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CEO’S LETTER TO SHAREHOLDERS

I am pleased to report record financial results for the second quarter of 2007, with revenue of over $106 million, 15% higher than
in the second quarter of 2006. Net income was $39.1 million, or 57 cents per share, up 37% from the second quarter of last year.
We continued to realize the benefits of strong Canadian capital markets and of implementing the strategy to diversify our revenue
streams. New equity financing on both of our equity exchanges grew by almost 30% in the second quarter of 2007 compared with
the same period last year. We set another record with almost 150,000 market data subscriptions. Finally, we announced the acquisi-
tion of The Equicom Group Inc., a leading provider of investor relations and related corporate communications services to public
companies in Canada.

We continue to make excellent progress with the alliances we announced in the first quarter of this year. On the derivatives front,
the arrangement with International Securities Exchange to form DEX is on track to be in operation in 2009. Our arrangement with
IntercontinentalExchange is moving forward, and we expect this initiative to launch in the fourth quarter of 2007. Customers will
enjoy multiple benefits from added liquidity as well as world-class energy trading and clearing technology.

We are also on track with our technology plans for 2007. Last month, we successfully deployed core trading engine hardware with
new HP Integrity NonStop servers that use the Intel Itanium 2 Processor. Looking ahead to the second half of 2007, we are now
preparing for the first phase of what we are calling the TSX Quantum Revolution. We will begin to roll-out the new T'SX Quantum
trading engine in the fourth quarter of this year and will continue the roll-out throughout 2008. Because of its speed, capacity, and
reliability, TSX Quantum truly represents a revolution in the way Canadian capital markets will operate in the future.

In preparation for the T'SX Quantum Revolution, we have also announced upcoming changes to the trading fee structures on both
Toronto Stock Exchange and T'SX Venture Exchange effective in the fourth quarter of this year. Details will be announced shortly.
The fee changes will be targeted at attracting more volume to the Toronto Stock Exchange central limit order book and incenting
liquidity from global participants and active traders. The pricing model for TSX Venture Exchange will also be aligned more
closely with that of Toronto Stock Exchange. These changes are the next phase in the program we launched last year in moving to a
volume-based trading fee model and are consistent with our commitment to reduce the overall cost of trading of Canadian equities.

In summary, we had another great quarter and have had a very successful and productive first half of 2007. We have once again
delivered strong results and are positioned exceptionally well for future success. I look forward to updating you in October.

ot

Chief Executive Officer
TSX Group Inc.
July 25, 2007



Q2-2007 MANAGEMENT’S DISCUSSION AND ANALYSIS

This Management’s Discussion and Analysis (“MD&A”) of TSX Group Inc.’s (“I'SX Group”) financial condition and results of
operations is provided to enable a reader to assess our financial condition, material changes in our financial condition and our results
of operations, including our liquidity and capital resources, for the quarter and six months ended June 30, 2007, compared with the
quarter and six months ended June 30, 2006 or the year ended December 31, 2006, as applicable. This MD&A is dated July 25, 2007
and should be read carefully together with our Q2/07 unaudited consolidated financial statements and related notes for the corre-
sponding period and our 2006 audited annual financial statements, including notes and related MD&A. Each of these documents is
filed with Canadian securities regulators and can be accessed through www.sedar.com, or our website at www.tsx.com. All amounts
are in Canadian dollars and are based on financial statements prepared in accordance with Canadian generally accepted accounting
principles (“GAAP?”), unless otherwise specified.

Additional information about TSX Group, including our most recent Annual Information Form is available through www.sedar.com
and on our website www.tsx.com. We are not incorporating information contained on the website in this MD&A.

Non-GAAP Financial Measures

In April 2007, TSX Group began to bill Toronto Stock Exchange customers for initial and additional listing fees. Prior to this date,
these fees were paid upon the listing or reserving of securities which is still the practice on TSX Venture Exchange. Because of this
transition to a new system, there is now a lag between when securities are issued or reserved and when these listing fees are paid for
Toronto Stock Exchange listed issuers. In order to reflect this change, we have adopted the terms issuer services fees billed, initial
listing fees billed and additional listing fees billed. These terms replace /listing fees received, initial listing fees received and additional
listing fees received, which have been used in previous financial reporting. The composition of these measures, however, is unchanged.

Certain measures used in this MD&A, specifically issuer services fees billed, initial listing fees billed and additional listing fees billed
do not have standardized meanings prescribed by Canadian GAAP and therefore are unlikely to be comparable to similar measures
presented by other issuers. We present these measures as an indication of how initial and additional listing activity and the fees billed
for listing or reserving securities, impact the financial performance and cash flows of our business. Management uses these measures
to assess the effectiveness of our strategy to serve our listed issuers and grow the listings portion of our business.

Quarter Ended June 30, 2007 Compared with Quarter Ended June 30, 2006

Net income was $39.1 million, or 57 cents per common share on a basic and diluted basis for Q2/07, compared with net income
of $28.5 million, or 42 cents per common share (41 cents on a diluted basis) for the same period in 2006, representing an increase
of 37%, largely due to higher revenue and lower income taxes, partially offset by higher overall expenses. Net income for Q2/06
was reduced as a result of an increase of $9.6 million in income taxes, largely due to a reduction in the value of the future tax asset.
Whereas in Q2/07, income taxes were increased by $1.8 million due to a reduction in the value of the future tax asset.

REVENUE

Revenue was $106.2 million for Q2/07, up $13.6 million, or 15% as compared with $92.6 million for Q2/06 primarily reflecting
increased market data and issuer services revenue.



Issuer Services Revenue (previously Listing Revenue)
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The following is a summary of issuer services fees reported and issuer services fees billed* (reconciled below in this section)

in Q2/07 and Q2/06.

(in millions of dollars)

Reported Billed*
$ % $increase % increase
Q2/07 Q2/06 increase  increase  Q2/o7 Q2/06 (decrease) (decrease)
Initial listing fees $ 34 $ 28 $ 06 21% $ 85 $ 88 $ (03) (%)
Additional listing fees $ 108 $ 87 $ 21 24% $ 34.1 $ 266 $ 75 28%
Sustaining listing fees** $ 169 § 152 $ 17 11% $ 169 § 152 § 17 11%
Other issuer services $ 1.1 - $ 1.1 - $ 1.1 - $ 1.1 -
Total issuer services fees $ 322 $ 26.7 $§ 55 21% $ 60.6 $ 50.6 $ 10.0 20%

Initial and additional listing fees are non-refundable fees billed to listed issuers following the listing or reserving of securities. In the
case of Toronto Stock Exchange, effective April 2007, customers are now billed for initial and additional listing fees. Prior to this
date, these fees were paid upon the listing or reserving of securities which is still the practice on TSX Venture Exchange. Because of

this transition to a new system, there is now a lag between when securities are issued or reserved and when these listing fees are paid
for Toronto Stock Exchange listed issuers. These fees are recorded as “deferred revenue — initial and additional listing fees”, and
recognized on a straight line basis over an estimated service period of ten years. The following is a reconciliation of initial and
additional listing fees billed* to initial and additional listing fees reported:

Initial Listing Fees

(in millions of dollars)

Q2/07 Q2/06
Initial listing fees billed* $ 8.5 $ 8.8
Initial listing fees billed* and deferred to future periods $ 8.4 $ (8.7)
Recognition of initial listing fees billed* and previously included in deferred revenue $ 3.3 $ 2.7
Initial listing fee revenue reported $ 3.4 $ 2.8
Additional Listing Fees
(in millions of dollars)

Q2/07 Q2/06
Additional listing fees billed* $ 34.1 $ 26.6
Additional listing fees billed* and deferred to future periods $ (33.6) $ (26.2)
Recognition of additional listing fees billed* and previously included in deferred revenue ~ $ 10.3 $ 8.3
Additional listing fee revenue reported $ 10.8 $ 8.7

* See discussion under the heading Non-GAAP Financial Measures.

** Sustaining listing fees billed, as shown in this table, represents the amount recognized for accounting purposes during the quarter. Sustaining listing fees are billed

during the first quarter of the year, recorded as deferred revenue and amortized over the year on a straight line basis.



* Initial and additional listing fees reported increased due to capital market activity and listing fee increases during the period
from July 1, 1997 to June 30, 2007 compared with the period from July 1, 1996 to June 30, 2006. Initial and additional listing
fees billed* in Q2/07, as compared with Q2/06, reflect changes in the number and value of securities listed and reserved in the
respective quarters, as well as changes to the pricing model for each equity exchange that were effective January 1, 2007.

¢ The increase in Sustaining listing fees reflected the overall higher market capitalization of listed issuers at the end of 2006
compared with the end of 2005. Issuers listed on Toronto Stock Exchange and TSX Venture Exchange pay annual fees primarily
based on their market capitalization at the end of the prior calendar year, subject to minimum and maximum fees. In addition,
revenue from sustaining listing fees increased due to fee increases on each equity exchange that were effective January 1, 2007.

® Other issuer services include revenue from the acquisition of The Equicom Group Inc. (“Equicom”), effective June 1, 2007.
Equicom provides investor relations and related corporate communications services to public companies in Canada.

