Northwest Specialty Growth Fund Inc.

Annual Management Report of Fund
Performance as at September 30, 2009

This Annual Management Report of Fund performance
contains financial highlights but does not contain either
interim or annual financial statements of the investment
fund. You can get a copy of the interim or annual
financial statements at your request, and at no cost, by
calling 1-888-809-3333, by writing us at Northwest &
Ethical Investments L.P., 155 University Avenue Suite
400, Toronto, ON M5H 3B7 or by visiting our website at
www.northwestfunds.com or SEDAR at www.sedar.com.

Security holders may also contact us using one of these
methods to request a copy of the investment fund’s proxy
voting policies and procedures, proxy voting disclosure
record, or quarterly portfolio disclosure.

Management Discussion of Performance

Investment Objective and Strategies

The Fund strives to achieve long term capital appreciation
by investing primarily in Quebec based companies,
meaning companies whose head office or a substantial
part of their business, work force, research and
development or assets is located in Quebec.

Sub Advisor Montrusco Bolton uses an equity investment
policy called “ownership investing”, which means they
invest in companies as if they were becoming the owner
of the organization. In other words, their research into
each company is deep enough to clearly understand the
business model. Investment is only made into quality
growth-oriented companies with good potential for long-
term risk adjusted returns.

Factors that the Sub Advisor looks at include whether a
company has a sustainable competitive advantage, solid
management with a clear business plan, a proven track
record, solid balance sheet and ultimately an attractive
valuation. By trying to understand the inner workings of a
company better than most peer managers, the Montrusco
Bolton strives to create a more focused, high quality
portfolio.

In addition to a focused investment strategy, Montrusco
employs a disciplined sell strategy to manage downside
risk in the portfolio. The firm has established a pre-
defined number of “red flags”, being areas of concern that
could affect any business in any economic sector. If a
number of red flags are raised on a company, either 25%,

50% or 100% of the position is sold depending on
severity of problems and the prospects for a turnaround.

Risk

Interest Rate risk is not expected to be significant for the
upcoming year as it is anticipated that central banks
around the world will keep interest rates at today’s low
levels until late spring 2010 at the earliest.

Liquidity Risk is always a concern in both small cap
stocks and high yield bonds in the sense that there are
periods when there is very little trading activity thus
accentuating prices move and both can suffer reduced
access to capital.

Equity Risk or volatility remains elevated as investors are
concerned that corporate profits may disappoint and/or
the possibility of another economic slowdown.

Geographic risk is a risk specific to this Fund. In fact, the
Fund is required to be at least 70% invested in Quebec
based companies. Quebec based companies are under-
represented in the Energy and Materials sector compared
to the S&P/TSX. An increase in the demand for those
commodities would fortify the Canadian Dollar which
could negatively impact the Quebec’s Industrial sector
performance.

Results of Operations

The Northwest Specialty Growth Fund’s Series A units
returned 14.8% for the twelve months ended September
30th, 2009, compared with the benchmark S&P/TSX
Composite Total Return Index’s return of 0.5%. Unlike the
Index return, the Fund’s return is after the deduction of
fees and expenses paid by the Fund. Performance
differences between series of units are mainly attributable
to management fees charged to each series. Refer to the
Past Performance section for the details of returns by
Series. The Fund’s net assets increased by 4% to
$102MM at September 30, 2009 from $98MM at
September 30, 2008. Of this change, approximately
$14MM was a function of performance with the balance
being offset by net redemptions.

Factors That Have Affected Performance

During the first half of the period, the Canadian stock
market experienced extreme volatility due to uncertainty
over the global recession and the U.S. banking crisis.
After reaching bear market lows in early March of 2009,
the stock market staged a sharp rally as economic news
improved and the credit crisis eased.
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While the Fund benefitted from the market rally in the
second half of the period, security selection, particularly
within the energy and material sectors, was the primary
reason for the Fund’s strong outperformance relative to
the index.

The top two performing securities were Addax Petroleum
and Metro. Addax Petroleum benefited from a takeover at
$52.80 cash per share by Sinopec International, a
Chinese petroleum and chemical company. Addax began
the twelve month period at $28.89. Metro, a food
distributor, rose on increased earnings partly from its
successful expansion into Ontario. During the period the
Sub Advisor’s position in Metro was reduced significanty
to realize some profits.

Sector selection also contributed positively to relative
performance. An overweight position in the defensive
consumer staples sector helped to minimize losses during
the market declines in the first half of the period.
Additionally, by avoiding the telecommunication services
sector, which was the worst performing sector, also made
a positive impact.

