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This semi-annual management report of fund performance contains financial highlights but does not contain the complete unaudited semi-annual financial statements of the
Class. You may also obtain an additional copy of the semi-annual management report of fund performance and the semi-annual financial statements by visiting our website or
SEDAR'’s website at www.sedar.com. You can request a copy of the Class’s proxy voting policies and procedures, proxy voting record or quarterly portfolio disclosure at no cost
by: calling 1-888-509-1792; visiting our website at www.russell.com/ca; or writing to us at: Russell Investments Canada Limited, 100 King Street West, 1 First Canadian Place,
Suite 5900, Toronto, Ontario M5X 1E4.

This report may contain forward-looking statements about the Class, its strategy, expected performance and condition. Forward-looking statements are statements that are
predictive in nature, that depend upon or refer to future events or conditions, or that include words such as “expects”, “anticipates”, “plans”, “believes”, “estimates” or
negative versions thereof and similar expressions. In addition, any statement that may be made concerning future performance, strategies or prospects, and possible future
Fund 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, risk, uncertainties and assumptions about the Class and economic factors. Forward-looking statements are not guarantees of future performance, and
actual events and results could differ materially from those expressed or implied in any forward-looking statements made by the Class. Any number of important factors could
contribute to these digressions, including, but not limited to, general economic, political and market factors, interest and foreign exchange rates, capital markets, business

competition, technological change, changes in government regulations, unexpected judicial or regulatory proceedings, and catastrophic events.

We stress the above-mentioned list is not exhaustive. We encourage you to consider these and other factors carefully before making any investment decisions and we urge
you to avoid placing undue reliance on forward-looking statements. Further, you should be aware of the fact that the Class has no specific intention of updating any forward-
looking statements whether as a result of new information, future events or otherwise.
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Investment objective and strategies

The Class’s investment objective is to provide long-term total returns consisting of
regular dividend income and modest long-term capital growth primarily through
exposure to dividend-paying common and preferred shares of Canadian issuers
listed on recognized stock exchanges.

To achieve this objective, the Class invests in units of the Russell Canadian
Dividend Pool (the “Underlying Fund”).

The Class’s investment in the Underlying Fund provides access to diversification
that allocates among asset classes, investment styles and sub-advisers.

The current benchmark of the Class, against which its performance is compared,
is the S&P/TSX Capped Composite Index (“Benchmark”). Each sub-adviser may
have a different sub-adviser benchmark allocated to it in respect of the assets

of the Underlying Fund managed by that sub-adviser that better reflects the
investment style or market segment of that sub-adviser.

Results of operations

For the six-month reporting period ending December 31, 2011, the
Russell Canadian Dividend Class (the Class) returned -13.74%*, while its
Benchmark, the S&P/TSX Capped Composite Index, returned -8.86%.

During the reporting period, the Class's net assets decreased by $4.0 million,
primarily as a result of a $4.3 million loss relating to investment holdings, net
subscriptions of $0.3 million and net investment income of $49 thousand. Net
investment income is comprised of total investment income earned by securities
less the expenses of the Class. The Class’s total investment income for this

period was $0.3 million compared with total investment income of $0.2 million
in the previous reporting period. The Class's expenses increased by $0.1 million
(approximately 71%) from the previous period’s expenses. The increase is mainly
due to an increase in management fees paid as a result of the higher average net
assets of the Class.

Financial markets endured elevated levels of volatility during the reporting period
driven largely by global economic concerns. These ranged from the ongoing
European sovereign debt crisis and the sluggish U.S. economy to the potential for
a severe slowdown in China’s economy in response to slowing global economic
growth. Equity markets struggled markedly during the third quarter of 2011

as risk aversion was front and centre and a steady stream of negative news led

to extreme volatility across global financial markets and the further erosion of
investor confidence. While the fourth quarter saw some increase in the appetite
for risk among investors, it was not enough to offset previous losses. Furthermore,
despite solid company fundamentals and attractive valuations, equities were mostly
ignored as investors became increasingly frustrated by the extent of the influence
of global economic issues and policy decisions on market performance. Optimism
returned to the markets in October with a rally that produced a quarterly 3.6%
advance on the S&P/TSX Composite Index. However, although there were some
positive developments, a large degree of uncertainty, due to elevated political

risks coming out of Europe, undermined market performance in November and
December.