Trading and Related Revenue

(in millions of dollars)

$ %
Q2/07 Q2/06 increase increase
Capital Markets $ 38.0 $ 36.8 $ 1.2 3%
Energy Markets $ 4.9 $ 4.8 $ 0.1 2%
Total trading and related fees $ 42.9 $ 41.6 $ 1.3 3%

Capital Markets

¢ The increase in Trading and related revenue was attributable to the inclusion of revenue from Shorcan Brokers Limited
(“Shorcan”), acquired in December 2006.

* The total volume of securities traded in Q2/07 on Toronto Stock Exchange and T'SX Venture Exchange increased by 23% over
Q2/06 (38.2 billion securities in Q2/07 versus 31.0 billion securities in Q2/06). The impact from the growth in the volume of
securities traded was more than offset by the impact from converting to a volume-based fee structure from a value-based fee
model effective July 1, 2006.

Energy Markets

e The increase was attributable to the inclusion of revenue from Oxen Inc. (“Oxen”).

® The volumes traded or cleared in natural gas and electricity contracts on Natural Gas Exchange (“NGX?”), excluding Oxen in
Q2/07 increased by 16% over Q2/06 (2.9 million terajoules in Q2/07 versus 2.5 million terajoules in Q2/06). However, NGX
deferred more revenue in Q2/07 than in Q2/06.

Trading Fee Revisions - Toronto Stock Exchange and TSX Venture Exchange*

In preparation for the TSX Quantum Revolution, scheduled for initial launch in the fourth quarter of 2007 and continuing
throughout 2008, TSX Group intends to announce changes in August 2007, to the trading fee structures on both Toronto Stock
Exchange and TSX Venture Exchange, taking effect in the fourth quarter of 2007.

Based on lab testing, TSX Quantum will have capacity of 2 billion messages per day, throughput of 100,000 messages per second
and response times in the single digit millisecond range. The fee changes will be targeted at taking advantage of this new technology
by attracting more volume to the Toronto Stock Exchange central limit order book and incenting liquidity from global participants
and active traders. In addition, the pricing model for T'SX Venture Exchange will be aligned more closely with that of Toronto Stock
Exchange. These changes are the next phase in the program we launched last year in moving to a volume-based trading fee model
and are consistent with our commitment to reduce the overall cost of trading of Canadian equities. Our equity trading fee per share
has dropped by over 60% since 2000.

* See discussion under the heading Non-GAAP Financial Measures.
*The “Trading Fee Revisions — Toronto Stock Exchange and TSX Venture Exchange” section above contains certain forward-looking statements.

Please refer to “Forward-Looking Statements, Risks and Uncertainties” for a discussion of risks and uncertainties related to such statements.

4



TS)

TSX group

Given that many of the changes will be structured to improve liquidity, it is expected that the impact of the proposed changes will
be to improve TSX Group’s competitive position in North America. Based on historical trading activity, patterns, and product mix,
changes to the trading fee structure could reduce trading and related revenue by approximately $7 to $10 million on an annual basis
if offsetting benefits, including increased volumes, are not realized. However, actual trading revenue will depend on future trading
activity, patterns and product mix. Since moving to a volume-based trading fee model on July 1, 2006, volumes traded on TSX and
T'SX Venture have increased by almost 20% over the one year period prior to the change.

Market Data Revenue

(in millions of dollars)

S %
Q2/07 Q2/06 increase increase
$ 27.8 $ 21.5 $ 6.3 29%

® Market data revenue increased due to a 14% increase in the number of professional and equivalent real-time data subscrip-
tions (over 149,000 at the end of Q2/07 versus over 131,000 at the end of Q2/06). This increase reflects higher sales to U.S.
customers, additional subscriptions for TSX Venture Exchange data and increased sales of premium products.

*hk (“

® The increase was also due to revenue from recent initiatives including Scotia Capital Inc.’s Scotia Capital”) Fixed Income

Indices, PC-Bond analytics applications and related data assets acquired in October 2006 and revenue from on-line delivery of
data to retail investors and direct to client low latency data feeds.

¢ The increase was also attributable to fee changes that were effective January 1, 2007.
Business Services Revenue

(in millions of dollars)

S %
Q2/07 Q2/06 increase increase
$ 2.8 $ 2.3 $ 0.5 22%

® Business services revenue increased due to providing additional services to existing and new customers.

® Market Regulation Services Inc. paid us $1.9 million in Q2/07 for technology related services, an increase of $0.2 million from
$1.7 million in Q2/06.

EXPENSES

Expenses were $43.1 million in Q2/07, an increase of $8.1 million, or 23%, as compared with $35.0 million in Q2/06, due primarily
to $6.4 million in costs relating to the Q4/06 acquisitions of Shorcan, Oxen and Scotia Capital’s*** Fixed Income Indices, PC-Bond
analytics applications and related data assets, as well as the Q2/07 acquisition of Equicom.

Compensation and Benefits

(in millions of dollars)

S %
Q2/07 Q2/06 increase increase
$ 22.6 $ 18.4 $ 4.2 23%

*** Registered trade-mark of The Bank of Nova Scotia. Used under license.



o Compensation and benefits costs increased by $3.3 million due to the previously mentioned acquisitions made in Q4/06,
and the acquisition of Equicom in Q2/07. These acquisitions resulted in an increase of 110 employees. In addition, in Q2/07,
13 employees that perform investigative research, previously employed by Market Regulation Services Inc., were transferred to
TSX Group. The insourcing of the investigative research function should result in a reduction of General and administration
costs and a net savings going forward. These increases were partially offset by a net reduction of 20 employees in our core
businesses. In summary, there were 606 employees at June 30, 2007 versus 503 at June 30, 2006.

® There were higher expenses associated with annual salary increases and pension costs. In addition, there was an increase
of $1.0 million in organizational transition costs compared with the same period last year.

® The increase in Q2/07 compared with Q2/06 was partially offset by the impact of capitalizing $1.8 million of internal
development costs related to the TSX Quantum™ trading engine.

Information and Trading Systems

(in millions of dollars)

S %
Q2/07 Q2/06 increase increase
$ 6.5 $ 4.9 $ 1.6 33%

* Information and trading systems costs increased by $0.7 million due to the previously mentioned acquisitions made in Q4/06,
and the acquisition of Equicom in Q2/07.

¢ The increase was also due to higher hardware leasing costs related to the next generation of servers that were installed in Q2/07.

* The increase was also attributable to costs associated with providing TSXconnect®, an investor relations product that delivers
market data, analytic and competitive information, to our listed issuers.

General and Administration

(in millions of dollars)

S %
Q2/07 Q2/06 increase increase
$ 10.2 $ 8.6 $ 1.6 19%

* General and administration costs increased by $1.3 million due to the operating costs relating to the previously mentioned
acquisitions made in Q4/06, and the acquisition of Equicom in Q2/07.

e The increase was also due to expenses related to the creation of DEX™, a new derivatives exchange we plan to launch with the
International Securities Exchange (“ISE”) in March 2009 and costs associated with a marketing campaign to attract U.S listings.

* We paid Market Regulation Services Inc. $1.1 for regulation services in Q2/07, an increase of $0.2 million from $0.9 million in Q2/06.
Amortization

(in millions of dollars)

S %
Q2/07 Q2/06 increase increase
$ 3.8 $ 3.1 $ 0.7 23%

® Amortization costs increased reflecting higher amortization of $1.1 million associated with the acquisitions made in Q4/06 and
Q2/07, partially offset by reduced depreciation of tangible assets.
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Income (Loss) from Investment in Affiliate

(in millions of dollars)

$
Q2/07 Q2/06 increase

$ 0.0 $ (0.1) $ 0.1
o Income (loss) from investment in affiliate represents our share of CanDeal.ca Inc.’s (“CanDeal”) income for Q2/07 based on our
47% interest in CanDeal. The improvement is due to CanDeal’s continued progress in adding buy-side institutional investors,
the introduction of transaction fees, and cost containment measures.

Investment Income

(in millions of dollars)

$ %
Q2/07 Q2/06 (decrease)  (decrease)
$ 1.3 $ 22§ (09 (41%)

o Investment income decreased due to a reduction in the value of short-term bond and mortgage fund investments, somewhat offset
by higher returns on money market investments and an increase in cash and marketable securities during Q2/07 versus Q2/06.

Income Taxes

(in millions of dollars)

Effective tax rate (%)
Q2/07 Q2/06 Q2/07 Q2/06

$ 253 $ 31.3 39% 52%

® The effective tax rate decreased from approximately 52% for Q2/06 to approximately 39% for Q2/07 primarily due to lower
adjustments in the value of the future tax asset.

* The higher tax rate in Q2/06 related primarily to an increase of $9.6 million in income taxes, largely due to a reduction
in the value of the future tax asset. In June 2006, the federal government enacted legislation to reduce corporate tax rates

for 2008-2010 and beyond.

