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MISSION

THE MISSION OF THE FUND IS TO RECEIVE
MONEYS ON DEPOSIT AS PROVIDED BY
LAW AND MANAGETHEM WITHA VIEWTO
ACHIEVING OPTIMAL RETURN ON CAPITAL
WITHIN THE FRAMEWORK OF DEPOSITORS’
INVESTMENT POLICIES WHILE AT THE
SAMETIME CONTRIBUTING TO QUEBEC'S
ECONOMIC DEVELOPMENT.

Act respecting the Caisse de dépét et placement du Québec, section 4.1

INVESTMENT
PHILOSOPHY

THE CAISSE STRIVESTO ACHIEVEITS
TARGET RETURNS IN ACCORDANCE WITH
THE DEPOSITORS’ INVESTMENT POLICIES
AND THE RESULTING RISK BUDGETS.
THIS ACTIVE MANAGEMENT OF
DEPOSITORS’' HOLDINGS IS BASED
ONTHE FOLLOWING INVESTMENT
PHILOSOPHY:

ACTIVE MANAGEMENT
Exploit opportunities in all financial markets by
adapting strategies to various issues.

FUNDAMENTAL AND

OPPORTUNISTIC APPROACH

Emphasize the intrinsic value of companies as well as
their potential earnings and value creation over the
medium and long terms.

OPEN MANAGEMENT

Use external management or partnerships to
complement in-house expertise, especially for certain
distant markets.

INTERNAL RESEARCH AND

INVESTMENT PROCESS

Invest on the basis of internal research and rigorous
analysis.

RISK MANAGEMENT

Optimize risk level and allocation, using a range of
financial products, various management styles and
investment diversification based on company size,
sector and geographic location.

ACCOUNTABILITY OF THE CAISSE AND
ITS MANAGERS
Ensure managers are fully accountable for their results.



CAISSE DE DEPOT ET PLACEMENT DU QUEBEC

VALUES

THE OFFICERS AND EMPLOYEES OF

THE CAISSE SHARE AND ACT ON FOUR
FUNDAMENTAL VALUES IN THE DAY-TO-DAY
PERFORMANCE OF THEIR DUTIES. THESE
VALUES SHAPETHE ORGANIZATION’S
IDENTITY AND ARETHE BASIS FORITS
BUSINESS POLICIES AND DEPOSITOR-
SERVICE APPROACH.

MANAGEMENT
PRINCIPLES

IN 2006, THE CAISSE ADOPTED A NEW
APPROACHTO HUMAN RESOURCES
MANAGEMENT BASED ON THREE
PRINCIPLES: MERITOCRACY,
TRANSPARENCY AND COLLABORATION.
THIS APPROACH MOTIVATES EMPLOYEES
TO ACHIEVETHE CAISSE’'S OBJECTIVES
BY RECOGNIZING PERFORMANCE

AND FOSTERING TRANSPARENT
COMMUNICATION IN A COLLABORATIVE
ENVIRONMENT.

EXCELLENCE

The determination to excel and the commitment to
aim constantly for outstanding success in a given
field of expertise. This value is based on development
of employees’ competencies and recognition of their
performance as well as the use of best practices for
each area.

ETHICS

Endorsement by all employees of high standards and
criteria in their behaviour and business practices
and of rules of conduct for relations with colleagues,
suppliers and partners.

BOLDNESS

Leadership and a flair for innovation in all areas of
activity. It is also the determination to take calculated
risks in order to act on promising business and
investment opportunities and to achieve objectives,
as well as the ability to learn from one’s mistakes.

TRANSPARENCY

Clear communication with employees, depositors,
the public and other stakeholders as well as accurate,
regular reporting on practices, objectives and results.

MERITOCRACY

Encourage employees to achieve an outstanding
level of success by recognizing performance
and rewarding those who excel.

TRANSPARENCY

Promote clear, open communication between
team leaders on various hierarchical levels
and their employees to establish specific
objectives and expectations.

COLLABORATION
Promote employee engagement and commitment
to achieve all objectives.