For the six-month reporting period, the Underlying Fund underperformed the
Benchmark largely due to unfavourable security selection in the cyclical Energy,
Consumer Discretionary and Information Technology sectors, which tend to do
well when growth in the economy is accelerating. The underweight to oil & gas
storage & transportation companies and large overweight to economy-sensitive
holdings, such as Daimler AG and Magna International Inc., were notable
detractors to performance. The overweight to Research In Motion Limited was
the stock that detracted the most from performance as the stock price declining
nearly 50% during the period. The overweight to the Telecommunication Services
sector along with effective security selection within the Consumer Staples sector
and an overweight position in Newmont Mining Corp. tempered the Class’s
underperformance.

Foyston, Gordon & Payne Inc. was the best performing sub-adviser to the
Underlying Fund for the reporting period. Foyston’s emphasis on investing
in dividend-paying, high-quality companies trading at attractive share prices
was rewarded. Foyston benefited from strong sector positioning, particularly

an overweight to the Telecommunication Services sector and an underweight

to the Materials sector. The overweight to Telus Corp., BCE Inc., and Rogers
Communications Inc., were among the top contributors to performance. In
addition, the overweight to TransAlta Corporation and Sherritt International
Corporation combined with Foyston’s avoidance of underperforming fertilizers &
agricultural chemicals shares was also beneficial.

Goodman & Company, Investment Counsel Ltd., trailed the Benchmark during
the reporting period. Most of the underperformance was captured during the
third quarter of 2011 as Goodman’s economy-sensitive and resource-intensive
portfolio was out of favour in an environment where investors' appetite for risk
declined. Security selection was severely challenged most notably in the cyclical
areas of the market that tend to do well when the pace of economic growth is
improving, namely the Energy, Consumer Discretionary and Materials sectors.
Specifically, overweights to Energy sector companies Haliburton Company,
EnCana Corporation and MEG Energy Corp. were a drag on performance as were
overweights within the Materials sector to Osisko Mining Corp.,

Eldorado Gold Corp., HudBay Minerals Inc., and Freeport-McMoRan Copper &
Gold Inc. The Consumer Discretionary sector holdings of Daimler AG and

Magna International Inc. also detracted from performance despite strong
underlying fundamentals. An overweight to Research In Motion Limited was also
negative. Tempering performance for the period was the overweight to, and
positive security selection within, the Consumer Staples sector and the overweight
to Newmont Mining Corporation. While performance improved during the fourth
quarter with previously punished sector allocations and security selections being
rewarded, it was not enough to repair the shortfall early in the reporting period.

Risk

The overall risks of the Class are described in the prospectus. During the
reporting period, there have been no changes to the Class that have materially
affected the Class’s risk profile. The Class’s risk profile and the suitability of the
investment remain as disclosed in the prospectus.

However, effective June 29, 2011 and as described in the Class’s prospectus,
the Russell Funds adopted a fund risk rating methodology recommended by
the Investment Funds Institute of Canada (IFIC) to ensure consistency with the
requirements of new National Instrument 81-101F3 “Mutual Fund Prospectus
Disclosure - Contents of Fund Facts Document.” Accordingly, the risk rating for
the Class was changed from “average” to “medium” to match with IFIC’s risk
rating methodology and terminology.

Recent developments

As of December 31, 2011, the Underlying Fund remains overweight to

the Consumer Discretionary and Telecommunication Services sectors and
underweight stocks from the Materials and Energy sectors. The Underlying Fund
has increased exposure to select healthcare and financial services companies.
While near-term risk for equities and market volatility remain elevated, the broad
environment for equities is expected to improve over time.

International Financial Reporting Standards (IFRS) will replace Canadian Generally
Accepted Accounting Principles (GAAP) for publicly accountable enterprises,
which includes investment funds and other reporting issuers. On January 12,
2011, the Canadian Accounting Standards Board (ASB) made a decision to
extend the deferral of IFRS adoption by investment companies for an additional
year to January 1, 2013. At its December 12, 2011 meeting the ASB decided

to further extend the deferral to January 1, 2014. The ASB expects to issue the
amendment in March 2012.

In preparation for meeting IFRS requirements, the Manager has taken the
following steps:

e Established a working group to identify key differences between
Canadian GAAP and IFRS, and to coordinate the transition to IFRS

e |dentified areas where changes in disclosure will be required under
IFRS standards

e Evaluated current information technology and reporting systems for
IFRS readiness

* Based on the performance of Series B shares net of all fees and expenses paid by the Class. The returns for Series E shares, Series F shares and US Dollar Hedged Series B
shares** were -13.61%, -13.30% and -3.29% respectively. The returns of the Series of shares may differ as a result of varying fees and expenses. Please refer to the Series

Description & Management Fees section for more details.