® The tax rate for Q2/07 was lower than the rate in Q2/06, but higher than our effective statutory rate of approximately 36%,
primarily due to an adjustment of $1.8 million in the value of the future tax asset. The future tax asset was reduced, and income
taxes increased as a result of additional changes in federal corporate tax rates, enacted in June 2007, for 2011 and beyond.

Six Months Ended June 30, 2007 Compared with Six Months Ended June 30, 2006

Net income was $75.6 million, or $1.10 per common share on a basic and diluted basis for 1H/07, compared with net income of
$63.2 million, or 93 cents per common share (92 cents on a diluted basis) for the same period in 2006, representing an increase

of 20%, largely due to higher revenue and lower income taxes, partially offset by higher overall expenses. Net income for 1H/06
was reduced as a result of an increase of $9.6 million in income taxes, largely due to a reduction in the value of the future tax asset.
Whereas in 1H/07, income taxes were increased by $1.8 million due to a reduction in the value of the future tax asset.



REVENUE

Revenue was $207.4 million for 1H/07, up $26.8 million, or 15% compared with $180.6 million for 1H/06 primarily reflecting
increased market data and issuer services revenue.

Issuer Services Revenue (previously Listing Revenue)

The following is a summary of issuer services fees reported and issuer services fees billed* (reconciled below in this section) in
1H/07 and 1H/06.

(in millions of dollars)

Reported Billed*
$ % $ %
1H/07 1H/06 increase  increase  1H/07 1H/06 increase increase

Initial listing fees $ 6.6 § 54 § 12 2% $ 151 $§ 149 $ 02 1%
Additional listing fees $ 208 $§ 170 § 38 2% $ 585 $ 454 $ 13.1 29%
Sustaining listing fees** $ 339 $ 30.2 $ 37 12% $ 339 $ 30.2 $ 3.7 12%
Otbher issuer services $ 1.1 - $ 11 - $ 1.1 - $ 11 -
Total issuer services fees $ 624 $§ 526 $§ 9.8 19% $108.6 § 90.5 $ 18.1 20%

® Initial and additional listing fees are non-refundable fees billed to listed issuers following the listing or reserving of securities.
In the case of Toronto Stock Exchange, effective April 2007, customers are now billed for initial and additional listing fees.
Prior to this date, these fees were paid upon the listing or reserving of securities which is still the practice on TSX Venture
Exchange. Because of this transition to a new system, there is now a lag between when securities are issued or reserved and
when these listing fees are paid for Toronto Stock Exchange listed issuers. These fees are recorded as “deferred revenue — initial
and additional listing fees”, and recognized on a straight line basis over an estimated service period of ten years. The following
is a reconciliation of initial and additional listing fees billed* to initial and additional listing fees reported:

Initial Listing Fees

(in millions of dollars)

1H/07 1H/06
Initial listing fees billed* $ 15.1 $ 14.9
Initial listing fees billed* and deferred to future periods $ (14.9) $ (14.7)
Recognition of initial listing fees billed* and previously included in deferred revenue $ 6.4 $ 5.2
Initial listing fee revenue reported $ 6.6 $ 5.4
Additional Listing Fees
(in millions of dollars)

1H/o7 1H/06
Additional listing fees billed* $ 58.5 $ 45.4
Additional listing fees billed* and deferred to future periods $ (57.6) $ (44.7)
Recognition of additional listing fees billed* and previously included in deferred revenue $ 19.9 $ 16.3
Additional listing fee revenue reported $ 20.8 $ 17.0

* See discussion under the heading Non-GAAP Financial Measures.
** Sustaining listing fees billed, as shown in this table, represents the amount recognized for accounting purposes during the period. Sustaining listing fees are billed

during the first quarter of the year, recorded as deferred revenue and amortized over the year on a straight line basis.
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* Initial and additional listing fees reported increased due to capital market activity and listing fee increases during the period
from April 1, 1997 to June 30, 2007 compared with the period from April 1, 1996 to June 30, 2006. Initial and additional listing
fees billed* in 1H/07, as compared with 1H/06, reflect changes in the number and value of securities listed and reserved in the
respective periods, as well as changes to the pricing model for each equity exchange that were effective January 1, 2007.

 Sustaining listing fees increased due to the overall higher market capitalization of listed issuers at the end of 2006 compared with
the end of 2005. Issuers listed on Toronto Stock Exchange and TSX Venture Exchange pay annual fees primarily based on the
market capitalization at the end of the prior calendar year, subject to minimum and maximum fees. In addition, revenue from
sustaining listing fees increased due to fee increases on each equity exchange that were effective January 1, 2007.

® Other issuer services include revenue from the acquisition of Equicom, effective June 1, 2007.
Trading and Related Revenue

(in millions of dollars)

$ %
1H/o07 1H/06 increase increase
Capital Markets $ 75.3 $ 73.4 $ 1.9 3%
Energy Markets $ 9.7 $ 9.2 $ 0.5 5%
Total trading and related fees $ 85.0 $ 82.6 $ 2.4 3%

Capital Markets

® The increase in Trading and related revenue was attributable to the inclusion of revenue from Shorcan.

® The total volume of securities traded in 1H/07 on Toronto Stock Exchange and T'SX Venture Exchange increased by 17% over
1H/06 (75.5 billion securities in 1H/07 versus 64.7 billion securities in 1H/06). The impact from the growth in the volume of
securities traded was more than offset by the impact from converting to a volume-based fee structure from a value-based fee
model effective July 1, 2006.

Energy Markets

e The increase was due to the inclusion of revenue from Oxen.

® The volumes traded or cleared in natural gas and electricity contracts on NGX, excluding Oxen, in 1H/07 increased by 4%
over 1H/06 (5.3 million terajoules in 1H/07 versus 5.1 million terajoules in 1H/06). However, NGX deferred more revenue in
1H/07 than in 1H/06, which resulted in a decrease in revenue.

Market Data Revenue

(in millions of dollars)

$ %
1H/o07 1H/06 increase increase
$ 54.4 $ 40.0 $ 14.4 36%

® Market data revenue increased due to a 14% increase in the number of professional and equivalent real-time data subscriptions
(over 149,000 at June 30, 2007 versus over 131,000 at June 30, 2006). This increase reflects higher sales to U.S. customers,
additional subscriptions for T'SX Venture Exchange data and increased sales of premium products.

® The increase was also due to the inclusion of revenue from Scotia Capital’s*** Fixed Income Indices, PC-Bond analytics applica-
tions and related data assets acquired in October 2006 and revenue from on-line delivery of data to retail investors and direct to
client low latency data feeds.

® The increase was also attributable to fee changes that were effective January 1, 2007.

* See discussion under the heading Non-GAAP Financial Measures.

*** Registered trade-mark of The Bank of Nova Scotia. Used under license.



Business Services Revenue

(in millions of dollars)

$ %
1H/07 1H/06 increase increase
$ 5.0 $ 4.4 $ 0.6 14%

® Business services revenue increased due to providing additional services to existing and new customers.

® Market Regulation Services Inc. paid us $3.6 million in 1H/07 for technology related services, an increase of $0.2 million
from $3.4 million in 1H/06.

EXPENSES

Expenses were $90.1 million in 1H/07, an increase of $18.7 million, or 26%, compared with $71.4 million in 1H/06, due to
$11.0 million in costs relating to the Q4/06 acquisitions of Shorcan, Oxen and Scotia Capital’s*** Fixed Income Indices,
PC-Bond analytics applications and related data assets, as well as the Q2/07 acquisition of Equicom.

Compensation and Benefits

(in millions of dollars)

$ %
1H/07 1H/06 increase increase
$ 48.1 $ 38.7 $ 9.4 24%

o Compensation and benefits costs increased by $5.5 million due to the previously mentioned acquisitions made in Q4/06, and
the acquisition of Equicom in Q2/07. These acquisitions resulted in an increase of 110 employees. In addition, in Q2/07,
13 employees that perform investigative research, previously employed by Market Regulation Services Inc., were transferred to
TSX Group. The insourcing of the investigative research function should result in a reduction of General and administration
costs and a net savings going forward. These increases were partially offset by a net reduction of 20 employees in our core
businesses. In summary, there were 606 employees at June 30, 2007 versus 503 at June 30, 2006.

® There were higher expenses associated with annual salary increases, long term performance incentive accruals and pension
costs. In addition, there was also an increase of $2.3 million in organizational transition costs compared with the same period
last year.

® The increase in 1H/07 compared with 1H/06 was partially offset by the impact of capitalizing $1.8 million of internal
development costs related to the TSX Quantum trading engine.

Information and Trading Systems

(in millions of dollars)

$ %
1H/07 1H/06 increase increase
$ 13.1 $ 10.0 $ 3.1 31%

*** Registered trade-mark of The Bank of Nova Scotia. Used under license.
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* Information and trading systems costs increased by $1.2 million due to the previously mentioned acquisitions made in Q4/06

and the acquisition of Equicom in Q2/07.

® The increase was also due to higher expenses associated with providing TSXconnect, an investor relations product that delivers
market data, analytic and competitive information, to our listed issuers.