A greater allocation to oil biased companies as opposed
to natural gas leveraged names made a key detraction
from overall performance during the period. Although the
underlying commodities behaved as expected, generally
natural gas stocks outperformed oil related stocks. This
“oil focused” strategy is now starting to benefit the Fund
as evidenced by Highline Oil & Gas, which was the
largest negative contributor for the twelve month period,
but was the fourth largest contributor for the three months
ending September 30th.

Recent Developments

Looking ahead the Sub Advisor believes the recovery is
still on track and does not anticipate sliding backwards.
Interest rates should remain at historic lows until
sometime in the first half of 2010. While the Sub Advisor
fully expects- volatility from both markets and economic
data over the next few months, these setbacks should
only be temporary.

Markets have rebounded sharply over the past six
months and will not continue moving upwards in a straight
line. A slowdown in market appreciation is necessary to
give fundamentals time to catch up to the strong growth

in the market.

Furthermore, additional price appreciation is becoming
more difficult as markets start to take into consideration
the emergence of several new challenges. Uncertainty

around how strong the recovery will be and when central
banks will start raising interest rates are prime examples
of these challenges.

While the economic news is improving, recent data on
Canadian retail sales and July GDP were both
surprisingly weak. The Sub Advisor will remain cautious
and continue to emphasize holdings within the Fund that
generally have better growth prospects as well as
superior profitability margins and stronger balance sheets.

As global economic growth improves, particularly in
emerging economies, the Sub Advisor predicts oil prices
will continue to move upwards. In response, the Fund will
continue to maintain a greater exposure to oil biased
companies as opposed to natural gas leveraged names.

Going forward, the Fund will maintain its underweight
position in the materials sector, due primarily to a lack of
quality companies as this sector is dominated by more
speculative small cap companies. However, the Sub
Advisor will attempt to maintain market exposure to gold
to participate in the rally in gold prices driven by inflation
fears.

International Financial Reporting Standards

In February 2008, the Canadian Institute of Chartered
Accountants (“CICA”) announced that Canadian
Generally Accepted Accounting Principles (the “GAAP”),
for publicly accountable enterprises, will be replaced by
International Financial Reporting Standards (“IFRS”) and
it will apply to semi-annual and annual financial
statements for fiscal years beginning on or after January 1,
2011.

A team was appointed to oversee the IFRS conversion
project. As of today, the Manager has completed the
Identification phase. The Feasibility phase is under way,
including analysis of the accounting impacts of conversion
to IFRS. From 2010 on, the team will start gathering
comparative information as at March 31, 2011 in order to
prepare the semi-annual financial statements ending
March 31, 2012 in accordance with IFRS standards.

The Manager has presently determined that there will be
no significant impact to the Funds’ net asset value per
unit as a result of the changeover to IFRS.

Related Party Transactions

Northwest & Ethical Investments L.P. (“NEILP”) is the
Manager, the Trustee, the Portfolio Manager and the
Registrar of the Fund. NEILP is 50% owned by the
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Fédération des caisses Desjardins du Québec
(“Fédération”) and 50% indirectly owned by seven
Provincial Credit Union Centrals.

NEILP is the Manager of the Fund pursuant to the
administration agreement. The Manager ensures the daily
administration of the Fund. NEILP provides the Fund or
makes sure the Fund is provided with all services
(accounting, custody, portfolio management, record
maintenance, transfer agent) required to function properly.
The fees are presented in the “Management Fees”
section.

Desjardins Trust Inc. is the custodian of the Fund.
Desjardins Trust Inc. is a wholly-owned subsidiary of the
Fédération, which is a 50% owner of NEILP. The
custodian fees of Desjardins Trust Inc. are at the Fund’s
expense and are established based on market conditions.

Management, custodian and administrative fees
presented in the Statement of Operations are incurred by
the Fund with NEILP or with other companies of which
Fédération is a significant owner.

Desjardins Securities Inc. (“DSI”) is a wholly-owned
subsidiary of the Fédération. DSl is a broker responsible
for security transactions on behalf of the Fund. During
the period ended September 30, 2009, the amounts paid
in commission by the Fund to DSI are $9,936 ($17,038 in
2008).

These transactions are in the normal course of operations
and are measured at the exchange amount, which is the
amount of consideration established and agreed to by the
related parties.

