


TO OUR SHAREHOLDERS:

We present the Company’s operating results for the three months ended June 30, 2010.

For the periods ended June 30 Three Months Six Months
(% in thousands, except per share amounts) 2010 2009 2010 2009
iy iy

Gross revenues, net of commissions paid to advisors $ 15,698 $ 14,501 $ 32,721 $ 27,886
Net earnings 2,275 2,336 6,239 3,896
Cash flow from operations before change in non-cash working capital 3,934 3,154 7,755 5,898
Per Share
Basic net earnings $ 007 $ 007 $ 019 $ o011
Diluted net earnings 0.07 0.07 0.19 0.11
Basic cash flow from operations before change in non-cash

working capital $ 012 $ 009 $ 023 $ 0.17
Diluted cash flow from operations before change in non-cash

working capital 0.12 0.09 0.23 0.17

Assets under management were $14.6 billion as at June 30, 2010, compared to $14.0 billion as at December
31, 2009 and $13.3 billion as at June 30, 2009. Assets under administration were $6.9 billion as at June 30, 2010, a
marginal decrease from December 31, 2009, compared to $6.5 billion as at June 30, 2009.

Net earnings for the quarter were $2.3 million or $0.07 per share, diluted, substantially unchanged from the
second quarter of 2009.

Cash flow from operations for the quarter was $3.9 million, compared to $3.2 million for the second quarter of
2009.

The fair value of the Compadupe 30, 2010 wad B36G4smilliorf, or $10.83uperi t i e s
share, diluted.

On behalf of the Board, August 10, 2010

Chairman & Chief Executive Officer



FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEETS (Unaudited)

SECOND QUARTER REPORT 2010

As at June 30, 2010 and December 31, 2009

(% in thousands) 2010 2009
ASSETS
Current assets:
Cash $ 7,128 $ 8,227
Interest-bearing deposits with banks 9,125 10,469
Accounts receivable 20,708 21,592
Receivable from clients and broker 17,831 21,591
Prepaid expenses 727 1,133
55,519 63,012
Securities holdings (note 5) 366,430 362,512
Intangible assets (note 6) 5,815 6,069
Capital assets 1,908 1,953
Goodwill (note 7) 6,949 5,249
$ 436,621 $ 438,795
LIABILITIES
Current liabilities:
Bank indebtedness $ 8,957 $ 2314
Bank Loan 14,104 13,783
Due on securities sold short 692 804
Accounts payable and accrued expenses 12,206 14,337
Client deposits 9,565 10,488
Payable to clients 17,831 21,591
Bankers’ acceptances payabl e 30,000 30,000
93,355 93,317
Future income taxes 28,357 27,608
Non-controlling interests 774 86
122,486 121,011
SHAREHOLDERS’ EQUITY
Capital stock (note 8a) 23,315 24,132
Treasury stock (note 8c) (14,104) (13,783)
Contributed surplus 7,170 6,602
Retained earnings 195,263 201,332
Accumulated other comprehensive income (note 4) 102,491 99,501
314,135 317,784

$ 436,621 $ 438,795




GUARDIAN CAPITAL GROUP LIMITED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENTS OF OPERATIONS (Unaudited)

For the periods ended June 30 Three Months Six Months
(% in thousands, except per share amounts) 2010 2009 2010 2009
(Amended — note 2) (Amended — note 2)
GROSS REVENUE $ 27,569 $ 25,475 $ 57,717 $ 49,033
Gross commission revenue $ 14,304 $ 13,123 $ 30,088 $ 25,342
Commissions paid to advisors (11,871) (10,974) (24,996) (21,147)
2,433 2,149 5,092 4,195
Management fee income 8,874 7,456 17,199 14,486
Net income from securities (note 9) 3,001 3,688 7,700 6,768
Writedown of securities (note 5) (31) -- (31) --
Administrative services income 1,421 1,208 2,761 2,437
Revenues, net of commissions paid to advisors 15,698 14,501 32,721 27,886
EXPENSES
Expenses, exclusive of commissions and the undernoted
items 12,603 11,702 24,792 23,314
Amortization 669 749 1,299 1,501
Interest 313 284 570 606
13,585 12,735 26,661 25,422
Earnings before non-controlling interest and income taxes 2,113 1,766 6,060 2,464
Non-controlling interests 1 (30) 14 (131)
Earnings before income taxes 2,112 1,796 6,046 2,595
Provision for (recovery of) income taxes — current 26 (224) 96 (587)
— future (189) (316) (289) (714)
(163) (540) (193) (1,301)
Net earnings $ 2,275 $ 2,336 $ 6,239 $ 3,896
Net earnings per Class A and Common share:
Basic $ 0.07 $ 0.07 $ 0.19 $ 0.11
Diluted 0.07 0.07 0.19 0.11
Weighted average number of Class A and
Common shares outstanding (in thousands):
Basic 32,815 34,573 33,004 35,000
Effect of outstanding stock options and stock-based
entitlements 685 503 697 381

Diluted 33,511 35,076 33,689 35,381




FINANCIAL STATEMENTS SECOND QUARTER REPORT 2010

CONSOLIDATED STATEMENTS OF CONTRIBUTED SURPLUS (Unaudited)

For the periods ended June 30 Three Months Six Months
($ in thousands) 2010 2009 2010 2009
(amended — note 2) (amended — note 2)
Contributed Surplus, beginning of period $ 6,911 $ 5,574 $ 6,602 $ 5,241
Stock-based compensation expense recorded 288 366 597 699
7,199 5,940 7,199 5,940
Less: Equity-based entitlements redeemed (29) (50) (29) (50)
Contributed Surplus, end of period $ 7,170 $ 5,890 $ 7,170 $ 5,890

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS (Unaudited)

For the periods ended June 30 Three Months Six Months
($ in thousands) 2010 2009 2010 2009
(amended — note 2) (amended — note 2)
Retained earnings, beginning of period $192,988 $192,952  $201,332  $199,826
Net earnings 2,275 2,336 6,239 3,896
195,263 195,288 207,571 203,722
Less:
Dividends paid -- -- 4,949 5320
Excess of purchase price over issue price of
Company’'s capital &tock acqu -- -- 7,359 3,114
- - 12,308 8,434
Retained earnings, end of period $195,263 $195,288 $195,263  $195,288
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (Unaudited)
For the periods ended June 30 Three Months Six Months
(% in thousands) 2010 2009 2010 2009
(Amended — note 2) (Amended — note 2)
Net earnings $2,275 $2,336 $6,239 $3,896
Other comprehensive income (loss):
Increase (decrease) in net unrealized gain on available for sale
securities (27,136) 90,111 4,217 94,147
Less: Recovery of (provision for) income taxes 2,535 (12,011) (1,197)  (13,006)
(24,601) 78,100 3,020 81,141
Reversal of unrealized gains (losses) upon disposal of available
for sale securities 424 (141) (756) (40)
Less: Reversal of income taxes 20 (29) 150 (114)
444 (170) (606) (154)
Change in foreign currency translation adjustment 2,910 (5,138) 576 (2,927)
Total other comprehensive income (loss) (21,247) 72,792 2,990 78,060

Comprehensive income $(18,972) $75,128 $9,229  $81,956




GUARDIAN CAPITAL GROUP LIMITED

CONSOLIDATED STATEMENTS OF CASH FLOW (Unaudited)

