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The world’s most vibrant 
economy is all business

One of the most talked about U.S. election 

cycles in recent history is coming to an 

end. Whoever wins the presidency is going  

to inherit a resilient and diversified economy 

that is on a clear path to recovery. For 

investors, that means opportunity.

U.S. Federal Reserve Chair Janet Yellen 

recently touted the strength of the U.S. 

economy, saying it had “made tremendous 

progress in recovering from the financial 

crisis.” Yellen also noted that the labour 

market is nearing maximum employment, 

with an enviable unemployment rate of 

just 5%.1 Thanks to low oil prices, inflation 

is still moderate and interest rates remain 

accommodative, which is allowing consumers 

to spend — all positive factors for investors.

Why buy U.S.?

For Canadians, investing in U.S. mutual 

funds brings a number of benefits — starting 

with diversification. About two-thirds of 

the Canadian market is devoted to the 

financial and resource sectors. By sticking 

too close to home, Canadian investors may 

miss out on opportunities in sectors better 

represented south of the border — such as 

information technology, health care, and 

consumer products. 

In addition, many companies in these 

innovative sectors do a great deal of their 

business in foreign markets, which provides 

Canadians with international exposure.

Easy and convenient 

From broad-based mutual funds that track 

the entire U.S. market, to sector-focused 

funds, to currency-neutral options that 

smooth over the effects of fluctuations in 

the dollar, it’s easy and convenient to add 

U.S. exposure to a portfolio.

We can help you review appropriate 

funds for your portfolio. n 

1 Bloomberg.com, “Yellen Says U.S. Near Full Employment, 
Some Slack Remains,” April 7, 2016.

FOCUS ON MUTUAL FUNDS

 

 

 

 

 

 

 

 

 

 

 

David K. Lord, P.Eng. 

Certified Financial Planner 

 

 

 

 

 

 

 

 

 

 

 

Frank Trolio 

Certified Financial Planner 

 

ExcelPlan Financial 

FundEX Investments Inc. 

440 Elizabeth Street, Suite 300 

Burlington, ON  L7R 2M1 
 
Telephone:  (905) 639-8008 

Toll-Free:  (800) 461-2862 

Fax:   (905) 639-2268 

E-mail: dklord@excelplan.ca 

E-mail: ftrolio@excelplan.ca 

 

 
 
 



T he International Monetary Fund (IMF) 

recently warned about persistently slow 

economic growth, citing an unfavourable 

global environment, weak commodity prices, 

and the strong U.S. dollar. The IMF also 

referred to China’s shift from a manufacturing 

and investment-driven economy to one 

based on services and consumption. 

What are the key factors driving these 

trends and what do they mean for mutual 

fund investors? Let’s take a look…

Rise of the Chinese consumer

China’s economic boom of the past few 

decades was driven by investing heavily in 

factories and infrastructure and then 

exporting manufactured goods to the rest of 

the world. Now, China is embarking on an 

economic rebalancing designed to encourage 

Chinese consumers to spend more. 

The rebalancing efforts are expected to 

see Gross Domestic Product levels slow to 

the 5% to 6% range, after explosive growth 

of 8% to 10% in the boom years.1

But it’s not just China’s move to a more 

balanced economy that is contributing to a 

new era of slowing growth. There are other 

contributing factors, including aging 

populations, a shrinking labour pool in 

developed countries, low interest rates, and 

a reduced appetite for risk.

Boomers spending less

In Canada and the United States, baby 

boomers are expected to cut back their 

spending as they move into their 

retirement years. The boomers are the 

biggest demographic group in Canada’s 

history, and as they exit the workforce in 

the years ahead, the labour force and the 

economy will slow.2

Indeed, former Governor of the Bank of 

Canada David Dodge recently stated that 

“we’re in a lower-growth world” and advised 

investors to prepare for this new normal.3

The good news

While slowing growth becomes the norm, 

new opportunities are emerging for mutual 

fund investors:

Technology funds. Innovation will be a 

heavy hitter in a slow-growth world. As 

businesses cut expenses in response to 

slower growth, companies are looking to 

technology solutions to give them a 

competitive advantage and allow them to 

do more with less. 

Today’s technology mutual funds are 

more than just hardware and software. Cloud 

computing, mobile technology, and social 

media are also part of the technology universe. 

And unlike their speculative dot-com 

predecessors, many of today’s tech companies 

are grounded by strong fundamentals.

Emerging market funds. Emerging 

markets will slow along with China in the 

coming years. But they are still expected to 

grow at a clip of more than 4% in the near 

term.1 That’s more than double the projected 

rate of growth of developed nations like 

Canada and the United Kingdom. 

Funds that tap into the global 

consumer. Emerging market consumers are 

younger than their North American and 

European counterparts and more likely to 

spend on the latest consumer goods. Plus, 

as their earnings rise, they will have more 

disposable income. As consumer demand 

in emerging markets rises, consumer 

discretionary funds may benefit.

Broad-based U.S. mutual funds. Many 

of the largest U.S. companies now do a 

significant part of their business abroad 

and are keenly focused on emerging 

markets. Large, diversified U.S. funds can 

provide Canadian investors with an extra 

level of diversification — and help them 

tap into emerging opportunities.

Health care funds. Aging populations 

will become larger consumers of health 

care-related products. Today’s diversified 

health care funds include pharmaceuticals, 

biotechnology, managed care companies, 

and makers of medical equipment.

