 (3,724) (5,241) (8,594)
(343) 465 (8,479) (6,120)  (73,770)  (39,541)

_ - = (247) - (264)
6,803 6,338 19,429 25,796 254,342 294,147
$ 6,460 $ 6,803 $ 10,950 $ 19,429 $180,572 $254,342

North Growth Management Ltd.

2008 Annual Report
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North Growth Canadian Money Market Fund
Statement of Investments

DecemBER 31, 2008
(in thousands of dollars)

Face Average Cost and % of Net
Value Security Fair Value Assets
$ 200 Canadian Wheat Board, 1.51%, January 5, 2009 $ 200 3.10
100 Province of Ontario, 1.38%, January 7, 2009 100 1.55
200 Enbridge Inc., 2.60%, January 8, 2009 199 3.08
150 Government of Canada, 1.75%, January 8, 2009 150 2.32
250 Government of Canada, 1.65%, January 8, 2009 249 3.85
200 Government of Canada, 1.32%, January 8, 2009 200 3.10
200 TransCanada PipeLines Limited, 2.53%, January 9, 2009 199 3.08
200 Alberta Treasury Branch, 1.40%, January 12, 2009 200 3.10
300 GE Capital Canada Funding Company, 2.20%, January 12, 2009 299 4.63
200 Province of British Columbia, 1.25%, January 12, 2009 200 3.10
300 Province of British Columbia, 0.70%, January 12, 2009 300 4.64
200 Province of Ontario, 1.25%, January 12, 2009 200 3.10
200 Suncor Energy Inc., 2.09%, January 12, 2009 200 3.10
200 Bank of Nova Scotia, 1.50%, January 13, 2009 200 3.10
200 Honda Canada Finance Inc., 2.50%, January 13, 2009 199 3.08
250 Bank of Montreal, 1.50%, January 14, 2009 250 3.86
200 John Deere Ltd., 2.83%, January 14, 2009 199 3.08
200 Province of Quebec, 1.90%, January 14, 2009 199 3.08
300 PSP Capital Inc., 2.23%, January 14, 2009 299 4.63
250 Toyota Credit Canada Inc., 2.45%, January 16, 2009 249 3.85
200 Royal Bank of Canada, 1.50%, January 19, 2009 200 3.10
200 OMERS Realty Corporation, 1.63%, January 20, 2009 200 3.10
200 EnCana Corporation, 1.80%, January 21, 2009 200 3.10
149 Caterpillar Financial Services Inc., 2.25%, January 22, 2009 149 2.31
300 Government of Canada, 0.85%, January 22, 2009 299 4.63
175 Province of New Brunswick, 0.85%, January 22, 2009 175 2.70
250 Shoppers Drug Mart Corporation, 1.68%, January 23, 2009 250 3.86
250 Paccar Financial Services Inc., 2.85%, January 26, 2009 249 3.85
200 Cn Rail Co., 2.00%, January 30, 2009 199 3.08
200 Total Capital Canada Ltd., 1.60%, February 11, 2009 199 3.08
Total investments 6,411 99.24

Other assets less liabilities 49 0.76

Net assets $ 6,460 100.00
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North Growth Canadian Money Market Fund

DecemBER 31, 2008
(in thousands of dollars)

Financial Instruments

Assets $
Investments and cash 6,453
Loans and receivables 8
Total Assets 6,461
Liabilities

Financial liabilities at cost 1
Total Liabilities 1

Accrued interest and dividends receivable and amounts due from brokers are deemed to be loans and receivables
and are recorded at cost. Similarly, amounts due to brokers, amounts due to unitholders, and accounts payable and
accrued liabilities are deemed to be financial liabilities and are reported at cost.

Financial Risk Management
Investment Strategy

The objective of the Fund is to conserve capital while maintaining liquidity and earning regular income. The Fund
invests in highly-rated short-term money market instruments such as treasury bills, commercial paper and bankers'
acceptances issued by governments, financial institutions and major corporations. The average duration of the
portfolio is less than 30 days. The portfolio is monitored on a daily basis.

The Fund's activities expose it to a variety of financial risks including market risk, liquidity risk, credit risk and
interest rate risk. The Fund's overall risk management program seeks to minimize the potential adverse effects of
these risks on the Fund's financial performance. The maximum risk resulting from investing in financial instruments
is the fair value of the financial instruments.