** US Dollar Hedged Series B return for the period from August 29, 2011 to December 31, 2011.
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o Assessed the likely effects on business activity and operational areas, such as
internal controls, staffing and training requirements

Based on the current evaluation of the differences between Canadian GAAP and
IFRS, the adoption of IFRS is expected to have minimal effect on the calculation of
net assets or net asset value. IFRS is expected to affect the overall presentation of
financial statements and result in additional disclosure in the accompanying notes.
However, the Manager’s current assessment of the effect of IFRS may change if
new standards are issued or if the interpretations of current standards are revised.

Related party transactions

Manager, Portfolio Manager and Principal Distributor

The Class is managed by Russell. Russell is a wholly owned subsidiary of Frank
Russell Company (“FRC").

Russell provides or arranges for the provision of all general management

and administrative services required by the Class in its day-to-day operations,
including providing or arranging for the provision of investment advice, as well as
bookkeeping, record-keeping and other administrative services for the Class.

Russell is the portfolio manager of the Class (the “Portfolio Manager”). Russell
has entered into sub-adviser agreements with FRC and Russell Implementation
Services Inc. (“RIS"), an affiliate, to provide services to the Class.

Russell also serves as distributor of the Class and has exclusive rights to distribute
and arrange for the distribution of shares of the Class on a continuous basis in all
provinces and territories in Canada in which shares of the Class are qualified for sale.

Russell receives a monthly management fee, based on the average net asset
value of each series of shares of the Class, calculated daily and payable monthly.

Series description
The Class offers the following series of shares: Series B, US Dollar Hedged
Series B, E and F shares.

Series B shares have an annual management fee. The dealer is paid a trailer fee
out of this management fee. Series E shares have a lower management fee. The
dealer is paid a trailer fee out of this management fee.

US Dollar Hedged Series B are available to all investors who invest in US dollars.

Series F shares are sold only to investors enrolled in a fee-for-service or wrap
program. These shares have a reduced management fee and do not pay trailer
fees to the dealer. Instead, each investor negotiates a separate, ongoing fee that
is paid directly to their dealer.

Management fees

The annual management fee paid by the Class is a percentage of the average
daily net asset value of each series exclusive of any applicable taxes and
operating expenses. The percentage is set out below:

Series B US Dollar Series E Series F
Hedged Series B
1.75% 1.80% 1.45% 0.80%

From these management fees, Russell pays other service providers, including
distributors and sub-advisers. The major services expressed as a percentage are
set out below.

Percentage of
management fees

Trailing and sales commissions 48%

Portfolio Manager expenses & other fees 52%

Financial highlights

The following tables show selected key financial information about the Class and
are intended to help you understand the Class's financial performance for the
past years ended June 30 and for the six months ended December 31, 2011.