At the end of the period ended September 30, 2009,
accrued expenses payable to related parties are
$180,766 ($263,731 as at September 30, 2008).

The Fund is distributed through Credential Asset
Management Inc., Credential Securities Inc, Desjardins
Securities Inc., Desjardins Financial Services Firm Inc.,
Desjardins Financial Security Investments Inc. and
Gestions SFL Inc. and other non-related dealers. The
named dealers are related to NEILP by way of shared
ownership. NEILP pays to these related parties
distribution and servicing fees based on a percentage of
the average daily value of the units of each held by the
dealer’s clients and additionally, in some cases, on the
amount of the initial purchase.

This document contains forward-looking statements.
Such statements are generally identifiable by the
terminology used, such as “plan”, “anticipate”, “intend”,
“expect”, “estimate”, or other similar wording. These
forward-looking statements are subject to known and
unknown risks and uncertainties and other factors which
may cause actual results, levels of activity and
achievements to differ materially from those expressed or
implied by such statements. Such factors include, but are
not limited to: general economic, market and business
conditions; fluctuations in securities prices, fluctuation in
interest rates and foreign currency exchange rates; and
actions by governmental authorities. Future events and
their effects on the fund may not be those anticipated by
us. Actual results may differ materially from the results
anticipated in these forward-looking statements. We do
not undertake, and specifically disclaim, any obligation to
update or revise any forward-looking information,
whether as a result of new information, future
developments or otherwise.
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Financial Highlights

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

Net Assets per Participating Share™ - Northwest Specialty Growth Fund Inc., Series A

September 30 September 30 September 30 September 30 September 30

2009 2008 2007 2006 2005
$ $ $ $ $

Net assets, beginning of year 34.71 47.44 40.37 41.00 32.02
Increase (decrease) from operations:
Total revenue 1.14 0.50 1.03 0.75 0.41
Total expenses (0.78) (0.98) (1.02) (0.97) (1.32)
Realized gains (losses) (0.36) 1.96 5.31 4.30 13.05
Unrealized gains (losses) 4.35 (11.22) 3.45 (3.96) (2.11)
Commissions and other portfolio transaction costs (0.06) (0.07) (0.08) - -
Total increase (decrease) from operations® 4.29 (9.81) 8.69 0.12 10.03
Distributions:
From income (excluding dividends) - - - - -
From dividends 1.03 1.12 0.69 0.33 0.17
From capital gains - 1.66 0.70 0.68 1.01
Return of capital - - - - -
Total Distributions® 1.03 2.78 1.39 1.01 1.18
Net Assets, End of Year 38.39 34.71 47.44 40.37 41.00

(1) This information is derived from the Fund’s audited annual financial statements. The net assets per share presented in the financial statements
differs from the net asset value calculated for fund pricing purposes. An explanation of these differences can be found in the notes to the 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 paid in cash or reinvested in additional shares of the Fund.

Ratios and Supplemental Data - Northwest Specialty Growth Fund Inc., Series A

September 30 September 30 September 30 September 30 September 30

2009 2008 2007 2006 2005

Total net asset value (000’s of $) 87,815 86,375 123,279 113,487 102,270
Number of participating shares outstanding 2,273,059 2,469,893 2,584,998 2,811,272 2,494,621
Management expense ratio (%)™ 2.50 2.33 2.28 2.29 3.62
Management expense ratio before waivers

and absorptions (%) 2.57 2.52 2.49 2.60 3.99
Management expense ratio tied to performance - - - - 1.32
Trading expense ratio (%)? 0.19 0.17 0.19 0.24 0.29
Portfolio turnover rate (%)® 43.80 41.79 58.34 63.38 78.07
Net asset value per participating share 38.63 34.97 47.69 40.37 41.00

(1) 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.

(2) 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.

(3) 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 period. The higher a fund's portfolio
turnover rate in a period, the greater the trading costs payable by the fund in the period, and the greater the chance of an investor receiving taxable
capital gains in the period. There is not necessarily a relationship between a high turnover rate and the performance of a fund.
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Financial Highlights

Net Assets per Participating Share™ - Northwest Specialty Growth Fund Inc., Series F