FINANCIAL STATEMENTS

For the periods ended June 30 Three Months Six Months
($ in thousands) 2010 2009 2010 2009
(Amended — note 2) (Amended — note 2)
OPERATING ACTIVITIES
Net earnings $ 2,275 $ 2,336 $ 6,239 $ 3,896
Add (deduct) items not involving cash:
Future income taxes (189) (316) (289) (714)
Amortization of intangible assets 542 520 1,047 1,049
Amortization of capital assets 127 229 252 452
Net loss (gain) on securities (note 9) 859 50 (136) 647
Writedowns of investments (note 5) 31 -- 31 --
Stock-based compensation 288 366 597 699
Non-controlling interests 1 (30) 14 (131)
3,934 3,154 7,755 5,898
Net change in non-cash working capital 39 (1,660) (772) (6,892)
Net cash from (used in) operating activities 3,973 1,494 6,983 (994)
FINANCING ACTIVITIES
Change in client deposits (2,887) (278) (1,059) (1,904)
Acquisition of capital stock (note 8b) -- -- (8,176) (3,868)
Disposition (acquisition) of treasury stock (note 8c) 29 50 (321) (1,040)
(Decrease) increase in bank loan (29) (50) 321 1,040
Dividends paid -- -- (4,949) (5,320)
|l ssuance (repayment) of banke -- (2,500) -- 5,500
Non-controlling interests 482 (178) 674 (289)
Net cash (used in) financing activities (2,405) (2,956) (13,510) (5,882)
INVESTING ACTIVITIES
Acquisition of securities (32,269) (21,799) (60,548) (40,844)
Proceeds on sale of securities 30,502 22,822 60,427 44,229
Change in interest-bearing deposits with banks 3,318 394 1,462 (1,740)
Acquisition of intangible assets (519) (67) (841) (183)
Proceeds on disposal of intangible assets (note 6) -- -- 49 --
Acquisition of capital assets (66) (18) (202) (50)
Acquisition of shares of subsidiary (note 7) (1,700) -- (1,700) --
Net cash from (used in) investing activities (734) 1,332 (1,263) 1,412
FOREIGN EXCHANGE
Net effect of foreign exchange rate changes on cash balances 129 (110) 48 (87)
Net change in cash, net of bank indebtedness 963 (240) (7,742) (5,550)
Cash, net of bank indebtedness, beginning of period (2,792) (5,086) 5,913 224
Cash, net of bank indebtedness, end of period $ (1,829) $ (5,326) $ (1,829) $ (5,326)
As at June 30 ($ in thousands)
Represented by:
Cash $ 7,128 $ 6,074
Bank indebtedness (8,957) (11,400)
$ (1,829) $ (5,326)
Supplemental cash flow information:
Interest paid (*) $ 313 $ 284 $ 570 $ 606
Taxes paid -- 660 109 1,320

(*) Pertaining to financial liabilities which are not classified as held for trading.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS SECOND QUARTER REPORT 2010

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
1. ACCOUNTING POLICIES

These are the unaudited interim consolidated financial statements of Guardian Capital Group Limited and subsidiaries

(the “Cqgmpianncyl”uyydi ng variable interest entities (“VIEs") o}

beneficiary. These financial statements follow the same accounting policies and methods of application as the most
recent annual financial statements. However, not all disclosures required by Canadian Generally Accepted Accounting
Principles for annual financial statements are presented in these statements. Accordingly, these financial statements
should be read in conjunction with the most recent annual financial statements.

In these notes, all dollar amounts and numbers of shares are stated in thousands. Per share amounts and option exercise
prices are stated in dollars and cents.

2. AMENDMENT OF PRIOR YEAR FINANCIAL STATEMENTS

The Company provides stock-based entitlements to certain senior employees, through an Employee Profit Sharing Plan
Trust (the “EPSP Trust?”). The EPSP Trust purchases sh
and are financed by a bank loan facility with a major chartered bank, which is secured by the shares held by the EPSP
Trust and other securities, and guaranteed by the Company.

During the quarter ended September 30, 2009, the Company reevaluated its arrangements with the EPSP Trust, and
determined that the EPSP Trust is a VIE, of which the Company is the primary beneficiary. As a result, the Company
consolidates the EPSP Trust, and records the EPSP Trust bank loan and the shares owned by the EPSP Trust, which are
accounted for as treasury stock. In addition, the Company records compensation cost based on the values of certain
entitlements provided to employees, and does not record the dividends paid on the treasury stock.

Where appropriate, the amendments described above have been retrospectively recorded. Such amendments are not
considered material in any of the past periods to which they refer, or in the current period.

3. FUTURE ACCOUNTING POLICY CHANGES

ar e

I n February, 2008, the CICA announced that Canadian gener
accountable enterprises will be replaced by International

on or after January 1, 2011. In 2011, companies will be required to provide IFRS comparative information for the previous

fiscal year. Accordingly, the conversion from Canadian GA
second quarter of 2011, for which the current and comparative information will be prepared under IFRS. Guardian
commenced its transition from Canadian GAAP to IFRS during the year 2008, and discloses its progress in its
preparations for | FRS in its Maduwueddrnteimerirmh and AnhualiRepsrs.i on and A
4. ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)
Three Months Six Months
For the periods ended June 30 2010 2009 2010 2009
Unrealized gains (losses) on available for sale securities
Opening balance $137,272 (8,251) $110,701 (11,308)
Change during the period (24,601) 78,100 3,020 81,141
Reversal of unrealized gains on disposal of securities during
the period 444 (170) (606) (154)
Closing balance 113,115 69,679 113,115 69,679

Foreign currency translation adjustment on self-sustaining
foreign subsidiary

Opening balance (13,534) (106) (11,200) (2,317)
Change during the period 2,910 (5,138) 576 (2,927)
Closing balance (10,624) (5,244) (10,624) (5,244)

Accumulated other comprehensive income, end of period $102,491 64,435  $102,491 64,435




GUARDIAN CAPITAL GROUP LIMITED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

5. SECURITIES HOLDINGS

As at June 30, 2010 and December 31, 2009 2010 2009

Available for sale securities
Securities priced based on market transactions:

Short-term securities (a) $ 8,143 $ 10,780
Mutual funds (b) 44,974 52,926
Common shares 308,235 295,060
Securities not having a quoted market value (c) 2,064 2,134
363,416 360,900

Held for trading securities
Short-term securities 3,014 1,612
Total securities holdings $ 366,430 $ 362,512

(a) Short-term securities shown above include securities of mutual funds that hold short-term securities, as well as short-
term instruments that are continually reinvested by the Company and are therefore included in securities holdings.

(b) In accordance with amendments to CICA Handbook sections 3855 and 3862, the Company elected to reclassify
certain mutual fund securities from held for trading to available for sale, at their fair values on October 1, 2008, which
were $2,182. During 2009, certain of such securities were disposed of, and a realized loss of $44 was recorded in
Net Earnings. In addition, in 2009, an unrealized gain of $317 on such securities not disposed of was recorded in
Comprehensive Income, net of $46 in taxes, which would otherwise have been recorded in Net Earnings. During the
guarter ended March 31, 2010, the remainder of such securities was disposed of, and a realized gain of $1 was
recorded in Net Earnings.

