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Welcome and thank you for attending ETF Toronto 2019

The entire team at Radius Financial Education would like to welcome you to the 10th annual Radius 

Exchange Traded Forum. Thank you for your attendance.

Radius Financial Education is very proud to be hosting Toronto’s premier Exchange Traded event once 

again, bringing together leading professionals within the exploding ETF industry including investors, advisors, 

managers, and other industry professionals to share their expertise, views and analysis.

ETFs listed in Canada reached a record high of CAD$169 billion at the end of February, 2019, shattering the 

previous record of CAD$147 billion set at the end of 2017.

Since December 2018 to February 2019 assets invested in ETFs listed in Canada increased by more than 

CAD$12 billion. The Canadian ETF industry had 699 ETFs, assets of CAD$169 billion, from 37 providers at the 

end of February 2019.

Again, we sincerely thank you for taking the time to attend our event to stay current and connected.

We look forward to meeting and speaking with you and wish you continued success with your business.

Sincerely,

Radius Financial Education Team

Data source: Canadian ETF Association

RADIUS PRESENTS KEYNOTE SPEAKER

Recipient of the Nation’s Highest Honour ~ 
The Order of Canada!

Dr. MacInnis is a member of the Titanic Discovery Team. 
A medical doctor, explorer, and storyteller who studies 

leadership and teamwork in life-threatening
environments from the deep ocean to outer space. 

DR. JOE MACINNIS

ThursdAy, April 2 ~ 4:30 pM
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Disclaimer
Canadian ETF Watch presents news, information and data on both Canadian and 
Global exchange traded funds activity. The information presented is not to be taken 
as an endorsement, investment advice or a promotion for the organizations and 
individuals whose material and information appears in this publication or on the 
Canadian ETF Watch website.

The material presented, separate from paid advertisements, is for the sole purpose 
of providing industry-specific information. As with all areas of financial investing, 
Canadian ETF Watch recommends strongly that readers should exercise due 
diligence by consulting with their investment advisor or other trusted financial 
professional before taking any action based upon the information presented within 
these pages.

  radiusfinancialeducation.com  

The 
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INNOVATIVE. GLOBAL. INDICES.

STOXX is part of Deutsche Börse Group
STOXX® indices are protected through intellectual property rights. STOXX Ltd. does not endorse, issue, market or promote financial products 
based on STOXX® indices and has no liability with respect to such financial products.

Smart choices for a sustainable world: STOXX ESG, Low Carbon and Climate Impact indices
In an era of climate change and societal advancements, environmental, social and governance issues have become a 
priority. More and more investors are looking to allocate capital in a flexible manner that matches their values.

With the STOXX suite of ESG, Low Carbon and Climate Impact indices, you are certain to meet your principles and target 
opportunities in a simple, reliable and transparent way.

ESG investment just got easier
Futures are now available on the STOXX Europe 600 ESG-X, EURO STOXX 50 Low Carbon and STOXX Europe Climate 
Impact Ex Global Compact Controversial Weapons & Tobacco indices. 

Find out more on stoxx.com and contact us:

Zug: +41 43 430 7160 London: +44 207 862 7680 Frankfurt: +49 69 211 0 
New York: +1 646 876 2030 Tokyo: +81 3 4578 6688 Hong Kong: +852 2530 7862

The right indices for  
responsible investments

STOXX_ESG_8"x10.2"_060319.indd   1 06/03/2019   13:50



Precision  
counts with  
BMO Fixed 
Income ETFs.

* ETFGI Industry Report – April 2018
 BMO Global Asset Management is a brand name that comprises BMO Asset Management Inc., BMO Investments Inc., BMO Asset Management Corp. and BMO’s specialized investment management firms.
 The information provided herein does not constitute a solicitation of an offer to buy, or an offer to sell securities nor should the information be relied upon as investment advice. 
Past performance is no guarantee of future results. All Rights Reserved. ®”BMO (M-bar roundel symbol)” is a registered trademark of Bank of Montreal, used under licence.

BMO Fixed Income ETFs are carefully constructed to target desired levels 
of income, term and credit; helping you achieve portfolio diversification, 
income stability and tactical market exposures often with a single trade. 

Learn how our investment engineering provides you with the building 
blocks to precisely position your portfolio’s fixed income allocation.

Visit bmo.com/etfs

Top Ten Global 
Fixed Income 
ETF Provider*
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The Passive Thematic 
Revolution

Assets in US thematic exchange-traded funds (ETFs) more than doubled in the past three years to nearly $28 
billion, according to Morningstar.1

Thematic investing attempts to allocate capital in a way that allows investors to capitalize on the broad, 
disruptive and often hard-to-predict trends that are redefining our societies. The current unprecedented pace of 
transformation provides fertile ground for strong structural themes to emerge.

These sorts of megatrends are generally immensely powerful and typically transform politics, economics and 
consumer behavior. They give rise to new economic and business structures and affect the flow of money in the 
markets. Historically, when these megatrends develop, the pace of growth and adoption is exponential. 

Think of the introduction of the automobile and of cellular communication, or the advent of mass travel. Today, 
similarly impactful phenomena are occurring: from the automation and digitalization of industries, to the boom in 
e-commerce. To cite one example from our days, revenue from unit sales of all types of robots has been forecast 
to jump to $237 billion by 2022, from $31 billion in 2016.2

Thematic investing has captured investors’ imagination and their ambition to tap global 
economic trends with above-average growth outlooks. 

Roberto Lazzarotto
Global Head of Sales, 
STOXX
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On the demographics side, for example, we can consider the concepts of ageing population, millennials or urbanization. Take millenials: they 
are now the most populous living generation in the world. In the US, they are estimated to be three times as big as the generation before them. 
This brings a whole change of dynamics in business, communication, travel etc., as each generation comes with unique characteristics. The 
thematic trends we identify with millennials are digitalization, healthy lifestyle, a focus on experiences over material possessions, and a preference 
for value/bargain deals. 

A Comprehensive Suite of Indices
STOXX has supported and advanced the thematic investing expansion since 2016. With the latest launches last February, we now count 21 
thematic indices.

STOXX and iSTOXX Thematic Indices at a Glance

You can read more about each index on our dedicated website: www.stoxx.com/thematic.  

Such growth patterns signal that the various investment megatrends could significantly outpace the market’s average rates. The last few 
years have shown very good initial results for most of the thematic concepts we track at STOXX. For example, the STOXX® AI Global Artificial 
Intelligence Index has more than doubled in the past five years, compared with an advance of 37% for the STOXX® Global 1800 Index.3 

Three Megatrends, a Broad Range of Concepts
At STOXX we currently see three compelling broad thematic ‘megatrends’:

• Demographics           • Climate change          • Technology 

From these megatrends, it is possible to derive a broad range of targeted ‘concepts’ with long-term economic impact. 

Thematic Megatrends and Derived Concepts

Continued on the next page



canadianetfwatch.comMarch 201910

In the first approach, each index selects those constituents with the 
highest – more than 50% – sales exposure to pre-defined business 
sectors associated with the concept in question. Here we resort 
to the very granular RBICS business category data from FactSet 
Revere, whose detailed industry breakdown and classification 
offers an exceptional level of detail into what companies do and 
who they sell to. This helps us screen with accurate visibility for the 
beneficiaries of each concept to attain pure exposure to a thematic 
megatrend.

Deep Dive: Constructing Revenue-Based
STOXX Thematic Indices4

• The index universe is the STOXX Developed and Emerging Markets 
 TMI.

• Only those companies with 3-month MDTV above €1,000,000 are 
 considered.

• Companies that Sustainalytics considers as non-compliant with
 the United Nations Global Compact Principles or companies that 
 Sustainalytics identifies to be involved with controversial weapons, 
 are excluded.

• Companies are included in the index if they generate more than 
 50% of their revenues from the identified industries, related to each 
 theme.

• The selected index components are weighted based on free float
 market capitalization, adjusted for revenue exposure from the 
 identified industries. Dual listed companies and/or multiple share 
 classes are represented by the most liquid stock.

• Securities are capped according to 35/8/4.5 rule.

The Power of Predicting Growth 
Each thematic concept covers a modern solution for an evolving world 
— from smart engines to electric cars, to water supply infrastructure 
and digital security — opening up new sources of value generation. 
Identifying these concepts is the starting point from which to create 
a portfolio that can leverage growth. Thematic investing positions 
investors at the source of seismic growth potential through the early 
recognition of big cross-industry shifts. 

While active investors have long sought to exploit these sources 
of returns, passive investing has opened up new means to do so, 
and for a larger audience. At STOXX we have chosen concepts that 
are, firstly, definable in a transparent and rules-based way, and 
secondly investable using a passive methodology that observes our 
preeminent principles of replicability and liquidity. 

Using indices can overcome some of the difficulties associated 
with thematic investing, such as the investability of the theme or 
the cost of research of less-followed stocks. It also brings the 
benefit of inexpensive and diverse exposure to a theme, as well as 
diversification from the market. 

In particular, ETFs following a thematic approach have emerged as 
a low-cost way to target these strategies. One of our indices, the 
iSTOXX® FactSet Automation & Robotics Index, underlies one of the 
industry’s most popular funds. 

Taking the Long-Term View
A thematic portfolio is likely to display fundamental characteristics 
that differ from the profile of the traditional stock-picking portfolio.

One of the key differences is that megatrends usually span several 
years and can outlive business cycles. This means that investors 
are changing their time horizon, allocating resources to trends that 
far outpace the annual or even quarterly earnings calendar that has 
come to dominate equity markets. 

Banking on Tomorrow’s Winners
Another distinctive aspect of thematic investing is that the portfolio 
is based on a predictive assessment of future growth as opposed 
to past performance. Finding the winners and losers of a trend that 
may be emerging is key to a successful thematic strategy. To do so, 
investors must be daring: they must look at what lies ahead rather 
than look back. 

Also, thematic investing’s search for new drivers of growth shifts 
the focus away from traditional sector and cyclical views. Thematic 
indexing cuts across industries, geographies and styles, and has a 
high degree of specificity. It is intended to achieve a targeted and 
precise exposure to a market segment. 

Finally, thematic investing provides diversification from the allocation 
of market-capitalization weighted indices, which give more gravity to 
the winning industries of the recent past.

Two Approaches, One Objective
STOXX’s thematic indices can be grouped into two main categories 
according to their stock selection method: 18 of them follow a 
revenue-based thematic approach, while the remaining three use 
innovative artificial-intelligence techniques to find those companies 
most exposed to each theme. 

Continued on the next page
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Investors should also bear in mind that thematic investing is a high 
growth/high risk strategy. A thematic portfolio is likely to have higher 
volatility than a market-capitalization-weighted benchmark, be more 
prone to falls and exposed to the fat tail risk of the market. 

Portfolios for an Era of Change
Passive thematic investing has come to offer investors a solution that 
enables them to participate in spectacular growth stories – and to 
do so at a fraction of the cost that would be entailed by the required 
bottom-up research and global brokering. Carefully selected, the 
themes can capture the economic upside of an era in continuous 
flux. For investors with multi-year capabilities, structural themes offer 
a unique proposition that has the power to transform portfolios.

1 Morningstar data through Feb, 28, 2019. 
2 ‘The Robotics Industry Will Reach $237 Billion in Revenue Worldwide 
 by 2022,’ Tractica, Jul. 5, 2017. 
3 Net returns in euros. 
4 This methodology reflects the latest generation of STOXX Thematic 
 Indices, launched in February 2019.

Roberto Lazzarotto, Global Head of Sales, STOXX 

The AI-based approach, on the other hand, uses sophisticated 
machine-learning and computational-linguistics technology operated 
by our Silicon Valley partner Yewno to analyze intellectual-property 
(IP) patents across the world and conclude how important each 
concept is to the filing companies. 

For example, for the iSTOXX Yewno Developed Markets Blockchain 
Index, we mine the global patents landscape to find out which 
companies’ businesses are most exposed to blockchain patents, 
as well as which companies have contributed the most blockchain 
patents to the world. These IP exposure and IP contribution scores 
determine whether stocks are included in the index. 

ETFs Available in Canada
The iSTOXX Yewno Developed Markets Blockchain Index is one 
of two STOXX thematic indices underlying ETFs in Toronto and 
managed by Coin Capital. The other one is the iSTOXX Developed 
Markets B.R.AI.N. Index, which employs a revenue-based screen to 
find companies most exposed to biotechnology, robotics, artificial 
intelligence and nanotechnology. The latter is a most suitable tool 
to track four different technologies transforming the modern world.  

Choosing the Right Theme
In thematic investing, the key to successful performance lies in 
identifying concepts appropriately, considering their scope and 
durability, and avoiding short-term fads. 

e

Commissions, trailing commissions, management fees and expenses all may be associated with ETF investments. Please read the 
prospectus before  investing. ETFs are not guaranteed, their values change frequently and past performance may not be repeated.

Offering investors ‘a better way to invest’

www.firsttrust.ca  •  1-877-622-5552

Portfolios Canada®

First Trust

 A D V I S O R  U S E  O N L Y  -  N O T  F O R  D I S T R I B U T I O N  T O  T H E  P U B L I C

03/2019

 The First Trust companies are a 
well-respected global enterprise. First 
Trust Portfolios L.P. (FTP), a U.S. registered  
broker-dealer, and its affiliate First Trust 
Advisors L.P. (FTA), a U.S. registered  
investment advisor, were established in 
1991 in the Chicago area, with a mission 
to offer investors a better way to invest.  
Total global assets under management or 
supervision by First Trust is 113.4 billion USD  
as of December 31, 2018.  

 Since the initial launch of the ETF prod-
uct line in the U.S. in 2005, First Trust has 
grown to over 100 ETFs and $59 billion (USD) 
in ETF assets covering a variety of sectors, 
styles, sizes, regions and countries. 

 First Trust is the 6th largest ETF pro-
vider (based on USD AUM) in the U.S. as 
of December 29th, 2017, according to ETF 
League Table from ETF.com1, and in 2014 

won the ETF issuer of the year from ETF.com 
for providing innovative long-term solu-
tions to investors2.

   FT Portfolios Canada Co. has been 
managing various investment prod-
ucts such as mutual funds for years.  
In 2013, the decision was made to  
focus on the ETF business.  We believe 
that the ETF space represents sub-
stantial value for our investors due  
to the  inherent fee, liquidity and trans- 
parency advantages  of ETFs. Advisors 
throughout the industry are using First 
Trust ETFs as a complementary vehicle 
to add diversification to portfolios.

Assets 
Under Management 

or Supervision by First Trust3

$113.4 Billion USD* (as at 12/31/18)

Exchange 
Traded 
Funds4

Unit 
Investment

 Trusts
(UITs)

Closed End 
Funds -  

$6.5 bn

Mutual Funds + Separately Managed 
Accounts + Other5- $994 mn

Variable 
Annuity 
Funds -
$794 mn

Source:  First Trust 
Advisors LP

*Note:  All figures   
            are rounded

$46.0 bn

$59.1 bn

1 Source: ETF.com http://www.etf.com/sections/etf-league-tables/etf-league-table-2017-12-29  2 Source:  ETF.com 2014 ETF Issuer of the Year   3 Includes 
$55 billion for which First Trust Advisors L.P. serves as supervisor for unit investment trusts sponsored by First Trust Portfolios L.P.    4 ETF figure includes 
Domestic, European and Canadian ETFs.  5 Includes U.S. Mutual Funds, Canadian Funds, Collective Trust Funds and UCITS Open-Ended Funds.  

To find out more about First Trust 
contact First Trust Portfolios 
Canada at 1-877-622-5552.   
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ETFs: Critical Tools to 
Manage Fixed Income

Almost 25 years later, ETFs still resonate deeply with all types of investors. The humble ETF may be the only 
instrument which provides equal accessibility at the same low cost to both Institutions and retail investors. 

Although most people look to ETFs because of their low costs, their real benefits lie in being effective and 
transparent capital markets access tools. ETFs are flexible instruments that can enhance a portfolio through 
tilting, broadening diversification or equitizing cash. In fact, a recent Greenwich Associates report1 states that 
Canadian institutions have lengthened ETF holding periods, indicating that they have now become strategic asset 
allocation tools, not merely transitional instruments.

Initially praised for providing effective and inexpensive core beta equity exposure, ETFs are increasingly regarded 
as critical tools to manage fixed income. According to Greenwich, Institutions are increasing their allocation to 
fixed income ETFs because they are easy to trade and, in many instances, have tighter spreads than individual 
issues.2

Exchange Traded Funds (ETFs) are a Canadian invention, having evolved from the 
Toronto 35 Index Participation Units (TIPs) & Toronto 100 Index Participation Units 
(HIPs) which were traded on the Exchange in the 1990s.  

