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THIS MONTH

On behalf of myself and the entire Radius Financial Education (Radius) team, I would
like to thank all our sponsors and attendees for their support at our most recent
Exchange Traded Forum (ETF) in Montreal and throughout the entire year.

In addition to this Canadian ETF Watch (CETFW) publication I encourage all of you
to visit the Canadian ETF Watch website at canadianetfwatch.com for up-to-date
information, news and data on the Canadian marketplace.

The recently released first Quarterly ETF Asset Flow Report by the Canadian ETF
Association (CETFA) shows some interesting trends. The industry is growing strongly
with total net sales across all ETF providers of $2.77 billion. The number of ETFs is also
exploding: 18 new ones were introduced during the last quarter alone bringing the total
up to 213. So far this year, the most popular ETF categories have been Canadian fixed
income, Speciality and Sector Equity. Surprisingly, despite the volatility in the stock
markets, Canadian equity remained popular and ranked #4 in net sales.

• In October 2011, iShares was the largest Canadian provider with 68% of AUMmarket
share followed by Claymore Investments with 16% and BetaPro Management with 8%

• iShares has lost market share this year to BMO Asset Management, Claymore
Investments and PowerShares

• Collectively, the top three providers account for 91% of ETP AUM

After a record-setting October gave investors hope that 2011 would finish on a strong
note, the first couple weeks of November have effectively taken any wind out of those
sails. The culprit–surprise, surprise–has been the cash-strapped PIIGS economies of
Europe, with Italy now grabbing the spotlight as a serious credit risk and a grave threat
not only to Europe but to global financial markets.

And just like that, it appears as if we are heading to a dismal end to a generally dismal year
for many investors. The asset classes that had powered big recoveries in 2009 and 2010,
such as commodities and emerging markets, have largely fallen flat this year. Most major
benchmarks are in the red year-to-date, and it’s probably a safe bet to say that many
investors may have lost money this year.

At Radius our goal is to provide our visitors with informative content that is developed
and written for your specific ETF needs. We are hard at work putting together the agenda
for ETF 2012 and welcome your thoughts and suggestions. Please feel free to email
them to info@radiusfinancialeducation.com. Although the dates are not confirmed yet
for ETF 2012, we anticipate Toronto to take place in May, Montreal in October, followed
by Calgary & Vancouver in June. Up-to-date information on the progress of the forums
can be found at exchangetradedforum.com. We look forward to seeing you there!

As this will be our final issue for 2011, I would like to extend a thank you to all our
readers and authors for their continued support. We wish you all the best for the coming
holiday season and a happy new year. Hope you enjoy Canadian ETF Watch,
Volume 2, Issue 6.

Sincerely,

Tony Sanfelice, President
Radius Financial Education

Your registration to a ETF conference includes a complimentary one year subscription
(via PDF) to our bi-monthly publication Canadian ETF Watch. If you would like to cancel
your subscription at any time, please contact info@radiusfinancialeducation.com.
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of compounding, especially during periods of market volatility.
Therefore, the return on these ETFs for periods longer than a single
day will not correlate with the return of the underlying benchmark.
Accordingly, significantly more risk is involved in these types of ETFs
than in index ETFs.

It is important that investors clearly understand the nature and risks
of any ETF prior to investing.

Commodity ETFs
Commodity ETFs provide exposure to commodities such as energy
(e.g., natural gas or oil), precious metals (e.g., gold, silver or platinum),
or livestock and grains, either by (i) holding the physical commodity
directly, (ii) tracking the performance of the spot market price through
physical forward contracts, or (iii) investing in or tracking the
performance of commodity futures contracts. ETFs that hold the
physical commodity provide exposure to the spot price of the
commodity without the trouble of storing the commodity. ETFs that
hold futures provide exposure to futures without the trouble of rolling
them over. Most commodity indices are futures price indices,
reflecting a change in the price of commodity futures, not in the
commodity price.

Currency ETFs
Currency ETFs provide exposure to currencies and can also hold
either the actual currency or futures contracts. Some are designed
to be long or short on one currency against others; some are
designed to hold a mix of long and short futures positions among
several currencies.

Actively Managed ETFs
Index ETFs are generally designed around a passive strategy and
therefore typically have lower management fees. Some ETF providers
offer actively managed ETFs that operate more closely to the concept
of a mutual fund. These ETFs have an active manager making
investment decisions, often with the objective of outperforming rather
than tracking a particular benchmark index, but usually with lower
management fees than a traditional mutual fund.

Exchange Traded Notes (ETNs)
Exchange traded notes are debt obligations of the issuer and trade
like ETFs. They do not guarantee any return of principal at maturity
and do not pay any interest during their term. While they exhibit no
tracking error in that their return at maturity is linked to the return of
the underlying index (minus expenses), they do exhibit credit risk
linked to the issuer. ETNs offer long and short or inverse exposure to
commodities and currencies as well as leveraged exposure.