(c) The securities not having a quoted market value are recorded at cost, less any writedowns as a result of the
recognition of an impairment which is considered other than temporary. During the period ended June 30, 2010, an
impairment assessment by management resulted in such a security being written down by $31 (2009 - $Nil).

6. INTANGIBLE ASSETS

During the period ended June 30, 2010, new business costs of $49 (2009 - $Nil) were reimbursed by departing advisors,
which amount was recorded as a disposal of intangible assets.

7. GOODWILL

During the period ended June 30, 2010, the Company purchased the remaining non-controlling interest held by others in a
subsidiary for $1,700, which amount was allocated to goodwill.

8. CAPITAL STOCK

€)) Changes in Capital Stock

A summary of the changes in the Company’'s capital stock is
2010 2009

For the three months ended June 30 Shares Amount Shares Amount

Class A shares

Issued and outstanding, beginning of period 29,136 $ 21,986 30,772 $ 23,271
Acquired and cancelled -- -- -- --
Conversion from common shares 147 112 - -

Issued and outstanding, end of period 29,283 22,098 30,772 23,271

Common shares

Issued and outstanding, beginning of period 5,500 1,329 5,594 1,352
Conversion to class A shares (147) (112) -- --

Issued and outstanding, end of period 5,353 1,217 5,594 1,352

Total 34,636 $ 23,315 36,366 $ 24,623




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS SECOND QUARTER REPORT 2010

2010 2009
For the six months ended June 30 Shares Amount Shares Amount
Class A shares
Issued and outstanding, beginning of period 30,180 $ 22,794 30,770 $ 24,025
Acquired and cancelled (1,081) (817) (998) (754)
Conversion from common shares 184 121 - -
Issued and outstanding, end of period 29,283 22,098 30,772 23,271
Common shares
Issued and outstanding, beginning of period 5,537 1,338 5,594 1,352
Conversion to class A shares (184) (121) -- --
Issued and outstanding, end of period 5,353 1,217 5,594 1,352
Total 34,636 $ 23,315 36,366  $ 24,623

(b) Purchases of shares — Normal Course Issuer Bid

During the six months ended June 30, 2010, under its Normal Course Issuer Bid, the Company acquired 1,081 (2009 —
998) of its Class A shares for $8,176 (2009 - $3,868), of which $7,359 (2009 - $3,114), the excess of the purchase price
over the issue price, was charged directly to retained earnings.

(© Treasury Stock

The Company purchases and holds shares in its capital stock through the EPSP Trust, which are accounted for as
treasury stock and are described in notes 2 and 8d of these financial statements. A summary of the changes in the
Company’' s treasfollowy stock 1is

2010 2009
(amended-note 2)
For the three months ended June 30 Shares Amount Shares Amount
Balance, beginning of period 1,828 $ 14,133 1,797 $ 13,858
Shares disposed of (9) (29) (5) (50)
Balance, end of period 1,819 $ 14,104 1,792 $ 13,808
2010 2009
(amended-note 2)
For the six months ended June 30 Shares Amount Shares Amount
Balance, beginning of period 1,785 $ 13,783 1,490 $ 12,768
Shares acquired 43 350 307 1,090
Shares disposed of (9) (29 (5) (50)
Balance, end of period 1,819 $ 14,104 1,792 $ 13,808

As at June 30, 2010, the treasury stock was composed of 163 common shares (2009 — 163) and 1,656 class A shares
(2009 — 1,634 shares).

(d) EPSP Trust — Stock-based entitlements

The stock-based entitlements provided by the Company to certain senior employees through the EPSP Trust are in the
form of either an option-like entitlement or an equity-based entitlement, as described below.

(i) Option-like entitlements

The option-like entitlements allow the employees to purchase shares from the EPSP Trust at prices equal to the
amount of the bank loan per share pertaining to those shares, subject to predetermined vesting arrangements and
other conditions. Due to the nature of these entitlements and the conditions attached to them, the contractual life of
the entitlement is indeterminable.



GUARDIAN CAPITAL GROUP LIMITED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(ii)

A summary of the changes in the option-like entitlements is as follows:

2010 2009
(amended-note 2)
Number of Weighted Average Number of Weighted Average

For the three months ended June 30 Shares Purchase Price Shares Purchase Price
Option-like entitlements, beginning and
end of period 1,299 $ 8.18 1,299 $ 8.18
2010 2009

(amended-note 2)
Number of Weighted Average Number of Weighted Average

For the six months ended June 30 Shares Purchase Price Shares Purchase Price

Option-like entitlements, beginning of period 1,299 $ 8.18 1,269 $ 824
Entitlements provided -- -- 30 5.52

Option-like entitlements, end of period 1,299 $ 8.18 1,299 $ 8.18

No option-like entittements were provided during the six months ended June 30, 2010. Option-like entitlements
provided during the six months ended June 30, 2009 had a fair value of $24.

As at June 30, 2010, there were outstanding option-like entitlements for 163 common shares (2009 — 163) and 1,136
class A shares (2009 — 1,136).

Equity-based entitlements

Equity-based entitlements allow the employees to purchase shares from the EPSP Trust at zero cost, subject to
predetermined vesting arrangements and other conditions. When such purchases by employees occur, the Company
pays to the EPSP Trust the amount of the bank loan attributable to the shares purchased. Due to the nature of these
entitlements and the conditions attached to them, the contractual life of the entitlement is indeterminable.

A summary of the changes in the number of shares under equity-based entitlements is as follows:

Three Months Six Months
. 2009 2010 2009
For the periods ended June 30 2010 (amended-note 2) (amended-note 2)
Entitlements, beginning of period 529 498 486 221
Entitlements provided -- -- 43 277
Entitlements redeemed (9) (5) (9) (5)
Entitlements, end of period 520 493 520 493

Equity-based entitlements are valued at the fair market value of the shares purchased by the EPSP Trust on the date
of the provision of the entittement. This value is recorded by the Company as compensation cost over the vesting
period, and is credited to contributed surplus. On redemption of an entitlement, treasury stock and contributed surplus
are reduced for the value of the entitlement redeemed.

Equity-based entitlements provided during the six months ended June 30, 2010 had a fair value of $350 (2009 -
$922). No equity-based entitiements were provided during the three months ended June 30, 2010.
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(e) Stock Option Plan

A summary of the changes in the Company’s outstanding stoc
2010 2009
Class A Weighted Average Class A Weighted Average
For the three months ended June 30 Shares Exercise Price Shares Exercise Price
Options outstanding, beginning of period 506 $ 11.69 506 $ 11.69
Options expired (470) 11.79 -- --
Options outstanding, end of period 36 $ 10.50 506 $ 11.69
2010 2009
Class A Weighted Average Class A Weighted Average
For the six months ended June 30 Shares Exercise Price Shares Exercise Price
Options outstanding, beginning of period 506 $ 11.69 506 $ 11.69
Options expired (470) 11.79 -- -
Options outstanding, end of period 36 $ 10.50 506 $ 11.69
9. NET INCOME FROM SECURITIES

Net income from securities is composed of:

Three Months Six Months

For the periods ended June 30 2010 2009 2010 2009
Dividend income $3,753 $ 3,609 $7,361 $ 7,175
Interest income earned from -