Mark Webster
Director, ETF 
Distribution 
Institutional Sales 
& Service, Western 
Canada, BMO Global 
Asset Management
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to achieve transparency and efficiencies that they have long had 
enjoyed with equities, fixed income ETFs could be very useful 
additions to their toolsets.

To learn more about BMO ETFs and to find your BMO ETF Specialist, 
visit the BMO ETF Dashboard at bmoetfs.ca. 

Mark Webster, Director, ETF Distribution Institutional Sales and 
Service, Western Canada, BMO Global Asset Management

This article is for information purposes. The information contained herein is not, 
and should not be construed as, investment, tax or legal advice to any party. 
Investments should be evaluated relative to the individual’s investment objectives 
and professional advice should be obtained with respect to any circumstance 
BMO ETFs are managed and administered by BMO Asset Management Inc., an 
investment fund manager and portfolio manager and separate legal entity from 
Bank of Montreal. 

Commissions, management fees and expenses may be associated with investments 
in mutual funds and exchange traded funds (ETFs). Trailing commissions may be 
associated with investments in mutual funds. Please read the fund facts, ETF Facts 
or prospectus before investing. Mutual funds and ETFs are not guaranteed, their 
values change frequently and past performance may not be repeated.

® “BMO (M-bar roundel symbol)” is a registered trademark of Bank of Montreal, 
used under licence.

1 Source: Greenwich Associates, “Canadian Institutions Lead the Way in ETF 
Investing”, Pg. 4, Q2, 2018

2 Source: Greenwich Associates, “Canadian Institutions Lead the Way in ETF 
Investing”, Pg. 46 Q2, 2018

Fixed income ETFs provide institutions with transparent and 
effective access to an opaque and constrained asset class. Though 
government bonds continue to trade quite freely, investment grade 
corporate bonds and high yield bonds have become much harder 
to trade since 2007. Secondary market liquidity, unique to ETFs, 
enables institutions to trade bonds at tighter spreads than would be 
possible when trading individual issues. When seller & buyer transact 
through the exchange, existing units flow between the parties without 
touching the underlying price. Trading individual issues will invariably 
result in dispositions and market impact with every trade.

Although bond pools may, in some circumstances, be able to match 
sellers and buyers to minimize trading, the ability to do so is often 
haphazard or coincidental. With bond ETFs, however, institutions 
may examine the depth of the order book to determine spread costs 
and to gauge potential trade execution before committing their 
capital. Through consultation with ETF providers, institutions may 
be able to maintain trade anonymity, an important consideration for 
many plans.

Asset allocation, not security selection, is critical to mitigate risk in 
a rising rate environment in the late stages of a credit cycle. ETFs 
provide institutional managers with the ability to align their bond 
exposure accurately and quickly at tighter spreads and for minimal 
costs, without performing costly research and trade analysis on 
individual issues. If institutions want to improve their execution 

e

sales@fundata.com   |   www.fundata.com
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I witnessed the fixed income revolution in 2007 when investors and advisors flocked to passive fixed 
income ETF strategies for several reasons. First, they wanted low cost solutions, they didn’t want to worry 
about volume or inventory issues when buying traditional bonds, and they were skeptical of active fixed 
income strategies that was trying to seek sufficient alpha in this low interest rate environment. Assets under 
management within fixed income ETFs grew steadily at 35% YoY to $54.3 billion in total dollars invested.  
However, in the last couple of years, I have started to see an evolution take place. 

The catalyst for this change began when investors realized that using several passive bond ETFs within a portfolio 
as a way to implement a strategic duration call was no longer cutting it. This “safe haven” portion of a portfolio 
was now becoming a big thorn in most investors’ sides, as they tried navigating through a storm of rising rates 
and geopolitical events. All of a sudden, the conversation shifted from using passive ETFs to outsourcing fixed 
income expertise to an active manager as a way to harness outcome-oriented investing. 

“I’d rather outsource my fixed income allocations, rather than fuss and worry over trying to get my allocations 
just right”, or “Frankly, I don’t have the knowledge or time to keep up with my fixed income portfolio”, became 
the common theme amongst advisors. In 2018 alone, active fixed income ETF strategies grew at a rate of 48% 
versus passive fixed income ETF strategies, which grew at a rate of 2% on a YoY basis. The 10-year growth rate 
for active ETFs was a staggering 81%.

Ahmed Farooq
CFP, CIMA®

Vice President, 
ETF Business 
Development,
Franklin Templeton 
Investments

Will Passive Fixed 
Income Survive the 
Coming Storm?
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Passive investors’ holdings become increasingly centered on issuers 
that are expanding their debt load, which makes you wonder whether 
it is wise for an investor to boost their holdings simply because the 
company or country increases its financial leverage. Furthermore, would 
they make that decision themselves if the index didn’t force their hand?

Challenge #2 – Index composition is “passively” driven 
by market forces
A passive product must follow index reconstitution, irrespective of 
investment merit or market insight. An active manager can work to 
mitigate the shifts that may drive or change the risk reward profile of 
a portfolio based on their research. For example, the FTSE Canada 
Universe Bond Index displays sustained overconcentration in just 
two sectors over the last decade – Government and Financials. In 
fact, as of December 31st, 2018, these two sectors alone comprise 
85.14% of the Index.

Sector Concentration
FTSE Canada Universe Bond Index   2005-2018

Source: Bloomberg, ©2019 Morningstar

Challenge #3 – Indexes may not align with investors’ goals
Bond markets have many different participants who have many 
different reasons for buying. Almost 50% of the $100 trillion in global 
fixed income assets is held by central banks and those trying to 
stabilize foreign exchange rates and adjust money supply. The goals 
of these market participants may not at all align with the goals of 
retail investors seeking diversification, income and/or total return. 
As a result, bond indexes can be shaped by many disparate forces, 
many of which are not relevant to the average investor.

A case in point is that, as of June 30, 2018, almost 17% of the Bloomberg 
Barclays Global Aggregate Index is comprised of negative interest rate 
bonds. This means that instead of receiving interest, the investor has to 
pay the issuer interest for the right to lend them their money. How many 
retail investors would choose to purchase bonds with negative yields? 
Not many, yet many of the managers of index funds have to own those 
bonds simply because they are in the indexes they track.

Actively managed fixed income has outperformed recently
Knowing the perils of today’s market environment along with the flaws 
inherent in fixed income indexing, active managers have leveraged 
their experience and expertise with success. The capability to seek out 
the best opportunities and be flexible, in order to meet investor needs, 
is what makes them different. By aligning goals, having personal 
relationships with issuers and, most importantly, using a variety of 
strategies to express their views on the market and position their 
portfolios to add value, active fixed income ETFs have outperformed 
the FTSE Canada Universe Bond Index 83% of the time.

The 30-year bull may be coming to an end
We can’t forget that we had a 30-year bull market for bonds, an 
unusual period that fostered a number of interest rates cuts and a 
low inflationary environment that supported a sustained period of 
steady performance within the Canadian Bond Universe. Today, 
changes in monetary, fiscal and trade policies and higher asset 
correlations present threatening new challenges for fixed income 
investors. These emerging dynamics underlying your passive fixed 
income allocation mean that you, the investor or advisor, now have to 
become more active in how you manage your passive fixed income 
allocation. Passive portfolios will not automatically adjust to market 
changes, the responsibility of adjusting fixed income allocations to 
achieve the same outcomes accordingly belong to you.

Furthermore, as interest rates have normalized and monetary policy 
has tightened, conditions are set for greater downside risk, increased 
dispersion and less predictable correlations—variables that a passive 
vehicle does not manage against as effectively, as the sole job of 
passive investment is to mimic the fundamentals of the index and not 
provide any biases toward a certain outcome. Let’s consider two of 
the biggest threats to fixed income investors in the recent past: rising 
rates and duration management.

Rising Rates
Until recently, we saw interest rates reach an all-time low, followed 
by a period of rate hikes that had significant impact on fixed income 
investing. In the last 10 years, the only way to achieve higher 
coupons was to go out and buy bonds priced at a premium or higher 
credit risk, which also meant an erosion on the overall price to par at 
maturity. Furthermore, the inverse relationship between bond prices 
and interest rates are also of a concern; as interest rates go up, bond 
prices fall. Within this changing context, managing a fixed income 
portfolio has not been easy.

Duration management
Last year, duration risk was a big concern for most investors. There 
was on-going debate on where to be positioned on the yield curve, 
specifically during a rate hike. We saw passive bond indexes exhibit 
increased duration, partially caused by issuers refinancing to lock 
in lower rates. The feedback from most investors was either to stay 
short on the curve, or they were not knowledgeable enough to make 
this call. A passive portfolio would have maintained benchmarked 
duration and would not have adjusted. 

Three challenges with passive index funds
The average investor may not be aware of the risks and potential 
unintended consequences that are built into fixed income indices.  
We believe the following three major challenges faced by fixed 
income indexing can be solved with active managers that are 
working to mitigate these risks.

Challenge #1 - Indexes are weighted towards big debtors
A typical equity index uses market capitalization to determine the 
weightings within the index. While this may come with its own set 
of flaws, bond indexes are issuance-weighted. This means that 
fixed income indexes place larger relative weight with companies or 
governments that issue the most debt.  

A case in point is the Citi World Government Bond Index (WGBI): 
76% of the index is made up of just five countries, and their average 
debt-to-GDP ratio, or government borrowings less repayments, is 
over 128%. Paradoxically, the remaining 18 countries in the index 
combined make up only 24% of the index, and their average debt-
to-GDP ratio is 60%! 

Continued on the next page
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Rolling 1-Year Returns Ratio Active vs. Passive
2 Years Ending 12/31/2018 (24 Rolling 1-Year Periods)

This chart compares rolling 1-year returns of all ETFs within the Canadian actively managed fixed income category against the FTSE Canada 
Universe Bond Index over the 24-month period ending December 31, 2018.

Source: ©Morningstar.12/31/18. The category returns in the illustration represent all of the active ETFs (net-of-fees) within the Canadian Fixed Income, Canadian Short Term 
Fixed Income, Canadian Corporate Fixed Income, Canadian Long Term Fixed Income and Canadian Inflation-Protected Fixed Income categories. Passive is represented by 
FTSE Canada Universe Bond Index.

Position your clients for success
Active management requires a different mindset and a culture where value is given to proprietary, in-depth local research, trading capabilities 
and risk management. Also important is an operational infrastructure to operate at the scale required to invest fluidly and responsibly in order to 
seek outcomes that are in line with investors’ goals and expectations.

The senior investment professionals and fund managers at Franklin Templeton base their decisions on each investment’s inherent potential for 
strong risk-adjusted returns. They aren’t constrained to the size limitations of the specific index weightings. As active managers, they have the 
flexibility to decide to invest outside the benchmark as well as over/underweight positions relative to the benchmark if their bottom-up analysis 
dictates it’s a better position.

For Dealer Use Only | Not for Distribution to the Public

Ahmed Farooq, CFP, CIMA®, Vice President, ETF Business Development, Franklin Templeton Investments
ahmed.farooq@franklintempleton.ca
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Commissions, management fees and expenses may all be associated with investments in ETFs. Investors should carefully consider an ETF’s investment objectives and strategies, 
risks, fees and expenses before investing. The prospectus and ETF facts contain this and other information. Please read the prospectus and ETF facts carefully before investing. 
ETFs trade like stocks, fluctuate in market value and may trade at prices above or below the ETF’s net asset value. Brokerage commissions and ETF expenses will reduce returns. 
Performance of an ETF may vary significantly from the performance of an index, as a result of transaction costs, expenses and other factors. The indicated rates of return are the 
historical annual compounded total returns including changes in share or unit value and reinvestment of all dividends or distributions and do not take into account sales, redemption, 
distribution or optional charges or income taxes payable by any security holder that would have reduced returns. ETFs are not guaranteed, their values change frequently and past 
performance may not be repeated.

Ahmed Farooq’s  comments, opinions and analyses are for informational purposes only and should not be considered individual investment advice or recommendations to invest 
in any security or to adopt any investment strategy. Because market and economic conditions are subject to rapid change, comments, opinions and analyses are rendered as of 
the date of the posting and may change without notice. The material is not intended as a complete analysis of every material fact regarding any country, region, market, industry, 
investment or strategy.

All investments involve risks, including the possible loss of principal. Investments in foreign securities involve special risks including currency fluctuations, economic instability and 
political developments. Investments in emerging markets, of which frontier markets are a subset, involve heightened risks related to the same factors, in addition to those associated 
with these markets’ smaller size, lesser liquidity and lack of established legal, political, business and social frameworks to support securities markets. Because these frameworks 
are typically even less developed in frontier markets, as well as various factors including the increased potential for extreme price volatility, illiquidity, trade barriers and exchange 
controls, the risks associated with emerging markets are magnified in frontier markets. Stock prices fluctuate, sometimes rapidly and dramatically, due to factors affecting individual 
companies, particular industries or sectors, or general market conditions.

e

®Investment Management Consultants Association is the owner of the certification mark “CIMA®”, the service marks “Certified Investment Management AnalystSM”, “Investment 
Management Consultants AssociationSM, and “IMCA”. Use of CIMA® or Certified Investment Management AnalystSM signifies the user has successfully completed IMCA’s initial 
and ongoing credentialing requirements for investment management consultants.
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FIXED INCOME 
ISN’T WORKING 
LIKE IT USED TO
Forge ahead with our suite of active income ETFs.

FLGA  |  FLSL  |  FLUI  |  FLCI

Find out more franklintempleton.ca/getactive

Commissions, management fees and expenses may all be associated with investments in exchange-traded funds (ETFs). Investment objectives, risks, fees, 
expenses, and other important information are contained in the prospectus and the summary document; please read the prospectus and the summary 
document before investing. ETFs are not guaranteed, their values change frequently and past performance may not be repeated.
© 2019 Franklin Templeton Investments Corp. All rights reserved.
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Commissions, trailing commissions, management fees, brokerage fees and expenses all may be associated with investment funds. Please read the prospectus before 
investing. Investment funds are not guaranteed, their values change frequently and past performance may not be repeated.
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MKB Mackenzie Core Plus Canadian Fixed Income ETF

MFT Mackenzie Floating Rate Income ETF

MUB Mackenzie Unconstrained Bond ETF

MCSB Mackenzie Canadian Short Term Fixed Income ETF

MWD Mackenzie Maximum Diversifi cation All World Developed Index ETF

MUS Mackenzie Maximum Diversifi cation US Index ETF
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The Case For 
Multifactor Investing 

Key Takeaways
• Research has shown that there are differences in expected returns among securities.

• Dimensional Fund Advisors has identified four dimensions of expected returns in equity markets – the overall 
 market, company size, relative price, and profitability help identify differences in expected returns across stocks.

• Incorporating the dimensions of expected returns into an investment strategy offers the potential for 
 outperformance, but requires balancing the trade-offs among competing premiums.

• The exchange-traded fund (ETF) is a vehicle well suited to our systematic and transparent investment approach.

Executive Summary
Theoretical and empirical research in finance has led to an evolution in our understanding of how financial 
markets work. For instance, 45 years ago, most financial economists and some market participants thought that 
sensitivity to the market was the only driver of expected returns; they thought the market was the only factor 
needed to systematically explain differences in expected returns among securities. Today, we recognize several 
other factors in addition to the market itself. Economists have also done a great deal of work related to market 
microstructure. This academic research is highly relevant to financial market participants because it has improved 
our understanding of what drives expected returns.

Joel P. Schneider
Deputy Head of 
Portfolio Management, 
North America
Dimensional Fund 
Advisors LP

Lukas J. Smart, CFA
Senior Portfolio 
Manager,
Dimensional Fund 
Advisors LP

Gerard O’Reilly
Co-Chief Executive 
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Investment Officer,
Dimensional Fund 
Advisors LP

Joe Hohn
Portfolio Manager, 
Dimensional Fund 
Advisors LP
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this dimension is the value premium. The profitability dimension 
provides a way to discern the expected returns of companies with 
similar price-driven characteristics. If two companies trade at the 
same relative price, the one with higher profitability should have a 
higher expected return. The premium associated with this dimension 
is the profitability premium.

