
How mutual funds help  
to reduce investment risks

investment opportunities outside of  

Canada, including the economic growth of  

emerging nations. By investing in foreign-

currency-denominated mutual funds, you 

can also hedge against fluctuations in the 

value of the Canadian dollar.

Liquidity. Unlike stocks and bonds, 

which trade on the open market, mutual 

funds can be redeemed from the issuing 

company, often within 24 hours.

Adjusting to your comfort level

By choosing funds that align with your time 

horizon, investment objectives, and need for 

security, we can create a portfolio with the 

potential to provide the growth you need  

at a risk level that you’re comfortable with. 

Over time, as your needs change and 

new market opportunities arise, we can 

adjust your portfolio accordingly. At all 

times, you continue to benefit from the 

ongoing professional management that 

mutual funds provide. n

Given that equity markets are volatile 

and unpredictable by nature, investing 

is an inherently risky activity. Over the 

long term, however, makes the potential to 

earn annual returns significantly higher 

than those available from guaranteed 

investments or fixed-income assets makes 

investing in equities pretty compelling. 

Built-in safeguards

The good news is that mutual funds have 

many risk-protection factors built right in. 

Diversification. Mutual funds pool the 

contributions of many investors to invest 

in a much more broadly diversified  

portfolio than you could ever afford to 

purchase on your own. Diversification 

helps to mitigate the effects of a possible 

downturn in any one investment or  

asset class.

International exposure. With a wide 

range of global and international funds  

to choose from, it’s easy to gain access to 
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From an investing perspective, Canada  

is kind of like that famous photo of our 

star-filled Milky Way with the arrow saying, 

“You are here.”

Of the top 500 companies in the world, 

only nine are Canadian, and none ranks 

higher than 276th.1 All told, Canadian 

investment opportunities represent just 5%2 

of the global marketplace. In other words, 

we are a very small fish in a very big pond.

And while we should definitely support 

the domestic economy with our investment 

dollars, “home country bias” (having too 

much of your portfolio invested in the  

local economy) can seriously dampen your 

long-term prospects. This is especially true 

in Canada, where some 75% of our equity 

market is concentrated in just three sectors: 

materials, resources, and financials.3

There’s a whole world of opportunity 

beyond our borders, and global balanced 

funds can offer a one-stop solution to  

explore it.

The best of all worlds

Global balanced funds give you a prudent 

way to broaden your portfolio’s horizons, 

create a foundation for other, more tactical 

international investments, and enhance your 

portfolio’s growth potential.

They achieve this using a number of  

different strategies. First, they can cherry-pick 

their holdings from the world’s most  

potential-rich economies.

Access to such a broad investment  

universe is one of the benchmarks of  

successful long-term investing. Consider  

that over the 30 years from 1983 to 2012, 

there were 14 different countries that took a 

turn as the investment world’s top performer 

(see Table). Canada’s all-time best showing 

was 1987, when it finished second to Japan.4

Diversified on many levels

In addition to geographic diversification,  

global balanced funds are diversified by asset 

class (they can hold both equities and fixed 

income), sector, and currency. Not only that, 

but fund managers may have the flexibility 

(depending on the fund’s mandate and  

objectives) to significantly alter fund 

weightings to take advantage of different 

sectors, currencies, and asset classes.

Here’s a statistic that may surprise you: 

Since 1980, global bonds have actually  

delivered slightly higher returns than global 

equities.5 While past returns cannot be  

presumed to indicate future returns, that’s  

still an impressive 33-year track record.

Along with the potential for capital  

appreciation, international bonds provide 

important diversification across domestic  

interest rates. The reality is that high-grade 

domestic bonds tend to move in tandem with 

domestic equities because they are influenced 

by many of the same factors (monetary policy, 

economic climate, inflation, etc.). So even a 

good mix of domestic bonds and equities 

isn’t as diversified as it might appear.

Choosing funds for your portfolio

A given fund’s specific balance between  

bonds and equities will depend on its mandate. 

Some take a very strategic approach and are 

weighted more heavily toward equities while 

others are more neutrally balanced. 

Whatever your preference, these funds give 

investors of almost every stripe the opportunity 

to participate in the global economy. As always, 

we would be pleased to help you choose the 

global balanced fund that best reflects your 

needs and objectives and complements the 

existing funds in your portfolio. n

1 Fortune, “Global 500,” 2013
2 MSCI (Developed) World Index as at December 31, 2012
3  Rob Carrick, The Globe and Mail, “Beware the limitations of  

buying the index,” May 11, 2012
4 Bloomberg data
5  Credit Suisse Research Institute, Global Investment Returns  

Yearbook, 2013

A world of potential
International balanced funds are  

a great way to participate in  

markets that are doing well, and  

to be insulated from ones that are  

underperforming. As this table 

shows, countries, like asset classes, 

have good years and not-so good 

years and no single economy stays 

on the top (or the bottom) for long.