General and Administration

(in millions of dollars)

$ %
1H/07 1H/06 increase increase
$ 21.3 $ 16.5 $ 4.8 29%

* General and administration costs increased by $2.5 million due to the operating costs relating to the previously mentioned
acquisitions made in Q4/06, and the acquisition of Equicom in Q2/07.

® The increase was also attributable to higher fees paid to external advisors primarily relating to the initiatives that were
announced in Q1/07, as outlined below in the Strategy section.

® The increase was also due to higher charitable donations and directors’ compensation, increased capital tax expense, expenses
related to the creation of DEX and costs associated with a marketing campaign to attract U.S. listings.

* We paid Market Regulation Services Inc. $2.2 million for regulation services in 1H/07, an increase of $0.3 million from
$1.9 million in 1H/06.

Amortization

(in millions of dollars)

$ %
1H/o07 1H/06 increase increase
$ 7.5 $ 6.1 $ 1.4 23%

® Amortization costs increased reflecting higher amortization of $1.8 million associated with the acquisitions made in Q4/06
and Q2/07, partially offset by reduced depreciation of tangible assets.

Income (Loss) from Investment in Affiliate

(in millions of dollars)

S
1H/07 1H/06 increase

$ 0.1 $ 0.2) $ 0.3

® Income (loss) from investment in affiliate represents our share of CanDeal’s income for 1H/07 based on our 47% interest in
CanDeal. The improvement is due to CanDeal’s continued progress in adding buy-side institutional investors, the introduction

of transaction fees, and cost containment measures.

mn



Investment Income

(in millions of dollars)

$ %
1H/07 1H/06 increase increase
$ 5.2 $ 4.4 $ 0.8 18%

® Investment income increased due to an increase in cash and marketable securities during 1H/07 versus 1H/06 and improved returns
from money market investments, partially offset by a reduction in the value of short term bond and mortgage fund investments.

Income Taxes

(in millions of dollars)

Effective tax rate (%)
1H/o07 1H/06 1H/o7 1H/06

$ 47.0 $ 50.3 38% 44%

® The effective tax rate decreased from approximately 44% for 1H/06 to approximately 38% for 1H/07 primarily due to lower
adjustments in the value of the future tax asset.

® The higher tax rate in 1H/06 related primarily to an increase of $9.6 million in income taxes, largely due to a reduction
in the value of the future tax asset. In June 2006, the federal government enacted legislation to reduce corporate tax rates
for 2008-2010 and beyond.

® The tax rate for IH/07 was lower than the rate in Q2/06, but higher than our effective statutory rate of approximately 36%
primarily due to an adjustment of $1.8 million in the value of the future tax asset. The future tax asset was reduced, and income
taxes increased as a result of additional changes in federal corporate tax rates, enacted in June 2007, for 2011 and beyond.

LIQUIDITY AND CAPITAL RESOURCES
Cash and Marketable Securities

(in millions of dollars)

$
June 30,2007 December 31,2006 increase
$ 370.9 $ 322.1 $ 48.8

* The increase was primarily due to $113.4 million in cash from operations in 1H/07 offset by the payment of two dividends
of $0.38 per common share, or $52.1 million in aggregate.

Total Assets

(in millions of dollars)

$

June 30,2007 December 31,2006 increase

$ 1,5884 § 1,572.8 $ 15.6
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e Total assets included an increase in cash and marketable securities of $48.8 million as well as an increase in accounts receivable
of $19.5 million. This increase was partially due to the transition to a new system which resulted in a lag between when
securities are listed or reserved and when initial and additional listing fees are paid for Toronto Stock Exchange listed issuers.
Prior to April 2007, these fees were paid when securities were listed or reserved.

¢ Following a change in accounting policy adopted effective January 1, 2007, we recorded $127.3 million related to the fair value
of energy contracts undelivered as at June 30, 2007. This increase was more than offset by lower energy contracts receivable of
$691.6 million at June 30, 2007 related to the clearing operations of NGX, compared with $889.4 million at the end of 2006.
The reduced level of receivables reflected lower natural gas prices at the end of June 2007 compared with the end of December
2006. As the clearing counterparty to every trade, NGX also carries offsetting liabilities in the form of energy contracts payable,
which were $691.6 million at June 30, 2007 compared with $889.4 million at the end of 2006. NGX also carried offsetting
liabilities related to the fair value of energy contracts undelivered which were $127.3 million at June 30, 2007.

Shareholders’ Equity

(in millions of dollars)

S
June 30,2007 December 31,2006 increase
$ 255.5 $ 227.0 $ 285

® Sharebolders’ equity increased primarily due to net income of $75.6 million in 1H/07, offset by dividend payments
of $52.1 million. Net income from NGX was $0.9 million in 1H/07, as compared with $1.5 million in 1H/06.

® At June 30, 2007 there were 68,624,424 common shares issued and outstanding. In 1H/07, 203,160 common shares were issued
on the exercise of share options. At June 30, 2007, 4,475,758 common shares were reserved for issuance upon the exercise of
options granted under the share option plan. At June 30, 2007, there were 1,039,441 options outstanding.

® At July 24, 2007, there were 68,626,154 common shares issued and outstanding and 1,037,711 options outstanding under
the share option plan.

® On July 25, 2007, our Board of Directors announced that TSX Group intends to file a Notice of Intention with Toronto Stock
Exchange to purchase up to 6,841,051 of our common shares by way of a Normal Course Issuer Bid (“NCIB”).

® TSX Group’s NCIB is subject to regulatory approval. Purchases of the shares must be carried out through the facilities of
Toronto Stock Exchange and will be made in accordance with its requirements.

Cash Flows from Operating Activities

(in millions of dollars)

$ increase /

(decrease)
Q2/07 Q2/06 in cash
Cash Flows from Operating Activities $ 44.1 $ 56.1 $ (12.0
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Cash Flows from Operating Activities were $12.0 million lower in Q2/07 compared with Q2/06 largely due to the increase in accounts
receivable. This increase related primarily to the transition to a new system which resulted in a lag between when securities are

issued or reserved and when initial and additional listing fees are paid for Toronto Stock Exchange listed issuers. Prior to April 2007,

these fees were paid when securities were listed or reserved. Other details include the following:

(in millions of dollars)

$ increase /

(decrease)
Q2/07 Q2/06 in cash
Net income $ 39.1 $ 28.5 $§ 106
Amortization $ 3.8 $ 3.1 $ 0.7
Unrealized loss on marketable securities $ 3.3 - $ 3.3
(Increase) in future tax asset, primarily related to deferring a portion
of initial and additional listing fees $ (6.0) $ (1.0) $ (5.0)
(Increase) / decrease in accounts receivable and prepaid expenses $ (10.4) $ 6.2 $  (16.6)
Net increase (decrease) in accounts payable and accrued liabilities $ (1.5) $ 0.3 $ (1.8)
Increase in deferred revenue primarily related to deferring initial
and additional listing fees $ 9.7 $ 8.1 $ 1.6
Increase in income taxes payable $ 5.2 $ 10.5 $ (53
Net increase in other items $ 0.9 $ 0.4 $ 0.5
Cash Flows from Operating Activities $ 44.1 $ 56.1 $ (120
(in millions of dollars)
$ increase /
(decrease)
1H/07 1H/06 in cash
Cash Flows from Operating Activities $ 113.4 $ 113.4 -
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Cash Flows from Operating Activities in 1H/07 were unchanged from 1H/06 largely due to the increase in accounts receivable,
which more than offset the increase in operating cash flow from net income. This increase related primarily to the transition to a
new system which resulted in a lag between when securities are issued or reserved and when initial and additional listing fees are
paid for Toronto Stock Exchange listed issuers. Prior to April 2007, these fees were paid when securities were listed or reserved.
Other details include the following:

(in millions of dollars)

$ increase /

(decrease)
1H/07 1H/06 in cash
Net income $ 75.6 $ 63.2 $§ 124
Amortization $ 7.5 $ 6.1 $ 1.4
Unrealized loss on marketable securities $ 3.8 - $ 3.8
(Increase) in future tax asset primarily related to deferring a portion
of initial and additional listing fees $ (10.1) $ (6.3) $ (3.8)
(Increase) in accounts receivable and prepaid expenses $ (20.7) $ 4.0 $  16.7)
Net increase (decrease) in accounts payable and accrued liabilities $ (11.9) $ (7.4) $ 4.5)
Increase in deferred revenue primarily related to listing fees $ 82.1 $ 70.8 § 113
(Decrease) in income taxes payable $ (14.9) $ (10.6) $ 4.3)
Net increase in other items $ 2.0 $ 1.6 $ 0.4
Cash Flows from Operating Activities $ 113.4 $ 113.4 -
Cash Flows Used in Investing Activities
(in millions of dollars)
$ increase /
(decrease)
Q2/07 Q2/06 in cash
Cash Flows (Used in) Investing Activities $ (30.2) $ (38.1) $ 7.9

Cash Flows (Used in) Investing Activities were $7.9 million lower in Q2/07 compared with Q2/06 due to:

(in millions of dollars)

$increase /

(decrease)
Q2/07 Q2/06 in cash
Capital expenditures primarily related to technology investments
and leasehold improvements $ (1.2) $ 0.6) $ 0.6)
Acquisition, net of cash acquired $ (8.2) - $  ®82
Additions to intangible assets related to
TSX Quantum internal development costs $ (1.9) - $ (1.9)
Net (purchase of) marketable securities $ (18.9) $ (37.5) $ 186
Cash Flows (Used in) Investing Activities $ (30.2) $ (38.1) $ 7.9



(in millions of dollars)

$ increase /

(decrease)
1H/07 1H/06 in cash
Cash Flows (Used in) Investing Activities $ (64.5) $ (74.5) $ 10.0

Cash Flows (Used in) Investing Activities were $10.0 million lower in 1H/07 compared with 1H/06 due to:

(in millions of dollars)

$ increase /

(decrease)
1H/o7 1H/06 in cash
Capital expenditures primarily related to technology investments
and leasehold improvements $ 2.2) $ (1.1) $ (1.1)
Acquisition, net of cash acquired $ (8.2) - $  ®82
Additions to intangible assets related to
T'SX Quantum internal development costs $ (1.9) - $ (1.9
Net (purchase of) marketable securities $ (52.2) $ (73.4) $ 212
Cash Flows (Used in) Investing Activities $ (64.5) $ (74.5) $ 10.0

CONTRACTUAL OBLIGATIONS!