To avoid chasing data-mined results, we have high hurdles to clear 
before a premium can be considered a dimension. These dimensions 
are supported by theoretical and empirical research3. They are 
sensible, persistent over time, pervasive across markets, robust to 
multiple definitions, and can be captured in cost-effective ways in 
well-diversified portfolios. While there is no guarantee the premiums 
will be positive in the future, these rigorous criteria increase our 
confidence that these premiums are likely to continue in the future 
and can be pursued in a real trading environment. That is why we 
want to build our investment strategies around these dimensions.

The list of identified premiums is long. We have evaluated many of 
the premiums academics have uncovered over the years and found 
that most are redundant or do not meet our criteria. When we do add 
a new dimension, it is done with scientific rigor and involves careful 
analysis by Dimensional researchers and portfolio managers, as well 
as the financial economists with whom we maintain close ties. The 
investment process goes beyond identifying the drivers of expected 
returns. It also requires expertise in structuring and implementing 
cost-effective investment solutions.

Integrated Solutions
Integrated solutions that incorporate all dimensions of expected 
returns can potentially increase the reliability of outcomes by 
providing more information about securities’ expected returns. 
However, in balancing the tradeoffs among competing premiums, 
diversification, and costs, successful integration requires a deep 
understanding of the interaction among the dimensions. Pursuing 
one premium without taking into account how that will impact a 
strategy’s emphasis on the other premiums can hurt a portfolio’s 
performance. For instance, more profitable companies tend to have 
higher relative prices than less profitable companies. Consequently, 
if we seek to capture the profitability premium without taking into 
account how it interacts with the value premium, it could hinder our 
ability to capture the value premium.

Likewise, the integration of relative price and profitability allows 
us to separate firms with higher profitability from firms with lower 
profitability within the low relative price segment of the market. This 
in turn allows us to overweight the securities of firms with higher 
profitability and exclude or underweight those with lower profitability 
in an effort to increase expected returns. It is difficult yet essential to 
properly account for the interaction among the different dimensions 
and the costs associated with implementing investment solutions 
along several dimensions.

We realize that not all securities contribute equally to the premiums. 
As Eugene F. Fama and Kenneth R. French (2007)4, among others, 
have shown, some small or value stocks do extremely well while 
others have average returns.

Research has also shown that it is not possible to reliably predict 
which securities are going to do well on an individual basis, because 
in many cases news about why they will do well has not arrived yet 
(e.g., a new discovery or a new need by some other company), so it is 
not yet in the price. For that reason, the most reliable way to capture

The existence of multiple factors presents additional challenges to 
investors’ asset allocation decisions. In the past, those decisions 
were relatively simple: To build their own portfolios, investors had 
to decide (1) how to split their money between fixed income and 
equities and (2) whether to invest in index funds, conventional active 
funds, or individual securities. Today, while investors still need to 
make those decisions, they can make better choices by taking into 
account, among other things, the additional factors that help explain 
returns in the equity markets and how those factors interact with 
each other, as well as how much emphasis they want to place on 
each factor. A multifactor world presents better opportunities to 
meet investors’ needs and pursue improved outcomes, but doing 
so effectively requires a greater degree of expertise to evaluate and 
manage the trade-offs between expected returns on the one hand 
and risks and costs on the other.

Dimensional’s Investment Philosophy
Backed by decades of theoretical and empirical research, 
Dimensional Fund Advisors’ investment philosophy was founded 
on the idea that security prices contain reliable information about 
differences in expected returns among securities. These prices reflect 
the expectations of all market participants who trade voluntarily with 
one another at prices they see as fair given their expectations of 
risk and return and the information available.1 As a result, the daily 
activity of market participants drives prices toward equilibrium.

Research has also shown there are differences in expected returns 
among securities2. Those differences are driven by the prices 
investors pay and the expected cash flows from the investment. 
Investors have different preferences and opportunities. They face 
and are willing to bear different risks. Put simply, the lower the 
relative price an investor pays, the higher the expected return.

Because markets are very effective at aggregating and disseminating 
investors’ knowledge and expectations into market prices, we can 
use information in prices, together with fundamental data and our 
understanding of asset pricing theory, to systematically identify 
differences in expected returns among securities. At Dimensional, 
we refer to the systematic identification of those differences as 
dimensions of expected returns. We use the term dimensions instead 
of factors because, in our view, not all factors qualify as dimensions 
worth pursuing. Dimensions point to systematic differences in 
expected returns among securities and are the core investment 
insight behind relevant factors.

Dimensions of Expected Returns
We have identified four dimensions of expected returns in equity 
markets: the overall market, company size, relative price, and 
profitability. Company size and relative price are price-driven 
dimensions, while profitability contains information about future cash 
flows to investors.

The market dimension reflects the excess return over the risk-free rate 
that market participants demand for investing in a broadly diversified 
portfolio of equity securities without any style or market capitalization 
bias. That premium is called the equity premium. The company size 
dimension reflects the excess return that investors demand for 
investing in small-capitalization stocks relative to large-capitalization 
stocks. The premium associated with this dimension is the small-cap 
premium. The relative price dimension reflects the excess return that 
investors expect from investing in low relative price or value stocks 
(as measured, for instance, by the price-to-book ratio) relative to 
high relative price or growth stocks. The premium associated with 

Continued on the next page
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meaningfully changing the overall index’s characteristics. Index 
MemoryTM enables the index to continue to hold that company, 
which minimizes unnecessary turnover. Again, the idea is to target 
a particular segment of the market, capture dimensions of expected 
returns, and simultaneously be aware of costs that reduce returns.

These trade-offs, intended to minimize unnecessary turnover for the 
ETF portfolios, have also been incorporated into the reconstitution 
rules of the indexes. Reconstitution, the process by which the list 
of stocks and/or their weight in the indexes changes, happens 
twice per year. As with any decision we make regarding portfolio 
design and implementation, we considered multiple tradeoffs 
in determining how often to rebalance the indexes. Our aim for 
the indexes is to maintain consistent focus on the dimensions of 
expected returns while keeping turnover low and otherwise limiting 
the costs associated with pursuing the premiums associated with 
those dimensions. Reconstituting twice per year allows us to balance 
those competing objectives.

The ETFs are designed to fully replicate the indexes as efficiently 
as possible. In addition to trading the ETF portfolio so that it tracks 
the index closely, portfolio management activities include managing 
cash and corporate actions. Dimensional’s experience with portfolio 
design, management, and execution provides useful knowledge 
applicable to both the design of the  index and the ongoing 
management of the ETFs.

Conclusion
In liquid and competitive markets, security prices reflect the 
aggregate expectations of all market participants. As a result, we 
can use information in market prices to systematically identify 
differences in expected returns among securities along multiple 
dimensions – market, company size, relative price, and profitability 
– and to structure and implement investment strategies along those 
dimensions. The premiums associated with those dimensions are 
largely unpredictable over short periods, both in terms of when they 
will show up and which individual securities will be the drivers of 
those premiums. For those reasons, we believe the best way to 
invest is to structure broadly diversified portfolios with a consistent 
focus on the desired dimensions, seeking to capture the expected 
premiums associated with them.

This multidimensional approach increases the likelihood of capturing 
the premiums associated with each dimension. It requires expertise 
in understanding how the premiums interact and compete with 
each other, because stocks are often exposed to more than one 
premium. It also requires expertise in balancing the trade-offs among 
diversification, trading costs, and other market frictions.

In the end, we believe a deep commitment to theoretical and empirical 
research, combined with a focus on effective implementation in 
competitive and complex markets, can increase an investor’s chance of
capturing the higher expected returns supported by financial theory.

Only Manulife ETFs are sub-advised by Dimensional Canada.*

Gerard O’Reilly, Co-Chief Executive Officer and Chief Investment 
Officer, Dimensional Fund Advisors LP   

Lukas J. Smart, CFA, Senior Portfolio Manager, Dimensional Fund 
Advisors LP

Joel P. Schneider, Deputy Head of Portfolio Management, North 
America, Dimensional Fund Advisors LP   

Joe Hohn, Portfolio Manager, Dimensional Fund Advisors LP

the premiums is to have a diversified strategy that emphasizes 
securities with higher expected returns (lower market cap, low 
relative price, and high profitability stocks). Concentrated portfolios 
may inadvertently exclude securities that ultimately generate most of 
those premiums, whereas broadly diversified portfolios are more likely 
to include those securities and capture those expected premiums.

In addition, it is almost impossible to reliably determine when 
premiums maybe realized. Under these conditions, it is useful to 
expect the premiums to be earned every day. Thus, to increase 
the reliability of outcomes and the likelihood of capturing different 
market premiums on a daily basis, strategies should have a continual 
and accurate focus on the dimensions of expected returns. This 
need is, in fact, why we require that a premium be persistent to be 
considered a dimension that we use in our portfolios.

A premium that can be pursued with a large number of stocks in a 
relatively low turnover strategy is going to be much more attractive 
than a premium that is concentrated on a small set of stocks and 
requires significant turnover. A good portfolio design will recognize 
that difference and focus on premiums that can be captured with 
a large number of securities with relatively low turnover. Targeting 
these investable premiums makes implementation more efficient 
because it allows us to treat securities with similar characteristics 
as close substitutes for one another, at least over short timeframes 
and provided we maintain appropriate diversification. To screen 
out stocks that may have detrimental effects on the performance 
of the portfolio, good portfolio design will also recognize that 
noninvestable premiums must be taken into account when managing 
and implementing strategies.

Implementation in an ETF
The body of research is rich, but long-term results for investors 
depend on how effectively the insight can be implemented as 
strategies in competitive, real-world financial markets, either through 
a mutual fund, an ETF, or another investment vehicle.

Implementation through an ETF, a vehicle well suited to our 
systematic and transparent investment approach, begins by building 
a custom index that takes into account the foregoing considerations.

The application of Dimensional’s investment philosophy to Manulife 
ETFs required careful design of the indexes tracked by the ETFs. 
Each ETF will track a specific index designed to target higher 
expected returns within a specific segment of the market in a 
broadly diversified way. For example, the John Hancock Dimensional 
Large Cap Index5 targets the top 750 companies based on market 
capitalization. Within that segment, it then weights securities based 
on the dimensions of higher expected returns: smaller market 
capitalization, lower relative price, and higher profitability. Regardless 
of the targeted segment, the indexes are designed to consider the 
dimensions of expected returns when defining those segments and 
weighting securities within them.

Trading costs have a direct impact on investors’ returns, so the 
indexes are constructed to allow for cost-effective trading. In the 
index design, we work to reduce trading costs by adding what we call 
“Index MemoryTM.” For an index with no memory, the companies 
held in the index prior to rebalancing would have no bearing on the 
new construction of the index. In our design, the index remembers 
what was held previously.

To help illustrate this concept, consider a company that is currently 
in the index and can still be held at its current weight without 

Continued on the next page
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Eugene Fama and Ken French are members of the Board of Directors of the general 
partner of, and provide consulting services to, Dimensional Fund Advisors LP, 
an affiliate of Dimensional Fund Advisors Canada ULC. Robert Merton provides 
consulting services to Dimensional Fund Advisors LP, an affiliate of Dimensional 
Fund Advisors Canada ULC.

Neither John Hancock Advisers, LLC nor Dimensional Fund Advisors LP guarantees 
the accuracy and/or the completeness of the Index or any data included therein, and 
neither John Hancock Advisers, LLC nor Dimensional Fund Advisors LP shall have 
any liability for any errors, omissions or interruptions therein. Neither John Hancock 
Advisers, LLC nor Dimensional Fund Advisors LP makes any warranty, express or 
implied, as to results to be obtained by the fund, owners of the Units of the fund or 
any other person or entity from the use of the Index, trading based on the Index, or any 
data included therein, either in connection with the fund or for any other use. Neither 
John Hancock Advisers, LLC nor Dimensional Fund Advisors LP makes any express or 
implied warranties, and expressly disclaims all warranties of merchantability or fitness 
for a particular purpose or use with respect to the Index or any data included therein. 
Without limiting any of the foregoing, in no event shall John Hancock Advisers, LLC 
or Dimensional Fund Advisors LP have any liability for any special, punitive, direct, 
indirect or consequential damages (including lost profits) arising out of matters relating 
to the use of the Index, even if notified of the possibility of such damages.

Commissions, management fees, and expenses all may be associated with the 
exchange traded funds (ETFs). Investment objectives, risks, fees, expenses and 
other important information are contained in the prospectus, please read it before 
investing. ETFs are not guaranteed, their values change frequently, and past 
performance may not be repeated.

This commentary is provided for informational purposes only and is not an endorsement 
of any security, mutual fund, ETF, sector, or index. The information contained herein is 
based on sources believed to be reliable, but it is neither all inclusive nor guaranteed 
by Manulife Investments, a division of Manulife Asset Management Limited.

Investing involves risk, including the possible loss of principal. Past performance does 
not guarantee future results. There is no guarantee the strategies will be successful. 
Diversification does not ensure a gain nor protect against loss in declining markets. 
Large company stocks could fall out of favor. The stocks of small companies may 
be less liquid and more volatile in price than those of large companies. Value stocks 
may decline in price and can continue to be undervalued by the market for long 
periods of time. A portfolio concentrated in one sector or that holds a limited number 
of securities may fluctuate more than a diversified portfolio. ETF shares are bought 
and sold through exchange trading at market price (not NAV), and are not individually 
redeemed from the fund. Shares may trade at a premium or discount to their NAV in 
the secondary market. Brokerage commissions will reduce returns. A fund’s holdings 
and returns may deviate from those of its index due to various factors. This deviation 
may be greater when markets are volatile or subject to unusual conditions.

Manulife ETFs are managed by Manulife Investments, a division of Manulife Asset 
Management Limited. Manulife, Manulife & Stylized M Design, and Stylized M 
Design are trademarks of The Manufacturers Life Insurance Company and are used 
by it, and by its affiliates under license.

1Fair is used in the sense that no market participant has an unfair advantage over 
others in predicting how prices will move in the future. Given their preferences and 
expectations, buyers think purchased securities will add to their portfolios by more 
than what they paid for them. Similarly, given their preferences and expectations, 
sellers have a different view – the money received is worth more to them than the 
securities sold. Buyers and sellers meet their different expectations at the traded 
price, which they both see as fair, and they transact voluntarily. The evolution of these 
views drives prices. This evolution is based on, among other things, new information.
2See Robert C. Merton, “An Intertemporal Capital Asset Pricing Model.” Econometrica 
41 (1973): 867–87; and Eugene F. Fama and Kenneth R. French, “A Five-Factor Asset 
Pricing Model.” Journal of Financial Economics 116, no. 1 (April 2015): 1–22.
3For more information about the historical performance of the equity, small cap, 
value, and profitability premiums in the U.S. and in developed ex-U.S. markets, see 
http://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html.
4See Eugene F. Fama and Kenneth R. French, “Migration,” Financial Analysts 
Journal 63, no. 3 (2007): 48–58.
5The John Hancock Dimensional Large Cap Index is designed to comprise a subset of 
securities in the U.S. universe issued by companies whose market capitalizations are 
larger than that of the 750 largest U.S. company at the time of rebalancing. In selecting 
and weighting securities in the Indexes, the Index Provider uses a rules-based process 
that incorporates sources of expected returns. As currently contemplated, securities 
are classified according to their market capitalization, relative price, and profitability. 
Weights for individual securities are then determined by adjusting their natural weight 
within the universe of eligible names so that names with smaller market capitalizations, 
lower relative price and higher profitability generally receive an increased weight 
relative to their natural weight, and vice versa. The Index is rebalanced on a semiannual 
basis. Dimensional Fund Advisors LP will receive compensation from Manulife Asset 
Management Limited in connection with licensing rights to the indexes.

*“Dimensional” and “Dimensional Fund Advisors” refers to the Dimensional 
separate but affiliated entities generally, rather than to one particular entity. These 
companies are Dimensional Fund Advisors LP (founded in 1981), Dimensional Fund 
Advisors Canada ULC (Dimensional Canada), DFA Australia Limited, Dimensional 
Fund Advisors Ltd., Dimensional Fund Advisors Pte. Ltd., Dimensional Japan Ltd., 
and Dimensional Hong Kong Limited. Dimensional Hong Kong Limited is licensed 
by the Securities and Futures Commission to conduct Type 1 (dealing in securities) 
regulated activities only and does not provide asset management services.