The Class’s net assets per share®

Last six
Series B months 2011 2010*
Net Assets, beginning of period $ 1160 $ 1031 $ 10.00
Increase (decrease) from operations
Total revenue $ 011 § 024 $ 0.12
Total expenses $ (0.10) $ (0.23) $ (0.19)
Realized gains (losses) for the period $ (0.12) $ 012 $ 0.05
Unrealized gains (losses) for the period $ (1.44) § 1.04 $ (0.06)
Total increase (decrease) from operations® $ (1.55) $ 1.17 $ (0.08)
Distributions
From income (excluding dividends) $ - % - 3 -
From dividends $ (0.05 $ (0.19 $ (0.10)
From capital gains $ - % - 3 -
Return of capital $ -9 -3 -
Total annual distributions® $ (0.05) $ (0.19) $ (0.10)
Net Assets at end of the period $ 995 $ 1160 $ 10.31
US Dollar Hedged Series B 2011**
Net Assets, beginning of period $ 10.00
Increase (decrease) from operations
Total revenue $ 024
Total expenses $ -
Realized gains (losses) for the period $ (0.24)
Unrealized gains (losses) for the period $ -
Total increase (decrease) from operations® $ -
Distributions
From income (excluding dividends) $ -
From dividends $ (0.01)
From capital gains $ -
Return of capital $ -
Total annual distributions® $ (0.01
Net Assets at end of the period $ 943
Last six
Series E months 2011 2010*
Net Assets, beginning of period $ 1167 $1034 $ 10.00
Increase (decrease) from operations
Total revenue $§ 010 $ 024 $ o0
Total expenses $ (0.09) $ (0.19) $ (0.14)
Realized gains (losses) for the period $ (0.12) $ 012 $ 0.01
Unrealized gains (losses) for the period $ (148 $ 111 $ 0.01
Total increase (decrease) from operations® $ (1.59) $ 1.28 $ (0.01)
Distributions
From income (excluding dividends) $ - % -3 -
From dividends $ (0.06) $ (0.21) $ (0.13)
From capital gains $ -9 -3 -
Return of capital $ -3 -3 -
Total annual distributions® $ (0.06) $ (0.21) $ (0.13)
Net Assets at end of the period $ 10.02 $ 11.67 $ 10.34
Last six
Series F months 2011 2010*
Net Assets, beginning of period $ 1188 $ 1042 $ 10.00
Increase (decrease) from operations
Total revenue $ 010 § 027 $ 013
Total expenses $§ (0.05 $ (0.11) $ (0.10)
Realized gains (losses) for the period $ (.12 § 011 $ 0.04
Unrealized gains (losses) for the period $ (156) $ 055 $ (0.13)
Total increase (decrease) from operations® $ (1.63) $ 0.82 $ (0.06)
Distributions
From income (excluding dividends) $ -9 - % -
From dividends $ (0.06) $ (0.18) $ (0.10)
From capital gains $ $ $ -
Return of capital $ -9 - % -
Total annual distributions® $ (0.06) $ (0.18) $ (0.10)
Net Assets at end of the period $ 10.23 $ 11.88 $ 10.42
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* From July 20, 2009 to June 30, 2010

** From August 15, 2011 to December 31, 2011.

(1) This information is derived from the Class’s audited annual and unaudited
semi-annual financial statements.

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

(3) Distributions were reinvested in additional shares of the Class, unless the
investor requested payment in cash.

Ratios and supplemental data

Last six
Series B months 2011 2010*
Total net asset value (000's)™ $ 18771 % 18,896 $ 8,712
Number of shares outstanding 1,885 911 1,629,233 845,447
Management expense ratio? 2.08% 2.07% 2.00%
Management expense ratio before waivers
or absorptions 2.20% 2.18% 2.63%
Trading expense ratio (%) 0.12% 0.19% 0.15%
Portfolio turnover rate (%)® 15.30% 13.33% 18.19%
Net asset value per share $ 9.95 § 11.60 $  10.31
US Dollar Hedged Series B 2010**
Total net asset value (000's)" $ 50
Number of shares outstanding 5,292
Management expense ratio? 2.17%
Management expense ratio before waivers
or absorptions 2.29%
Trading expense ratio (%) 0.12%
Portfolio turnover rate (%)@ 15.30%
Net asset value per share $ 9.43
Last six
Series E months 2011 2010*
Total net asset value (000's)™ $ 1,982 §$ 2,552 § 1,497
Number of shares outstanding 197,778 218,697 144,764
Management expense ratio? 1.77% 1.76% 1.68%
Management expense ratio before waivers
or absorptions 1.90% 1.87% 2.32%
Trading expense ratio (%) 0.12% 0.19% 0.15%
Portfolio turnover rate (%)@ 15.30% 13.33% 18.19%
Net asset value per share $ 10.02 $ 1167 $ 1034
Last six
Series F months 2011 2010*
Total net asset value (000's)™ $ 6,016 $ 9,343 § 2,591
Number of shares outstanding” 587,821 786,741 248,716
Management expense ratio? 1.02% 1.01% 1.00%
Management expense ratio before waivers
or absorptions 1.14% 1.12% 1.64%
Trading expense ratio (%) 0.12% 0.19% 0.15%
Portfolio turnover rate (%)@ 15.30% 13.33% 18.19%
Net asset value per share $ 10.23 $ 11.88 $§ 1042

* From July 20, 2009 to June 30, 2010
** From August 15, 2011 to December 31, 2011.
(1) The information is provided as at June 30 of the year shown and for the six
months ended December 31.
Management expense ratio is based on total expenses (excluding commissions
and other portfolio transaction costs) including expenses indirectly incurred
as a result of the Class's investment in the Underlying Fund(s), for the stated
period and is expressed as an annualized percentage of daily average net
asset value 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 calculation of the trading expense ratio
requires an investment fund that invests in securities of other investment
funds to calculate the trading expense ratio by including commissions and
other portfolio transaction costs that are attributable to its investment in
each of the underlying investment funds.