In June 2007, we upgraded our trading system with the next generation of servers. We estimate the new trading technology hard-
ware and software licenses will have a cost in excess of $20.0 million. The expenditures will occur over three years, replace existing
operating leases and will be in line with current trading engine spending.

NGX COLLATERAL ARRANGEMENTS AND CLEARING BACKSTOP FUND

As part of its clearing operations, NGX becomes the counterparty to each transaction, thereby guaranteeing the performance of
every contract that is executed on its electronic trading platform. To backstop its clearing operations, NGX has a credit agreement in
place with a Canadian chartered bank. We are NGX’s guarantor for this credit agreement up to a maximum of $30 million. We have
pledged $30 million of marketable securities related to our obligations as guarantor. In addition, NGX has covenanted under the
agreement to maintain a minimum of $9 million of tangible net worth. If NGX suffers a loss on its clearing operations, it could lose
its entire tangible net worth. The bank could also realize up to a maximum of $30 million on our guarantee, to the extent required
to cover the loss.

NGX requires each counterparty (the Contracting Party) to provide collateral in the form of cash or letters of credit based on the
margins required for its unsettled contractual obligations, which may be accessed in the event of a default by such Contracting Party.

The collateral provided in the form of cash (the cash collateral deposits) is segregated in individually designated bank accounts held
at the same Canadian chartered bank by NGX, which acts as trustee for these funds. The cash collateral deposits, together with
letters of credit provided by all the Contracting Parties, exceed all of the outstanding credit exposure, as determined by NGX, for all
its unsettled contractual obligations at any point in time.

! "The “Contractual Obligations” section above contains certain forward-looking statements. Please refer to “Forward-Looking Statements, Risks and Uncertainties” for a

discussion of risks and uncertainties related to such statements.
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CHANGE IN ACCOUNTING POLICY
Financial Instruments and Comprehensive Income

The Canadian Institute of Chartered Accountants (CICA) issued new accounting rules in 2006 regarding the recognition, measure-
ment, presentation and disclosure of financial instruments and accounting for hedges, and established standards for reporting
comprehensive income. We adopted these rules effective January 1, 2007. These rules require us to account for all of our financial
assets and financial liabilities at fair value. The adoption of these new rules resulted in transitional adjustments which reduced the
opening deficit on January 1, 2007 by $0.6 million, increased marketable securities by $0.7 million, and reduced the future tax asset
by $0.1 million. We had no other comprehensive income or loss transactions during Q2/07 or 1H/07 and no opening or closing
balances for accumulated other comprehensive income or loss. Financial assets and financial liabilities include the following:

Marketable Securities

Marketable securities are held to earn investment income. We designated our marketable securities as being held-for-trading in
accordance with the new accounting rules issued by the CICA. If we had not made this designation our marketable securities would
have been considered available for sale, which would have resulted in the same valuation of the marketable securities, but would
have resulted in recording accumulated other comprehensive income of $0.6 million as of January 1, 2007. As financial assets, these
investments were recorded at fair value and unrealized losses of $3.3 million and $3.8 million were recorded in investment income in
Q2/07 and 1H/07, respectively.

Total Return Swaps

We have entered into total return swaps which synthetically replicate the economics of T'SX Inc. purchasing our shares as a partial
fair value hedge to the share appreciation rights of deferred share units (DSUs) and restricted share units (RSUs) that are awarded to
our directors and employees. We mark to market the value of the hedged units as an adjustment to income, and simultaneously mark
to market the liability to unit holders as an adjustment to income. The fair values of the total return swaps were estimated to be a
liability of $1.1 million at June 30, 2007 and an asset of $0.4 million at June 30, 2006. During Q2/07 and 1H/07, unrealized losses of
$3.5 million and $2.2 million, respectively, were reflected as an increase in compensation and benefits costs and general and adminis-
tration costs. During Q2/06 and 1H/06, unrealized losses of $2.6 million and $0.8 million, respectively, were reflected as an increase
in compensation and benefits costs and general and administration costs.

NGX - Fair Value of Energy Contracts Undelivered

As part of its clearing operations, NGX becomes the counterparty to each transaction. We record NGX’s energy contract receiv-
ables and offsetting payables for all trading contracts where physical delivery has occurred prior to the end of the period but where
payments have not yet been made. With the adoption of the new accounting rules issued by the CICA, we now record the financial
asset related to energy contracts receivable, where delivery has not occurred, at fair value. At June 30, 2007, we recorded a receivable
of $127.3 million related to the fair value of energy contracts undelivered and an offsetting payable of $127.3 million. We did not
record the fair value of energy contracts undelivered, or offsetting payables, at December 31, 2006 because the change in accounting
policy was adopted effective January 1, 2007. The equal and offsetting unrealized gains and losses related to the change in the fair
value of the undelivered contracts have no impact on net income.

CRITICAL ACCOUNTING ESTIMATES
Long-term incentive plan

We have a long-term incentive plan under which we may grant RSUs. RSUs vest on December 31 of the second calendar year
following the year in which the RSUs were granted and the cash award payable is determined by the total shareholder return (appre-
ciation in share price plus dividends paid or TSR) at the end of that period. We accrue our obligations and include them in accounts
payable and accrued liabilities and other liabilities. In prior years, these obligations were estimated and recorded at a targeted
payout amount which was not necessarily based on the maximum amount that might be paid. The maximum amount to be paid is
not known until the RSUs have vested and will be based on TSR at the time of payout. Effective January 1, 2007, we changed our
estimate of these obligations. Our accrual is based on actual dividends paid, continuation of the most recent quarterly dividend and
the closing share price of our common shares for the period. Having monitored fluctuations in our share price, we concluded that
accruing our obligations in this manner provided a better estimate of the payout compared with an estimate based on a target. The
impact of this change in methodology for making the estimate was to increase these obligations and compensation and benefits
costs by $0.4 million and $1.5 million for Q2/07 and 1H/07, respectively. We have purchased derivative financial instruments that
partially hedge the impact of our share price appreciation.



STRATEGY?

In our view, Canada needs a strong integrated marketplace that offers trading in equities, fixed income and energy as well as deriva-
tives to compete globally in the consolidating world of exchanges. We further expanded our presence in the Canadian fixed income
market with our 2006 acquisitions of Shorcan and Scotia Capital’s*** Fixed Income Indices, PC-Bond analytics applications and
related data assets. We also added to our energy business in 2006 when NGX acquired Oxen, which owns Alberta Watt Exchange
Limited. In June 2007, we acquired Equicom, a leading provider of investor relations and related corporate communication services
in Canada.

During Q1/07, we announced two significant initiatives with other world-class marketplaces:

® On March 5, 2007, we announced the creation of DEX a new derivatives exchange to be launched with ISE. DEX will pair our
pre-eminent position as the leading market for Canadian securities with ISE’s superior derivatives trading platform, including
OMX AB’s trade match engine and ISE’s complementary suite of technology. DEX will be owned 52% by TSX Group and
48% by ISE, and is scheduled to begin operations in March 2009. We currently anticipate the joint cost of setting up this new
exchange to be approximately $26.0 million.

® On March 28, 2007, we announced a technology and clearing alliance with the IntercontinentalExchange Inc. (“ICE”).
By combining NGX’s clearing solution with a trading technology platform provided by ICE for North American physical
gas and Canadian electricity products, we will bring together the proven expertise of two established market leaders.
We expect to launch this combined offering in the second half of 2007.