Dimensional Fund Advisors LP is an investment adviser registered with the US Securities 
and Exchange Commission and is an affiliate of and sub-advisor to Dimensional Fund 
Advisors Canada ULC, which is the sub-advisor to the Manulife ETFs. Dimensional 
Fund Advisors LP is an unregistered exempt international investment manager in 
certain provinces and Dimensional Fund Advisors Canada ULC has certain provincial 
registrations. None of the other Dimensional entities referenced herein are currently 
licensed by, registered with, or supervised by any provincial securities regulator. Neither 
Dimensional Fund Advisors Canada ULC nor any of its affiliated entities is affiliated 
with Manulife Investments or its affiliates. Dimensional, Dimensional Fund Advisors, and 
Index Memory are registered trademarks of Dimensional Fund Advisors LP.
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The Fuzzy Logix Cloud-Hosted 
Index Management Solution

FAST AUTOMATED INDEX MANAGEMENT
10 years of backtesting in 10 minutes or less. Try our FREE trial to get started in minutes

www.FastINDX.com

Index Review and Rebalancing, Index 
Reconstitution (ad-hoc and periodic)
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Exchange-Traded Funds Course
Exchange-traded funds (ETFs) are becoming a popular option for many 
investors. The ETF structure affords several benefits for client 
portfolios including tax-efficiency, transparency and low cost.  

This course will enable you to assess, recommend, and trade ETF units 
with confidence. 

Exempt Market Proficiency Course
The Exempt Market proficiency (EMP) course is the essential 
starting point in developing industry expertise, ingraining high 
standards of professional conduct and protecting investors.
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Traditionally, investors have used gold tactically with an aim 
to help preserve wealth during market corrections, times of 
geopolitical stress or persistent dollar weakness. However, 
the expanding universe of investable asset classes and the 
relative ease of shifting across different assets mean today’s 
typical multi-asset fund looks different than “balanced” 
stock-and-bond funds of the past. Given gold’s historically 
low or negative correlation with most other asset classes, we 
believe gold should be considered as a core diversifying asset 
with a long-term strategic role in multi-asset portfolios. 

In this paper, we examine how gold, through investing in 
SPDR® Gold Shares (GLD®), may improve the risk-return 
characteristics of a hypothetical multi-asset portfolio that 
includes global stocks, various classes of fixed income, real 
estate, private equity, commodities and, of course, gold. We 
found that holding between 2 percent and 10 percent of GLD 
between January 1, 20051 and December 31, 2018 may have 
improved the hypothetical portfolio’s cumulative returns, 
its Sharpe ratio and lowered its maximum drawdown 
compared to a portfolio without any gold-backed 
investments that is based on the asset weightings 
set forth in Figure 9. 

Gold as an Investable Asset: From IPO to ETF 
Since 1971, when President Nixon removed the US dollar 
from the Gold Standard, the price of gold has increased 
from $43.28 oz. to $1,279.00/oz. at the end of December 
2018. Since that policy move, which we call “The Initial 
Public Offering of Gold,” the dollar gold price has increased 
at an average rate of 7.57 percent per year.2 The IPO of Gold 
unleashed gold’s longstanding currency-like characteristics, 
giving it the potential to become a mainstream investment. 
That potential became tangible with the launch of GLD in 
November 2004. The ETF gathered $1 billion in assets 
under management in just three days, making it very 
tradable almost immediately and allowing exposure to 
gold to rival the ease and efficiency of owning stocks. 

GLD’s arrival made it convenient for multi-asset portfolios 
to include gold. Today, research has shown how the 
modern multi-asset portfolio may be more efficient with 
a strategic allocation to gold playing a crucial role as a 
potential core diversifier.3

Figure 1: IPO of GOLD & SPDR Gold Shares
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“I have directed Secretary Connally to suspend temporarily 
the convertibility of the dollar into gold or other reserve assets, 
except in amounts and conditions determined to be in the 
interest of monetary stability and in the best interests of the 
United States.”
– President Richard Nixon
   (August 15, 1971)
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Sources: From 1900–1967, The dollar price of gold is calculated from the average annual exchange rates of the dollar against the British pound taken from a table published 
for the London and Cambridge Economic Service by Times Newspapers Ltd. as part of The British Economy: Key Statistics. From 1968 — March 19, 2015, the gold price is based on 
the London Gold Fix, a daily survey of spot gold prices conducted by telephone. From March 20, 2015-present, the gold price is based on the LBMA Gold Price, which is determined 
twice each business day (10:30 a.m. and 3:00 p.m. London time) by participants in a physically settled, electronic and tradable auction. All gold prices from 1968-present based on 
data compiled by Bloomberg Finance L.P. Performance quoted of SPDR Gold Shares above represents past performance, which is no guarantee of future results. 
Investment return and principal value will fluctuate, so you may have a gain or loss when shares are sold. Current performance may be higher or lower than 
that quoted. Visit spdrs.com for most recent month end performance.
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“I have directed Secretary Connally to suspend temporarily 
the convertibility of the dollar into gold or other reserve assets, 
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interest of monetary stability and in the best interests of the 
United States.”
– President Richard Nixon
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Sources: From 1900–1967, The dollar price of gold is calculated from the average annual exchange rates of the dollar against the British pound taken from a table published 
for the London and Cambridge Economic Service by Times Newspapers Ltd. as part of The British Economy: Key Statistics. From 1968 — March 19, 2015, the gold price is based on 
the London Gold Fix, a daily survey of spot gold prices conducted by telephone. From March 20, 2015-present, the gold price is based on the LBMA Gold Price, which is determined 
twice each business day (10:30 a.m. and 3:00 p.m. London time) by participants in a physically settled, electronic and tradable auction. All gold prices from 1968-present based on 
data compiled by Bloomberg Finance L.P. Performance quoted of SPDR Gold Shares above represents past performance, which is no guarantee of future results. 
Investment return and principal value will fluctuate, so you may have a gain or loss when shares are sold. Current performance may be higher or lower than 
that quoted. Visit spdrs.com for most recent month end performance.
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“I have directed Secretary Connally to suspend temporarily 
the convertibility of the dollar into gold or other reserve assets, 
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interest of monetary stability and in the best interests of the 
United States.”
– President Richard Nixon
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Sources: From 1900–1967, The dollar price of gold is calculated from the average annual exchange rates of the dollar against the British pound taken from a table published 
for the London and Cambridge Economic Service by Times Newspapers Ltd. as part of The British Economy: Key Statistics. From 1968 — March 19, 2015, the gold price is based on 
the London Gold Fix, a daily survey of spot gold prices conducted by telephone. From March 20, 2015-present, the gold price is based on the LBMA Gold Price, which is determined 
twice each business day (10:30 a.m. and 3:00 p.m. London time) by participants in a physically settled, electronic and tradable auction. All gold prices from 1968-present based on 
data compiled by Bloomberg Finance L.P. Performance quoted of SPDR Gold Shares above represents past performance, which is no guarantee of future results. 
Investment return and principal value will fluctuate, so you may have a gain or loss when shares are sold. Current performance may be higher or lower than 
that quoted. Visit spdrs.com for most recent month end performance.
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Mining Gold’s Potential Strategic Benefits
We see three potential strategic benefits as major reasons 
why multi-asset portfolio managers should consider 
including gold in their portfolios.

1. Increase Portfolio Diversification
When building a multi-asset portfolio, investors must 
consider not only the potential or forecasted risk-return 
characteristics of a particular asset class, but also how that 
asset class or market segment behaves relative to other 
investments. Asset classes with high forecasted risk-
adjusted returns are obviously preferred. But investors 
should also look for asset classes that move differently 
relative to one another.

A low correlation between the asset classes would lower 
portfolio volatility and therefore, all else being equal, 
increase portfolio diversification and enhance the overall 
risk-adjusted return of the portfolio. Figures 2 and 3 depict 
gold’s historical correlation to major equity and bond 
markets. These very low or negative correlations highlight 
the potential long-term diversification benefits of adding 
gold to a multi-asset portfolio.

2. Hedge Tail Risk
Gold has historically been used to provide potential tail 
risk mitigation during times of market stress, as it has 
tended to rise during stock market pullbacks. Figure 4 
shows that gold was able to deliver competitive returns 
and outperformed other asset classes during a number of 
past black swan events. This demonstrates that including 
gold in a multi-asset portfolio may provide portfolio 
managers with a means of moderating market volatility 
and reducing portfolio drawdown. 

Figure 2: Gold has had Low or Negative Correlation with 
Major Equity Markets Since 2000
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Figure 3: Gold has had Low Correlation with Major Bonds 
Markets Since 2000
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“I have directed Secretary Connally to suspend temporarily 
the convertibility of the dollar into gold or other reserve assets, 
except in amounts and conditions determined to be in the 
interest of monetary stability and in the best interests of the 
United States.”
– President Richard Nixon
   (August 15, 1971)

1925 1933 19491941 1956 1964 1972 1980 1987 1995 2003 2011 2018

GLD® Price/Share

Sources: From 1900–1967, The dollar price of gold is calculated from the average annual exchange rates of the dollar against the British pound taken from a table published 
for the London and Cambridge Economic Service by Times Newspapers Ltd. as part of The British Economy: Key Statistics. From 1968 — March 19, 2015, the gold price is based on 
the London Gold Fix, a daily survey of spot gold prices conducted by telephone. From March 20, 2015-present, the gold price is based on the LBMA Gold Price, which is determined 
twice each business day (10:30 a.m. and 3:00 p.m. London time) by participants in a physically settled, electronic and tradable auction. All gold prices from 1968-present based on 
data compiled by Bloomberg Finance L.P. Performance quoted of SPDR Gold Shares above represents past performance, which is no guarantee of future results. 
Investment return and principal value will fluctuate, so you may have a gain or loss when shares are sold. Current performance may be higher or lower than 
that quoted. Visit spdrs.com for most recent month end performance.
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3. Manage Inflation
Gold also has a long track record of offering some potential 
preservation of purchasing power in varying inflationary 
environments. Analyzing gold’s historical price performance 
since 1970 shows that during periods when the annual rate 
of inflation in the US has been below 2 percent, the gold price 
has risen at an average rate of 6.2 percent a year. Moreover, 
during periods of moderate inflation — defined as an annual 
increase between 2 and 5 percent — gold has risen at an 
average rate of 7.7 percent a year. But gold has shown its 
greatest historical effectiveness in preserving purchasing 
power during periods when inflation has been running 
above 5 percent a year. During such times, the gold price 
has increased by an average annual rate of 15.4 percent. 

In addition, the price of gold has been influenced historically 
by real rates of return. One of the main reasons why the gold 
price did not appreciate during the 1980s and 1990s was 
because other asset classes performed so well. Conversely, 
gold has appreciated at times when real returns on assets 
like bonds have been low. We compared gold prices with real 
returns, with real returns calculated by subtracting the US 
core consumer price index (excluding food and energy) from 
the yield of US 10-year Treasury notes (Figure 6). 

Figure 5: Gold Returns in Different Inflation Scenarios*
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Figures 6: Gold Returns vs. Real T-Note Returns 
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Figure 4: Gold as a Tail Risk Hedge — Performance in Market Downturn
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“I have directed Secretary Connally to suspend temporarily 
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– President Richard Nixon
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Sources: From 1900–1967, The dollar price of gold is calculated from the average annual exchange rates of the dollar against the British pound taken from a table published 
for the London and Cambridge Economic Service by Times Newspapers Ltd. as part of The British Economy: Key Statistics. From 1968 — March 19, 2015, the gold price is based on 
the London Gold Fix, a daily survey of spot gold prices conducted by telephone. From March 20, 2015-present, the gold price is based on the LBMA Gold Price, which is determined 
twice each business day (10:30 a.m. and 3:00 p.m. London time) by participants in a physically settled, electronic and tradable auction. All gold prices from 1968-present based on 
data compiled by Bloomberg Finance L.P. Performance quoted of SPDR Gold Shares above represents past performance, which is no guarantee of future results. 
Investment return and principal value will fluctuate, so you may have a gain or loss when shares are sold. Current performance may be higher or lower than 
that quoted. Visit spdrs.com for most recent month end performance.
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In the 1980s, T-notes averaged a real rate of return of 
4.50 percent, and 3.44 percent in the 1990s. Real returns 
continued to drop in the first decade of the new century, 
averaging 2.28 percent. Since the start of this decade, real 
rates have averaged 0.62 percent — the latest sharp drop 
relating to the Global Financial Crisis and the extraordinary 
central bank policies such as quantitative easing that 
followed. The last time real rates were so low was in the 
1970s when they averaged 1.02 percent. Those low real 
rates were one of the major reasons why the price of gold 
appreciated from $43 an ounce at the time of the “IPO of 
Gold” to $512 at the end of 1979. Again, the  disinflationary 
trend over the past 35-plus years and the low-to-negative 
real rates around the world that still prevail have been in 
gold’s favor, as Figure 6 shows.

Case Study: Strategic Allocation to GLD in a 
Global Multi-Asset Portfolio
“A Case for Global Diversification: Harnessing the Global 
Multi-Asset Market Portfolio” by State Street Global 
Advisors’ Investment Solutions Group (ISG)4 examined the 
global investable opportunity set and its implications for 
investors. They defined the Global Multi-Asset Market 
Portfolio (GMP) as the portfolio consisting of all investable 
capital assets, where the proportion invested in each asset 
corresponds to that asset’s market value divided by the sum 
of the market value of all assets in the portfolio. It is the sum 
of all investors’ holdings and a de facto proxy for the 
investable opportunity set available to all investors globally, 
or what is usually known as the ‘market portfolio.’ This 
represents a good starting point for many investors looking 
to build a globally diversified investment portfolio.

Figure 7: Gold ETFs vs. Other Gold Investment Vehicles

Gold ETFs Mutual Funds Gold Futures Gold Mining Stocks Gold Bars or Coins Paper Gold Accounts

Potential Advantages • Transparency

• Intraday Trading  
Capability*

• Mostly backed by 
physical gold

• Mostly actively  
managed 

• May be able to 
generate alpha

• Leverage

• Intraday Trading 
Capability* 

• Relatively large 
positions with 
low commissions 

• Leverage

• Intraday Trading 
Capability*

• Offers operating and 
financial leverage

• Physical possession

• Transparency

• Ease of use

• Transparency

Consideration • Asset-Weighted 
Expense ratio 
(≈37 bps)** 

• Asset-Weighted 
Expense ratio 
(≈102 bps)**

• Management  
of position

• Basis risk

• Have not exhibited 
exhibited perfect 
tracking to gold price 

• Exposed to company 
specific factors

• Transport costs

• Storage costs

• Insurance costs

• Required to pay a 
‘premium’ over spot 

• Not backed by 
physical gold

Trade Characteristics • Tactical and Strategic • Strategic • Tactical • Tactical and Strategic • Strategic • Strategic 

Source: State Street Global Advisors, Bloomberg Finance L.P., as of December 31, 2018.
* There can be no assurance that a liquid market will be maintained.
**  Source: Bloomberg Finance L.P., and SSGA. Based on expense ratios of the 22 currently-listed gold mutual funds and the four currently-listed U.S. gold bullion ETFs, per 

Bloomberg. (Comparison excludes U.S. leveraged and inverse gold bullion ETFs). Asset-weighting more accurately reflects what investors in general are currently paying for 
their exposure.

Figure 8: GLD has had Low Correlation to Other Asset 
Classes in the Hypothetical Portfolio
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Source: Bloomberg Finance L.P., State Street Global Advisors, data from  
January 1, 2005 to December 31, 2018. 
All correlation calculations above derived from monthly total return indices in 
US dollars. 
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Traditionally, investors have used gold tactically with an aim 
to help preserve wealth during market corrections, times of 
geopolitical stress or persistent dollar weakness. However, 
the expanding universe of investable asset classes and the 
relative ease of shifting across different assets mean today’s 
typical multi-asset fund looks different than “balanced” 
stock-and-bond funds of the past. Given gold’s historically 
low or negative correlation with most other asset classes, we 
believe gold should be considered as a core diversifying asset 
with a long-term strategic role in multi-asset portfolios. 

In this paper, we examine how gold, through investing in 
SPDR® Gold Shares (GLD®), may improve the risk-return 
characteristics of a hypothetical multi-asset portfolio that 
includes global stocks, various classes of fixed income, real 
estate, private equity, commodities and, of course, gold. We 
found that holding between 2 percent and 10 percent of GLD 
between January 1, 20051 and December 31, 2018 may have 
improved the hypothetical portfolio’s cumulative returns, 
its Sharpe ratio and lowered its maximum drawdown 
compared to a portfolio without any gold-backed 
investments that is based on the asset weightings 
set forth in Figure 9. 