Market Risk

At December 31, 2008, the overall market exposures were as follows:

Fair Value Net Assets
$ %
Investments 6,411 99.24

Management's best estimate of the impact on net assets due to a reasonably possible change in indices, with all
other variables held constant, is as follows:

Change Impact on
in Price Net Assets
Benchmark % $
30 Day Treasury Bills +/- 1.00 +/- 65

The benchmark selected represents the exposure of the Fund's investments to the asset class. The 30 Day Treasury
Bill index is based upon the average daily yield of 30 day Government of Canada treasury bills.

North Growth Management Ltd. 2008 Annual Report
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North Growth Canadian Money Market Fund

DecemBER 31, 2008
(in thousands of dollars)

Liquidity Risk
Liquidity risk represents the potential loss stemming from the lack of marketability of an investment that cannot

be bought or sold quickly enough to prevent or minimize a loss. The Fund invests the majority of its assets in
investments that are traded in an active market and can be readily disposed of.

There can be no assurance that an active trading market for the investments will exist at all times, or that the prices
at which the securities trade accurately reflect their values. Thin trading in a security could make it difficult to
liquidate holdings quickly.

The Fund's financial liabilities at December 31, 2008 of $1 are all due within 30 days.

Credit Risk

Credit risk represents the potential loss that the Fund would incur if the counterparties failed to perform in
accordance with the terms of their obligations to the Fund. The Fund invests in financial assets which have an
investment grade as rated by a well-known rating agency.

Portfolio by rating category, as a percentage of total portfolio, as at December 31, 2008:

Portfolio
Rating %
AAA 5
R-1 (high) 61
R-1 (middle) 8
R-1 (low) 26
100

The ratings R-1 (high), R-1 (middle), and R-1 (low) are ratings assigned to short-term debt by Dominion Bond Rating
Service and represent highest credit quality, superior credit quality, and satisfactory credit quality, respectively.

Interest Rate Risk

Interest rate risk represents the potential loss resulting from fluctuations in interest rates and has the greatest
impact on longer term debt instruments. The Fund invests only in short-term notes maintaining an average maturity
of less than 30 days and accordingly has minimal exposure to interest rate risk.

North Growth Management Ltd. 2008 Annual Report



North Growth Canadian Equity Fund

Statement of Investments

DecemBER 31, 2008
(in thousands of dollars)

Number % of Net
of Shares Security Average Cost Fair Value Assets
260,000 Bombardier Inc., Class B $ 749 $ 1,149 10.49
84,000 Westlet Airlines Ltd. 1,004 1,100 10.04
222,300 EXFO Electro-Optical Engineering Inc. 1,247 840 7.67
30,000 Dorel Industries Inc., Class B 1,024 813 7.42
105,000 Sierra Wireless Inc. 1,610 739 6.74
60,000 Biovail Corporation 1,390 691 6.31
185,400 Tundra Semiconductor Corporation 910 593 5.42
72,000 Jean Coutu Group (PJC) Inc., Class A 1,564 590 5.39
107,025 ATS Automation Tooling Systems Inc. 1,033 535 4.89
278,400 Certicom Corporation 718 507 4.63
23,100 MacDonald, Dettwiler and Associates Ltd. 648 498 4.55
170,600 QLT Inc. 654 478 4.37
57,800 CAE Inc. 592 466 4.26
18,000 Saputo Inc. 317 397 3.63
1,059,800 Zarlink Semiconductor Inc. 1,633 323 2.95
78,200 Cossette Communication Group Inc. 577 314 2.87
205,500 Ballard Power Systems Inc. 1,064 271 2.47
296,200 Day4 Energy Inc. 994 258 2.36
336,300 GSI Group Inc. 2,314 225 2.05
260,800 Angiotech Pharmaceuticals Inc. 1,534 94 0.86
87,500 Nortel Networks Corporation 895 28 0.26
Total investments $ 22,471 10,909 99.63

Other assets less liabilities 11 0.37

Net assets $ 10,950 100.00

North Growth Management Ltd.

2008 Annual Report
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North Growth Canadian Equity Fund

DecemBER 31, 2008
(in thousands of dollars)

Financial Instruments

Assets $
Investments and cash 10,933
Loans and receivables 28
Total Assets 10,961
Liabilities

Financial liabilities at cost 11
Total Liabilities 11

Accrued interest and dividends receivable and amounts due from brokers are deemed to be loans and receivables
and are recorded at cost. Similarly, amounts due to brokers, amounts due to unitholders, and accounts payable and
accrued liabilities are deemed to be financial liabilities and are reported at cost.

