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ETF's vs Mutual Funds:

Quarterly Commentary

| often hear clients say they think Exchange Traded Funds (ETF's) are the
same thing as Mutual Funds. While there are similarities, there are key

differences to know.
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To understand the differences between Mutual Funds and ETF's, you

need a basic knowledge of them.....

Mutual Funds

A mutual fund at its core is a grouping of stocks, bonds or other investments.
Typical mutual funds have 100-200 different investments inside. Often the
strategy for mutual funds is to be invested in a very diversified way to reduce
risk. Quarterly the company publishes if there were any changes in the

fund. Each investor owns units of the mutual fund, which represents a portion
of the funds investments. The company that manages the mutual fund brings

together a large group of people and invests their money on their behalf.

According to Morningstar, the average annual management fee (MER) is
2.35%. Investors pay this fee every year regardless of performance and it is
deducted from the fund. In addition to the annual fee, when investors purchase
a mutual fund they pay one of four types of sales charges to the Advisor buying

it for them.....

1. Front end load or initial sales charge (ISC) - A fee charged when the units
are bought. This is a percentage (up to 5%) of the amount that you are

investing in the fund. This fee is paid to the Advisor that sells you the fund.

2. Back-end load or deferred sales charge (DSC) - A fee charged up to 6%
when you sell your units. The longer you hold the fund the less you'll be
charged when you sell it. The fee declines every year according to a fixed

schedule. Usually, it is around 5-7 years because you can sell without paying a
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3. Low load or low sales charge (LSC) - A sales charge (up to 3%) when you
buy your units and a lower redemption (up to 3%) when you sell them. You
usually won't have to pay a redemption fee if you hold your units for at least

three years.

4. No load - There is no fee to buy or sell the units. You should always compare
the MER and performance of each fund as it may not be better than a fund with

a fee.

Mutual funds are listed on the Toronto Stock Exchange, but how they are

bought and sold differ from other investments. When an investor buys a mutual
fund the price is determined at the end of the day called the NAV, or Net Asset
Value. Similarly, if you are wanting to sell a mutual fund the price is determined

at the end of the day.

Exchange Traded Funds

ETF's can hold various investments depending on the strategy such as stocks,
bonds commodities etc. They were originally designed to be very low cost and
purchase all of the holdings in an index such as the Toronto Stock Exchange,
Dow Jones Industrial Average or NASDAQ. There was no manager trying to
buy and sell the holdings to outperform. Recently, more ETF's are being formed

with managers who have specific strategies still for a low cost.

The ETF's that | buy for clients often have around 20-50 different holdings.

Investors can still have a diversified portfolio with ETF's, but can focus in on
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just in the Canadian banks and don't want the risk of buying individual shares.
Investors own the shares of the ETF, which are traded on an exchange just like
a stock is. Since ETF's are traded on an exchange daily, you can buy or sell it

at any time when the market is open.

According to Morningstar, the average annual management fee (MER) is
0.44%. Investors pay this fee every year regardless of performance and it is
deducted from the fund. In addition to the annual MER, depending on the fee
structure with your Advisor you may pay a commission to buy or sell or a flat

annual percentage of the portfolio.

Summary of the Main Differences

Mutual Funds ETFs
MER (annual fee) 2.35% avg 0.44% avg
Transparency of Holdings Quarterly Report Daily Report
Additional Fees 4 Types of Sales charges Commission/Flat Fee
Strategy Broad Based Can Be Specific
Buy/Sell End of Day Pricing Anytime Market Are Open
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The Health of Canada's Economy

Trade Deficit

This month was Canada's worst trade deficit in history.
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Unemployment Rate

The unemployment rate in Canada is quite low at 5.8%. Historically from 1966-

2019 the unemployment rate has averaged 7.64%

1970 1980 1990 2000 2010

Bottom Line: There are a lot of factors to watch for the Canadian economy. |
wanted to show you these two because they paint a different picture if you don't
combine them together. My approach is to watch various factors to determine

possible investment opportunities
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Diworsification

The process of adding investments
to one's portfolio in such a way that
the risk/return trade-off is worsened.
Diworsification occurs from investing
in too many assets with similar

correlations that add unnecessary

risk to a portfolio without the benefit

of higher returns. .

Want to learn more about ETF's?

This Spring I'm planning to hold an
investor presentation to discuss
more about ETF's. Details to follow

closer to the date by email!
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Pl Financial Corp. Member-Canadian Investor Protection Fund

Information contained herein represents the views of the writer and not those of PI Financial
Corp., and based on assumptions which the writer believes to be reasonable. The material
contained herein is for information purposes only and is not to be construed as an offer or
solicitation for the sale or purchase of securities. This information is intended for distribution in
those jurisdictions where Pl Financial is registered as an advisor or a dealer in securities. Any

distribution or dissemination of this article in any other jurisdiction is strictly prohibited.
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