Gold as an Investable Asset: From IPO to ETF 
Since 1971, when President Nixon removed the US dollar 
from the Gold Standard, the price of gold has increased 
from $43.28 oz. to $1,279.00/oz. at the end of December 
2018. Since that policy move, which we call “The Initial 
Public Offering of Gold,” the dollar gold price has increased 
at an average rate of 7.57 percent per year.2 The IPO of Gold 
unleashed gold’s longstanding currency-like characteristics, 
giving it the potential to become a mainstream investment. 
That potential became tangible with the launch of GLD in 
November 2004. The ETF gathered $1 billion in assets 
under management in just three days, making it very 
tradable almost immediately and allowing exposure to 
gold to rival the ease and efficiency of owning stocks. 

GLD’s arrival made it convenient for multi-asset portfolios 
to include gold. Today, research has shown how the 
modern multi-asset portfolio may be more efficient with 
a strategic allocation to gold playing a crucial role as a 
potential core diversifier.3

Figure 1: IPO of GOLD & SPDR Gold Shares
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“I have directed Secretary Connally to suspend temporarily 
the convertibility of the dollar into gold or other reserve assets, 
except in amounts and conditions determined to be in the 
interest of monetary stability and in the best interests of the 
United States.”
– President Richard Nixon
   (August 15, 1971)

1925 1933 19491941 1956 1964 1972 1980 1987 1995 2003 2011 2018

GLD® Price/Share

Sources: From 1900–1967, The dollar price of gold is calculated from the average annual exchange rates of the dollar against the British pound taken from a table published 
for the London and Cambridge Economic Service by Times Newspapers Ltd. as part of The British Economy: Key Statistics. From 1968 — March 19, 2015, the gold price is based on 
the London Gold Fix, a daily survey of spot gold prices conducted by telephone. From March 20, 2015-present, the gold price is based on the LBMA Gold Price, which is determined 
twice each business day (10:30 a.m. and 3:00 p.m. London time) by participants in a physically settled, electronic and tradable auction. All gold prices from 1968-present based on 
data compiled by Bloomberg Finance L.P. Performance quoted of SPDR Gold Shares above represents past performance, which is no guarantee of future results. 
Investment return and principal value will fluctuate, so you may have a gain or loss when shares are sold. Current performance may be higher or lower than 
that quoted. Visit spdrs.com for most recent month end performance.
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To examine the potential results of adding a 2%, 5% and 10% 
of GLD into a multi-asset portfolio, we constructed 
hypothetical global multi-asset portfolios based on the 
concept of the GMP developed by ISG by: 

• Replicating the asset classes in the GMP with non  
invest-able market indices

• Slightly adjusting each asset weighting in the GMP to 
include commodities and assume no gold exposure at 
the start (Portfolio A)

• Subtracting the weight equally from the equities and 
government-bonds asset classes (two asset classes with 
the highest weights) to add in GLD at 2% (Portfolio B), 
5% (Portfolio C) and 10% (Portfolio D).

Returns of the hypothetical blended portfolios cover the 
period between January 1, 2005 and December 31, 2018, 
and the portfolios are rebalanced every 12 months to 
maintain target portfolio weights.

From the results shown in Figure 10, we found that under 
our hypothetical scenario:

• Portfolios B, C and D had higher Sharpe ratios, lower 
maximum drawdowns and lower standard deviations 
with higher returns compared to Portfolio A; 

• Portfolio D had the highest Sharpe Ratio (0.45) and 
highest cumulative return (111.15%); 

• Portfolio D had the lowest maximum drawdown (-29.43%). 

From a risk-adjusted return perspective, our hypothetical 
blended portfolio results have shown that adding 2%, 5%, 
10% of GLD to the portfolio would have improved Sharpe 
ratios. The results illustrated that this hypothetical scenario 
using broad indices to represent various asset classes that 
includes allocations of anywhere from 2% to 10% to GLD 
right after the ETF’s inception would have outperformed 
multi-asset portfolios with identical exposure to indices 
but without equivalent allocations to GLD. From a risk-
management perspective, hypothetical portfolios with 
a GLD allocation had lower maximum drawdowns. For 
example, a 10% allocation in GLD would have reduced 
maximum drawdown by almost 390 bps compared to 
no allocation in GLD.5

Seek an Dependable and Cost-Effective Way 
to Invest in Gold
Given that that adding a 2% to 10% strategic asset 
allocation to GLD in a hypothetical multi-asset portfolio 
between January 1, 2005 and December 31, 2018 may 
have improved risk-adjusted return and reduced maximum 
drawdown compared to the portfolio without any exposure 
to gold-backed investments, global multi-asset portfolio 
managers should consider the merits of including gold in 
their portfolios.

Figure 9: Asset Class Weightings for Hypothetical Blended Portfolios A, B, C and D
Weighting (%)

Asset Class Index/Fund  Portfolio A Portfolio B Portfolio C Portfolio D

Equity MSCI All Country World Index 40 39 37.5 35

Total Equity 40 39 37.5 35

 Government Bonds Bloomberg Barclays Global Aggregate Government Bond Index 25 24 22.5 20

 IG Credit Bloomberg Barclays Global Aggregate Corporation Bond Index 16 16 16 16

Inflation Linked Bonds Bloomberg Barclays World Inflation Linked Bond Index 2 2 2 2

HY Bonds Bloomberg Barclays Global Corporate High Yield Bond Index 2 2 2 2

EM Debt Bloomberg Barclays Emerging Markets USD Aggregate Bond Index 5 5 5 5

Total Fixed Income 50 49 47.5 45

Real Estate Global Property Research General Index 4 4 4 4

Private Equity LPX Composite Listed Private Equity Index 4 4 4 4

Commodities Bloomberg Commodity Index 2 2 2 2

Gold SPDR® Gold Shares (GLD®) 0 2 5 10

Total Alternative 10 12 15 20

Hypothetical Portfolio Total 100 100 100 100

Source: State Street Global Advisors, as of December 31, 2018.
The asset allocation scenario is for hypothetical purposes only and is not intended to represent a specific asset allocation strategy or recommend a 
particular allocation. Each investor’s situation is unique and asset allocation decisions should be based on an investor’s risk tolerance, time horizon 
and financial situation. It is not possible to invest directly in an index.
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geopolitical stress or persistent dollar weakness. However, 
the expanding universe of investable asset classes and the 
relative ease of shifting across different assets mean today’s 
typical multi-asset fund looks different than “balanced” 
stock-and-bond funds of the past. Given gold’s historically 
low or negative correlation with most other asset classes, we 
believe gold should be considered as a core diversifying asset 
with a long-term strategic role in multi-asset portfolios. 

In this paper, we examine how gold, through investing in 
SPDR® Gold Shares (GLD®), may improve the risk-return 
characteristics of a hypothetical multi-asset portfolio that 
includes global stocks, various classes of fixed income, real 
estate, private equity, commodities and, of course, gold. We 
found that holding between 2 percent and 10 percent of GLD 
between January 1, 20051 and December 31, 2018 may have 
improved the hypothetical portfolio’s cumulative returns, 
its Sharpe ratio and lowered its maximum drawdown 
compared to a portfolio without any gold-backed 
investments that is based on the asset weightings 
set forth in Figure 9. 

Gold as an Investable Asset: From IPO to ETF 
Since 1971, when President Nixon removed the US dollar 
from the Gold Standard, the price of gold has increased 
from $43.28 oz. to $1,279.00/oz. at the end of December 
2018. Since that policy move, which we call “The Initial 
Public Offering of Gold,” the dollar gold price has increased 
at an average rate of 7.57 percent per year.2 The IPO of Gold 
unleashed gold’s longstanding currency-like characteristics, 
giving it the potential to become a mainstream investment. 
That potential became tangible with the launch of GLD in 
November 2004. The ETF gathered $1 billion in assets 
under management in just three days, making it very 
tradable almost immediately and allowing exposure to 
gold to rival the ease and efficiency of owning stocks. 

GLD’s arrival made it convenient for multi-asset portfolios 
to include gold. Today, research has shown how the 
modern multi-asset portfolio may be more efficient with 
a strategic allocation to gold playing a crucial role as a 
potential core diversifier.3
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“I have directed Secretary Connally to suspend temporarily 
the convertibility of the dollar into gold or other reserve assets, 
except in amounts and conditions determined to be in the 
interest of monetary stability and in the best interests of the 
United States.”
– President Richard Nixon
   (August 15, 1971)
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Sources: From 1900–1967, The dollar price of gold is calculated from the average annual exchange rates of the dollar against the British pound taken from a table published 
for the London and Cambridge Economic Service by Times Newspapers Ltd. as part of The British Economy: Key Statistics. From 1968 — March 19, 2015, the gold price is based on 
the London Gold Fix, a daily survey of spot gold prices conducted by telephone. From March 20, 2015-present, the gold price is based on the LBMA Gold Price, which is determined 
twice each business day (10:30 a.m. and 3:00 p.m. London time) by participants in a physically settled, electronic and tradable auction. All gold prices from 1968-present based on 
data compiled by Bloomberg Finance L.P. Performance quoted of SPDR Gold Shares above represents past performance, which is no guarantee of future results. 
Investment return and principal value will fluctuate, so you may have a gain or loss when shares are sold. Current performance may be higher or lower than 
that quoted. Visit spdrs.com for most recent month end performance.
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While investment in physical gold bullion is the most direct 
way to invest in gold, it may involve higher ongoing costs for 
transport, storage and insurance. Gold mining companies 
may be influenced by the gold price, but their growth and 
performance also depend on effective management, 
production costs, reserves and exploration, among other 
factors. Gold futures are widely used by investors looking for 
exposure to gold and have the benefit of being traded in 
standardized contracts on exchanges. Futures do not 
require full funding up front, which may be preferable to 
those investors looking for leverage, but the requirement to 
regularly roll futures contracts to maintain exposure does 
mean ongoing management of the gold position is required 
for a longer-term strategic allocation.

US-listed mutual funds with a precious metal strategy on 
average are more expensive than gold ETFs.6 US mutual 
funds focused on precious metals together have an asset-
weighted average expense ratio of just below 102 basis points 
compared with an asset-weighted average expense ratio of 
about 37 bps for US-listed ETFs backed by physical gold. 
Also, investing in physical-backed gold ETFs, like GLD, may 
help to eliminate many of the issues mentioned above as this 
investment vehicle seeks to provide a cost-effective way to 
track the price of gold.

The “IPO of Gold” helped legitimize gold as an asset class in 
1971 and the arrival of GLD in November 2004 transformed 
gold into an accessible mainstream investment. We believe 
that as the size and the number of investable asset classes 
continue to grow, gold, an asset with historically low and 
negative correlation with other asset classes, ought to play 
a more central strategic role in multi-asset portfolios.

SPDR® Gold Shares Standard Performance as of December 31, 2018

1 Month (%) QTD (%) YTD (%) 1 Year (%) 3 Years (%) 5 Years (%) 10 Years (%)

Since
Inception

11/18/2004 (%)

Quarter End

NAV 5.23 7.84 -1.54 -1.54 6.03 0.90 3.59 7.40

Market Value 4.94 7.53 -1.94 -1.94 6.11 0.86 3.43 7.31

LBMA Gold Price PM 5.05 7.73 -0.93 -0.93 6.45 1.21 3.93 7.81

Performance quoted represents past performance, which is no guarantee of future results. Investment return and principal value will fluctuate, so you 
may have a gain or loss when shares are sold. Current performance may be higher or lower than that quoted. Visit spdrs.com for most recent month 
end performance. 
Gross Expense Ratio: 0.40%. The gross expense ratio is the fund’s total annual operating expense ratio. It is gross of any fee waivers or expense reimbursements. It can be found in 
the fund’s most recent prospectus.

Figure 10: Hypothetical Blended Portfolio Results

Hypothetical Portfolio
GLD  

Allocation %
Annualized 

 Return %
Cumulative 

 Return %
Annualized 

Standard Deviation % Sharpe Ratio*
Maximum  

Drawdown (%)

A 0 5.10 100.75 9.51 0.40 -33.29

B 2 5.17 102.50 9.45 0.41 -32.54

C 5 5.29 105.90 9.36 0.43 -31.39

D 10 5.48 111.15 9.30 0.45 -29.43

* Assumes risk-free rate of Citigroup 3-month T-bills.
Source: Bloomberg Finance L.P., FactSet, State Street Global Advisors, as of December 31, 2018.
Past performance is not a guarantee of future results. The impact of adding GLD to an investor’s portfolio will vary based upon an investor’s asset allocation 
decisions and market performance, among other things. Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns 
reflect all items of income, gain and loss and the reinvestment of dividends and other income. Returns do not represent those of a specific product but were 
achieved by mathematically combining the actual performance data of the constituents as listed in Figure 9, according to their weightings detailed in Figure 9. 
Performance of the hypothetical blended portfolio assumes no transaction and rebalancing costs, so actual results will differ. Performance of SPDR® Gold 
Shares (GLD®) reflects annual expense ratio of 0.40 percent.
All data based on monthly measures of performance.
GLD’s performance quoted represents past performance, which is no guarantee of future results. Investment return and principal value will fluctuate, so you 
may have a gain or loss when shares are sold. Current performance may be higher or lower than that quoted.
Visit spdrs.com for most recent month end performance.
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In this paper, we examine how gold, through investing in 
SPDR® Gold Shares (GLD®), may improve the risk-return 
characteristics of a hypothetical multi-asset portfolio that 
includes global stocks, various classes of fixed income, real 
estate, private equity, commodities and, of course, gold. We 
found that holding between 2 percent and 10 percent of GLD 
between January 1, 20051 and December 31, 2018 may have 
improved the hypothetical portfolio’s cumulative returns, 
its Sharpe ratio and lowered its maximum drawdown 
compared to a portfolio without any gold-backed 
investments that is based on the asset weightings 
set forth in Figure 9. 

Gold as an Investable Asset: From IPO to ETF 
Since 1971, when President Nixon removed the US dollar 
from the Gold Standard, the price of gold has increased 
from $43.28 oz. to $1,279.00/oz. at the end of December 
2018. Since that policy move, which we call “The Initial 
Public Offering of Gold,” the dollar gold price has increased 
at an average rate of 7.57 percent per year.2 The IPO of Gold 
unleashed gold’s longstanding currency-like characteristics, 
giving it the potential to become a mainstream investment. 
That potential became tangible with the launch of GLD in 
November 2004. The ETF gathered $1 billion in assets 
under management in just three days, making it very 
tradable almost immediately and allowing exposure to 
gold to rival the ease and efficiency of owning stocks. 

GLD’s arrival made it convenient for multi-asset portfolios 
to include gold. Today, research has shown how the 
modern multi-asset portfolio may be more efficient with 
a strategic allocation to gold playing a crucial role as a 
potential core diversifier.3

Figure 1: IPO of GOLD & SPDR Gold Shares
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“I have directed Secretary Connally to suspend temporarily 
the convertibility of the dollar into gold or other reserve assets, 
except in amounts and conditions determined to be in the 
interest of monetary stability and in the best interests of the 
United States.”
– President Richard Nixon
   (August 15, 1971)
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Sources: From 1900–1967, The dollar price of gold is calculated from the average annual exchange rates of the dollar against the British pound taken from a table published 
for the London and Cambridge Economic Service by Times Newspapers Ltd. as part of The British Economy: Key Statistics. From 1968 — March 19, 2015, the gold price is based on 
the London Gold Fix, a daily survey of spot gold prices conducted by telephone. From March 20, 2015-present, the gold price is based on the LBMA Gold Price, which is determined 
twice each business day (10:30 a.m. and 3:00 p.m. London time) by participants in a physically settled, electronic and tradable auction. All gold prices from 1968-present based on 
data compiled by Bloomberg Finance L.P. Performance quoted of SPDR Gold Shares above represents past performance, which is no guarantee of future results. 
Investment return and principal value will fluctuate, so you may have a gain or loss when shares are sold. Current performance may be higher or lower than 
that quoted. Visit spdrs.com for most recent month end performance.
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1 SPDR Gold Shares was listed on the New York Stock Exchange on November 
18,2004, so returns of our hypothetical blended portfolio began with the first full 
year of GLD’s existence.

2 Bloomberg Finance L.P., State Street Global Advisors, August 13, 1971– 
December 31, 2018.

3 Frederic Dodard and Abigail Greenway, A Case For Global Diversification: 
Harnessing the Global Multi-Asset Market Portfolio, IQ Insights, State Street Global 
Advisors, ISG EMEA, 2015.

4 Ibid. 
5 Maximum portfolio loss for Portfolio A, B, C and D occurred during 2007–2009, 

at the height of the global financial crisis.
6 Source: Bloomberg Finance L.P. and State Street Global Advisors. Based on expense 

ratios of the 22 currently-listed gold mutual funds and the four currently-listed US 
gold bullion ETFs, per Bloomberg. (Comparison excludes US leveraged and inverse 
gold bullion ETFs). Asset-weighting more accurately reflects what investors in 
general are currently paying for their exposure.