FORWARD-LOOKING STATEMENTS, RISKS AND UNCERTAINTIES

This MD&A, in particular the sections under the headings Trading and Related Revenue, Strategy and Contractual Obligations
contains forward-looking statements, which are not historical facts but are based on certain assumptions and reflect our current
expectations. These statements relate to, among other things, anticipated financial performance, business prospects, strategies,
regulatory developments, new services, market forces, commitments and technological developments. Forward-looking statements
are typically identified by words such as “believe”, “plan”, “outlook”, “anticipate”, “continue”, “estimate”, “may”, “will”, “should”,
“could”, and similar expressions. These forward-looking statements are subject to a number of risks and uncertainties that could
cause actual results or events to differ materially from current expectations. We do not undertake to update or revise any forward-
looking statement that may be made from time to time by us or on our behalf. Some of the risk factors that could cause actual
results to differ materially from current expectations are: competition from other exchanges or marketplaces, including alternative
trading systems, new technologies and other sources; dependence on the economy of Canada; failure to retain and attract qualified
personnel; geopolitical factors which could cause business interruption; dependence on information technology; failure to imple-
ment our strategy; changes in regulation; risks of litigation; failure to develop or gain acceptance of new products; adverse effect of
new business activities; dependence of our trading operations on a small number of clients; the risks associated with NGX’s clearing
operations; our cost structure being largely fixed; and dependence on market activity that is outside of our control. A description of
the above mentioned items and certain additional risk factors are discussed in our materials, including our 2006 Annual MD&A and
Annual Information Form, filed with the securities regulatory authorities in Canada from time to time. The risk factors outlined in
the previously mentioned documents are specifically incorporated herein by reference. Our business, financial condition or oper-
ating results could be materially adversely affected if any of these risks or uncertainties were to materialize. Given these risks and
uncertainties, investors should not place undue reliance on forward-looking statements as a prediction of actual results.

> The “Strategy” section above contains certain forward-looking statements. Please refer to “Forward-Looking Statements, Risks and Uncertainties” for a discussion of
risks and uncertainties related to such statements.

*** Registered trade-mark of The Bank of Nova Scotia. Used under license.
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QUARTERLY INFORMATION

(in thousands of dollars except per share amounts)

June 30/07 Mar.31/07 Dec.31/06 Sept.30/06 June30/06 Mar.31/06 Dec.31/05 Sept.30 /05

Revenue $ 106,230 $ 101,176 $ 91,025 § 81,197 § 92,612 § 88,013 $ 76264 $ 75333
Net Income 39,128 36,448 35,116 33,217 28,464 34,727 27,813 28,717
Earnings per share:
Basic 0.57 0.53 0.51 0.49 0.42 0.51 0.41 0.42
Diluted 0.57 0.53 0.51 0.48 0.41 0.50 0.40 0.42
2005

2006

Revenue in Q4/05 improved over revenue in Q3/05 primarily due to higher issuer services and market data revenue somewhat
offset by lower trading revenue. Net income for Q4/05 declined over net income from Q3/05 primarily due to higher overall
expenses.

Revenue in Q1/06 improved over revenue in Q4/05 primarily due to higher trading, issuer services and market data revenue.
Net income for Q1/06 increased over net income for Q4/05, primarily due to the increased revenue partially offset by higher
overall expenses.

Revenue in Q2/06 improved over revenue in Q1/06 primarily due to higher market data, issuer services and trading revenue.
However, net income for Q2/06 decreased over net income for Q1/06, primarily due to higher income taxes. In Q2/06, the
federal government enacted legislation to reduce corporate tax rates for 2008-2010 and beyond. The future tax asset was
reduced, and income taxes increased by $9.6 million, largely as a result of these changes in federal corporate tax rates.

Revenue in Q3/06 declined over revenue in Q2/06 largely due to lower trading revenue, reflecting lower trading volumes and
following the introduction of a volume-based fee structure for most issuers listed on Toronto Stock Exchange and TSX Venture
Exchange, effective July 1, 2006. Net income for Q3/06 increased over Q2/06 primarily due to higher investment income as
well as lower income taxes. The increase was partially offset by the decreased revenue and higher overall expenses.

Revenue in Q4/06 improved over revenue in Q3/06 primarily due to higher trading, market data and issuer services revenue.
Net income for Q4/06 increased over Q3/06 primarily due to the increased revenue partially offset by higher overall expenses.

2007

® Revenue in Q1/07 improved over revenue in Q4/06 primarily due to higher market data and issuer services revenue. Net

income for Q1/07 increased over Q4/06 primarily due to the increased revenue partially offset by higher overall expenses.

® Revenue in Q2/07 improved over revenue in Q1/07 primarily due to higher issuer services, trading and market data revenue.

Net income for Q2/07 increased over Q1/07 primarily due to the increased revenue and lower overall expenses, somewhat
offset by lower investment income.

July 25,2007



INTERIM CONSOLIDATED BALANCE SHEETS

(in thousands of dollars) (Unaudited)

June 30, December 31,
2007 2006
Assets
Current assets:
Cash $ 36,646 $ 37,018
Marketable securities (note 7) 334,246 285,055
Accounts receivable 53,784 34,298
Energy contracts receivable (note 7) 691,589 889,395
Fair value of energy contracts undelivered (note 7) 127,339 -
Prepaid expenses 6,758 2,914
Future tax asset 23,732 25,095
1,274,094 1,273,775
Premises and equipment 22,741 25,344
Future tax asset 137,952 127,362
Other assets 11,625 12,482
Investment in affiliate 11,419 11,357
Intangible assets 64,838 62,652
Goodwill 65,692 59,866
§ : ,588 ,361 g 1,572,83 »
Liabilities and Shareholders’ Equity
Current liabilities:
Accounts payable and accrued liabilities $ 31,205 $ 39,194
Energy contracts payable (note 7) 691,589 889,395
Fair value of energy contracts undelivered (note 7) 127,339 -
Deferred revenue 42,989 6,468
Deferred revenue — initial and additional listing fees 56,611 50,410
Obligation under capital lease 494 778
Income taxes payable 6,353 20,465
956,580 1,006,710
Accrued employee benefits liability 11,518 10,425
Obligation under capital lease 33 145
Other liabilities 29,043 32,880
Deferred revenue — initial and additional listing fees 335,672 295,723
1,332,846 1,345,883
Shareholders’ equity:
Share capital 391,756 387,501
Share option plan (note 3) 4,192 3,942
Deficit (140,433) (164,488)
255,515 226,955
g RTRTTY o 599 656

See accompanying notes to consolidated financial statements.
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INTERIM CONSOLIDATED STATEMENTS OF INCOME

(in thousands of dollars, except per share amounts)(Unaudited)

TS)

TSX group

Three months ended

Six months ended

June 30, June 30,
2007 2006 2007 2006
Revenue:
Issuer services $ 32,248 $ 26,712 $ 62,39 $ 52,649
"Trading and related 42,880 41,632 84,995 82,645
Market data 27,787 21,468 54,378 39,972
Business services 2,752 2,288 5,025 4,374
Other 563 512 612 985
106,230 92,612 207,406 180,625
Expenses:
Compensation and benefits 22,573 18,424 48,116 38,731
Information and trading systems 6,525 4,892 13,126 9,971
General and administration 10,213 8,626 21,296 16,520
Amortization 3,771 3,068 7,512 6,130
43,082 .............. ; 5’010 ............ 90’050 ............. L 1’352
Income from operations 63,148 57,602 117,356 109,273
Income (loss) from investment in affiliate 21 (76) 62 (205)
Investment income e 1256 2,230, 2169 4413,
Income before income taxes 64,425 59,756 122,587 113,483
Income taxes 25,297 31,292 47,011 50,292
Net income “ET 9’12 AR g 28,464 ..... 5 ,576 ..... §% 3’1 5P
Earnings per share (note 5):
Basic $ 0.57 $ 0.42 $ 1.10 $ 0.93
Diluted 0.57 0.41 1.10 0.92

See accompanying notes to consolidated financial statements.
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INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

(in thousands of dollars)(Unaudited)

Six months ended

June 30,
2007 2006

Common shares:

Balance, beginning of period $ 387,501 $ 380,925

Proceeds on options exercised 3,344 3,689

Cost of exercised options 911 907

Balance, end of period 391,756 385,521
Share option plan:

Balance, beginning of period 3,942 2,669

Cost of exercised options 911) (907)

Cost of share option plan 1,161 1,223

Balance, end of period 4,192 2,985
Deficit:

Balance, beginning of period (164,488) (205,799)

‘Transitional adjustment (note 1) 621 -

Net income 75,576 63,191

Dividends on common shares (52,142) (45,074)

Balance, end of period (140,433) (187,682)
Shareholders’ equity, end of period $ 25 5,515 K 2 00,824

See accompanying notes to consolidated financial statements.
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INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands of dollars)(Unaudited)

TSX group

TS)