Financial Risk Management
Investment Strategy

The Fund aims to achieve long-term capital growth by investing primarily in equity securities of Canadian issuers.
All equity securities are subject to normal market fluctuations and present a risk of loss of capital. The Fund
manager manages this risk through a careful selection of securities. Securities are screened for key fundamental
characteristics such as price earnings ratio, earnings growth and revenue growth. The goal is to identify securities
of quality companies with financial strength and strong earnings growth that can be purchased at a reasonable
price. The portfolio is monitored on a daily basis.

The Fund's activities expose it to a variety of financial risks including market risk, liquidity risk, credit risk and
interest rate risk. The Fund's overall risk management program seeks to minimize the potential adverse effects of
these risks on the Fund's financial performance. The maximum risk resulting from investing in financial instruments
is the fair value of the financial instruments.

Market Risk

At December 31, 2008, the overall market exposures were as follows:

Fair Value Net Assets
$ %
Investments 10,909 99.63

Management's best estimate of the impact on net assets due to a reasonably possible change in indices,
with all other variables held constant, is as follows:

Change Impact on

in Price Net Assets
Benchmark % $
S&P/TSX +/- 20.00 +/- 2,190

The benchmark selected represents a general view of the Fund's investable universe. The S&P/TSX is a capitalization-
weighted index that measures the performance of stocks traded on the Toronto Stock Exchange. The Fund is in no
way managed to mimic this benchmark.

North Growth Management Ltd. 2008 Annual Report



North Growth Canadian Equity Fund

DecemBER 31, 2008
(in thousands of dollars)

Liquidity Risk
Liquidity risk represents the potential loss stemming from the lack of marketability of an investment that cannot

be bought or sold quickly enough to prevent or minimize a loss. The Fund invests the majority of its assets in
investments that are traded in an active market and can be readily disposed of.

There can be no assurance that an active trading market for the investments will exist at all times, or that the prices
at which the securities trade accurately reflect their values. Thin trading in a security could make it difficult to
liquidate holdings quickly.

The Fund's financial liabilities at December 31, 2008 of $11 were all due within 30 days.

Credit Risk

Credit risk represents the potential loss that the Fund would incur if the counterparties failed to perform
in accordance with the terms of their obligations to the Fund.

Payments to brokers for securities purchased are only made upon delivery of the securities to the Fund. Delivery
to brokers for securities sold is only made once the Fund has received payment from the broker. Therefore the risk
of default is considered minimal.

Credit risk is generally associated wth derivative contracts and debt securities, such as bonds. The Fund does not
invest in any derivatives or debt securities.

Interest Rate Risk

Interest rate risk represents the potential loss resulting from fluctuations in interest rates and has the greatest
impact on longer term debt instruments. The Fund does not have any direct exposure to this risk factor with
cash balances invested in overnight deposits or short-term treasury notes.
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North Growth U.S. Equity Fund
Statement of Investments

DecemBER 31, 2008
(in thousands of dollars)

Number % of Net
of Shares Security Average Cost Fair Value Assets
913,260 Cisco Systems Inc. $ 19,340 $ 18,109 10.02
127,000 Apple Inc. 6,556 13,202 7.31
417,500 Bristol-Myers Squibb Company 11,126 11,813 6.54
612,300 Intel Corporation 13,186 10,941 6.06
528,710 General Electric Company 19,862 10,413 5.77
393,400 Microsoft Corporation 11,837 9,315 5.16
126,000 Wal-Mart Stores Inc. 7,127 8,596 4.76
209,100 St. Jude Medical Inc. 8,185 8,377 4.64
355,000 Pfizer Inc. 9,302 7,658 4.24
264,000 Citrix Systems Inc. 7,088 7,579 4.20
584,600 Applied Materials Inc. 11,578 7,213 3.99
226,900 Sybase Inc. 4,995 6,840 3.79
223,000 Safeway Inc. 6,697 6,456 3.58
113,000 Zimmer Holdings Inc. 10,137 5,563 3.08
72,500 Precision Castparts Corp. 6,694 5,248 2.91
537,303 DSP Group Inc. 11,961 5,235 2.90
194,800 Adobe Systems Inc. 4,723 5,051 2.80
500,500 Boston Scientific Corporation 5,600 4,712 2.61
243,900 Texas Instruments Inc. 7,000 4,608 2.55
95,000 Cerner Corporation 3,888 4,441 2.46
212,000 Herman Miller Inc. 6,066 3,362 1.86
64,200 WellPoint Inc. 3,508 3,294 1.82
52,000 NIKE Inc., Class B 2,523 3,228 1.79
241,000 Cheesecake Factory Inc. 6,777 2,962 1.64
234,923 American Eagle Outfitters Inc. 4,765 2,678 1.48
14,500 Goldman Sachs Group Inc. 2,043 1,490 0.83
129,000 Citigroup Inc. 3,995 1,053 0.58
501,900 Pier 1 Imports Inc. 2,269 226 0.13
601,100 Mesa Air Group Inc. 2,367 189 0.10
Total investments $221,195 179,852 99.60