Held for trading securities 48 53 94 93

Financial assets not classified as held for trading 59 76 109 147
Total dividend and interest income 3,860 3,738 7,564 7,415
Net gain (loss) on -

Held for trading securities (25) (244) (48) 58

Available for sale securities (834) 194 184 (705)
Net gain (loss) on securities (859) (50) 136 (647)
Net income from securities $3,001 $ 3,688 $7,700 $ 6,768

10. BUSINESS SEGMENTS

The Company operates in three main segments, as identified in the table below. The investment management segment
involves the earning of management fees relating to investment management services provided to clients. The financial
advisory segment relates to the earning of sales commissions and administrative services revenue from assets under
administration. The corporate activities and investments s
securities holdings, as well as corporate development activities. The following table discloses certain information about

these segments:

-10 -



GUARDIAN CAPITAL GROUP LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Investment Corporate Activities
Management Financial Advisory and Investments Consolidated
For the three months ended June 30 2010 2009 2010 2009 2010 2009 2010 2009
(amended- (amended- (amended- (amended-
note 2) note 2) note 2) note 2)
Gross Revenue $ 9206 $ 7,778 $ 15,392 $14,067 $ 2971 $ 3,630 $27,569 $ 25,475
Revenues, net of commissions
paid to advisors $ 9,206 $ 7,778 $ 3,521 $ 3,093 $ 2971 $ 3630 $15698 $ 14,501
Other operating expenses 7,285 6,810 3,790 3,502 1,528 1,390 12,603 11,702
Operating earnings (loss) 1,921 968 (269) (409) 1,443 2,240 3,095 2,799
Less:
Amortization of intangible assets 18 42 496 445 28 33 542 520
Amortization of capital assets 25 64 81 92 21 73 127 229
Interest 36 15 9 9 268 260 313 284
Non-controlling interests -- - -- -- 1 (30) 1 (30)
Earnings (loss) before income taxes 1,842 862 (855) (955) 1,125 1,904 2,112 1,796
Income tax provision (recovery) 501 246 (188) (259) (476) (527) (163) (540)
Net earnings (loss) $ 1341 $ 616 $ (667) $ (696 $ 1601 $ 2431 $ 2275 $ 2,336
Intangible assets acquired $ 8 $ - $ 511 $ 67 $ - $ - $ 519 % 67
Capital assets acquired 36 3 26 13 4 2 66 18
As at June 30, 2010 and
December 31, 2009 2010 2009 2010 2009 2010 2009 2010 2009
Total assets $24,813 $26,446 $ 41,180 $ 38,504 $ 370,628 $ 373,845 $ 436,621 $ 438,795
Investment Corporate Activities
Management Financial Advisory and Investments Consolidated
For the six months ended June 30 2010 2009 2010 2009 2010 2009 2010 2009
(amended- (amended- (amended- (amended-
note 2) note 2) note 2) note 2)
Gross Revenue $17,737 $ 15168 $ 32,310 $27200 $ 7670 $ 6,665 $ 57,717 $ 49,033
Revenues, net of commissions
paid to advisors $17,737 $ 15168 $ 7314 $ 6053 $ 7670 $ 6665 $ 32,721 $ 27,886
Other operating expenses 14,520 13,524 7,476 6,683 2,796 3,107 24,792 23,314
Operating earnings (loss) 3,217 1,644 (162) (630) 4,874 3,558 7,929 4,572
Less:
Amortization of intangible assets 36 82 956 901 55 66 1,047 1,049
Amortization of capital assets 49 126 160 179 43 147 252 452
Interest 69 16 18 20 483 570 570 606
Non-controlling interests -- -- -- -- 14 (131) 14 (131)
Earnings (loss) before income taxes 3,063 1,420 (1,296) (1,730) 4,279 2,905 6,046 2,595
Income tax provision (recovery) 847 329 (285) (488) (755) (1,142) (193) (1,301)
Net earnings (loss) $ 2216 $ 1091 $ (1,011) $ (1,242) $ 5034 $ 4047 $ 6239 $ 3,896
Intangible assets acquired $ 25 3 5 $ 816 $ 178 % - $ - $ 841 $ 183
Capital assets acquired 45 13 86 35 71 2 202 50
The following table discloses certain information about
Canada Rest of the World Consolidated
For the three months ended June 30 2010 2009 2010 2009 2010 2009
Gross Revenue $27,075 $ 24,152 $ 494 $ 1,323 $ 27,569 $ 25,475
Revenues, net of commissions paid to advisors $15,204 $ 13,178 $ 494 $ 1,323 $ 15,698 $ 14,501
Intangible assets acquired $ 511 $ 67 $ 8 $ - $ 519 $ 67
Capital assets acquired 41 18 25 -- 66 18

-11 -

t
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Canada Rest of the World Consolidated
For the six months ended June 30 2010 2009 2010 2009 2010 2009
Gross Revenue $ 56,109 $ 46,998 $ 1,608 $ 2,035 $ 57,717 $ 49,033
Revenues, net of commissions paid to advisors $ 33,113 $ 25,851 $ 1,608 $ 2,035 $ 32,721 $ 27,886
Intangible assets acquired $ 816 $ 183 $ 25 $ - $ 841  $ 183
Capital assets acquired 177 44 25 6 202 50
As at June 30, 2010 and December 31, 2009 2010 2009 2010 2009 2010 2009
Total assets $365,588 $ 362,501 $ 71,033 $ 76,294 $ 436,621 $ 438,795
11. FINANCIAL RISKS MANAGEMENT
The Company’'s goal in managing financi al risk is to evalua
be achieved and, where those risks are deemed acceptable, to mitigate those risks, where practicable. A discussion on
the Company’k management practices is included under the hiq

and Analysi s, on pages 1 Secanth Quar@r02016 fnterimMReporC thm following’are the more
significant risks associated with financial instruments to which the Company is subject:

(a) Market Risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises three types of risk: currency risk, interest rate risk and price risk.

(i) Currency Risk

The Company’s main direct exposure to currency risk is
$61,815 US ($65,561 Canadian) at fair value as at June 30, 2010. Changes in the value of these investments
caused by changes in the US dollar exchange rate are reflected in the Consolidated Statement of Comprehensive
Income (Loss) in the period in which the change occurs. A weakening of the Canadian dollar against the US dollar

by 10% would result in a gain of $6,556 Canadian being recorded in other comprehensive income in the
Consolidated Statement of Comprehensive Income (Loss). A strengthening of the Canadian dollar against the US

dollar would have an equal but opposite effect.

(i) Interest Rate Risk

The Company is exposed to interest rate risk in its international banking operations, through the asset interest-
bearing deposits with banks of $9,125 and the client deposits liability of $9,565. This risk is managed through the
matching of interest rates and maturities on these balances.