Dividend funds. Persistently low 

interest rates mean that investors looking 

for yield are turning to dividend funds to 

generate some of the income they need — 

especially in an environment where interest 

rates are expected to stay low.

A big part of our role as your advisor is 

to stay on top of economic developments 

that could affect your portfolio. We will 

review appropriate funds for your portfolio 

with a goal of positioning you for the 

new normal. n

1 The International Monetary Fund (IMF), World Economic Outlook 
Update, “Subdued Demand, Diminished Prospects”, January 2016. 
2 Statistics Canada, Canadian Economic Observer, “Projected 
trends to 2031 for the Canadian labour force,” August 2011.
3. Rachelle Younglais, The Globe and Mail, “David Dodge’s message 
for investors: ‘This is a lower growth world,’” April 22, 2016. 
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INVESTING

EYEOPENER
Democrat or Republican: Which is better for investors and the economy?

The world’s attention has been tirelessly focused on the dramatic U.S. presidential election cycle for the past year. During every 

presidential election, the question invariably arises: Which party is better for the economy — Democrats or Republicans?

To find out, two Princeton researchers analyzed a 64-year period beginning with President Harry Truman in 1945 and ending with 

President Obama.1 Here’s what they found: 

Advice creates value — for your  
savings and for the economy
Navigating the choppy markets we’ve seen over the past 

few years can test even the most seasoned investor’s 

commitment. This kind of market climate shows the real 

value of advice and professionally managed mutual 

funds. Recent research backs this up:

•  84% of mutual fund investors say that they are  

satisfied or very satisfied with the advice provided  

by their advisors.1

•  92% of investors say they have earned more from  

their investments by working with an advisor.2

It’s not just individual savings’ rates that increase.  

Advice delivers benefits to individuals, families — and 

even the economy. In fact, if an additional 10% of 

Canadians worked with an advisor, household wealth 

would increase by $4.8 billion and the Canadian 

economy would grow by an additional $2.3 billion  

over the next 45 years.3

Whether investors start small or large, the benefits of 

advice accrue to all. About a quarter of mutual fund 

investors had less than $5,000 in financial assets when 

they started working with an advisor, and more than  

half had less than $25,000.1 n 

1 Pollara Research, Canadian Investors’ Perceptions of Mutual Funds and the Mutual 
Fund Industry, 2015.
2 Investment Funds Institute of Canada, Advisor Insights, November 2015.
3 The Conference Board of Canada, Boosting Retirement Readiness and the Economy 
Through Financial Advice, September 2014.

Party in power Democrats Republicans

Average annual gain in S&P 500 Index (USD) 8.35% 2.7%

Average annual GDP growth 4.35% 2.54%

Total rise/fall in unemployment - 0.80% + 1.10%

Total number of quarters of recession 8 49

While economic indicators show superior performance with a Democrat as president, the authors point out that global forces may 

account for the Democratic edge rather than the policies of the respective governing parties. n

1 Alan S. Blinder, Mark W. Watson, Woodrow Wilson School and Department of Economics Princeton University, “Presidents and the U.S. Economy: An Econometric Exploration,” July 2014. 
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INCOME FUNDS

Monthly income 

funds — not just 

for retirees

“Monthly income fund” sounds like a great 

retirement income vehicle — and it is. 

Retirees use monthly income funds for 

reliable, tax-efficient distributions that may 

include interest income, dividends, and 

capital gains. Distributions are often higher 

than the interest income from Guaranteed 

Investment Certificates (GICs).  

REINVEST FOR COMPOUND GROWTH

But the monthly income stream is not the 

whole story. Distributions can also be 

reinvested, making these funds  suitable for 

Registered Education Savings Plans (RESPs), 

Tax-Free Savings Accounts (TFSAs), 

Registered Retirement Savings Plans (RRSPs), 

and Registered Retirement Income Funds 

(RRIFs) as well as non-registered accounts. 

TYPES OF FUNDS

There is no typical monthly income fund. 

Investments can range from government 

and corporate bonds to Real Estate 

Investment Trusts (REITs) to dividend-paying 

equities. While some funds hold only fixed-

income investments, others are broadly 

diversified by asset class, geographic region, 

and sector.

The appeal of monthly income funds for 

wealth accumulation is the potential of 

decent returns, combined with a low level  

of volatility. In addition, well-diversified 

funds are designed to perform in a variety  

of market conditions. The funds can help 

stabilize a portfolio while also contributing 

to overall gains.

Give us a call if you’d like to learn more. n

FUND STRATEGY

Strength in unity —  
the benefits of consolidation

You wouldn’t check the air in just one of 

your tires. And yet, holding mutual funds 

in a variety of different accounts under dif-

ferent 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.

Putting your fund holdings together, 

under one organization, helps ensure that the 

individual funds are sound and compatible 

with each other and with your objectives. 

The scattered approach

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 

have purchased funds through your employer 

or professional association. 

Whatever the reason, managing all of 

those different accounts becomes ever more 

onerous over time. In addition to costing you 

time, it could also be costing you in terms of 

management fees and lost opportunity.

A better way

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 

allocations. The long-term potential of this 

approach 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 for 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 stiff penalties for doing so.

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 trans-

action reports and statements. And fewer tax 

slips and reduced income reporting obliga-

tions may make tax-filing next April less oner-

ous 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 look at the potential benefits 

of consolidation. n