Other assets less liabilities 720 0.40

Net assets $180,572 100.00
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North Growth U.S. Equity Fund

DecemBER 31, 2008
(in thousands of dollars)

Financial Instruments

Assets $
Investments and cash 180,431
Loans and receivables 410
Total Assets 180,841
Liabilities

Financial liabilities at cost 269
Total Liabilities 269

Accrued interest and dividends receivable and amounts due from brokers are deemed to be loans and receivables
and are recorded at cost. Similarly, amounts due to brokers, amounts due to unitholders, and accounts payable and
accrued liabilities are deemed to be financial liabilities and are reported at cost.

Financial Risk Management
Investment Strategy

The Fund aims to achieve long-term capital growth by investing primarily in equity securities of United States
issuers. All equity securities are subject to normal market fluctuations and present a risk of loss of capital. The Fund
manager manages this risk through a careful selection of securities. Securities are screened for key fundamental
characteristics such as price earnings ratio, earnings growth and revenue growth. The goal is to identify securities
of quality companies with financial strength and strong earnings growth that can be purchased at a reasonable
price. The portfolio is monitored on a daily basis.

The Fund's activities expose it to a variety of financial risks including market risk, liquidity risk, credit risk, currency
risk and interest rate risk. The Fund's overall risk management program seeks to minimize the potential adverse
effects of these risks on the Fund's financial performance. The maximum risk resulting from investing in financial
instruments is the fair value of the financial instruments.

Market Risk

At December 31, 2008, the overall market exposures were as follows:

Fair Value Net Assets
$ %
Investments 179,852 99.60

Management's best estimate of the impact on net assets due to a reasonably possible change in indices, with all
other variables held constant, is as follows:

Change Impact on
in Price Net Assets
Benchmark % $
S&P 500 +/- 20.00 +/- 36,114

The benchmark selected represents a general view of the Fund's investable universe. The S&P 500 index tracks
the common share price of 500 leading United States companies. The Fund is in no way managed to mimic this
benchmark.
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North Growth U.S. Equity Fund

DecemBER 31, 2008
(in thousands of dollars)

Liquidity Risk
Liquidity risk represents the potential loss stemming from the lack of marketability of an investment that cannot

be bought or sold quickly enough to prevent or minimize a loss. The Fund invests the majority of its assets in
investments that are traded in an active market and can be readily disposed of.

There can be no assurance that an active trading market for the investments will exist at all times, or that the
prices at which the securities trade accurately reflect their values. Thin trading in a security could make it difficult
to liquidate holdings quickly.

The Fund's financial liabilities at December 31, 2008 of $269 were all due within 30 days.

Credit Risk
Credit risk represents the potential loss that the Fund would incur if the counterparties failed to perform in
accordance with the terms of their obligations to the Fund.

Payments to brokers for securities purchased are only made upon delivery of the securities to the Fund. Delivery
to brokers for securities sold is only made once the Fund has received payment from the broker. Therefore the
risk of default is considered minimal.

Credit risk is generally associated wth derivative contracts and debt securities, such as bonds. The Fund does not
invest in any derivatives or debt securities.

Currency Risk

Currency risk represents the potential loss that the Fund could incur from fluctuations in the Canadian dollar
versus the U.S. dollar exchange rate. The assets of the Fund are generally held in U.S. dollars and accordingly any
appreciation of the Canadian dollar versus the U.S. dollar will result in a currency related loss. The Fund does not
attempt to manage this risk.