Three months ended

Six months ended

June 30, June 30,
2007 2006 2007 2006
Cash flows from (used in) operating activities:
Net income $ 39,128 $ 28464 $ 75,576 $ 63,191
Adjustments to determine net cash flows:
Amortization 3,771 3,068 7,512 6,130
Unrealized loss on marketable securities 3,276 - 3,786 -
(Income) loss from investment in affiliate 21) 76 (62) 205
Cost of share option plan 535 672 1,161 1,223
Future tax asset (6,006) (1,006) (10,100) (6,268)
Energy contracts receivable (3,454) 25,390 197,806 461,767
Fair value of energy contracts undelivered ~ (72,535) - (127,339) -
Accounts receivable and prepaid expenses (10,385) 6,224 (20,716) (3,951)
Other assets 428 (303) 857 8
Accounts payable and accrued liabilities 2,617 12,325 (9,092) 2,299
Energy contracts payable 3,454 (25,390) (197,806) (461,767)
Fair value of energy contracts undelivered 72,535 - 127,339 -
Long term accrued and other liabilities (4,160) (12,017) (2,790) (9,673)
Deferred revenue 9,688 8,132 82,141 70,830
Income taxes payable 5,228 10,470 (14,920) (10,626)
44,099 56,105 113,353 113,368
Cash flows from (used in) financing activities:
Reduction in obligation under capital lease (203) (213) (430) 424)
Proceeds on exercised options 273 246 3,344 3,689
Dividends on common shares (26,070) (22,549) (52,142) (45,074)
(26,000) (22,516) (49,228) (41,809)
Cash flows from (used in) investing activities:
Additions to premises and equipment (1,193) (567) (2,207) (1,127)
Acquisitions, net of cash acquired (8,142) - (8,142) -
Additions to intangible assets (1,925) - (1,925) -
Marketable securities (18,911) (37,539) (52,223) (73,403)
........ RTRCIE R AR TTTTESI6
Decrease in cash (12,072) 4,517) (372) (2,971)
Cash, beginning of period 48,718 30,031 37,018 28,485
Cash, end of period T 36,6 G G 25’5 R §7 ,646 SR 5’5 e
Supplemental cash flow information:
Interest paid $ 161 $ 64 $ 389 $ 265
Interest received 3,979 4,091 8,092 7,523
Income taxes paid 24,818 21,334 71,345 66,918

See accompanying notes to consolidated financial statements.
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NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

Six months ended June 30, 2007 and 2006 (in thousands of dollars, except per share amounts)(Unaudited)

The unaudited interim consolidated financial statements of T'SX Group Inc. (the “Company”) have been prepared in accordance
with Canadian generally accepted accounting principles (“Canadian GAAP”).

These financial statements follow the same accounting policies and their methods of application as the Company’s consoli-

dated financial statements for the year ended December 31, 2006 except as described below in note 1. The Company’s interim
consolidated financial statements do not include all disclosures required by Canadian GAAP for annual financial statements and
accordingly, should be read in conjunction with the consolidated financial statements and accompanying notes for the year ended
December 31, 2006.

1. CHANGES IN ACCOUNTING POLICIES:

Effective January 1, 2007, the Company adopted the new recommendations of the Canadian Institute of Chartered Accountants
Handbook Section 1530, Comprehensive Income; Section 3855, Financial Instruments — Recognition and Measurement; Section

3861, Financial Instruments — Disclosure and Presentation and Section 3865, Hedges. The new sections provide guidance regarding

the recognition and measurement of financial instruments and accounting for hedges and establish standards for reporting compre-

hensive income. The comparative interim consolidated financial statements have not been restated and the adoption of Section 3855

by the Company resulted in a transitional adjustment which decreased the opening deficit by $621 due to the increase in the fair
value of marketable securities less the tax impact (note 7). The Company had no other comprehensive income or loss transactions

during the six months ended June 30, 2007 and no opening or closing balances for accumulated other comprehensive income or loss.

2. SEGMENTED INFORMATION:

The Company operates in two reportable segments. In the Capital Markets segment, the Company owns and operates Canada’s two

national stock exchanges, Toronto Stock Exchange and T'SX Venture Exchange, and Shorcan Brokers Limited, a fixed income inter-
dealer broker. The Energy Markets segment is engaged in trading and clearing natural gas and electricity contracts through Natural

Gas Exchange Inc. (“NGX”).

Three months ended jJune 30,

2007 Capital Markets Energy Markets Total
Total Revenue $ 100,934 $ 5,296 106,230
Net Income 38,223 905 39,128
Goodwill 44,413 21,279 65,692
Total Assets 714,904 873,457 1,588,361
2006

Total Revenue $ 87,431 $ 5,181 92,612
Net Income 27,594 870 28,464
Goodwill 5,963 18,978 24,941
Total Assets 607,103 563,804 1,170,907
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Six months ended June 30,

2007 Capital Markets Energy Markets Total
Total Revenue $ 197,160 $ 10,246 207,406
Net Income 74,063 1,513 75,576
Goodwill 44,413 21,279 65,692
Total Assets 714,904 873,457 1,588,361
2006

Total Revenue $ 170,780 $ 9,845 180,625
Net Income 61,304 1,887 63,191
Goodwill 5,963 18,978 24,941
Total Assets 607,103 563,804 1,170,907

3. SHARE OPTION PLAN:

The Company established a share option plan in the year of its initial public offering. All employees of the Company and its affili-
ates are eligible to be granted options under the share option plan. The share option plan, together with all of the Company’s other
share compensation arrangements, cannot result in the number of shares reserved for issuance under share options held by any one
person exceeding 5% of the outstanding common shares issued. 4,475,758 common shares of the Company remain reserved for
issuance upon exercise of options granted under this plan, representing approximately 7% of the outstanding common shares of the
Company.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option pricing model with the
following assumptions used for grants in 2007: dividend yield of 2.5 percent; expected volatility of 25 percent; risk-free interest rate
of 4.0 percent and expected life of 7 years.

Options granted will expire in 2011, 2012, 2013 and 2014.

Share options:

Three months ended Three months ended
June 30, 2007 June 30, 2006

Weighted Weighted
average average
Number of exercise Number of exercise
options price options price
Outstanding, beginning of period 1,114,129 $ 31.80 1,197,830 $ 24.12
Granted 6,013 43.68 9,670 47.30
Forfeited (64,905) 45.15 - -
Exercised (15,796) 17.28 (14,618) 18.76
Outstanding, end of period 1,039,441 $ 31.26 1,192,882 $ 24.40

During the second quarter, the Company recognized compensation cost of $535 (second quarter 2006 - $672) in respect of its share
option plan.
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Six months ended June 30, 2007 and 2006 (in thousands of dollars, except per share amounts)(Unaudited)

Six months ended Six months ended
June 30, 2007 June 30, 2006

Weighted Weighted
average average
Number of exercise Number of exercise
options price options price
Outstanding, beginning of period 1,096,650 $ 25.17 1,248,462 $ 18.98
Granted 213,484 52.78 190,074 49.52
Forfeited (67,533) 44.88 (14,4206) 21.93
Exercised (203,160) 16.46 (231,228) 15.95
Outstanding, end of period 1,039,441 $ 31.26 1,192,882 $ 24.40

At June 30, 2007, 565,310 options were fully vested and exercisable at strike prices in the range of $10.53 to $49.64. During the first half
0f 2007, the Company recognized compensation cost of $1,161 (year to date June 2006 - $1,223) in respect of its share option plan.

4. LONG-TERM INCENTIVE PLAN:

The Company records its obligation under the long term incentive plan, if any, in the period in which the award is earned. The
Company has purchased swaps to hedge against the impact of its share price fluctuations on the non-performance based portion

of the long-term incentive plan (note 7). As at June 30, 2007, the total accrual for the restricted share units (“RSUs”) is $4,476
(December 31, 2006 - $11,330) and is included in accounts payable and accrued liabilities and other liabilities. In prior years, the
RSUs obligation was estimated and recorded at a targeted payout amount which was not necessarily based on the maximum amount
that might be paid.

The maximum amount to be paid is not known until the awards have vested and will be based on total shareholder return to the
time of payout. Effective January 1, 2007, the Company has changed its estimate of the RSUs obligation. The accrual is based on
actual dividends paid, continuation of the most recent quarterly dividend and the closing price of the Company’s common shares
for the period. Having monitored fluctuations in the Company’s share price, the Company concluded that accruing its obligation in
this manner provided a better estimate of the RSUs payout compared with an estimate based on target. The impact of this change
in methodology for making the estimate was to increase the RSUs obligation and compensation and benefits costs by $356 for the
quarter ended June 30, 2007 and for the year-to-date by $1,534.

5. EARNINGS PER SHARE:

Three months ended Six months ended
June 30, June 30,
2007 2006 2007 2006
Net income $ 39,128 $ 28,464 $ 75,576 $ 63,191
Weighted average number
of common shares outstanding 68,614,623 68,316,493 68,570,273 68,264,799
Basic earnings per share $ 0.57 $ 0.42 $ 1.10 $ 0.93
Diluted weighted average number
of common shares outstanding 68,974,143 68,909,304 69,002,396 68,957,098
Diluted earnings per share $ 0.57 $ 0.41 $ 1.10 $ 0.92
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6. EMPLOYEE FUTURE BENEFITS:

Total retirement benefit cost for the quarter ended June 30, 2007 was $1,882 (2006 - $1,546) and for the year-to-date was $3,770
(2006 - $3,104).