    INVESTMENT STRATEGY

A balanced approach  
to global opportunities

Top performing country, calendar-year basis

2012 2011 2010 2009 2008 2007 2006 2005 2004 2003

Belgium Ireland Denmark Singapore Israel Hong Kong Singapore Japan Austria Israel

2002 2001 2000 1999 1998 1997 1996 1995 1994 1993

Austria New Zealand Israel Finland Finland Portugal Spain Italy Norway Hong Kong

1992 1991 1990 1989 1988 1987 1986 1985 1984 1983

Hong Kong Hong Kong Hong Kong Norway Denmark Japan New Zealand New Zealand Hong Kong New Zealand

Source: Bloomberg data, top-performing countries on a calendar year basis.



The MONEY file
T I P S  A N D  T A C T I C S  T O  H E L P  Y O U  G E T  A H E A DYour year-end tax-planning checklist

’Tis the season to take care of some year-end tax planning. A little 

effort before the New Year could save you a bundle when April  

rolls around.

Let’s get together soon to discuss whether any of the following 

year-end activities might be beneficial to your tax situation.

•Tax-lossselling. If you have realized capital gains in 2013,  

we should review your non-registered portfolio and take a closer  

look at any holdings that are in a loss position. Selling before the  

end of the year would generate a loss that you could use to reduce 

the tax on your gains. To be eligible for the 2013 tax year, your  

trade order would have to take place no later than December 24  

for Canadian-listed securities and December 26 for securities listed 

on a U.S. exchange. 

•RESPcontributions. To get the maximum Canada Education 

Savings Grant for 2013, contribute at least $2,500 per beneficiary to  

a Registered Education Savings Plan (RESP) by December 31.

•Contributionstocharity. If you want to claim a charitable 

donation tax credit for 2013, make your donation on or before 

December 31. 

New for 2013: the First-Time Donor’s Super Credit (FDSC). If you 

and your spouse haven’t claimed a charitable donation tax credit 

since 2007, you may qualify for the FDSC. It adds 25% to the  

existing federal tax 

credits on donations 

up to $1,000. The 

FDSC is available only 

for cash donations made 

after March 20, 2013. 

•Deductible
expenses. Be sure to  

make payments for tax-

deductible spousal  

support, child support,  

and childcare by the end of 

the year. Businesss owners 

may be able to benefit from 

the year-end purchase of  

capital assets (such as  

computer equipment or  

furniture). You can deduct a year’s worth of depreciation even if 

you’ve had the item for only a few days or weeks.

Before implementing any tax strategy, remember to review it with 

your tax advisor first to make sure it’s appropriate for you. n

All in the family? 
Key differences between family and individual RESPs

Type of RESP Individual Family

Beneficiaries • One named beneficiary
• No age limit
•  Beneficiary does not have to be 

related to you

•  Can have more than one beneficiary 
as long as they are related to you 
(children, grandchildren, siblings)

•  Beneficiary must be under 21  
when named

Contribution limit $50,000 per beneficiary over the 
life of the plan

$50,000 per beneficiary over the life  
of the plan

CESG Maximum $7,200 lifetime per  
beneficiary

Maximum $7,200 lifetime per  
beneficiary

What happens if  
the beneficiary  
chooses not to attend 
post-secondary 
school?

•  New beneficiary can be named, 
but if not related to the original 
beneficiary, the CESG will have to 
be repaid

Plan earnings and CESG contributions 
(max. $7,200 per beneficiary) can be 
used for remaining beneficiaries

•  May be able to transfer up to 
$50,000 to your RRSP if you have 
sufficient contribution room

•  May be able to transfer up to $50,000 
to your RRSP if you have sufficient 
contribution room

If you have more than one child, 

you have the option of opening a 

family Registered Education Savings 

Plan (RESP) or having individual 

plans for each of the kids. While both types offer core benefits (such as eligibility for the Canada Education Savings Grant), there are some  

fundamental differences. This overview may help you decide which one is better for your family.

If you’re having trouble deciding which type of plan is better for you, give us a call. We can go over the advantages of each and help you 

make the decision that’s best for your family. n



 

MARKET WATCH

Time to shift from 

value to growth?
 

Between March and July 2013, U.S. equity 

markets closed at record highs 23 times.1  

Not surprisingly, all this growth has had the 

financial media in a lather, suggesting that 

now is the time to rush into mutual funds 

with a growth focus. Should you be  

listening to the hype? Let’s review the facts.

Growth vs value

Growth funds invest in stocks with the 

potential for strong earnings and better-

than-average growth. Value funds tend to 

hold stocks that are underpriced and likely 

to rise once the market sees their true worth.