CAISSE DE DEPOT ET PLACEMENT DU QUEBEC

PROFILE

THE CAISSE

DE DEPOT ET PLACEMENT
DU QUEBEC IS ONE OF

THE LARGEST

INSTITUTIONAL FUND MANAGERS

IN CANADA

The Caisse was created in 1965 by an Act of the
National Assembly of Québec to manage the funds
contributed to Québec’s newly created universal
pension plan. In the decades that followed, many
other public organizations also became depositors,
increasing the pool of capital that the Caisse
represents.

As at December 31, 2006, the Caisse had 22 depos-
itors, which are mainly Québec public and private
pension and insurance plans.The net assets of
the Caisse’s depositors at year-end 2006 totalled
$143.5 billion. The seven main depositors repre-
sented more than 98% of net assets.

The Caisse invests its depositors’ funds in various
asset classes, including fixed income, equities,
hedge funds, commodity financial instruments,
private equity, infrastructures, real estate and real
estate debt. Asset allocation, currency management
and extensive research are also integral aspects of
the Caisse’s investment operations. As at December
31, 2006, the funds were allocated as follows: 30%

in fixed income, 37% in equities and 33% in other
investments.

The Caisse invests in Québec, in Canada and on
international markets. Its geographic diversification
aims to take advantage of investment opportunities
that arise in all regions of the world. Investments
outside Canada represented 38% of depositors’ total
assets as at December 31, 2006.

In addition to depositors’ funds, the Caisse
administers or manages property for third parties,
mainly in the real estate sector.

The Caisse’s strategic plan 2006-2008 addresses the
four following priorities: returns, Québec’s economic
development, the management framework and
operational levers.
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HIGHLIGHTS

RETURN - 20061

TABLE 1
(for the period ended December 31, 2006)

CAISSE OVERALL RANK IN RELATION TO LARGE
RETURN VALUE ADDED CANADIAN PENSION FUNDS
(Weighted average return (Overall return less the return (RBC Dexia Investor Services —
on depositors’ funds) on benchmark indexes) pension plans of $1 billion or more)
14.6% $17.8B 1.9% $2.0B First quartile

The individual returns of the main depositors range from 12.5% to 16.3%.

RETURN - 2004 TO 20061

TABLE 2
(for periods ended December 31, 2006)

CAISSE OVERALL RANK IN RELATION TO LARGE
RETURN VALUE ADDED CANADIAN PENSION FUNDS
(Weighted average return (Overall return less the return (RBC Dexia Investor Services —
on depositors' funds) on benchmark indexes) pension plans of $1 billion or more)
fea%e 13.8% $14.6 B §,0°  1.6% $1.4B oo Top 5%
e, 47.4% $43.8B 9. 5.9% $4.1B

1 Figures in dollars are net of operating expenses.

237.3
CHANGES IN ASSETS 2162

FIGURE 3 207.9
(as at December 31— in billions of dollars)

Depositors’ net assets
Depositors’ total assets s o
M Total assets under management ' '
122.2

102.4

2004 2005 2006



CAISSE DE DEPOT ET PLACEMENT DU QUEBEC
HIGHLIGHTS

Q1

| Start of investment operations by the New York
office on international equity markets

| Development by Cadim of a residential project
in China in partnership with Shanghai Forte Land

| Inroads into Europe’s real estate debt sector
through the Stoneleigh Capital subsidiary

Q2

| Creation of the Investment Division

| Acquisition of BAA, the world’s leading airport
operator, in partnership with Spain’s Grupo Ferrovial
and the Government of Singapore Investment
Corporation

| Acquisition of hotels in North America and Europe
in partnership with Westmont Hospitality Group

| Signature of the UN’s Principles for Responsible
Investment

| Depositor survey showing a high overall
satisfaction rate

| Recognition activity to mark the publication
of numerous articles by the Research team in
scientific journals