(iii) Price Risk

The Company is exposed to price risk with its securities holdings, and the amounts due on securities sold short.
Unrealized changes in the values of its securities holdings are recorded as unrealized gains or losses in the
Consolidated Statements of Comprehensive Income (Loss) (for available for sale securities) and as gains or
losses in the Consolidated Statements of Operations (for held for trading securities and securities sold short). This
risk is managed through the use of professional third party portfolio managers and in-house expertise, each of
which takes a disciplined approach to investment management. The long and short securities holdings, excluding
the Bank of Montreal shares, are also diversified by asset class and, as shown in the chart below, by geographical
region. The chart also indicates the realized or unrealized gain or loss which would be recorded as a result of a
10% change in the market prices in each region:

-12 -
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As at June 30, 2010 and

December 31, 2009 2010

2009

Fair value of marketable

investments excluding Bank of
Montreal shares and short-term market change in

Unrealized gain
or loss from 10%

Fair value of marketable Unrealized gain or
investments excluding Bank of loss from 10%
Montreal shares and short-term  market change in

investments, net of securities region investments, net of securities region
sold short sold short
Canada $ 19,961 +$ 1,996 $ 24,451 +$ 2,445
United States 4,082 + 408 4,467 + 447
Rest of the World 42,125 + 4,213 42,440 + 4,244
Total $ 66,168 +$ 6,617 $ 71,358 +$ 7,136

(b) Concentration Risk

The Company is exposed to concentration risk associated with the $286,349 investment in the Bank of Montreal shares,

which is a

signi fi can secyites holdirgsn The Compamyemodtorsrtipeanvestiment in the Bank of

Montreal shares on a continuous basis. A change in the price of the Bank of Montreal shares by 10% would result in an
unrealized gain or loss of $28,635 being recorded in the Consolidated Statement of Comprehensive Income (Loss).

(c) Credit Risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to

di scharge an
enhancements, is as outlined below:

obligation.

The

C withquiicongidesation af ang tollatenaleodoihér credit s k

As at June 30, 2010 and December 31, 2009 2010 2009
Cash $ 7,128 $ 8,227
Interest-bearing deposits with banks 9,125 10,469
Accounts receivable 20,708 21,592
Receivable from clients and broker 17,831 21,591
Loan guarantees 482 482
Total, before collateral and credit enhancements $ 55,274 $ 62,361

The Company considers its credit risk to be low. The interest-bearing deposits with banks and the majority of the accounts

receivable are due from major institutions. The Company reviews the credit worthiness of any banks with which it places

deposits, and does not deal with a ban k i f

t i

S

not s financial Btiergtth. Theictedit expdswe ob a n k

receivables from clients is offset with securities, which are held in the client margin accounts of the securities dealer
subsidiary. There are controls on the amounts that these clients may borrow, depending upon the securities that are
pledged. Offsetting the credit exposure on the loan guarantees are marketable securities pledged by the borrowers, the
market values of which the Company actively monitors on a continuous basis.

(d) Liquidity Risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with its financial
liabilities. The Company manages this financial risk by maintaining a portfolio of securities holdings, and by arranging for
significant borrowing facilities, at attractive terms, with major Canadian banks.

12. RECLASSIFICATIONS

Certain reclassifications of 2009 amounts have been made to facilitate a comparison with the current period.

13. FINANCIAL STATEMENT REVIEW

These interim financial statements have notb e e n

revi
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MANAGEMENT’S DISCUSSION AND ANALYSIS

In accordance with securities regulatory requirements, the discussion and analysis which follows pertains to the six months
ended June 30, 2010 and the comparative periods in the year 2009, as well as to certain prior annual and quarterly periods.
Readers are encouraged to refer to the discussions and analyses contained in the 2009 Annual Report and the first quarter
2010 Interim Report. This discussion and analysis has been prepared as of August 10, 2010.

Addi ti onal information relating to Guardian Capital Group Li
I nformation Form, i s wawsedaicathl e on “ SEDAR” at

CAUTION CONCERNING FORWARD-LOOKING STATEMENTS

Guardian may, from timbooki ng met amakent‘foriwarannual and quar
prepared for shareholders or filed with securities reguthbok}?
“intends”, “expects”, “plan”, “prospects”, “are conf i gedives, "’ , “

plans, expectations, estimates, beliefs and intentions.

By their nature, forward-looking statements involve risks and uncertainties. There is a risk that the expectations reflected in such
forward-looking statements will not be achieved. Undue reliance should not be place on these statements, as a number of

factors could cause actual results to differ materially f r om Guar di an’s objectives, pl ans, e X
the forward-looking statements. Factors which could cause actual results to differ from expectations include, among other

things, general economic and market conditions, including interest rates, business competition, changes in government
regulations or in tax laws, and other factors.

OVERVIEW OF GUARDIAN’S BUSINESS

Guardian is a diversified financial services company. Guardian serves the wealth management needs of a range of clients
through its various business segments. The areas in which Guardian operates are: institutional, high net worth and international
investment management; financial advisory; and corporate activities and investments. As at June 30, 2010, Guardian had $14.6
billion in assets under management and $6.9 billion of financial advisory assets under administration. Guardian has a diversified
portfolio of securities which, together with its investment in Bank of Montreal shares, had a fair value of approximately $366
million at the end of the quarter.

IMPACT OF KEY EVENTS

As reported in the Management' s Di scussion and Analysis <cor
adversely affected by the major worldwide market declines during the latter part of 2008 and the first quarter of 2009. In the last
three quarters of 2009 and the first half of 2010, the financial markets experienced a partial broad-based recovery from the
lowest point they reached in March of 2009. The impact of the market recoveries is reflected in quarterly increases in Guardia n
revenues from management fees, commissions and securities.

S

AMENDMENT OF PRIOR YEAR FINANCIAL STATEMENTS

As described in note 2 to the Consol i dat sedondquanter 8040 latdrim Bepatt e me
during the Third Quarter of 2009, Guardi an reeval uated its arrangements with its E
Trust”) and, as a r esul tTrstnlodoingso,Geacdlan hhsarecerded thehEPSPETRUSt Bank loan and

the Guardian shares owned by the EPSP Trust and compensation cost based on the values of share entitlements provided to
employees, and has amended its past financial statements retrospectively.

The amounts described in note 2, which have been retrospectively recorded, are not considered material in any applicable past
periods or the current period, and have been reflected, where applicable, in this discussion and analysis.

USE OF NON-GAAP MEASURES

Guardian’s management uses certain measures to ©nreaoftheancasureand

that Guardian uses is not in accordance with GEAAP maabureydoAat c e p't
have standardized meanings prescribed by GAAP, and are therefore unlikely to be strictly comparable to similar measures
presented by ot her compani es. However, Guardian’'s manageme

stakeholders and investment analysts prefer to include the wus
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Guardian’s management measures the performance of Guardian’
changesinnoncash working capital”, whi chCo rss dliiscd toesde dF ii ma ntchiea I< hRaers
GAAP measure is used by management to indicate the amount o
activities, and many companies similar to Guardian use this measure in a similar manner. The most comparable GAAP measure

is “Net cash from operating activities”, which is disclosed i
a reconciliation of the non-GAAP measure to the GAAP measure:

Three Months Six Months
For the Periods ended June 30 2010 2009 2010 2009
(% in thousands) (amended) (amended)
Net cash (used in) from operating activities, as reported $3,973 $1,494 $6,893 $ (994)
Net change in non-cash working capital (39) 1,660 772 6,892
Cash flow from operations before changes
in non-cash working capital $3,934 $3,154 $7,755 $5,898

CONSOLIDATED FINANCIAL RESULTS

The comparative financial results of Guardian on a consolidated basis are summarized in the following table.