Glossary

10-Year U.S. Treasury Note A debt obligation issued by the US government that 
matures in 10 years. The debt pays interest at a fixed rate once every six months 
and pays the face value to the holder at maturity.

Black Swan An event that is beyond what is normally in the realm of what is 
expected and is thus very difficult to foresee. The term was made popular by 
Nassim Nicholas Taleb, a finance professor and trader who has authored a number 
of books on uncertainty, including “The Black Swan,” a discussion on the impact of 
random events. 

Bloomberg Barclays Emerging Markets USD Aggregate Index A hard 
currency emerging markets debt benchmark that includes US dollar-denominated debt 
from sovereign, quasi-sovereign, and corporate issuers in the developing markets.

Bloomberg Barclays Euro-Aggregate Corporate Bond Index A rules-based 
benchmark measuring investment grade, euro-denominated, fixed rate issued by 
corporations. Only bonds with a maturity of 1 year and above are eligible.

Bloomberg Barclays Global Aggregate Corporate Bond Index A benchmark 
of global investment-grade, fixed-rate corporate debt. This multi-currency benchmark 
includes bonds from developed and emerging markets issuers within the industrial, 
utility and financial sectors.

Bloomberg Barclays Global Aggregate Government Bond Index A benchmark 
that provides a broad-based measure of the global investment-grade fixed income 
markets, with a focus on Treasuries and government-related debt from both 
developed- and emerging-market issuers. 

Bloomberg Barclays Global Corporate High Yield Bond Index A multi-currency 
fixed-income benchmark of the global high yield debt market. The index represents 
the union of the US High Yield, the Pan-European High Yield, and Emerging Markets 
(EM) Hard Currency High Yield Indices. The high yield and emerging markets sub-
components are mutually exclusive.

Bloomberg Barclays World Inflation Linked Bond Index A fixed-income 
benchmark that measures the performance of investment grade, government 
inflation-linked debt from 12 different developed-market countries.

Bloomberg Barclays U.S. Aggregate Bond Index A benchmark that provides a 
measure of the performance of the U.S. dollar denominated investment grade bond 
market. The “Agg” includes investment-grade government bonds, investment-grade 
corporate bonds, mortgage pass through securities, commercial mortgage backed 
securities and asset backed securities that are publicly for sale in the US.

Bloomberg Barclays U.S. Corporate Bond Index A fixed-income benchmark 
that measures the investment-grade, fixed-rate, taxable corporate bond market. It 
includes USD denominated securities publicly issued by US and non-US industrial, 
utility and financial issuers.

Bloomberg Barclays Emerging Markets USD Aggregate Index A hard 
currency emerging markets debt benchmark that includes US dollar-denominated debt 
from sovereign, quasi-sovereign, and corporate issuers in the developing markets.

Bloomberg Barclays U.S. High Yield Corporate Bond Index The Barclays 
U.S. High Yield Index covers the universe of fixed rate, non-investment grade debt. 
Eurobonds and debt issues from countries designated as emerging markets (sovereign 
rating of Baa1/BBB+/BBB+ and below using the middle of Moody’s, S&P, and Fitch) 
are excluded, but Canadian and global bonds (SEC registered) of issuers in non-EMG 
countries are included. The index includes both corporate and non-corporate sectors.

Bloomberg Barclays U.S. Treasury Bond Index A benchmark of US dollar-
denominated, fixed-rate, nominal debt issued by the US Treasury. Treasury bills are 
excluded by the maturity constraint, but are part of a separate Short Treasury Index.

Bloomberg Commodity Index A broadly diversified commodity price index 
distributed by Bloomberg Indexes that tracks 22 commodity futures and seven 
sectors. No one commodity can compose less than 2 percent or more than 15 
percent of the index, and no sector can represent more than 33 percent of the index.

Brexit An abbreviation of the term “British Exit” referring to the UK referendum 
on June 23, 2016 that resulted in the country’s decision to withdraw from the 
European Union.

CPI, or Consumer Price Index A widely used measure of inflation at the consumer 
level that helps to evaluate changes in cost of living. 

Debt Ceiling Crisis A contentious debate in July 2011 regarding the maximum 
amount of money that the US government should be allowed to borrow. Congress 
did end up immediately raising the “debt ceiling” by $400 billion, from $14.3 trillion 
to $14.7 trillion, with the possibility of future increases included in the agreement as 
well, but the contentious nature of the debate led Standard and Poor’s to downgrade 
the US’credit rating from AAA to AA+, even though the U.S. did not default. 

Fiat Currency Currency that a government declares to be legal tender, but that it is 
not backed by a physical commodity. The value of fiat money is linked to supply and 
demand rather than the value of the material that the money is made of, such as gold 
or silver historically. Fiat money’s value is instead based solely on the faith and credit 
of the economy. 

Global Financial Crisis The economic crisis that occurred from 2007-2009 that is 
generally considered biggest economic challenge since the Great Depression of the 
1930s. The GFC was triggered largely by the sub-prime mortgage crisis, which led 
to the collapse of systemically vital US investment banks such as Lehman Brothers. 
The crisis began with the collapse of two Bear Stearns hedge funds in June 2007, 
and the stabilization period began in late 2008 and continued until the end of 2009.

Global Property Research General Index A broad-based global real estate 
benchmark that contains all listed real estate companies that conform to General 
Property Research’s index-qualification rules, bringing the number of index 
constituents to more than 650. The index’s inception date was Dec. 31 1983. 

Gold Standard A monetary standard under which the basic unit of currency is 
defined by a stated quantity of gold. In 1971 US President Richard Nixon ended 
the ability to convert US dollars into gold at the fixed price of $35 per ounce. 

LBMA Gold Price The LBMA Gold Price is determined twice each business day — 
10:30 a.m. London time (i.e., the LBMA Gold Price AM) and 3:00 p.m. London time 
(i.e., the LBMA Gold Price PM) by the participants in a physically settled, electronic 
and tradable auction.

LPX Composite Listed Private Equity Index A broad global listed private equity 
index whose number of constituents is not limited. The LPX Composite includes 
all major private equity companies listed on global stock exchanges that fulfils the 
index provider’s liquidity criteria. The index composition is well diversified across 
listed private equity categories, styles, regions and vintage years. The index has 
two versions: a price index (PI) and a total return index (TR) that includes all payouts. 

MSCI ACWI Index, or MSCI All Country World Index A free-float weighted 
global equity index that includes companies in 23 emerging market countries and 23 
developed market countries and is designed to be a proxy for most of the investable 
equities universe around the world. 

The Role of Gold in Today’s Global 
Multi-Asset Portfolio
January 2019   |   By George Milling-Stanley, Head of Gold Strategy, Global SPDR ETFs, Robin Tsui, APAC Gold Strategist,  
Global SPDR ETFs and Diego Andrade, Senior Gold Research Strategist, Global SPDR ETFs

Traditionally, investors have used gold tactically with an aim 
to help preserve wealth during market corrections, times of 
geopolitical stress or persistent dollar weakness. However, 
the expanding universe of investable asset classes and the 
relative ease of shifting across different assets mean today’s 
typical multi-asset fund looks different than “balanced” 
stock-and-bond funds of the past. Given gold’s historically 
low or negative correlation with most other asset classes, we 
believe gold should be considered as a core diversifying asset 
with a long-term strategic role in multi-asset portfolios. 

In this paper, we examine how gold, through investing in 
SPDR® Gold Shares (GLD®), may improve the risk-return 
characteristics of a hypothetical multi-asset portfolio that 
includes global stocks, various classes of fixed income, real 
estate, private equity, commodities and, of course, gold. We 
found that holding between 2 percent and 10 percent of GLD 
between January 1, 20051 and December 31, 2018 may have 
improved the hypothetical portfolio’s cumulative returns, 
its Sharpe ratio and lowered its maximum drawdown 
compared to a portfolio without any gold-backed 
investments that is based on the asset weightings 
set forth in Figure 9. 

Gold as an Investable Asset: From IPO to ETF 
Since 1971, when President Nixon removed the US dollar 
from the Gold Standard, the price of gold has increased 
from $43.28 oz. to $1,279.00/oz. at the end of December 
2018. Since that policy move, which we call “The Initial 
Public Offering of Gold,” the dollar gold price has increased 
at an average rate of 7.57 percent per year.2 The IPO of Gold 
unleashed gold’s longstanding currency-like characteristics, 
giving it the potential to become a mainstream investment. 
That potential became tangible with the launch of GLD in 
November 2004. The ETF gathered $1 billion in assets 
under management in just three days, making it very 
tradable almost immediately and allowing exposure to 
gold to rival the ease and efficiency of owning stocks. 

GLD’s arrival made it convenient for multi-asset portfolios 
to include gold. Today, research has shown how the 
modern multi-asset portfolio may be more efficient with 
a strategic allocation to gold playing a crucial role as a 
potential core diversifier.3

Figure 1: IPO of GOLD & SPDR Gold Shares
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“I have directed Secretary Connally to suspend temporarily 
the convertibility of the dollar into gold or other reserve assets, 
except in amounts and conditions determined to be in the 
interest of monetary stability and in the best interests of the 
United States.”
– President Richard Nixon
   (August 15, 1971)
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GLD® Price/Share

Sources: From 1900–1967, The dollar price of gold is calculated from the average annual exchange rates of the dollar against the British pound taken from a table published 
for the London and Cambridge Economic Service by Times Newspapers Ltd. as part of The British Economy: Key Statistics. From 1968 — March 19, 2015, the gold price is based on 
the London Gold Fix, a daily survey of spot gold prices conducted by telephone. From March 20, 2015-present, the gold price is based on the LBMA Gold Price, which is determined 
twice each business day (10:30 a.m. and 3:00 p.m. London time) by participants in a physically settled, electronic and tradable auction. All gold prices from 1968-present based on 
data compiled by Bloomberg Finance L.P. Performance quoted of SPDR Gold Shares above represents past performance, which is no guarantee of future results. 
Investment return and principal value will fluctuate, so you may have a gain or loss when shares are sold. Current performance may be higher or lower than 
that quoted. Visit spdrs.com for most recent month end performance.
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Real Rate of Return The return realized on an investment, usually expressed 
annually as a percentage, which is adjusted to reflect the effects of inflation or other 
external factors, on the so-called nominal return. The real rate of return is calculated 
as follows: Real Rate of Return = Nominal Interest Rate — Inflation. Sharpe Ratio A 
measure for calculating risk-adjusted returns that has become the industry standard 
for such calculations. It was developed by Nobel laureate William F. Sharpe. The 
Sharpe ratio is the average return earned in excess of the risk-free rate per unit of 
volatility or total risk. The higher the Sharpe ratio the better.

Sharpe Ratio A measure for calculating risk-adjusted returns that has become 
the industry standard for such calculations. It was developed by Nobel laureate 
William F. Sharpe. The Sharpe ratio is the average return earned in excess of the  
risk-free rate per unit of volatility or total risk. The higher the Sharpe ratio the better.

Sovereign Debt Crisis A period of time beginning in 2008 when several European 
countries on the periphery of the Eurozone became unable to repay or refinance 
government debt or bail out banks without the assistance of the European Central 
Bank and the International Monetary Fund. It was brought to heel in July 2012 
with the ECB’s pledge to save the euro and the Eurozone at all costs. While the 
crisis began with the collapse of Icelandic and Irish banks, it became largely focused 
on southern European countries — mainly Greece, but also Spain, Portugal and 
even Italy.

Standard Deviation A statistical measure of volatility that quantifies the historical 
dispersion of a security, fund or index around an average. Investors use standard 
deviation to measure expected risk or volatility, and a higher standard deviation 
means the security has tended to show higher volatility or price swings in the past. 
As an example, for a normally distributed return series, about two-thirds of the time 
returns will be within 1 standard deviation of the average return.

ssga.com 

Hypothetical Blended Portfolio Performance Methodology 

Returns shown in Figure 10 do not represent those of a fund but were achieved by 
mathematically combining the actual performance data of MSCI AC World Daily TR 
Index, Bloomberg Barclays Global Aggregate Government Bond Index, Bloomberg 
Barclays Aggregate Global Corporate Bond Index, Bloomberg Barclays Emerging 
Markets Debt Index, Global Property Research General Index, S&P Listed Private 
Equity Index, Bloomberg Barclays World Inflation Linked Bond Index, Bloomberg 
Barclays Global Corporate High Yield Index, S&P GSCI Index, and SPDR® Gold 
Shares (GLD®) between January 1, 2005 and December 31, 2018. Each portfolio 
is re-balanced at the beginning of each year to maintain target portfolio weights. 
The performance assumes no transaction and rebalancing costs, so actual results 
will differ. It is not possible to invest directly in an index. Performance of GLD reflects 
annual expense ratio of 0.40%. The impact of adding GLD to an investor’s portfolio 
will vary based upon an investor’s asset allocation decisions and market performance, 
among other things.

Important Risk Information 

The views expressed in this material are the views of George Milling- Stanley, 
Robin Tsui and Diego Andrade and are subject to change based on market and other 
conditions. This document contains certain statements that may be deemed forward-
looking statements. Please note that any such statements are not guarantees of any 
future performance and actual results or developments may differ materially from 
those projected. 

All information has been obtained from sources believed to be reliable, but its 
accuracy is not guaranteed. There is no representation or warranty as to the current 

accuracy, reliability or completeness of, nor liability for, decisions based on such 
information and it should not be relied on as such. 

The information provided does not constitute investment advice and it should not be 
relied on as such. It does not take into account any investor’s particular investment 
objectives, strategies, tax status or investment horizon. You should consult your tax 
and financial advisor. All material has been obtained from sources believed to be 
reliable. There is no representation or warranty as to the accuracy of the information 
and State Street shall have no liability for decisions based on such information. 

ETFs trade like stocks, are subject to investment risk, fluctuate in market value and 
may trade at prices above or below the ETFs’ net asset value. Brokerage commissions 
and ETF expenses will reduce returns. 

While the shares of ETFs are tradable on secondary markets, they may not readily 
trade in all market conditions and may trade at significant discounts in periods of 
market stress. 

There can be no assurance that a liquid market will be maintained for ETF shares. 

Commodities and commodity-index linked securities may be affected by changes 
in overall market movements, changes in interest rates, and other factors such as 
weather, disease, embargoes, or political and regulatory developments, as well as 
trading activity of speculators and arbitrageurs in the underlying commodities.

Government bonds and corporate bonds generally have more moderate short-term 
price fluctuations than stocks, but provide lower potential long-term returns. 

Foreign investments involve greater risks than US investments, including political and 
economic risks and the risk of currency fluctuations, all of which may be magnified in 
emerging markets. 

The Role of Gold in Today’s Global 
Multi-Asset Portfolio
January 2019   |   By George Milling-Stanley, Head of Gold Strategy, Global SPDR ETFs, Robin Tsui, APAC Gold Strategist,  
Global SPDR ETFs and Diego Andrade, Senior Gold Research Strategist, Global SPDR ETFs

Traditionally, investors have used gold tactically with an aim 
to help preserve wealth during market corrections, times of 
geopolitical stress or persistent dollar weakness. However, 
the expanding universe of investable asset classes and the 
relative ease of shifting across different assets mean today’s 
typical multi-asset fund looks different than “balanced” 
stock-and-bond funds of the past. Given gold’s historically 
low or negative correlation with most other asset classes, we 
believe gold should be considered as a core diversifying asset 
with a long-term strategic role in multi-asset portfolios. 

In this paper, we examine how gold, through investing in 
SPDR® Gold Shares (GLD®), may improve the risk-return 
characteristics of a hypothetical multi-asset portfolio that 
includes global stocks, various classes of fixed income, real 
estate, private equity, commodities and, of course, gold. We 
found that holding between 2 percent and 10 percent of GLD 
between January 1, 20051 and December 31, 2018 may have 
improved the hypothetical portfolio’s cumulative returns, 
its Sharpe ratio and lowered its maximum drawdown 
compared to a portfolio without any gold-backed 
investments that is based on the asset weightings 
set forth in Figure 9. 