Q3

| Acquisition of Freescale, a microprocessor
manufacturer, with partners that include the
Blackstone Group

| Creation by Ivanhoe Cambridge of the shopping
centre management company C2 Group in China

| Disclosure of the Caisse’s proxy voting record
on its website

Q4

| Application of a new approach to performance
management and a new variable-compensation
program based on the principles of meritocracy,
transparency and collaboration

| Amendment of the Act respecting the Caisse
as part of the adoption of the Act respecting the
governance of state-owned enterprises

| Endorsement of the Carbon Disclosure Project
to address the impact of business activity on
climate change

| Creation of the Québec Manufacturing Fund and a
second fund with the Business Development Bank of
Canada to finance small businesses

| Presentation of diplomas to the first graduating
class of the Collége des administrateurs, of which
the Caisse is a founding member
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AMBITION

ACHIEVE

RECOGNITION

AS A BENCHMARK
ORGANIZATION AMONG

INSTITUTIONAL
FUND MANAGERS

STRATEGIC PRIORITIES

2006-2008

RETURN

Generate a return that
meets depositors’
long-term expectations
by optimizing investment
strategies

ECONOMIC
DEVELOPMENT

Contribute to Québec’s
economic development

CHARACTERISTICS
OF A BENCHMARK ORGANIZATION
SOUGHT BY THE CAISSE:

| Sustained performance, backed by quality
advisory services
| Team culture and common values

| Leadership in governance and
integrated management

| Talented employees and employer of choice

| Robust operational levers

MANAGEMENT OPERATIONAL
FRAMEWORK LEVERS
Implement a management Strengthen

framework based on the
characteristics of a
benchmark organization,
strategic priorities and
legal requirements,
particularly in internal
control, risk management
and resource optimization

operational levers to
optimize resources



CAISSE DE DEPOT ET PLACEMENT DU QUEBEC

The Caisse has an organizational structure that
reflects the way it conducts its main activities. Its
objective is to maintain a simple, efficient
structure.

The business operations of the Caisse are
overseen by the Board of Directors, which consists
of a maximum of 15 members (14 as at December
31, 2006), including the Chairman and the President
and Chief Executive Officer. The Board of Directors
has four committees: the Human Resources
Committee; the Audit Committee; the Governance
and Ethics Committee; and the Risk Management
Committee.

The President and Chief Executive Officer is
responsible for management of the Caisse.

The Investment Division, the Real Estate group,
the Private Equity group and the five general
services groups report directly to the President
and Chief Executive Officer.

| Vi

ORGANIZATIONAL
STRUCTURE

OF THE CAISSE

In 2006, the Caisse created the Investment
Division, which includes the Chief Strategist’s
team and the Equity Markets, Fixed Income and
Hedge Funds groups.The Investment Division
also includes the following teams: Research
and Investment Policy Advising; Tactical Asset
Allocation; Currency Management; and
Analytical Support.

The Caisse's investment groups are assisted by
five general services groups: Risk Management
and Depositors’ Accounts Management; Finance,
Treasury and Strategic Initiatives; Human
Resources and Organizational Development;
Corporate Affairs and Secretariat; and Information
Technology and Investment Administration.

Internal Audit reports directly to the Chairman

of the Audit Committee of the Board of Directors.
From the administrative standpoint, this unit
reports to the President and Chief Executive
Officer.

As at December 31, 2006, the Caisse employed
880 people, including its Cadim division. The
subsidiaries lvanhoe Cambridge and SITQ
employed a total of 1,647 people.
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CAISSE ORGANIZATION CHART AS AT DECEMBER 31, 2006

FIGURE 4
HUMAN RESOURCES GOVERNANCE AND
COMMITTEE CHAIRMAN ETHICS COMMITTEE
RISK MANAGEMENT
AUDIT COMMITTEE BOARD OF DIRECTORS COMMITTEE
v v
PRESIDENT AND
INTERNALAUDIT | === CHIEF EXECUTIVE OFFICER
v
\ \
INVESTMENT GROUPS GENERAL SERVICES
v v v
Investment Division Real Estate Private Equity Risk Management and Depositors
Accounts Management
. . Cadim Finance, Treasury and
Chief Strategist (division) Strategic Initiatives

Human Resources and
Organizational Development

lvanhoe Cambridge
(subsidiary —93.7%)

SITQ
(subsidiary —92.4%)