For the periods ended June 30 Three Months Six Months
(% in thousands, except per share amounts) 2010 2009 2010 2009
(amended) (amended)
Revenues, net of commissions paid to advisors $15,698 $14,501 $32,721 $27,886
Expenses 13,585 12,735 26,661 25,422
Non-controlling interests 1 (30) 14 (131)
Earnings before income taxes 2,112 1,796 6,046 2,595
Income tax recovery (163) (540) (193) (1,301)
Net earnings $ 2,275 $ 2,336 $ 6,239 $ 3,896
Cash flow from operations before changes
in non-cash working capital $ 3,934 $ 3,154 $ 7,755 $ 5,898
Diluted per share amounts
Net earnings $ 0.07 $ 0.07 $ 0.19 $ 0.11
Cash flow from operations before changes
in non-cash working capital $ 0.12 $ 0.09 $ 0.23 $ 0.17
As at ($ in millions, except per share amounts) 2010 2009
June 30 March 31  December 31 June 30
(amended)
Assets under management $14,561 $14,482 $13,986 $13,284
Assets under administration $ 6,927 $ 7,152 $ 7,074 $ 6,485
Value of corporate holdings of securities $ 366 $ 390 $ 363 $ 329
Value of corporate holdings of securities per share, diluted $ 10.93 $ 11.64 $ 10.49 $ 9.38

REVENUES AND EXPENSES

Investment Management Revenues

The largest source of revenue at Guardian is management fees received from clients, which vary as a result of changes in the
values of assets managed, and variations in the rates of management fees charged. The following is a summary of the assets
under management and supervision:

2010 2009
As at ($ in millions) June 30 March 31 December 31 June 30
Institutional $13,346 $13,275 $12,285 $12,283
High net worth 1,091 1,089 1,050 883
International 124 118 111 118
Total $14,561 $14,482 $13,986 $13,284

-15 -
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Tot al assets under management (214.6hlMh gt theaend oBtheasecdnd guarteri oh 2010 efrare e d

$14.0 billion at December 31, 2009 and $13.3 billion at June 30, 2009. The increase resulted mainly from the continuing
recovery in the financial markets, reduced by a small net amount of assets withdrawn by clients.

The management fees for the second quarter of 2010 were $8.9 million, an increase of approximately 7% from the first quarter
and 19% from the $7.5 million a year earlier, reflecting the increase in AUM during the period.

Institutional management fees earned in the quarter increased to $6.4 million from $5.5 million a year earlier, a 17% increase.
High net worth management fees earned in the quarter amounted to $1.9 million, an increase of 27% from $1.5 million a year
earlier. Management fees earned from international clients were $0.5 million in the second quarter of 2010, unchanged from a
year earlier.

Financial Advisory Revenues

Net sales commission revenue earned from the financial advisory business, which is generated from the sale of mutual funds,
securities and insurance, as well as from continuing fees related to assets under administration, increased to $2.4 million in the
second quarter of 2010 from $2.1 million in the prior year. This 14% increase reflected the increase in assets under
administration, coupled with a significant increase in trading activity, substantially related to the sale of mutual funds and life
insurance products.

Administrative Services Income

Administrative services income, composed of registered plan and other fees earned in the financial advisory area, and trust and
corporate administration fees earned in the international area, were $1.5 million in the second quarter of 2010, compared with
$1.2 million for the same period of 2009. These fees are not directly impacted by fluctuations in the financial markets.

Corporate Investment Revenues

The following is a summary of Guardian’s net income from

For the period ended June 30 Three Months Six Months

(in thousands) 2010 2009 2010 2009

Dividend and interest income $3,860 $3,738 $7,564 $7,415

Net capital gain (loss) (859) (50) 136 (647)
$3,001 $3,688 $7,700 $6,768

Dividend and interest income were largely unchanged in 2010, as the dividend on the Bank of Montreal shares remained stable.
The losses on securities sales in the current quarter were due to the realignment and rebalancing of corporate investment
portfolios.

Expenses

Guardi an
increases in variable compensation plus certain additions to staffing. Interest expense of $0.6 million in the first six months of
2010 was down slightly from the corresponding period in 2009, due to the lower interest rate environment and lower average
borrowing balances.

NET EARNINGS AND CASH FLOW FROM OPERATIONS

secu

For the periods ended June 30 Three Months Six Months
($ in thousands, except per share amounts) 2010 2009 2010 2009
(amended) (amended)

Net earnings $2,275 $2,336 $6,239 $3,896
Earnings per share, diluted $ 0.07 $ 0.07 $ 0.19 $ 0.11
Cash flow from operations before changes in non-cash working capital $3,934 $3,154 $7,775 $5,899
Cash flow from operations before changes in non-cash working capital

per share, diluted $ 0.12 $ 0.09 $ 0.23 $ 0.17

-16 -

t

s operating expenses were $12.6 million in the mecon



GUARDIAN CAPITAL GROUP LIMITED MANAGEMENT” S DI SCUSSI ON AND

Net earnings for the second quarter of 2010 were $2.3 million, substantially unchanged from 2009. Cash flow from operations for
the quarter ended June 30, 2010 amounted to $3.9 million, compared to $3.2 million for 2009. Increases in commission
revenue, management fee revenue and administrative services were largely offset by reductions in income from securities,
principally net realized capital losses, and increases in operating expenses. The current differences between earnings per share
and cash flow per share arise primarily due to the impact of amortization expenses and stock-based compensation, as well as
the exclusion of gains or losses on sales of securities from the calculation of cash flow from operations.

LIQUIDITY AND CAPITAL RESOURCES

The strength of Guardian’s balance sheet has enabl ed Guatfhdiar
make appropriate use of borrowings, and develop its businesses. It has also allowed Guardian to maintain the appropriate levels
of working capital in each of its areas of operations. The strong cash flow enables Guardian to meet all of its financial
commitments, to finance the expansion of its businesses and to purchase the capital assets necessary for the development of
those businesses. During the six months ended June 30, 2010, under its Issuer Bid, Guardian purchased and cancelled 1.1
million of its class A shares, for a total cost of $8.2 million, and purchased the remainingnon-c ont r ol I i ng i nter e:
financial advisory business for $1.7 million. Guardian’s t ot alune BOa20k0 amaumted dcowbb3nlgnslliona t
compared with $55.7 million at June 30, 2009. The total credit available under the three arrangements amounts to $66 million.
We are confident that the strength of Guardian’s balance sh
holdings of securities as at June 30, 2010 had a fair value of $366.4 million, or $10.93 per share, diluted, compared with $362.5
million, or $10.49 per share, diluted, as at December 31, 2009, and $329.2 million, or $9.38 per share, diluted, at June 30, 2009.
The following is a summary of Guardian’ s securi ties hol dings:
CORPORATE HOLDINGS OF SECURITIES

As at June 30 2010 2009

(% in thousands, except per share amounts) Fair Value Fair Value

Short-term securities $ 11,157 $ 18,406

Mutual funds 44,974 45,986

Bonds - 1,239

Bank of Montreal shares 286,235 243,146

Other marketable securities 22,000 18,209

Unquoted securities 2,064 2,223

Total securities $366,430 $329,209

(amended)

Total securities per share, diluted $ 10.93 $ 9.38
Guardian’'s hol dianrges noafn ageduriintdieepse ndent |l y of our <clients’ as:
invested in Guardian's pooled funds, or mutual funds for whic

CONTRACTUAL OBLIGATIONS

Guardian has contractual commitments for the payment of certain obligations over a period of time. A summary of those
commitments, including a summary of the periods during which they are payable, is shown in the following table.