September 30 September 30 September 30 September 30 September 30

2009 2008 2007 2006 2005
$ $ $ $ $

Net assets, beginning of year 15.92 21.52 18.15 18.25 14.13
Increase (decrease) from operations:
Total revenue 0.55 0.22 0.46 0.32 0.19
Total expenses (0.22) (0.26) (0.27) (0.25) (0.43)
Realized gains (losses) (0.13) 0.86 2.36 1.81 3.27
Unrealized gains (losses) 1.85 (5.04) 1.62 (2.23) 0.79
Commissions and other portfolio transaction costs (0.03) (0.03) (0.04) - -
Total increase (decrease) from operations® 2.02 (4.25) 413 (0.35) 3.82
Distributions:
From income (excluding dividends) - - - - -
From dividends 0.47 0.51 0.31 0.15 0.07
From capital gains - 0.75 0.31 0.30 0.45
Return of capital - - - - -
Total Distributions® 0.47 1.26 0.62 0.45 0.52
Net Assets, End of Year 17.75 15.92 21.52 18.15 18.25

(1) This information is derived from the Fund’s audited annual financial statements. The net assets per share presented in the financial statements
differs from the net asset value calculated for fund pricing purposes. An explanation of these differences can be found in the notes to the 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 paid in cash or reinvested in additional shares of the Fund.

Ratios and Supplemental Data - Northwest Specialty Growth Fund Inc., Series F

September 30 September 30 September 30 September 30 September 30

2009 2008 2007 2006 2005

Total net asset value (000’s of $) 1,951 2,086 2,527 2,520 1,520
Number of participating shares outstanding 109,211 130,095 116,800 138,858 83,291
Management expense ratio (%)" 1.56 1.38 1.33 1.34 2.57
Management expense ratio before waivers

and absorptions (%) 1.62 1.57 1.54 1.65 2.96
Management expense ratio tied to performance - - - - 1.23
Trading expense ratio (%)? 0.19 0.17 0.19 0.24 0.29
Portfolio turnover rate (%) 43.80 41.79 58.34 63.38 78.07
Net asset value per participating share 17.86 16.04 21.63 18.15 18.25

(1) 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.

(2) 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.

(3) 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 period. The higher a fund's portfolio
turnover rate in a period, the greater the trading costs payable by the fund in the period, and the greater the chance of an investor receiving taxable
capital gains in the period. There is not necessarily a relationship between a high turnover rate and the performance of a fund.
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Net Assets per Participating Share™ - Northwest Specialty Growth Fund Inc., Series |
September 30 September 30 September 30 September 30 September 30

2009 2008 2007 2006 2005
$ $ $ $ $

Net assets, beginning of year 12.42 16.54 13.77 13.66 10.45
Increase (decrease) from operations:

Total revenue 0.38 0.17 0.39 0.25 0.15
Total expenses - - - - (0.11)
Realized gains (losses) (0.13) 0.70 1.92 1.35 1.63
Unrealized gains (losses) 2.02 (3.43) 0.76 (1.48) 3.02
Commissions and other portfolio transaction costs (0.02) (0.02) (0.08) - -
Total increase (decrease) from operations® 2.25 (2.58) 3.04 0.12 4.69
Distributions:

From income (excluding dividends) - - - - -
From dividends 0.37 0.39 0.24 0.11 0.06
From capital gains - 0.58 0.24 0.23 0.33
Return of capital - - - - -
Total Distributions® 0.37 0.97 0.48 0.34 0.39
Net Assets, End of Year 14.04 12.42 16.54 13.77 13.66

(1) This information is derived from the Fund’s audited annual financial statements. The net assets per share presented in the financial statements differs from
the net asset value calculated for fund pricing purposes. An explanation of these differences can be found in the notes to the 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 paid in cash or reinvested in additional shares of the Fund.

Ratios and Supplemental Data - Northwest Specialty Growth Fund Inc., Series |

September 30 September 30 September 30 September 30 September 30

2009 2008 2007 2006 2005
Total net asset value (000’s of $) 13,066 10,189 22,637 11,030 5,780
Number of participating shares outstanding 925,019 814,324 1,361,680 800,943 423,111
Management expense ratio (%)"* N/A N/A - - 1.00
Management expense ratio before waivers
and absorptions (%)“ N/A N/A - - 1.00
Management expense ratio tied to performance - - - - 1.00
Trading expense ratio (%)@ 0.19 0.17 0.19 0.24 0.29
Portfolio turnover rate (%)® 43.80 41.79 58.34 63.38 78.07
Net asset value per participating share 14.12 12.51 16.62 13.77 13.66

(1) 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.
(2) 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.

(3) 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 period. The higher a fund's portfolio turnover rate in a

period, the greater the trading costs payable by the fund in the period, and the greater the chance of an investor receiving taxable capital gains in the period.
There is not necessarily a relationship between a high turnover rate and the performance of a fund.