(2

©

(4) The Class's portfolio turnover rate indicates how actively the Class’s portfolio
adviser manages its investments. A portfolio turnover rate of 100% is
equivalent to the Class 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 portfolio turnover rate
and the performance of a fund.

Past performance

The past performance shows historical performance information for each series
of shares of the Class. This information is provided to show past performance
only and is not necessarily indicative of what may happen in the future.

The past performance information assumes that all distributions were reinvested in
additional shares of the same series of the Class. The past performance information
does not take into account sales, redemption, optional fees, income taxes or fees
paid directly to Russell or your investment adviser that would have reduced returns
or performance. Even if your distributions are reinvested you may have to pay tax on
those distributions. Please consult your tax adviser.

Year-by-year returns

The following charts show the annual performance of each series of shares for each
of the years ended June 30 and includes the performance for the last six months
ending December 31, 2011. The start date used in this Past Performance section is
the date the series were first made available to the public, whereas, the start date
disclosed in the Financial Highlights section, is the formation date.

The charts also illustrate how the Class's performance has changed from year to
year and in the last six months, and show, in percentage terms, how much an
investment made on the first day of each financial year would have grown or
decreased by the last day of each financial year and in the last six months.

Year-by-year returns - Series B

20

15 14.43

2.30

PERCENTAGE (%)

-13.74

2010* 2011  Last
YEAR 6 months

*From July 31, 2009 to June 30, 2010 (not annualized)
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Year-by-year returns - US Dollar Hedged Series B

20

PERCENTAGE (%)

-3.29

Last
YEAR 6 months*

*From August 29 to December 31, 2011 (not annualized)

Year-by-year returns - Series E
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PERCENTAGE (%)

14.79

2.85

-13.61

2010* 2011  Last
YEAR 6 months

*From July 31, 2009 to June 30, 2010 (not annualized)

Year-by-year returns - Series F

20

PERCENTAGE (%)

15.69

3.33

-13.30

2010* 2011  Last
YEAR 6 months

*From July 31, 2009 to June 30, 2010 (not annualized)

Summary of investment portfolio
Top 25 holdings* As at December 31, 2011

Percentage of net asset value of the Class

Royal Bank of Canada Term Deposit, 0.950%, 2012/01/03 4.7%
Royal Bank of Canada 4.5%
Toronto-Dominion Bank (The) 3.7%
Rogers Communications Inc., Class 'B' 3.5%
Canadian Natural Resources Ltd. 2.7%
Thomson Reuters Corp. 2.6%
Shaw Communications Inc. 2.6%
Husky Energy Inc. 2.4%
Sun Life Financial Inc. 2.3%
Great West Life Inc. 2.3%
Research in Motion Ltd. 2.2%
Canadian Imperial Bank of Commerce 2.2%
TELUS Corp. 1.9%
Peyto Exploration & Development Corp. 1.9%
Bell Aliant Inc. 1.8%
ElDorado Gold Corp. 1.7%
MEG Energy Corp. 1.7%
Agilent Technologies Inc. 1.6%
Brookfield Asset Management Inc. 1.5%
Bank of Montreal 1.5%
Corus Entertainment Inc. 1.4%
Osisko Mining Corp. 1.4%
Bombardier Inc. 1.3%
Sherritt International Corp. 1.3%
Fairfax Financial Holdings Ltd. 1.3%
Net Asset Value (thousands of dollars) $26,819

Note: The summary of investment portfolio may change due to ongoing portfolio
transactions of the Underlying Fund. This list will be updated within 60 days

of each quarter end and is available on our website www.russell.com/ca. The
prospectus and other information about the Underlying Fund is available at
www.russell.com/ca or at www.sedar.com.

Sector weights* As at December 31, 2011
Percentage of net asset value of the Class
Financials 25.7%
Energy 15.7%
Consumer Discretionary 10.8%
Materials 10.5%
Telecommunications Services 8.6%
Information Technology 3.9%
Consumer Staples 3.8%
Industrials 3.0%
Preferred Stocks 1.8%
Health Care 1.8%

*These are the portfolio holdings and sector weights of the Russell Canadian
Dividend Pool, the Underlying Fund. The Class is exposed to these portfolio
holdings and sector weights as a result of investing substantially all of its assets in
units of the Underlying Fund.
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