The Fund's exposure to currency risk at December 31, 2008 was as follows:

Investments Cash Reveivables Total
CD$ CD$ CD$ CD$
U.S. Dollar 179,852 312 410 180,574

As at December 31, 2008, had the Canadian Dollar strengthened or weakened by 3% in relation to the U.S. Dollar,
with all other variables held constant, net assets would have decreased or increased, respectively, by approximately
$5,417.

Interest Rate Risk

Interest rate risk represents the potential loss resulting from fluctuations in interest rates and has the greatest
impact on longer term debt instruments. The Fund does not have any direct exposure to this risk factor with cash
balances invested in overnight deposits or short-term treasury notes.
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North Growth Mutual Funds
Notes to the Financial Statements

DecemBER 31, 2008

1. The Funds

The North Growth Canadian Money Market Fund (the
“Canadian Money Market Fund”), the North Growth
Canadian Equity Fund (the “Canadian Equity Fund”),
and the North Growth U.S. Equity Fund (the “U.S. Equity
Fund”) are open-ended mutual funds established under
the laws of the Province of British Columbia.

These financial statements are denominated in Canadian
dollars. Also, for purposes of these financial statements:

(a) reference herein to “Fund” or “Funds” refers
individually or collectively, respectively, to the
above-mentioned funds;

(b) reference to “year” or “years” includes, where
applicable, “period” or “periods”.

(c) GAAP NAV is the Funds’ net asset value for
financial statement presentation calculated using
the bid price for the Fund’s investments.

(d) Transactional NAV is the Funds’ net asset value
for capital transactions such as purchases and
redemptions calculated using the closing price for
the Funds’ investments.

2. Significant Accounting Policies

These financial statements have been prepared in
accordance with Canadian generally accepted accounting
principles and reflect the following significant accounting
policies:

(a) Impactoftheadoptionofnew financial instrument
standards

In December, 2006 the CICA issued Section 3862,
“Financial Instruments — Disclosures” and Section
3863, “Financial Instruments — Presentation” which
are applicable for the year ended December 31,
2008. These presentation and disclosure sections for
financial instruments replace Section 3861, “Financial
Instruments — Disclosure and Presentation”. The
new presentation and disclosure standards modify
and increase requirements pertaining to disclosures
and substantially maintain existing presentation
requirements. These new sections give greater
importance to disclosures in terms of the nature
and scope of the risks associated with financial
instruments, and the way entities manage these risks.
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Funds’ specific risk disclosures are presented in a
schedule to the Investment Portfolio. The adoption
of the new disclosure requirements does not impact
GAAP NAV or the Transactional NAV. The new
disclosures are presented after the statement of
investments for each Fund.

CICA Section 1535, “Capital Disclosure”, became
applicable to the Funds in 2008. This section
specifies the disclosure of (i) an entity’s objectives,
policies and processes for managing capital; (ii)
quantitative data and qualitative information about
what the entity regards as capital; (iii) whether the
entity has complied with any capital requirements;
and (iv) if it has not complied, the consequences
of such non-compliance. The adoption of Section
1535 did not have a significant impact on the Funds’
disclosures as: (i) each of the Fund’s objectives,
policies and processes are described in the Offering
Memorandum and Trust Agreement; (ii) information
on the Funds’ unitholders’ equity is described in the
statement of changes in net assets and Note 5; and
(iii) the Funds do not have any externally imposed
capital requirements.

b) Accounting estimates

The preparation of financial statements in accordance
with Canadian generally accepted accounting
principles requires management to make estimates
and assumptions that affect the reported amounts in
these financial statements. Actual results may differ
from those estimates.

c) Basis of determining fair market value for
investments

Each investment security is valued at fair value,
which is determined by the closing bid price for
securities purchased long and closing ask price
for securities sold short, thereof as reported by the
principal securities exchange on which the security is
traded. The principal amounts of short-term notes are
valued at cost which, together with accrued interest,
approximates fair market value. If no bid prices are
available securities traded in an active market are
valued at the closing sale price or the securities are
valued at their fair value as determined by North
Growth Management Ltd. on the basis of the latest
reported information available.



d)

Investment transactions, income and transaction
costs

Investment transactions are accounted for on the
day that a buy or sell order is executed. Dividend
income, including stock dividends, is recorded
on the ex-dividend date and interest income is
recorded on the accrual basis. Realized gains and
losses on investment transactions and the unrealized
appreciation or depreciation of investments are
computed on an average cost basis.