Equity Markets

Corporate Affairs

Fixed Income and Secretariat

Information Technology
and Investment Administration

vV vvywvyy

Hedge Funds
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MAIN
FINANCIAL
DATA

| v

COMPOSITION OFTOTAL ASSETS UNDER MANAGEMENT

FIGURE 5
(as at December 31, 2006)

DEPOSITORS CLIENTS

Liabilities
i il t

Depositors’ (prlr}ﬁiignyczcsjse s Assets under Assets under

net assets + by borrowing) management + administration
$143.5B $64.4 B $14.0 B $15.4B
= TOTAL
DEPOSITORS’ ASSETS UNDER MANAGEMENT AND ASSETS UNDER

TOTAL ASSETS ASSETS UNDER ADMINISTRATION MANAGEMENT

$207.9B + $29.4 B $237.3B

CHANGES IN ASSETS

FIGURE 6
(as at December 31 —in billions of dollars)

Depositors’ net assets Depositors’ total assets B Total assets under management
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CAISSE DE DEPOT ET PLACEMENT DU QUEBEC
MAIN FINANCIAL DATA

RESULTS AND CHANGES IN TOTAL ASSETS UNDER MANAGEMENT

TABLE 7
(for periods ended December 31 - in millions of dollars)
2006 2005

Investment activities

Investment income 5,516 4,724

less: operating expenses 262 239

Net investment income 5,254 4,485

Net gains on the sale of investments 4,594 7,715

Total realized income 9,848 12,200

Net unrealized increase in value 7,920 2,955
Total investment operations 17,768 15,155
Excess deposits over withdrawals 3,552 4,571
Increase in net assets 21,320 19,726
Depositors’ net assets 143,479 122,159
Liabilities (primarily assets financed by borrowing) 64,379 57,580
Depositors’ total assets 207,858 179,739
Assets under management 13,979 16,417
Assets under administration 15,460 19,997
Assets under management and assets under administration 29,439 36,414
Total assets under management 237,297 216,153
RETURNS FOR THE CAISSE AND ITS DEPOSITORS
TABLE 8
(for periods ended December 31)

2006 2005
Caisse’s overall return (weighted average return on depositors’ funds) 14.6% 14.7%
Benchmark returns 12.7% 12.9%
Caisse’s value added 1.9% 1.8%
Individual returns for the main depositors 12.5% to 16.3% 13.4% to 17.9%
RETURNS OFTHE INVESTMENT GROUPS
TABLE 9
(for periods ended December 31) 2006 2005
Investment group Return Value added1 Return Value added!
% b.p. % b.p.

Fixed Income 4.0 1 6.6 8
Equity Markets 20.9 188 17.0 (94)
Hedge Funds 5.7 68 11.2 507
Private Equity 22.0 583 22.3 1,410
Real Estate 20.2 217 26.4 565
Asset Allocation $0.4 B $0.4 B $9.1 M $9.1 M
Total 14.6 188 14.7 178

1In relation to benchmark indexes.
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MAIN FINANCIAL DATA

GENERAL BREAKDOWN OF 30.0%
NET ASSETS BY INVESTMENT TYPE GO
FIGURE 10

(percentage of fair value as at December 31)

2006
2005

Fixed income
M Equity markets
Other investments?

32.9%

0,
1 Other investments include Asset Allocation. 27.7%

DETAILED BREAKDOWN OF DEPOSITORS’ NET ASSETS BY INVESTMENT TYPE

TABLE 11
(percentage of fair value as at December 31)

2006 2005
% %
Specialized portfolio
Fixed income
ShortTerm Investments 1.9 3.3
Real Return Bonds 0.7 1.0
Bonds 25.2 29.7
Long Term Bonds 252 1.6
30.0 35.6
Equity markets
Canadian Equity 13.2 14.3
U.S. Equity 5.1 5.7
Foreign Equity 6.6 6.7
Emerging Markets Equity 3.0 1.1
Québec International 9.2 8.9
371 36.7
Other investments
Investments and Infrastructures 6.1 3.9
Private Equity 5.7 5.1
Real Estate Debt 6.3 5.2
Real Estate 9.9 8.9
Hedge Funds 3.0 3.2
Commodities 1.6 1:3
32.6 27.6
Asset Allocation 0.3 0.1