Gold as an Investable Asset: From IPO to ETF 
Since 1971, when President Nixon removed the US dollar 
from the Gold Standard, the price of gold has increased 
from $43.28 oz. to $1,279.00/oz. at the end of December 
2018. Since that policy move, which we call “The Initial 
Public Offering of Gold,” the dollar gold price has increased 
at an average rate of 7.57 percent per year.2 The IPO of Gold 
unleashed gold’s longstanding currency-like characteristics, 
giving it the potential to become a mainstream investment. 
That potential became tangible with the launch of GLD in 
November 2004. The ETF gathered $1 billion in assets 
under management in just three days, making it very 
tradable almost immediately and allowing exposure to 
gold to rival the ease and efficiency of owning stocks. 

GLD’s arrival made it convenient for multi-asset portfolios 
to include gold. Today, research has shown how the 
modern multi-asset portfolio may be more efficient with 
a strategic allocation to gold playing a crucial role as a 
potential core diversifier.3

Figure 1: IPO of GOLD & SPDR Gold Shares
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“I have directed Secretary Connally to suspend temporarily 
the convertibility of the dollar into gold or other reserve assets, 
except in amounts and conditions determined to be in the 
interest of monetary stability and in the best interests of the 
United States.”
– President Richard Nixon
   (August 15, 1971)
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Sources: From 1900–1967, The dollar price of gold is calculated from the average annual exchange rates of the dollar against the British pound taken from a table published 
for the London and Cambridge Economic Service by Times Newspapers Ltd. as part of The British Economy: Key Statistics. From 1968 — March 19, 2015, the gold price is based on 
the London Gold Fix, a daily survey of spot gold prices conducted by telephone. From March 20, 2015-present, the gold price is based on the LBMA Gold Price, which is determined 
twice each business day (10:30 a.m. and 3:00 p.m. London time) by participants in a physically settled, electronic and tradable auction. All gold prices from 1968-present based on 
data compiled by Bloomberg Finance L.P. Performance quoted of SPDR Gold Shares above represents past performance, which is no guarantee of future results. 
Investment return and principal value will fluctuate, so you may have a gain or loss when shares are sold. Current performance may be higher or lower than 
that quoted. Visit spdrs.com for most recent month end performance.
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Asset Allocation is a method of diversification which positions assets among major 
investment categories. Asset Allocation may be used in an effort to manage risk and 
enhance returns. It does not, however, guarantee a profit or protect against loss. 
Diversification does not ensure a profit or guarantee against loss. 

Investments in small-sized companies may involve greater risks than in those of 
larger, better known companies. 

Equity securities may fluctuate in value in response to the activities of individual 
companies and general market and economic conditions. 

Bonds generally present less short-term risk and volatility than stocks, but contain 
interest rate risk (as interest rates raise, bond prices usually fall); issuer default 
risk; issuer credit risk; liquidity risk; and inflation risk. These effects are usually 
pronounced for longer-term securities. Any fixed income security sold or redeemed 
prior to maturity may be subject to a substantial gain or loss. 

International Government bonds and corporate bonds generally have more  
moderate short-term price fluctuations than stocks, but provide lower potential  
long-term returns. 

Increase in real interest rates can cause the price of inflation-protected debt 
securities to decrease. Interest payments on inflation-protected debt securities 
can be unpredictable. 

Investing in high yield fixed income securities, otherwise known as junk bonds, 
is considered speculative and involves greater risk of loss of principal and interest 
than investing in investment grade fixed income securities. These Lower-quality 
debt securities involve greater risk of default or price changes due to potential 
changes in the credit quality of the issuer. 

Investing in futures is highly risky. Futures positions are considered highly leveraged 
because the initial margins are significantly smaller than the cash value of the 
contracts. The smaller the value of the margin in comparison to the cash value of the 
futures contract, the higher the leverage. There are a number of risks associated with 
futures investing including but not limited to counterparty credit risk, currency risk, 
derivatives risk, foreign issuer exposure risk, sector concentration risk, leveraging and 
liquidity risks. 

Derivative investments may involve risks such as potential illiquidity of the markets 
and additional risk of loss of principal. 

The use of leverage, as part of the investment process, can multiply market 
movements into greater changes in an investment’s value, thus resulting in 
increased volatility of returns.

Growth stocks may underperform stocks in other broad style categories (and the 
stock market as a whole) over any period of time and may shift in and out of favor 
with investors generally, sometimes rapidly. 

Frequent trading of ETFs could significantly increase commissions and other 
costs such that they may offset any savings from low fees or costs. 

The trademarks and service marks referenced herein are the property of their 
respective owners. Third party data providers make no warranties or representations 
of any kind relating to the accuracy, completeness or timeliness of the data and have 
no liability for damages of any kind relating to the use of such data. 

Investing in commodities entails significant risk and is not appropriate for 
all investors. 

Important risk information

Investing involves risk, and you could lose money on an investment in SPDR® Gold 
Trust (“GLD®”). 

ETFs trade like stocks, are subject to investment risk, fluctuate in market value and 
may trade at prices above or below the ETFs’ net asset value. Brokerage commissions 
and ETF expenses will reduce returns.

Commodities and commodity-index linked securities may be affected by changes 
in overall market movements, changes in interest rates, and other factors such as 
weather, disease, embargoes, or political and regulatory developments, as well as 
trading activity of speculators and arbitrageurs in the underlying commodities.

Frequent trading of ETFs could significantly increase commissions and other costs 
such that they may offset any savings from low fees or costs.

Diversification does not ensure a profit or guarantee against loss.

Investing in commodities entails significant risk and is not appropriate for 
all investors.

Important Information Relating to SPDR® Gold Trust (“GLD®”):

The SPDR Gold Trust (“GLD”) has filed a registration statement (including 
a prospectus) with the Securities and Exchange Commission (“SEC”) 
for the offering to which this communication relates. Before you invest, 
you should read the prospectus in that registration statement and other 
documents GLD has filed with the SEC for more complete information about 
GLD and this offering. Please see the GLD prospectus for a more detailed 
discussion of the risks of investing in GLD shares. The GLD prospectus is 
available by clicking here. You may get these documents for free by visiting 
EDGAR on the SEC website at sec.gov or by visiting spdrgoldshares.com. 
Alternatively, the Trust or any authorized participant will arrange to send 
you the prospectus if you request it by calling 866.320.4053.

GLD is not an investment company registered under the Investment Company Act 
of 1940 (the “1940 Act”) and is not subject to regulation under the Commodity 
Exchange Act of 1936 (the “CEA”). As a result, shareholders of the Trust do not have 
the protections associated with ownership of shares in an investment company 
registered under the 1940 Act or the protections afforded by the CEA.

GLD shares trade like stocks, are subject to investment risk and will fluctuate in 
market value. The value of GLD shares relates directly to the value of the gold held 
by GLD (less its expenses), and fluctuations in the price of gold could materially and 
adversely affect an investment in the shares. The price received upon the sale of the 
shares, which trade at market price, may be more or less than the value of the gold 
represented by them. GLD does not generate any income, and as GLD regularly sells 
gold to pay for its ongoing expenses, the amount of gold represented by each Share 
will decline over time to that extent.

The World Gold Council name and logo are a registered trademark and used with the 
permission of the World Gold Council pursuant to a license agreement. The World 
Gold Council is not responsible for the content of, and is not liable for the use of or 
reliance on, this material. World Gold Council is an affiliate of GLD’s sponsor. 

GLD® is a registered trademark of World Gold Trust Services, LLC used with the 
permission of World Gold Trust Services, LLC.

Standard & Poor’s®, S&P® and SPDR® are registered trademarks of Standard 
& Poor’s Financial Services LLC, a division of S&P Global (S&P); Dow Jones is a 
registered trademark of Dow Jones Trademark Holdings LLC (Dow Jones); and these 
trademarks have been licensed for use by S&P Dow Jones Indices LLC (SPDJI) 
and sublicensed for certain purposes by State Street Corporation. State Street 
Corporation’s financial products are not sponsored, endorsed, sold or promoted by 
SPDJI, Dow Jones, S&P, their respective affiliates and third party licensors and none 
of such parties makes any representation regarding the advisability of investing in 
such product(s) nor do they have any liability in relation thereto.

For more information, please contact the Marketing Agent for GLD:  
State Street Global Advisors Funds Distributors, LLC, One Iron Street, 
Boston, MA, 02210; T: +1 866 320 4053 spdrgoldshares.com.

Before investing, consider the funds’ investment objectives, 
risks, charges and expenses. To obtain a prospectus which 
contains this and other information, call 866.787.2257 or visit  
spdrs.com. Read it carefully.



For 14 years, State Street Global Advisors, in partnership  
with the World Gold Council, has been committed to creating  
innovative ways to access gold.

$33.6B
in gold ETF assets*

State Street Global Advisors A leader in gold ETFs

*Source: Bloomberg Finance L.P & 
State Street Global Advisors, as of date 
1/10/2019. Figure represents assets 
for which State Street Global Advisors 
Funds Distributors, LLC (“SSGAFD”) 
serves as marketing agent.  

SSGAFD, located at One Iron Street 
Boston, MA 02210, is not registered to
trade or “distribute” in Canada, or any

local jurisdiction therein. 
The information provided herein does 
not constitute any form of financial 
opinion or investment advice on the 
part of State Street Global Advisors, 
Ltd. (“SSGA Canada”) or any of its 
affiliates and it should not be relied 
on as such. It does not constitute a 
prospectus, offering memorandum or 
private placement memorandum in 

Canada, and may not be used in making 
any investment decision. It should not 
be considered a solicitation to buy or an 
offer to sell a security in any jurisdiction. 
It does not take into account any inves-
tor’s particular investment objectives, 
strategies, tax status or investment 
horizon. We encourage you to consult 
your tax or financial advisor.
This document may not be disclosed, 

distributed, copied, reproduced or used 
(in whole or in part) for any purpose 
without the express written consent of 
SSGA Canada.
SSGA Canada is an affiliate of SSGAFD. 
SSGA Canada and each of its affiliates 
expressly disclaims any and all liability 
which may be based on this document 
and/or any error herein or omission 
here from. 
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For more information
Please visit ssga.com or contact:  
Bobby Eng, CIMA®, Head of SPDR ETF - Canada  
bobby_eng@ssga.com 647-775-6469
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Three Crucial ETF Facts

ETF Facts contain much of the typical information about ETFs that can normally be found on the sponsoring 
companies’ websites, such as manager information, what the fund invests in, how it has performed, fee 
information, etc. However, the ETF Facts also contain a number of informative metrics that had not previously 
been disclosed and cannot be found in typical marketing material. This includes average daily trading volume, 
number of days traded, and average bid/ask spread. Let’s examine what these mean, and how Canadian ETFs 
stack up for each of these measures.

All three of these data points require historical market data, so ETFs that do not have 12 months of history will 
not provide this information. Based on information from Fundata’s extensive database, of the 834 ETFs with ETF 
Facts available, 574 have at least some of these data points. 

Average Daily Volume 
This is simply the average number of units traded each day over a 12-month period. A lower trading-volume 
number does not necessarily mean that an ETF is less liquid, as this is determined mainly by the liquidity of the 
underlying holdings. Lower volumes could indicate, however, that an ETF is not very popular.

The average volume ranges from 8.5 million units per day all the way down to 40 units per day. The highest 
volume belongs to Canada’s largest ETF by assets under management (AUM), the iShares S&P/TSX 60 Index 
ETF (TSX: XIU). The lowest-volume offering belongs to the USD version of the BMO Long-Term US Treasury 
Bond Index ETF (TSX: ZTL.U). 

The median across all ETFs is just less than 16,000 units per day. Forty-two ETFs trade less than 1,000 units per 
day, 95 trade more than 100,000 units per day, and only 9 trade more than one million units per day. 

The Canadian Investment Funds Standards Committee category with the highest average daily volume is Passive 
Inverse/Leveraged. Considering ETFs in this category are normally day-traded and are not meant to be long-
term holdings, the high volume is understandable. Another category with high volume is Canadian Equity. This 
category includes four of the top-10 ETFs by AUM, including XIU. 

ETF providers have been required to file ETF Facts documents annually with Canadian 
securities regulators since December of last year. And some of the early adopters have 
already filed their second, updated versions of the documents. 

Brian Bridger
CFA, FRM   
Vice President,
Analytics & Data,
Fundata Canada Inc.
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However, spreads can also be affected by a number of other factors 
including illiquid underlying securities, active and opaque strategies, 
or simply a limited number of market makers.

Ignoring money market and high interest savings ETFs, 9 ETFs have a 
spread of 0.04%. This group consists of some of the largest ETFs by 
AUM, including XIU, iShares Core S&P 500 Index ETF (CAD- Hedged) 
(TSX: XSP), and iShares Core Canadian Short Term Bond Index 
ETF (TSX: XSB). At the other end of the spectrum, we see spreads 
as high as 2.26% for Horizons Emerging Marijuana Growers 
Index ETF (NEO: HMJR), and 1.72% for First Asset Canadian 
Convertible Bond ETF (TSX: CXF). In total, there are nine ETFs with 
a spread greater than 1%, while the median spread is 0.2%. 

From a category perspective, looking only at those categories 
with more than five funds, the lowest average spreads belong to 
Canadian Short Term Fixed Income, Canadian Dividend and Income 
Equity, and Canadian Equity, all around 0.12%. Commodity, High 
Yield Fixed Income, and Emerging Markets Equity have the highest 
average spreads, at 0.74%, 0.46%, and 0.4%, respectively. 

By ETF provider, Evolve Funds Group has the lowest average spread, 
at 0.1%, followed by Vanguard and BlackRock, at 0.15% and 0.19%, 
respectively. The highest average spread is posted by Harvest 
Portfolios Group ETFs, at 0.53%. Auspice Capital comes in quite a 
bit higher, but it only has one ETF, the Auspice Canadian Crude 
Oil Index ETF (TSX: CCX) with an average bid/ask spread of 1.66%.
© 2019 by Fundata Canada. Brian Bridger, CFA, FRM, is Vice President, Analytics & Data, at 
Fundata Canada Inc. (www.fundata.com ) and is a member of the Canadian Investment Funds 
Standards Committee (www.cifsc.org) . This information is not intended to provide specific 
personalized advice including, without limitation, investment, financial, legal, accounting or 
tax advice. No guarantee of performance is made or implied. Used with permission.

Brian Bridger, CFA, FRM, Vice President, Analytics & Data,
Fundata Canada Inc.

Among ETF providers, the highest average daily volume is posted 
by Horizons ETFs, followed by BlackRock and BMO ETFs. Horizons 
takes top spot mainly because of the number of Passive/Inverse 
Leveraged ETFs it offers, while BlackRock and BMO are the two 
largest ETF providers by AUM and market share. 

Number of Days Traded 
This metric shows the number of days that an ETF was traded out of 
the total number of trading days. As with trading volume, this statistic 
is more a reflection of an ETF’s popularity than its liquidity.

Because the time period used is not always the same, we will look 
at the percentage of the number of days traded compared with the 
potential number of days. We will assume 251 if a company did not 
list the potential number of days.

Just less than half of the ETFs (286 out of 574) scored 100%, 
meaning they traded every day of the measurement period. At the 
low end of the spectrum, First Trust AlphaDEX Emerging Markets 
Dividend ETF (CAD Hedged) Advisor Class (TSX: FDE.A) scored 
2.4%. This ETF is an Advisor series of FDE and traded just six days 
out of 249. The main series was not much better, trading less than 
half the available days with a score of 45%. In total, 10 funds scored 
less than 10%, and 60 funds were less than 50%. 

On average, BlackRock and Mackenzie Financial had the highest 
percentages of number of days traded among ETF providers. They 
both averaged 98.4%. FT Portfolios Canada scored the lowest, at 
54%, with WisdomTree next at 66%. 

Average Bid/Ask Spread 
This is the average bid/ask spread as a percentage of the bid/ask 
midpoint over a 12-month period. The actual calculation is highly 
complex and extremely data intensive, but the spread basically 
tells you the additional cost associated with a round trip (buy-and-
sell) trade. In general, lower volume usually means wider spreads. 
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We invite you to learn more about our wise approach to currency,  
equity  and fixed income investing.
www.wisdomtree.com   866-893-8733

The WisdomTree ETFs listed on the Toronto Stock Exchange are managed by WisdomTree Asset Management Canada, Inc.
Commissions, management fees and expenses all may be associated with investing in WisdomTree ETFs. Please read the relevant prospectus, which is available at  
www.WisdomTree.com, before investing. WisdomTree ETFs are not guaranteed; their values change frequently, and past performance may not be repeated.

WisdomTree is a registered trademark of WisdomTree Investments, Inc., or its subsidiaries in the United States and elsewhere. Used with permission.

© 2019 WisdomTree Asset Management Canada, Inc.