Transaction costs, such as brokerage commissions
incurred in the purchase and sale of securities
by the Funds, are recognized in the Statement of
Operations in the period incurred. Transaction costs
are incremental costs that are directly paid to agents,
advisors, brokers and dealers, levies by regulatory
agencies and securities exchanges, and transfer taxes
and duties.

(e) Translation of foreign currencies

Foreign currency assets and liabilities are translated
into Canadian dollars at the rate of exchange prevailing
on the year-end date except for the historical costs
of investments which are translated at the rate of
exchange prevailing on the date of purchase. The
proceeds from sale of investments and investment
income in foreign currencies are translated into
Canadian dollars at the approximate rate of exchange
prevailing on the dates of such transactions. Gains
and losses from transactions in and the translation of
foreign currencies are considered to be investment
transactions and accordingly, are included in the net
gain or loss on investments.

(f) Unrealized appreciation or depreciation of
investments

The unrealized appreciation or depreciation of
investments represents the aggregate of the difference
between their average cost and market value at the
year-end date.

(g) Per unit amounts

The net asset value per unit is calculated based on the
number of units outstanding post-distribution at the
end of the year.

Earnings per unit in the Statement of Operations
represents the increase (decrease) in net assets from
operations, divided by the average number of units
outstanding during the year.

3. Income Taxes

The Canadian Money Market Fund and the Canadian
Equity Fund are classified as “Unit Trusts” under the
Income Tax Act. The Funds distribute to their unitholders
all of their annual taxable income, including their taxable
net realized capital gains, with the result that the Funds are
not liable for any income taxes.

The U.S. Equity Fund is classified as a “Mutual Fund
Trust” under the Income Tax Act. The Fund distributes to
its unitholders all of its annual taxable income, including
such portion of its taxable net realized capital gains, as
will result in the Fund not being liable for any income
taxes.

Income tax legislation currently allows a qualifying
Mutual Fund Trust to elect to have a taxation year-end
of December 15 instead of December 31. The Canadian
Equity Fund and the U.S. Equity Fund have made such
an election. In the case of the Canadian Equity Fund, this
election was made in a previous year when the Fund was
classified as a “Mutual Fund Trust”.

4. Distributions to Unitholders

The Canadian Money Market Fund allocates its taxable
net investment income to its unitholders on a daily basis
and distributes that amount on a monthly basis.

The Canadian Equity Fund and the U.S. Equity Fund
make annual distributions to unitholders of their taxable
net investment income and the net realized capital gains
on sale of investments.

The distributions are reinvested in additional units of
the Funds unless a unitholder elects to receive his or her
proportionate share of any distributions in cash.
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North Growth Mutual Funds

Notes to the Financial Statements...

DecemBER 31, 2008

5. Unitholders’ Equity

Unitholders’ equity includes the Fund units outstanding,
retained net investment income and net realized gains
or losses on sale of investments, and the unrealized
appreciation or depreciation of investments.

There is one class of authorized units and the number
of units that may be issued is unlimited. Fund units
are sold, and are redeemable at the holder’s option, in
accordance with the provisions of the Trust Agreement at
the prevailing net asset value per unit.

The number of units issued and redeemed during the year
were as follows:

Canadian Money Market Fund 2008 2007

Balance, beginning of the year 680,251.638 633,794.118
Issued during the year

Sales 271,879.873 237,119.442

On reinvestment of distributions 19,079.205 24,932.077

290,959.078 262,051.519

971,210.716 895,845.637

Redeemed during the year 325,234.142 215,593.999

Balance, end of the year 645,976.574 680,251.638

Canadian Equity Fund 2008 2007

Balance, beginning of the year
Issued during the year

Sales

On reinvestment of distributions

Redeemed during the year

Balance, end of the year

U.S. Equity Fund

1,732,682.154

2,039,936.831

295,476.903 17,619.601
0.000 0.000
295,476.903 17,619.601
2,028,159.057 2,057,556.432
181,253.357 324,874.278