Total 100.0 100.0
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CAISSE DEPOSITORS

CAISSE DEPOSITORS

TABLE 12
(fair value as at December 31— in millions of dollars)

First Depositors’ net assets
deposit
2006 2005
$ % $ %

PENSION PLANS

Régie des rentes du Québec
Fonds du Régime de rentes du Québec 1966 32,680 22.8 27,436 22.5

Commission de la construction du Québec
Supplemental Pension Plan for Employees of
the Quebec Construction Industry 1970 11,087 1.1 9,750 8.0

Commission administrative des régimes
de retraite et d’assurances
Government and Public Employees

Retirement Plan 1973 44,163 30.8 38,922 31.9
Pension Plan for Management 1973 1,373 5.1 6,421 5.2
Individual Plans 1977 253 0.2 226 0.2
Pension Plan for Elected Municipal Officials 1989 164 0.1 144 0.1
Régime de retraite pour certains employés de la Commission

scolaire de la Capitale? 2006 48 - - -

Régime complémentaire de rentes des techniciens

ambulanciers ceuvrant au Québec 1990 240 0.2 206 0.2
Fonds d’amortissement des régimes de retraite 1994 26,823 18.7 20,859 171
Régime de retraite de I'Université du Québec 2004 162 0.1 132 0.1
Régime de retraite du personnel des CPE

et des garderies privées conventionnées du Québec 2005 21 - 2 -

Régime complémentaire de retraite des employés syndiqués
de la Commission de la construction du Québec! 2006 14 - - -
INSURANCE PLANS

Régie des marchés agricoles et alimentaires du Québec

Fonds d'assurance-garantie 1967 6 - 5 -
La Financiére agricole du Québec 1968 232 0.2 209 0.2
Autorité des marchés financiers 1969 409 0.3 388 0.3
Commission de la santé et de la sécurité du travail

Health and Work Safety Fund 1973 10,697 1.5 9,224 7.6
Société de I'assurance automobile du Québec

Fonds d'assurance automobile du Québec 1978 8,207 5.7 7,617 6.2
Fédération des producteurs de bovins du Québec 1989 4 - 4 -
Régime de rentes de survivants 1997 452 0.3 406 0.3
Conseil de gestion de I'assurance parentale

Parental Insurance Fund 2005 408 0.3 198 0.1
OTHER DEPOSITORS
Office de la protection du consommateur 1992 22 - 10 -
Société des alcools du Québec 1994 14 - - -
Total 143,479  100.0 122,159 100.0

1 New depositor in 2006
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DEPOSITORS’
NET ASSETS

$143.5

BILLION

RESULTS

INDIVIDUAL RETURNS FOR
THE MAIN DEPOSITORS

TABLE 13
(for periods ended December 31)

2006 — 12.5% to 16.3%
2005 — 13.4% to 17.9%
2004 — 11.3% to 14.6%

The differences in the individual returns of

the main depositors are due to the specifics of
their investment policies; some include a larger
proportion of fixed-income securities while
others include a larger proportion of variable-
income securities.

THE DEPOSITORS

CAISSE DE DEPOT ET PLACEMENT DU QUEBEC, AR2006 | P_1

DEPOSITORS’ NET ASSETS

FIGURE 14
(as at December 31—
in billions of dollars)

143.5
122.2

102.4
89.4

2003 2004 2005 2006

OVERALL RETURN

FIGURE 16
(for periods ended December 31 —
in percentage)

147 14,6
13.8

2004 2005 2006 Average
3 years

NET INVESTMENT RESULTS

FIGURE 15
(for periods ended December 31 -
in billions of dollars)

17.8

15.2 14.6

10.8

2004 2005 2006 Average
3 years

VALUE ADDED

FIGURE 17
(for periods ended December 31—
in percentage)

1.9

1.6

1.0

2004 2005 2006 Average
3 years

The Caisse’s depositors are public and private pension and insurance plans whose funds are managed

by the Caisse. About 60% of the contributions received by these bodies come from individuals (workers
and insured persons).The objective of all these organizations is to earn a superior return on the moneys
provided by their contributors with a view to meeting future needs, such as payment of pension ben-
efits or accident compensation. During the year, two new depositors joined the Caisse, the Régime
complémentaire de retraite des employés syndiqués de la Commission de la construction du Québec
and the Régime de retraite pour certains employés de la Commission scolaire de la Capitale.