(4) There are no expenses charged to this Series.

Management Fees

The Manager is responsible for the management, supervision and administration of the Fund. The Manager receives from the

Specialty Growth Fund management fees, before GST, calculated daily on the net asset value of the Fund at an annual rate of 1.90%

for Series A participating shares and 1.00% for Series F participating shares.

The management fee covers the cost of investment advisory fees, sales, marketing, and distribution expenses of the Fund. In
addition, the Manager pays a trailer fee to dealers out of this management fee. The trailer fee is a percentage of the average daily
value of the participating shares of the Fund held by the dealer’s clients.

The following table shows the major services paid for out of management fees as a percentage of the management fee for Series A

and Series F participating shares:

Management Fee Investment Trailer Fee
Advisory and other
Series A 1.90% 70.13% 29.87%
Series F 1.00% 100% N/A(1)

(1) No trailer fees are paid in respect of any Series F participating shares of the Fund
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Past Performance Northwest Specialty Growth Fund Inc. Series A

For the 12-month periods ended September 30
The following charts and tables
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Annualized Compound Returns

The following table(s) show the historical annual compound return for Series A, F, and | participating shares of the Fund
for each period indicated, ending September 30, 2009. The annual compound return is also compared to the returns of
the S&P/TSX Composite Index.

This composite index is composed of stocks that meet certain minimum qualifications with respect to their price and
trading volume. Quarterly reviews are performed to include all new qualifying stocks. Therefore, this index is a good
measure of the performance of the Canadian economy.

While the Fund uses this Index for long-term performance comparisons, it is not managed relative to the composition of
the Index. As a result, the Fund may experience periods when its performance is not aligned with the Index, either

positively or negatively. Please see the "Results of Operations" section of this report for a discussion of recent
performance results.

1 Year 3 Years 5Years 10 Years Since

Inception*
Northwest Specialty Growth Fund Inc., Series A~ 14.75% 2.99% 7.87% 8.85% N/A
S&P/TSX Index 0.51% 1.85% 8.34% 7.27% N/A

Northwest Specialty Growth Fund Inc., Series F 15.67% 3.95% 8.87% N/A 12.62%
S&P/TSX Index 0.51% 1.85% 8.34% N/A 11.82%

Northwest Specialty Growth Fund Inc., Series | 17.23% 5.38% 10.34% N/A 10.58%
S&P/TSX Index 0.51% 1.85% 8.34% N/A 8.70%

*Series F inception April 8, 2003 and Series | inception June 4, 2004.
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Summary of Investment Portfolio as at September 30, 2009
Total Net Asset Value: $102,831,613

TOP 25 POS|T|ONS (long positions)*
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CGlI Group, Class A

Logibec Groupe Informatique
Industrial Alliance Insurance and Financial Services
Power Corporation of Canada
Transat A.T., Class B
Talisman Energy

Suncor Energy

Metro, Class A

Agnico-Eagle Mines
Canadian Western Bank
BMTC Group, Class A

Home Capital Group

MTY Food Group

Crew Energy

Osisko Mining Corporation
CAE

Boralex, Class A

Highpine 0il & Gas
Lassonde Industries, Class A
Canadian Natural Resources
TriStar Oil & Gas

Gildan Activewear

Dorel Industries, Class B
Alamos Gold

RONA

Total

* There is no short position in this Fund.

7.5
7.0
6.3
5.6
4.3
4.2
3.9
3.7
3.5
3.2
3.1
29
2.8
2.7
25
2.5
2.4
2.3
2.3
2.2
1.9
1.8
1.6
15
1.5
83.2

NET ASSET VALUE MIX

as at September 30, 2009

% Total

99.4 Equities
20.9 Financials
17.3 Energy
12.3 Consumer Discretionary
11.2 Materials
10.7 Information Technology
9.3 Industrials
7.8 Health Care
6.0 Consumer Staples
3.9 Utilities

0.6 Cash and Cash Equivalents

100.0 Total Net Asset Value

GEOGRAPHIC DISTRIBUTION

as at September 30, 2009

% Total

99.4 Canada
0.6 Cash and Cash Equivalents

100.0 Total Net Asset Value

The Summary of Investment Portfolio may change due to ongoing portfolio transactions of the investment Fund.

A quarterly update is available.



Notes



Notes



Northwest & Ethical Investments LP

1-888-809-3333
www.northwestfunds.com

NWT 134E