Payments due by period

As at June 30, 2010 Less than Onetothree Threeto five  After five
(% in thousands) Total One year years years years
Bankers’ acceptances payable $30,000 $30,000 $ - $ - $ -
Operating lease obligations 3,673 1,127 1,790 756 -
Total contractual obligations $33,673 $31,127 $1,790 $ 756 $ --
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SUMMARY OF QUARTERLY RESULTS

The foll owing chart summari zes Guardian’s financi al resul ts f

Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar31, Dec3l, Sep 30,

Quarters ended 2010 2010 2009 2009 2009 2009 2008 2008
($ in thousands) (amended) (amended) (amended) (amended)
Revenues, net of commissions $ $

paid to advisors $ 15,698 $ 17,023 $ 18,207 $ 16,271 $ 14,501 13,385 $ 10,499 16,578
Net earnings 2,275 3,964 6,934 3,443 2,336 1,561 (1,006) 1,885
Shareholders’ equity 314,135 332,819 317,784 306,572 276,428 200,934 204,051 273,101
(in $)

Per average Class A and
Common Share

Net earnings

- Basic $ 007 $ 012 $ 020 $ 010 $ 007%$ 004 $ (0.03) $ 0.05

- Diluted 0.07 0.12 0.20 0.10 0.07 0.04 (0.03) 0.05
Shareholders’ equity

- Basic $ 973 $ 1014 $ 937 $ 887 $ 800% 58L $ 569 $ 7.36

- Diluted 9.53 9.94 9.19 8.72 7.88 5.73 5.65 7.28

Management fees earned in the investment management segment are generally not subject to seasonal fluctuations. There is a
degree of seasonality in the financial advisory segment, with some concentration of commission revenue in the first quarter of
eachye ar , relating to the traditional “ R S Pthisvaamotdhe tase in2608.we v e r d

The declines in markets and economic activity during the latter part of 2008 and the first part of 2009 had a significant
dampening effect on Guardi an’s revenues, earnings and s hahredghout 20@9r s’
and the first half of 2010, reflecting the recovery in the financial markets and the return of the historical seasonal strength in
financial advisory revenues. That recovery also accounted for the 2009 and 2010 quarterly increases inshar e hol der s’ (
shown above. Included in management fees for the fourth quarter of 2009 were performance fees of approximately $1.0 million

to which we became entitled at that time. No performance fees have been recorded subsequently.

Since gains and losses on disposal of securities are recorded when realized, and such realizations can vary from quarter to
quarter, the amounts included in net income from securities each quarter can fluctuate. This effect was exacerbated by the

mar ket declines in | ate 2008 and early 2009, which r es ufblibed i
and the writedown of certain investments. Losses on disposal of securities of $0.9 million were recorded in the second quarter

of 2010, compared to a gain of $0.1 million in the second quarter of 2009.

The net earnings for the fourth quarter of 2009 reflect the reduction in future taxes resulting from reduced Ontario income taxes
substantively enacted in December, 2009. This reduction amounted to $2.0 million ($0.06 per share, diluted).

CRITICAL ACCOUNTING ESTIMATES

Guardian periodically assesses its assets for any impairment in their value. If it is determined that there has been a material
impairment in the value of an asset which is other than temporary, the difference between current fair value and the original cost

|l ess any previous writedowns i s i ncl ud e dassessmeBiae intrigdl@mdssetsander at
securities. Under this policy, in 2009, intangible assets amounting to $0.9 million, consisting of a computer software license,

were written off, and are included in Amortization in the Statement of Operations. For securities, such amounts are included in

the category of “Writedowns of Securities”. Under this pol
Guardian reviewed its assets at June 30, 2010, and concluded that $31,000 of writedowns were necessary at this time.
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FUTURE CHANGES IN ACCOUNTING POLICIES

International Financial Reporting Standards (“IFRS”)

As described in the discussion and analysis contained in Guar
impact analysis, evaluation and design phase of its transition to IFRS by the end of 2009, and commenced its implementation
and review phase during the second quarter of 2010.

Guardian’s | FRS opening balance sheet as at January 1, 2010
reviewedby Guardian’s auditors. The | FRS St at e ateoonting btandardbie effact d r a
at this time, and assumes that there will be no further changes to IFRS accounting standards until January 1, 2011. On this

basis, the changeover from Canadian GAAP to IFRS results in adjustmentst o i ncr eas e Guodrddeirasn’ se qsuh ar
IFRS Statement by approximately $866,000, f r om t he bal ance in Guardian’'s December

sheet, as follows:

As at December 31, 2009 and January 1, 2010
($ in thousands)

Shar ehol der s 'Canadipn GAAR, Decentber 81, 2009 $317,784
Adjustments upon conversion to IFRS:
I ncrease in accumul ated other comprehensive inc

under IFRS, of available for sale securities without a quoted market value, net of taxes 1,026
Net transfer out of AOCI, including bringing the accumulated (debit) balance in foreign currency

translation adjustment to zero (13,481)
Transfer above net debit to retained earnings 13,481
Increase in contributed surplus, due to the IFRS requirement for accelerated recording of share-based

compensation 1,042
Reduction in retained earnings, due to the above share-based compensation cost, net of taxes (895)
Reduction in retained earnings, due to IFRS criteria for the recording of provisions, net of taxes (393)
Reclassificationofnon-c ont r ol l ing interests from a |liabilit 86
Net increase in shareholders’ equity 866
Shareholders’ equity under IFRS, January 1, 2010 $318,650

All of the above adjustments are consistent with differences between Canadian GAAP and IFRS which had been identified
previously, but without quantification, in the discussion and analysis containedinGuardi an’' s 2009 Annual Repo

During the remainder of the year, Guardian will continue its IFRS transition project by completing versions of the 2010 quarterly
results under IFRS separate from its regular GAAP Quarterly Reports, completing the changes to the necessary systems and
processes to transition to IFRS and completing the necessary training for its employees. Guardian will also continue to monitor
any changes occurring in |IFRS accounting standar ¢gating.t o assess

RISK FACTORS

The largest business segment at Guardian is investment management, in which clients look to Guardian to manage risks within
their portfolios. Guardian applies many of the same risk management principles to its business as a whole. One of these
principles is that risk can pose challenges as well as provide opportunities, depending upon the effectiveness of the way in
which it is managed. Readers are encouraged to refer to note 11 to the Consolidated Financial Statements, contained in
Gu ar d iseand quarter 2010 Interim Report, for additional information on risk management.

Market Risk

Mar ket fluctuations can have a significant effect on thtesvalu
are generally based on market values. Additionally, market fluctuations have a significant impact on the amounts being invested
by the clients of our financial advisory businesses, increasing or reducing our commission revenues. We manage the risk of
market fluctuations by having a diversified client base with different investment needs and by having a variety of products and
services, which may be attractive in different market environments and which have different correlations to equity and other
financi al mar kets and to each other. e@Guandepaensdehodol gi n§gscof e
those of our assets that are invested in Guardian’s pooled fu
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Portfolio Value and Concentration Risks

1

Guardi an
third-party portfolio managers or in-house expertise, each of which takes a disciplined approach to investment management. All
securities are held by well-known independent custodians chosen by Guardian. With the exception of the investment of $286.2

s corporate holdings of securities are subj ectiontlo

pr

million in the Bank of Montreal shar es, unthes lohllings, she koldirgs ger i f i

diversified, from both an asset class and a geographical perspective. Guardian has accepted the concentration risk associated
with its holding of Bank of Montreal shares, as the bank is a diversified company, with a history of steady dividend payments.