The Caisse managed 28 funds belonging to 22 depositors as at December 31, 2006. Seven of them
account for more than 98% of depositors’ net assets.

THE MAIN * Commission
deiqisfrativs -
. raite A
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Québec Québec
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Québec

* RREGOP and RRPE are administered by CARRA.
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de la construction
du Québec
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The governance of the Caisse was once again central to the work done by the Board of
Directors in 2006 as it continued applying the new provisions of the Act respecting the
Caisse.The purpose of the new provisions includes ensuring the Board’s independence
and clarifying its responsibilities.

During the year, the National Assembly of Québec adopted the Act respecting the governance
of state-owned enterprises, which increases the Board’s accountability for optimal resource use.

The Board took several measures to ensure it has a complete framework for the discharge
of its responsibilities. For example, it evaluated its functioning and made the necessary
adjustments. It identified the competencies required of Board members to provide guidance
to the government on the appointment of future directors. It also defined and spelled out
the roles of the Board’s Chairman and its committee Chairmen in a charter.

At year-end, the Board had the necessary tools to be able to make the best decisions in a
timely fashion and on the basis of relevant information. Generally speaking, the Caisse has
made significant progress on the governance front.

The Board closely monitored application of the three-year strategic plan adopted in 2005.

It also saw to optimal resource use, risk management and application of various oversight
policies. And the Board was of course involved in the institution’s major decisions.The
reports by the Board and its committees testify to the scope of the work done at 60 meetings
during the year.

As aresult of a government decision, the Caisse’s independent Board members have been
compensated since last July. This Annual Report includes information on their remuneration,
which serves to recognize the strategic role played by the members, individually and
collectively.

| should like to point out that the Board members are most generous with their time.They are
also assiduous in attending meetings, reviewing complex files and devoting their expertise
and experience to decisions. In this way, they help make the Caisse a more rigorous and
effective organization and thereby enhance its performance.

In brief, | am satisfied with the work accomplished in 2006, for which | thank the Board
members. But the results would not have been the same without the support of senior
management, the Secretariat and ultimately all employees. | am well aware that many people
prepare files for the four committees concerned with audit, risk management, governance
and ethics, and human resources, as well as for the Board itself. Behind all the transactions
studied, the policies adopted, the processes applied and the rules approved are dozens of
men and women who analyze, compile, design and develop, as well as manage resources,
files and systems. On behalf of the Board, | wish to thank them.
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The Caisse’s 2006 results are excellent and the Board of Directors is obviously proud

of them. But it is satisfied above all for the depositors, the contributors to the various
plans and the entire population of Québec, who all benefit. Congratulations are due first
to Henri-Paul Rousseau, the President and Chief Executive Officer, for the Caisse has
flourished under his direction. We should also like to congratulate the members of

the senior management team, who can count on the Board’s support in conducting the
Caisse’s business.

And we also extend congratulations to all the employees, whose competence and
commitment we salute. The investment business is becoming increasingly demanding, in a
context of portfolio diversification, complex financial instruments and intense competition.
Need | add that our success is not due to chance but is the outcome of wise decisions and
sustained efforts?

In conclusion, | must express my pride and that of my colleagues on the Board in being
associated with an institution that is remarkable, not only in our society but increasingly
on the global stage. This pride confirms the Board’s determination to make the Caisse an
organization that is even more flexible, rigorous and effective — in short to make it a
benchmark organization for institutional fund managers.

/| PIERRE BRUNET
Chairman
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MESSAGE FROM

THE PRESIDENT AND
CHIEF EXECUTIVE
OFFICER

THE CAISSE DE DEPOT ET PLACEMENT DU QUEBEC IS A PERFORMANCE-DRIVEN
INVESTOR THAT CAPITALIZES ON ITS DIVERSE HOLDINGS AND VAST POOL OF
DEPOSITORS’ FUNDS.