7. FINANCIAL INSTRUMENTS:

In accordance with the new standards referenced in note 1, the Company has classified the significant impacts of its financial
instruments as follows:

a)

b)

)

Marketable securities:

The Company has designated its marketable securities as held-for-trading in accordance with the definition in Section 3855. At June
30, 2007, these investments have been measured at fair value and the unrealized losses of $3,276 recognized during the three months
ended June 30, 2007 and for the year-to-date $3,786 have been reflected in net income in the consolidated financial statements.

Swaps:

TSX Inc. has entered into total return swaps which synthetically replicate the economics of TSX Inc. purchasing TSX Group
Inc. shares as a partial fair value hedge to the share appreciation rights of restricted share units and deferred share units

that are awarded to directors and employees of the Company and its affiliates. T'SX Inc. marks to market the value of the
hedged units as an adjustment to income, and simultaneously marks to market the liability to holders of the share units as an
adjustment to income. The fair values of the contracts and the obligation to unit holders are reflected on the balance sheet.
The contracts are settled in cash upon maturity.

At June 30, 2007, the fair value of the total return swaps was estimated to be a liability of $1,075 and the unrealized losses
reflected in net income during the three month period ended June 30, 2007 amounted to $3,533 and for the year-to-date
$2,193. At June 30, 2006, the fair value of the total return swaps was estimated to be an asset of $372 and the unrealized losses
recorded in net income during the three month period ended June 30, 2006 amounted to $2,591 and for the year-to-date $829.

NGX energy contracts:

As an electronic exchange for energy products, NGX is a party to offsetting contracts for the physical delivery of energy
products in future periods at fixed prices for all energy products traded on NGX between buyers and sellers. Prices are
determined by the electronic matching of bids and offers from NGX customers at the time the trading contracts are
initiated. NGX is also a party to offsetting financial swap contracts with customers which call for the payment of the
differential between fixed prices, as agreed through the bid offer process, and specified market indices at future dates.

NGX does not participate in the price risk associated with these trading contracts and does not take physical delivery of
energy products traded on NGX. In the event of non-performance by one of the counterparties in a trade, NGX has
arranged for third party physical backstopping on trades with all related costs payable by the non-performing customer.

NGX energy contract receivable and payable positions are recognized for all trading contracts where physical delivery has
occurred prior to the period end but payments had not yet been made.

The changes in the fair value of the physical and financial trading contracts which have not yet been delivered are recognized
in the consolidated assets and liabilities. The equal and offsetting unrealized gains and losses related to the change in the fair
value of the undelivered contracts are recognized in the consolidated statement of income.

8. COMMITMENTS:

On March §, 2007, the Company announced the creation of DEX™, a new derivatives exchange to be launched with the
International Securities Exchange, Inc. (“ISE”). DEX™ will be owned 52 per cent by TSX Group and 48 per cent by ISE, and is
scheduled to begin operations in March, 2009. The Company currently anticipates the joint cost of setting up this new exchange
from announcement to the launch date to be approximately $26.0 million.

On March 28, 2007, the Company announced a technology and clearing arrangement with the Intercontinental Exchange, Inc.

(“ICE”). Under the arrangement, North American physical natural gas and Canadian electricity contracts will be accessible

through ICE’s leading electronic commodities trading platform. In turn, NGX will serve as the clearinghouse for these products.
The Company expects to launch this arrangement in the second half of 2007.

27



MARKET STATISTICS

(Unaudited)

Three months ended

Six months ended

June 30, June 30,
2007 2006 2007 2006
Toronto Stock Exchange:
Volume (millions) 24,789.0 20,684.0 48,527.1 43,052.9
Value ($ billions) 431.7 350.5 817.9 708.7
Transactions (000s) 27,708.9 21,277.8 53,689.1 42,097.1
Issuers Listed 1,623 1,569 1623 1,569
New Issuers Listed: 70 55 114 107
Number of Initial Public Offerings 38 31 58 65
Number of graduates from TSX Venture/NEX 23 19 39 32
New Equity Financing: (§ millions) 14,682.7 11,088.8 28,256.3 21,794.7
Initial Public Offering Financings (§ millions)  2,191.0 2,787.1 3,694.3 7,084.2
Secondary Offering Financings ! ($ millions) 7,811.7 4,760.1 13,222.7 9,741.6
Supplementary Financings ($ millions) 4,680.0 3,541.6 11,339.3 4,968.9
Market Cap of Issuers Listed ($ billions) 2,195.1 1,900.4 2,195.1 1,900.4
S&P/TSX Composite Index 2 Close 13,906.6 11,612.9 13,906.6 11,612.9
TSX Venture Exchange: 3
Volume (millions) 13,440.2 10,278.5 26,925.7 21,667.2
Value ($ millions) 12,519.0 10,321.5 25,181.9 19,700.5
Transactions (000s) 2,269.4 1,884.7 4,651.0 3,728.4
Issuers Listed 2,273 2,206 2,273 2,206
New Issuers Listed 61 41 119 85
New Equity Financing: ($ millions) 3,409.8 2,879.8 5,827.7 4,606.3
Initial Public Offering Financings (§ millions) 124.3 78.3 239.7 147.2
Secondary Offering Financings ! ($ millions) 3,285.5 2,801.5 5,588.0 4,459.1
Market Cap of Issuers Listed: ($ billions) 62.1 46.1 62.1 46.1
S&P/TSX Venture Composite Index ? Close 3,174.4 2,635.2 3174.4 2,635.2
Toronto Stock Exchange and TSX Venture Exchange:
Professional and Equivalent Real-time
Data Subscriptions 149,687 131,085 149,687 131,085

! Secondary Offering Financings includes prospectus offerings on both a treasury and secondary basis.

2 S&P is a trade-mark owned by The McGraw-Hill Companies, Inc. and is used under license.

*T'SX Venture Exchange market statistics do not include data for debt securities. ‘New Issuers Listed’ and ‘S&P/TSX Venture Composite Index Close’ statistics exclude

data for issuers on NEX. All other T'SX Venture Exchange market statistics include data for issuers on NEX, which is a board that was established on August 18, 2003

for issuers that have fallen below TSX Venture’s listing standards (158 issuers at June 30, 2007 and 190 issuers at June 30, 2006).
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INVESTOR CONTACT INFORMATION

Investor Relations may be contacted at:

Tel: (416) 947-4277 (Toronto Area)
1-888-873-8392 (North America)
Fax: (416) 947-4444

E-mail: shareholder@tsx.com

REGISTERED OFFICE AND HEAD OFFICE OF TSX GROUP
The Exchange Tower

130 King Street West

Toronto, ON Canada

M5X 12

Le rapport du deuxiéme trimestre est également disponible en francais.

DIVIDEND INFORMATION
The Board of Directors of TSX Group Inc. declared a dividend of $0.38 on each common share outstanding, payable on August 31, 2007 to
shareholders of record at the close of business on August 17, 2007.

TSX Group hereby advises that this dividend is an “eligible dividend” in accordance with the Canada Revenue Agency release dated December
20, 2006. For more information regarding the designation of dividends, please refer to their release. Shareholders with questions regarding the
tax treatment of dividends should consult with their own tax advisors or contact their local office of the Canada Revenue Agency and where
applicable, the provincial taxation authorities.

NORMAL COURSE ISSUER BID

On July 25, 2007 we announced our intention to engage in a normal course issuer bid (“NCIB”) to purchase up to 6,841,051 of our common
shares through the facilities of the Toronto Stock Exchange. These purchases may commence on August 7, 2007 and will terminate on August
6, 2008 or such earlier date as we complete our purchases. TSX Group will make purchases in accordance with the Toronto Stock Exchange
requirements and the price which we will pay for any such common shares will be the market price of such shares at the time of acquisition.
All shares purchased by TSX Group under the NCIB will be cancelled.

We have entered into a pre-defined plan with our designated broker to allow for the repurchase of our common shares at times when we
ordinarily would not be active in the market due to our own internal trading blackout periods, insider trading rules or otherwise.

A copy of our Notice of Intention to file a normal course issuer bid may be obtained, without charge, by contacting Investor Relations as
outlined above.

TRADE-MARKS

TSX, TSX Group, Toronto Stock Exchange, TSX Venture Exchange, Natural Gas Exchange, NGX, TSXconnect and NEX are registered trade-marks
of TSX Inc. DEX, TSX Quantum and TSX Quantum Revolution are trade-marks of TSX Inc. PC-Bond is a registered trade-mark of 2099242 Ontario
Inc., a wholly-owned subsidiary of TSX Group Inc.

CanDeal is a registered trade-mark of CanDeal.ca Inc. and is used under license.
Scotia Capital is a registered trade-mark of The Bank of Nova Scotia and is used under license.

S&P is a trade-mark owned by The McGraw-Hill Companies, Inc. and is used under license.

FORWARD-LOOKING STATEMENTS

This quarterly report contains forward-looking statements, which are not historical facts but are based on certain assumptions and reflect
TSX Group’s current expectations. These forward-looking statements are subject to a number of risks and uncertainties that could cause
actual results or events to differ materially from current expectations. Please see Forward-Looking Statements, Risks and Uncertainties in
the Q2-2007 Management’s Discussion and Analysis for some of the risk factors that could cause actual events or results to differ materially
from current expectations.
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