Credit Risk

Guardian’s credit risk is generally considered to be | oanly
from large institutions, which are considered to pose a relatively low credit risk, or from individuals, which are secured by
marketable securities. In light of the recent economic situation, the Company has reviewed the financial strength of all of its
counterparties, and has appropriately reduced its exposure to certain counterparties.

Interest Rate Risk

Guardian manages interest rate risk in its international banking operations, through matching the interest rates and maturity
dates of client deposit liabilities with the assets, interest-bearing deposits with banks.

Liquidity Risk

Guardian manages liquidity risk through the monitoring and managing of cash flows from various segments of the business, and
by establishing sufficient cash borrowing facilities with major Canadian banks, which currently total $66 million through three
credit facilities. The maturities of Guardian’
discussion and analysis. The combination of the cash flows from operations and the borrowing facilities provides sufficient cash
resources to manage its liquidity risk.

Regulatory Change Risk

Bec

s contractual

Changes to government regul ations, including those related

Examples are the changes in future income tax rates, which have had signifi cant effects on Guardi an

net earnings, in 2006, 2007 and 2009. Because there has been a downward trend in income tax rates, the effects on earnings
have been positive, but negative effects could result if tax rates increase in the future. Additionally, Guardian is currently
ensuring that all processes are in place to deal with the harmonization of sales taxes in the provinces of Ontario and British
Columbia.

Performance and Competition Risks

Product performance presents another risk. It is a relative, as well as an absolute measure, because the risk is that we will not
perform as well as the market, our peer s, or in |line wined
approach to investment managemen t , and by ensuring that our compliance
expectations, we also ensure that we are fully aware of all of those expectations, and that we properly communicate with our
clients to develop report on and comply with client mandates on a continuous basis.

Another risk is competition. Our ability to compete is enhanced by the high quality of our management team, the substantial
depth in personnel and resources and a strong balance sheet, which provides us with the flexibility to make the changes
necessary to be competitive. In addition, we manage competition risk by tailoring our product offerings to market conditions and
client needs.

OUTLOOK

Guardian's management continues to focus on strengthening the foundations of its investment management and financial
advisory businesses, through the recruitment of top-performing talent. Numerous headwinds face the global economic recovery
in the near term. However, we believe that, during this economic recovery, long-term investors such as Guardian and its clients
will benefit from our continued investment in our people and core infrastructure. With determined patience, we are confident that
our investment to retain and recruit top-performing talent, the financial strength of our balance sheet and diversification of the
segments in which we operate will set the table for future growth in Guardian, as the financial markets and global economy
recover.
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GUARDIAN CAPITAL GROUP LIMITED
OFFICERS’ CERTIFICATES

I, John Christodoul ou, Chairman and Chi ef Executive Officit
the following:
1. Review: | have reviewed the interim financi al statements

Company for the interim period ended June 30, 2010.

2. No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the interim filings do
not contain any untrue statement of a material fact or omit to state a material fact required to be stated or that is necessary
to make a statement not misleading in light of the circumstances under which it was made, with respect to the period
covered by the interim filings.

3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim financial
statements together with the other financial information included in the interim filings fairly present in all material respects
the financial condition, results of operations and cash flows of the Company, as of the date and for the periods presented
in the interim filings.

4, Responsibility: The Company’s other certifying ishind and maintainingd |
di sclosure controls and procedures (“DC&P”) and internal
defined in National Instrument52-1 09 Cer t i fi cation of Disclosure i nComgasyuer ' s
5. Design: Subject to the I imitations, if any, described i
officer and | have, as at the end of the period covered by the interim filings:
(a) designed DC&P, or caused it to be designed under our supervision, to provide reasonable assurance that
() material information relating to the Company is made known to us by others, particularly during the
period in which the interim filings are being prepared; and
(i) information required to be disclosed by the Company in its annual filings, interim filings or other reports
filed or submitted by it under securities legislation is recorded, processed, summarized and reported
within the time periods specified in securities legislation; and
(b) designed ICFR, or caused it to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with the Company’s GAAP.
51 Control framework: The contr ol framework the Company’s other c

Company’s I CFR is I nternal GCdnoidance for S@aller Publie Caomaamiesiisaued bR@QS0.r t i n

5.2 ICFR — material weakness relating to design: Not applicable.

5.3 Limitation on scope of design: Not applicable.

6. Reporting changes in ICFR: The Company has disclosed in its inter
ICFR that occurred during the period beginning on January 1, 2010 and ended on June 30, 2010 that has materially

af fected, or is reasonably Ilikely to materially affect, th

August 10, 2010

John Christodoulou,
Chairman and Chief Executive Officer
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GUARDIAN CAPITAL GROUP LIMITED
OFFICERS’ CERTIFICATES

I, C. Verner Christensen, Senior Vice-Pr esi dent , Finance of Guardian Capital
capacity of the “Chief Financi al of ficer”, certify the fol
1. Review: I have reviewed the interim financial statements

Company for the interim period ended June 30, 2010.

2. No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the interim filings do
not contain any untrue statement of a material fact or omit to state a material fact required to be stated or that is necessary
to make a statement not misleading in light of the circumstances under which it was made, with respect to the period
covered by the interim filings.

3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim financial
statements together with the other financial information included in the interim filings fairly present in all material respects
the financial condition, results of operations and cash flows of the Company, as of the date and for the periods presented
in the interim filings.

4, Responsibility: The Company’s other certifyi ng blishing and maintainilgd |
di sclosure controls and procedures (“DC&P") and internal
defined in National Instrument52-1 09 Cer t i fi cation of Disclosure i@Compgasyuer ' s
5. Desigh: Subj ect to the Il imitations, i f any, described in
officer and | have, as at the end of the period covered by the interim filings:
(a) designed DC&P, or caused it to be designed under our supervision, to provide reasonable assurance that
() material information relating to the Company is made known to us by others, particularly during the
period in which the interim filings are being prepared; and
(i) information required to be disclosed by the Company in its annual filings, interim filings or other reports
filed or submitted by it under securities legislation is recorded, processed, summarized and reported
within the time periods specified in securities legislation; and
(b) designed ICFR, or caused it to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with the Company’s GAAP.
51 Control framework: The contr ol framework the Company’s other c

Company’s I CFR is I nternal GCdnoidance for S@aller Publie Caomaamiesiisaued bR@QE0.r t i n

5.2 ICFR — material weakness relating to design: Not applicable.

5.3 Limitation on scope of design: Not applicable.

6. Reporting changes in ICFR: The Company has disclosed in its interim MD&A any change i n th
ICFR that occurred during the period beginning on January 1, 2010 and ended on June 30, 2010 that has materially

af fected, or is reasonably Ilikely to materially affect, th

August 10, 2010

S

C. Verner Christensen,
Senior Vice-President, Finance
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