A PERFORMANCE-DRIVEN INVESTOR
The Caisse significantly exceeded its overall value-added objective in 2006 with returns that
place it in the first quartile of large Canadian pension funds for the third straight year.

The Caisse’s overall return, at 14.6%, exceeds the 12.7% return on the index for the benchmark
portfolio by 188 basis points (1.9%), for a record $2 billion of value added. The Caisse’s overall
return is the weighted average return on the funds of 22 depositors, which are mainly pension
and insurance plans, each with different requirements and objectives. The individual returns
for the Caisse’s seven main depositors, accounting for more than 98% of net assets, ranged
from 12.5% to 16.3%. All the depositors with a diversified portfolio benefited from value added.

For the three-year period from 2004 to 2006, the Caisse’s average overall return is 13.8%,
aresult achieved by only 5% of large Canadian pension fund managers. This return exceeds
the return on the index used for the benchmark portfolio by 155 basis points (1.6%) and
represents $4.1 billion of total value added.

DIVERSIFIED INVESTMENTS

The Caisse’s returns are due to the composition of the benchmark portfolio, active manage-
ment of 18 specialized portfolios and asset allocation decisions. The specialized portfolios
correspond to the main asset classes in which the depositors’ funds are invested.

In agreement with the depositors, the Caisse has been changing its asset allocation since
2003 to ensure a performance that exceeds the return on bonds and to diversify risk. It has
therefore increased its investments in real estate, private equity, infrastructure, real estate
debt, hedge funds, commodities and emerging markets equities. From 2003 to 2006, the
proportion invested in these holdings increased from 20.6% to 35.6% of net assets.

The Caisse continued to reduce the weight of the bond portfolios within the overall portfolio
in 2006. As a result, it considerably increased the size of the Emerging Markets Equity,

Real Estate Debt, and Investments and Infrastructures portfolios. These asset allocation
changes, combined with the markets’ behaviour and efforts to improve the results of the
various portfolios, helped diversify the Caisse’s sources of absolute return and value added.
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With all the investment groups adding value in relation to their benchmark indexes or return
thresholds, the Caisse obtained diversified sources of return in 2006. Most notable is the
excellent performance of the Equity Markets group, which contributed $645 million of value
added.The Canadian Equity portfolio stands out with a 22.0% return, outperforming its index
by 473 basis points (4.7%) as the group reaped the benefits of a new management approach
put in place over the past three years.

The Private Equity and Real Estate groups also posted excellent results, earning 22.0%
and 20.2% respectively, for $600 million and $357 million of value added. Asset allocation
operations were especially profitable in 2006, contributing $377 million. Lastly, the Hedge
Funds and Fixed Income groups generated respectively $15 million and $13 million of
value added.

VAST POOL OF DEPOSITORS’ FUNDS

Net investment results totalled $17.8 billion in 2006. When $3.5 billion of net deposits is
added to this amount, depositors’ net assets totalled $143.5 billion as at December 31, 2006.
This figure represents an increase of $54.1 billion since December 31, 2003, of which

$43.8 billion, or 81%, is net investment results. The depositors have a combined total

return of 47.4% over three years.

Over four decades, ever-larger amounts of capital resulting from the pooling of depositors’
funds have prompted the Caisse to diversify its investments so as to generate superior
returns and to optimize the risk of the overall portfolio. In recent years, this size has become
a major competitive advantage vis-a-vis other large investors, especially in real estate and
private equity. It gives the Caisse major-player status with access to large transactions that
are beyond the reach of small and medium-sized investors.

A number of transactions carried out in 2006 reflect this reality, starting with the acquisition
of a 29% stake in BAA, the world’s largest airport operator. This deal, with a total value of
£16.7 billion, was done in partnership with Spain’s Grupo Ferrovial, acting as operator, and
the Government of Singapore Investment Corporation (GIC), which purchased 61% and 10%
of the company respectively. Without doubt, in the years to come the Caisse will use its size
to diversify its portfolio further by taking part in major international transactions.

The Caisse will also continue to use its excel