Historically, growth funds have tended 

to outperform value funds when the 

economy  is growing quickly and financial 

markets are entering a bull stage — hence 

the attention they’re attracting as U.S. 

equity markets trend ever higher.

The benefits of a balanced approach

While growth funds do have the potential 

to benefit from the markets’ current vigour, 

holding some proportion of each style will 

better enable you to capitalize on the full 

market cycle. And ultimately, that will prove 

a more prudent approach than trying to 

time  the market.

Remember, your portfolio has been 

carefully calibrated to reflect your goals  

and achieve your objectives regardless  

of market fluctuations. That said, now is 

definitely a great time to review your 

holdings to ensure you are well positioned 

for the future. n

1 Business News Network, “Expect more record highs for U.S. 
equity markets: report,” July 23, 2013

INVESTMENT PLANNING

An elixir for financial vitality

You wouldn’t check the air in just one of 

your tires. And yet, holding mutual 

funds in a variety of different accounts 

under different organizations is very much 

like that. Just because one account seems 

to be doing fine, doesn’t mean the others 

are. Or that they couldn’t all be doing  

better if they were actually calibrated to 

work in tandem with each other.

Putting your fund holdings together, 

under one organization, helps ensure  

that the individual funds are sound and 

compatible with each other and your 

objectives. And while amalgamation isn’t 

quite the fountain of youth, it is a formula 

for financial vitality that you can reap for 

years to come.

Over time, many of us end up with a 

truly rag-tag collection of mutual fund 

accounts. Maybe you moved or changed 

financial institutions but haven’t  

transferred your holdings. Maybe you 

received an inheritance or insurance  

payout and the money is still invested with 

that institution. Maybe you purchased 

funds through your employer or professional 

association. Whatever the reason, the job  

of managing all of those different accounts 

becomes ever more onerous and the odds 

of its costing you time, money, and lost 

opportunity become ever more likely.

Amalgamation is a highly effective  

way to streamline your fund holdings and 

maximize their potential. When you  

consolidate, you tap into a whole range  

of benefits, such as the following.

Bespoke asset management. With the 

ability to review and manage all of your 

holdings, we can make more strategic  

decisions about your sector weightings, 

international holdings, and overall asset 

allocation. The long-term potential of this 

cannot be overstated.

Tax-efficiency. Taking advantage of tax-

loss selling can be more straightforward in 

an amalgamated portfolio where all of your 

funds (and their tax implications to the 

overall portfolio) can be assessed and 

apportioned in the most tax-efficient  

manner. Similarly, with a clear view of all 

your holdings, we may be able to maximize 

the tax-sheltering benefits of your Registered 

Retirement Savings Plan (RRSP) or Tax-Free 

Savings Account (TFSA) and implement any 

applicable income-splitting strategies with 

your spouse or children.

Reduced risk. Mutual funds are a great 

way to mitigate risk, but holding too many of 

them can actually have the opposite effect. 

Amalgamation reduces the risks associated 

with under- and over-diversification and  

oversight. It also greatly reduces the chances 

you’ll inadvertently over-contribute to your 

RRSPs or TFSAs and face the stiff penalties 

that invokes.

More efficient use of time. Spend less 

time calculating your overall performance 

and rebalancing your holdings. Take a 

breather from cataloguing the endless 

stream of transaction reports and state-

ments. And fewer tax slips and reduced 

income reporting obligations may make 

tax-filing next April less onerous for you 

and your accountant.

The next time we meet, let’s make sure 

we review all of your mutual fund 

accounts — your own, your spouse’s, and 

any you have through work or perhaps 

with an insurer — and take a look at the 

potential benefits of consolidation. n

Mutual funds provided through FundEX Investments Inc. Commissions, trailing commissions, management fees and expenses all 
may be associated with mutual fund investments. Please read the simplified prospectus before investing. Mutual Funds are not 
guaranteed and are not covered by the Canada Deposit Insurance Corporation or by any other government deposit insurer. There can 
be no assurances that the fund will be able to maintain its net asset value per security at a constant amount or that the full amount 
of your investment in the fund will be returned to you. Fund values change frequently and past performance may not be repeated. 
This newsletter has been written (unless otherwise indicated) and produced by Ariad Communications. Vol. 27, No. 5  2013  Ariad 
Communications. This newsletter is copyright; its reproduction in whole or in part by any means without the written consent of the 
copyright owner is forbidden. The information and opinions contained in this newsletter are obtained from various sources and 
believed to be reliable, but their accuracy cannot be guaranteed. Readers are urged to obtain professional advice before acting on 
the basis of material contained in this newsletter. Readers who no longer wish to receive this newsletter should contact their 
financial advisor. ISSN 1205-5840 