1,846,905.700

1,732,682.154

2008

2007

Balance, beginning of the year
Issued during the year

Sales

On reinvestment of distributions

Redeemed during the year

Balance, end of the year

North Growth Management Ltd. 2008 Annual Report

11,105,260.618

11,425,204.351

672,720.048 487,196.681
17,623.000 0.000
690,343.048 487,196.681
11,795,603.666 11,912,401.032
1,021,676.348 807,140.414

10,773,927.318

11,105,260.618




6. Management Fees and Other Expenses

North Growth Management Ltd. is the Manager of the Funds
and provides research, accounting, sales and management
services, and acts as investment advisor. Management fees
are calculated and payable by the Funds as follows:

Canadian Money Market Fund

Management fees are calculated daily and payable monthly
at an annual rate of 0.25% of the net asset value of the Fund.
The Manager has absorbed all other expenses of the Fund.

Canadian Equity Fund

Management fees are calculated daily and payable monthly
at an annual rate of 1.25% of the net asset value (excluding
investments in other mutual funds) of the Fund. The
Manager has absorbed all other expenses of the Fund.

U.S. Equity Fund

Management fees are calculated daily and payable monthly
at an annual rate of 1.20% of the net asset value of the Fund.
The Manager has absorbed all other expenses of the Fund.

7. Foreign Currencies

The net realized gain on sale of investments in the U.S.
Equity Fund includes gains from foreign currencies of
$256,000 in 2008 and losses from foreign currencies of
$28,000 in 2007.

8. Portfolio Transactions

Information (unaudited) as to portfolio transactions is
available to unitholders without charge on request to
the head office of the Funds, 830 - 505 Burrard Street,
Vancouver, British Columbia, V7X 1M4.

Commissions paid or payable to investment dealers and
brokers during each of the last two years in connection with
portfolio transactions for the Funds were as follows:

Fund 2008 2007
Canadian Equity Fund $ 48,000 $ 40,000
U.S. Equity Fund 228,000 167,000

9. Related Party Transactions

The Manager, and related parties, own a significant share
of the units in the Canadian Equity Fund and U.S. Equity
Fund.

10. Future Accounting Changes

In February, 2008, the Canadian Institute of Chartered
Accountants announced that Canadian GAAP for publicly
accountable enterprises will be replaced by International
Financial reporting Standards (“IFRS”) for fiscal years
beginning on or after January 1, 2011. The Manager has
presently determined that there will be no impact on the net
asset value per unit as a result of the changeover to IFRS.
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Investing with
North Growth Management

Investment Management Services

Our primary products are our equity funds; the North Growth US Equity Fund
and the North Growth Canadian Equity Fund. We provide a high quality money
market fund for the liquidity needs of our clients. In-house RRSP/RRIFs are also
available. We would be happy to discuss the role our Funds could play in your
investment portfolio.

Distributions

The North Growth US Equity Fund and the North Growth Canadian Equity Fund
make distributions of capital gains and/or income if there is any to distribute on
December 15th of the year. The amount is announced in the November monthly
report and, if there is a distribution, the T3 is sent out early in the new year.
Please note that if there is a distribution it will be reflected in the unit price

on the first business day after December 15.

On December 15th, 2008 the North Growth US Equity Fund distributed 3 cents

of income per unit. The income distribution is due to the fact that the increasing
dividend yields of the US Fund'’s holdings has reached the point that management
fee expenses are now less than total income within the Fund. There was no
distribution from the North Growth Canadian Equity Fund.

Conducting Transactions

The cut-off time for same-day transactions is 4pm Eastern time or 1pm Pacific time.
Orders received after that time will be processed on the next business day.
Cheques must be made payable to RBC Dexia Investor Services Trust.

For security reasons, instructions can only be accepted by mail or by fax to:

North Growth Management Ltd.
Suite 830, One Bentall Centre
505 Burrard Street, Box 56
Vancouver, BC V7X 1M4

Fax: 604 688 5402

www.northgrowth.com

Please visit our website to view Fund performance
and current Fund reports.
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THE FUTURE BELONGS TO US —

Together through use of Forest Stewardship Council
(FSC) certified paper in this brochure, we are taking
steps to ensure our forests are protected. This brochure
is produced from forests that are responsibly managed
according to set environmental standards. Our goal
is to support environmentally appropriate, socially
beneficial, and economically viable management of
the earth’s resources.

This brochure contains 100% post-consumer fibre.
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