THE UNIQUE APPROACH 
of WisdomTree ETFs THOUGHTFUL  

INNOVATION
Each of our ETFs is exclusive to  
WisdomTree, and each is designed 
to redefine either how an investment 
is built or how a country or asset class 
is accessed.

REDEFINED  
INVESTING
We combine what we believe are 
the best elements of active and 
passive investing to provide low-
cost, risk-managed investments.

SMART ENGINEERING
Each ETF is uniquely structured to offer the potential for 
performance, risk management—or both.

LGFG FASHION HOUSE is known in the corporate world, 
amongst professional athletes, and in Hollywood as the premier 
brand of bespoke and custom suits, shirts and shoes. From 
Switzerland’s Jonas Hiller to Russia’s Evgeni Dadonov and 
through the corporate offices of Zurich, Toronto, Moscow, Hong 
Kong and beyond. LGFG provides the finest tailoring, brought 
directly to your home or office by our Executive Clothiers.  
LGFG suits were featured in “The Rock’s” summer blockbuster 
“Skyscraper” and continue to be the go-to business suits for 
thousands of executives all over the world. With offices across 
26 countries, LGFG continues to provide the finest suits and 
the finest service to our clients across the world. 
At the ETF we will be doing a lottery for a custom LGFG 
bespoke shirt valued at $250. Come to our booth and meet 
Yoni, Charles, and Aiva who will enter you into the draw.  
Take a photo of our booth, tag LGFG Fashion House and post 
to LinkedIn.
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Stocks were nearing the end of a 17-month bear grip that saw the S&P 500 index lose 50% of its value from 
peak to trough. Extraordinary interventions by governments and central banks helped stabilize the financial 
system, but at the time, the outlook was anything but bright.  While the industry was shaken, Kovacs was 
optimistic about the way ahead. He recalled the lessons learned during the Crash of 1987 when he was 
starting out in the investment business. That gave him a map to follow and confidence in the future. 

On October 19, 1987 the Dow shed nearly 22% of its value, the biggest one-day percentage loss in history.  Amid 
the Black Monday panic, Kovacs decided to focus on the fundamentals of value and wealth creation. Among his 
readings and research was to follow the writings of Warren Buffett. The more he read, the more he realized that 
‘The Buffett’ way was simple. Buffett bought great companies and held on to them.  Over time their share prices 
rose and they paid dividends. Those twin energizers added up to excellent returns over time.

These insights shaped the evolution of the Harvest way. Kovacs believes the best recipe for success is through 
ownership of the biggest global players, with deep pockets, strong businesses, dividend flows and opportunities 
for growth. 

When Harvest Portfolios Group Inc., CEO Michael Kovacs founded the company in 2009, 
global markets were in the middle of their worst stretch in two decades.

Safety, Growth and 
Income are the 
Harvest Way.
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“Their profits will be tied to the price of gold,” Kovacs says. “So you 
get leverage if gold prices move higher. We continue to think it will 
be an exciting area over the next few years.”

Harvest enriches its returns with a covered call strategy that adds 
to the basic return. Harvest is second largest option writing firm in 
Canada with 8 of its 12 ETF’s having option writing strategies. The 
company has made it their specialty and area of the market focus.
Harvest believes the process is a low risk way to increase returns 
and its funds have returned 8% or 9% a year consistently.   

The strategy creates tax advantaged income through an active covered 
call writing process.  The tax advantage comes from the premium 
income created by the call writing. It is treated as capital gains. 

A second benefit is that it reduces volatility. This is because the 
stocks where calls have been written have the downside protection 
of the premium collected. Here’s an example: The fund buys a stock 
at $50 per share and sells a call option that pays a premium of $2 
per share. If the stock price declines, the fund is $2 per share better 
off than the fund that did not to write calls.

“This is a very simple formula,” Kovacs says.  “If the market rolls 
back we don’t get called away on the stock, but keep the premium. 
If the market rallies, we lose a little bit. We sell the shares at higher 
prices than we originally bought them and buy them back again. 
So it’s a bit of a balance. You’re taking away a little bit of upside to 
capture the income.”

Harvest writes covered calls to a maximum of 33% on any position 
which means it will always have a minimum of 67% exposure to the 
underlying securities.

As the economic expansion slows, the Harvest strategy helps reduce 
cyclical risk. Its funds are less volatile because of the call writing 
strategy. As well since the companies are global leaders they fall 
least in a weak market and recover first. Harvest does not own small 
cap stocks, believing the big names are a better way to reduce risk 
and enjoy a great return.”

Kovacs believes Harvest products have broad appeal. Younger 
investors might want to see the conservative growth as a way to 
accumulate wealth and increase returns by using its dividend 
reinvestment plans (DRIPS). As they reinvest the dividends, the 
power of compounding helps their money grow by paying dividends 
on dividends.

 Kovacs says those nearing retirement or in retirement are looking at 
fixed income returns of   2% or so. In this environment it is hard to 
generate income and not dip into capital.

A decade ago if you had $1 million and put it into GICs, you might 
have seen a 4 to 5% yield, or $40,000 to $50,000 a year. GICs are 
currently yielding somewhere between 1.8% and 2%, so the income 
has dropped to $18,500 and $20,000. Unless investors adopt a 
different strategy they are faced with drawing down their capital.    
So how would Michael Kovacs summarize the Harvest way?

“We believe in long term growth through the ownership of great 
businesses, while generating a steady income along the way. We are 
simple, transparent and growth oriented. I really believe in our approach 
and have 75% of my personal investments just in our products.”

Kovacs says ultimately portfolio managers are in the reassurance 
business. 

“People want to be reassured that they own Merck, or Coca-Cola, 
quality businesses that will be here in 10 years and 15 years. That’s 
what we own: quality, quality, quality.”  

This is the core of the Harvest philosophy and these views have 
been reinforced through all the crashes and subsequent recoveries 
since 1987.
In 2016, Harvest adopted the ETF structure for its products.  Harvest 
uses a quantitative and fundamental process to select and manage 
its suite of ETF portfolios. The mandates are transparent and 
simple for clients to understand. Harvest chooses global leaders, 
or the biggest and most dominant companies in their industry. They 
have financial staying power and a history of profitability and rising 
dividends. These features mean the companies protect investor 
capital while providing growth. 

The philosophy was put to work in 2009 with the first fund, the Harvest 
Banks & Buildings mutual fund, which has since also been launched as 
an ETF.  The ETF version of the fund offers investors a convenient and 
lower cost way to get at Harvest’s longest running income strategy.   

Both funds invest in a portfolio of mainly Canadian banking, other 
financial and real estate companies, REITs and up to 25% in similar 
US holdings. 

Over the nine years ending Dec. 31, 2018 the original banks and 
buildings fund had an average annual compound return of 8.64%.  
Someone investing $100,000 investment when it was launched 
“during the smoking embers of the financial crisis,” at the end of the 
financial crisis would have doubled their money and more.

 “That’s a pretty good return,” Kovacs says. 

Harvest has grown steadily and now offers 12 ETFs. The largest by 
assets are the Harvest Healthcare Leaders Income ETF (TSX:HHL, 
HHL.U) and the Harvest Brand Leaders Plus Income ETF (TSX:HBF, 
HBF.U)

The Harvest Healthcare Leaders Income ETF invests in an equally 
weighted portfolio of 20 of the largest global healthcare stocks. It 
offers a monthly income and is enhanced by a covered call strategy.
The Harvest Brand Leaders Plus Income ETF is a globally diversified 
fund that invests in 20 companies selected from the world’s top 100 
rated brands. It also offers a monthly income and benefits from the 
covered call strategy.  

In January 2019, Harvest launched two more ETFs, the Harvest 
Global Gold Giants Index ETF (TSX: HGGG) and the Harvest Equal 
Weight Global Utilities Income ETF (TSX:HUTL).

These are examples of the strategy at work. 

The Harvest Equal Weight Global Utilities Income ETF focuses on 
30 large cap global utilities in the telecom, electricity, pipelines, oil 
and gas storage and transportation sectors. The portfolio is equally 
weighted and uses a covered call strategy to generate additional 
income and pays a fixed monthly distribution. 

The companies in the ETF are monopolies or oligopolies and are 
considered essential services because they provide such things as 
electricity and water. They have pricing power and are defensive 
assets that pay a steady income in all conditions. They trade actively 
and have options, which plays to the Harvest strength.

The Harvest Global Gold Giants Index ETF is a bit different, Kovacs 
says. He believes gold has been in a bear market for six years or 
more. It is traditionally a defensive asset and as we get later into the 
economic cycle, “it probably makes sense to have a position in gold.”

Gold tends to do well if markets are dropping and if the US dollar 
declines. The fund follows a passive index of the 20 largest gold 
producers who are producing 30 million ounces of gold a year at and 
average cost of $670 US. e
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Exchange Traded Forum (ETF Canada)  10th Annual

Monday, April 1 & Tuesday, April 2 ~ Toronto, Ontario
Canada’s largest and longest standing event dedicated to Exchange Traded Products. Hear 
from leading financial industry professionals and industry experts who will provide valuable 
insights into the issues and trends that matter most to Canada’s financial professionals. Join us 
for presentations, advisor/client-focused sessions, roundtable discussions, networking events 
and knowledge sharing critical issues facing the financial industry. This is an opportunity for 
IIROC based financial advisors and also Portfolio Managers to gather together in a great 
location to network, learn from each other, and participates in the numerous educational 
opportunities that fill the agenda.

Exchange Traded Forum (ETF Canada West)  9th Annual

Thursday, June 6 ~ Vancouver, British Columbia
Canada’s largest and longest standing event dedicated to Exchange Traded Products. Hear 
from leading financial industry professionals and industry experts who will provide valuable 
insights into the issues and trends that matter most to Canada’s financial professionals. Join 
us for presentations, advisor/client-focused sessions, roundtable discussions, networking 
events and knowledge sharing critical issues facing the financial industry.

Niagara Institutional Dialogue (NID)  10th Annual

Sunday, June 9 to Tuesday, June 11 ~ Niagara-on-the-Lake
Niagara Institutional Dialogue is Canada’s premier institutional event with an academic 
angle and a focus on education & open dialogue. NID is an invitation-only symposium creating 
a forum for open dialogue and debate issues facing Canada’s foremost institutional investors. 
The distinguished speaking faculty assembled each year includes academics, authors, 
policymakers, journalists, consultants and select practitioners. A selected group of senior 
representatives from Canadian pensions and family offices will participate in three days of 
informative discussions, education and networking. This confidential closed-door event is 
reserved for select industry participants.

WAIS Canada  18th Annual

Monday, October 28 to Wednesday, October 30 ~ Niagara Falls
WAIS Canada is in its 18th year and is Canada’s largest gathering of alternative investments, 
investment professionals, investors, industry experts and service providers. Today’s 
WAIS has gone much beyond its original alternative investment only focus attracting 
investment professionals from all facets of investments. WAIS Canada is a popular annual 
event that is not to be missed.

Exchange Traded Forum (ETF New York)  1st Annual

October 2019 ~ New York
A unique, 1-day United States gathering of industry experts and financial professionals with 
comprehensive exposure to the latest products and trends in the fast growing ETF industry.
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Exchange Traded Forum (ETF Frankfurt)  1st Annual

Thursday, May 9 ~ Frankfurt, Germany
A unique, 1-day European gathering of industry experts and financial professionals with 
comprehensive exposure to the latest products and trends in the fast growing ETF industry.

Exchange Traded Forum (ETF London)  1st Annual

Wednesday, May 15 ~ London, U.K.
A unique, 1-day European gathering of industry experts and financial professionals with 
comprehensive exposure to the latest products and trends in the fast growing ETF industry.

London Institutional Dialogue  1st Annual

Thursday, September 19 & Friday, September 20 ~ London, U.K.
A 2-day event packed with family conversations and solutions for a unique class of wealth 
professionals and entrepreneurs. Networking and learning among peers and industry experts 
with comprehensive exposure to all important aspects for family stewards.

Radius Europe Financial Education (Radius Europe) has been producing high level conferences within the financial services sector 
for over 18 years. As a leading producer of conferences within the financial sector, Radius Europe events focus on education and 
networking through an exchange of independent ideas and information, allowing our delegates to be leaders in their chosen fields. Our 
top-down approach to the agenda enables us to deliver relevant, thought-provoking, cutting edge, and sometimes controversial insight 
in a stimulating manner. We understand the importance of learning from the best. Each conference offers a well balanced speaker 
composition consisting of insight from authors, educators, economists, regulatory bodies and industry leaders from around the globe.

RadiusEurope.com

RetirementInstituite.ca

TORONTO

Brought to you by

CIFP Retirement Institute and The Canadian Institute of Financial Planners

Retirement Canada Dialogue  1st Annual

Thursday, April 11 ~ Toronto, Ontario
Join the CIFP Retirement Institute for a full-day event packed with the latest trends and 
solutions for retirement planning professionals, turning a challenging retirement environment 
into an advantage for advisors. Networking and learning amongst peers and industry experts 
with comprehensive exposure to all important aspects for the practice of retirement planning.

CIFPs Annual National Conference  17th Annual

Sunday, June 2 to Wednesday, June 5 ~ Vancouver, B.C.
Join us at the CIFPs Annual National Conference, the premier financial planning gathering of major 
Canadian financial service organizations, planners, technical and educational experts. Educational 
streams focusing on Retirement & Lifestyle Planning, Risk Management & Estate Planning and 
Wealth Accumulation & Income Tax Planning. Plus an Advanced Financial Planning Stream.

Interested in sponsoring or attending an event: info@radiusfinancialeducation.com or call us at T: 416.306.0151
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Stripping Away Preconceived Notions ofFixed Income

canadianetfwatch.com

Canadian ETF Watch is produced by

Waterpark Place   20 Bay Street, Suite 1100, Toronto, Ontario  M5J 2N8 
tel: 416.306.0151
Media, Advertising & Editorial:  info@radiusfinancialeducation.com
Subscriptions:  info@radiusfinancialeducation.com

Where ETF professionals discuss
the market in their own words.

CanadianETFWatch.com

Keep up to date with the latest ETF market
trends and products with Canadian ETF Watch.

An on-line magazine designed to promote 
the ETF sector through  industry-sourced 
articles from ETF experts

Comprehensive on-line source of the latest 
news, reports and conference updates

Dedicated exclusively to the presentation
of investor  information regarding ETFs

For investors, advisors & financial planners



Disclaimer  The information contained in Canadian Hedge Watch has been compiled from sources believed to be reliable, however accuracy is not guaranteed. Canadian Hedge Watch provides information 
as a general source of news and events and should not be considered personal investment advice. Before taking any action all readers are advised and cautioned to consult a certified financial advisor. We have 
endeavoured to ensure that the material contained in Canadian Hedge Watch is accurate at time of publication.

Stay Informed with a Canadian Hedge Watch Membership
Canadian Hedge Watch is published 12 times per year by Canadian Hedge Watch Inc.

We welcome articles, suggestions and comments from our readers. All submissions become the property of Canadian Hedge Watch Inc., 
which reserves the right to exercise editorial control in accordance with its policies and educational goals.

Contact Information
Canadian Hedge Watch Inc.
Waterpark Place  20 Bay Street, Suite 1100, Toronto, Ontario  M5J 2N8
tel: 416.306.0151 
Media, Advertising & Editorial:  data@canadianhedgewatch.com
Subscriptions:  data@canadianhedgewatch.comcanadianhedgewatch.com
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Are yours? Manulife strategic 
beta, or “smart” beta ETFs 
are backed by over 35 years 
of research, guiding investors 
through all market conditions – 
offering you a smart approach 
for your clients.

not all ETFs 
are smart

Your little voice knows

Manulife ETFs are managed by Manulife Investments, a division of Manulife Asset Management Limited and are subadvised by Dimensional Fund 
Advisors Canada ULC (Dimensional Canada). Neither Dimensional Canada nor its affiliates are affiliated with Manulife Investments or any of its 
affiliated entities. Commissions, management fees and expenses all may be associated with exchange-traded funds (ETFs). Investment objectives, 
risks, fees, expenses and other important information are contained in the prospectus, please read it before investing. ETFs are not guaranteed; 
their values change frequently and past performance may not be repeated. Manulife, Manulife & Stylized M Design, and Stylized M Design are 
trademarks of The Manufacturers Life Insurance Company and are used by it, and by its affiliates under license.
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Source: 11.6% of Canadian registered ETFs are identified as Smart Beta. Strategic Insight, ETF and Index Funds Report Q3 2018.

S:7”
S:9.2”

T:8”
T:10.2”

B:8.25”
B:10.45”