Source: tmxmoney.com

ETFs can be grouped into different categories, which may include:

Index ETFs
ETFs that use an index tracking approach generally follow a pre-
selected index, called a benchmark, and the return on the ETF will
closely correlate with that of the underlying index. Index ETFs follow
a variety of indices, including the broad market (both Canadian and
international), sectors such as infrastructure or health care, and
commodities (including natural gas, oil and gold), as well as indices
that offer exposure to dividends or fixed income. The weightings used
in the underlying index could be based on market capitalization of
the constituents or on fundamental factors such as financial criteria.
Index ETFs may also follow indices that adhere to a certain
investment style, such as value or growth.

Inverse and Leveraged ETFs
Inverse ETFs are designed to seek daily investment results that
correspond to the inverse daily performance of their underlying index
or benchmark. To meet their investment objectives, inverse ETFs use
a variety of derivatives such as futures contracts and index swaps to
reproduce a daily result that is the opposite of the underlying index
or benchmark; so, when the index or benchmark goes down in value
on a given day, the inverse ETF will correspondingly go up in value for
that given day. Conversely, when the index or benchmark goes up in
value, the inverse ETF will correspondingly go down in value.
Investing in these ETFs is similar to holding short positions, or using
a combination of advanced investment strategies to profit from
declining prices.

Leveraged ETFs are designed to seek daily investment results to
provide a multiple of the daily performance return of an underlying
index or benchmark (for example, 200% the return). They are not
intended to provide that same multiple of the return over the mid or
long term. Investors should be aware that, while leveraged ETFs
typically achieve their stated objective of a multiple of the daily
performance of an underlying index on a daily basis, their returns can
vary considerably from that stated objective if held for a period longer
than one day. Note that some leveraged ETFs are also inverse, in that
they track the opposite of the return of an underlying benchmark.

To meet their investment objectives, leveraged ETFs use a variety of
derivatives such as futures contracts and index swaps to provide a
multiple of the market exposure of the stocks in the fund. Leveraging
increases the risk of the investment in such an ETF, in that losses will
be magnified by that same multiple.

Inverse and leveraged ETFs are generally intended for use in daily or
short-term trading strategies, and are not intended for investors who
are looking to hold positions in a security beyond the short-term. Over
time, a leveraged fund can drift from its benchmark due to the effects

Types of ETFs
There are a variety of Exchange Traded Funds (ETFs) that provide investors an opportunity to develop a
diversified investment portfolio. ETF sponsors are constantly adding to the types of ETFs available, providing
investors with more choice. Many ETFs track the performance of an underlying index or benchmark. The
underlying index or benchmark may be broad, or sector-specific, or be linked to commodities or currencies.
ETFs have evolved, however, to include those that do not passively track an underlying index or benchmark.
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The Next Dimension
of ETFs

The second half of the last decade saw an explosion in the number and variety of
ETFs being offered globally. That proliferation was clearly evident here in Canada.
The marketplace has evolved in three significant ways that have allowed ETFs of all
kinds to proliferate and become ubiquitous in the financial landscape.

1 ETF providers have become more sophisticated in their ability to come up with different ways to view the
investible universe, and have developed new ways to deliver those solutions; hand-in-hand with

2 Acceptance by both retail and institutional investors of ETF product delivering exposure to more than just
“simple” capitalization weighted beta; facilitated by

3 More adept and competitive market makers, willing and eager to work with ETF sponsors to deliver their
proposed investment solutions to investors in ETF format

As you can tell from the presentation above, the three factors are interrelated, and each has been integral in
creating the modern ETF landscape. I’ll briefly discuss all three, and then outline how I think the marketplace is
evolving – what we refer to as the next dimension of ETFs. This treatment is necessarily brief, and ignores or
understates many important developments in the ETF landscape.

Barry Gordon
President & Chief
Executive Officer
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Development of Different Strategies
It will not be news to those of you who have watched ETFs over the
past decade that the concept of what constitutes an index has
evolved. Initially, delivering market capitalization weighted index beta,
on “traditional” indices like the S&P 500 or the S&P/TSX 60, with
minimal tracking error and at low cost, was the order of the day. Next,
the ETF world began ordering itself in different ways, delivering “style
beta” in the form of growth oriented, value oriented and GARP
oriented indices which measured the relative attractiveness of stocks
based on commonly accepted metrics like price/earnings. Then, as
different ways to measure the relative attractiveness of equities
continued to evolve, this translated into a whole new series of ETFs
based around replicating these relative value strategies – what I call,
for lack of a better term, “modern index” strategies, such as
economic value added, or fundamental value. Set aside whether
these valuation methodologies are in fact “modern”, I use the term
only to convey their newness in the ETF sense and not as a judgment
on their efficacy. Along the way, academics have debated the relative
merits of all of these strategies, including variants of indices using
equal weighting as the raison d’etre.

Paralleling the evolution of what constitutes an index, we have
observed the proliferation of single-strategy or commodity ETFs,
delivering returns on gold, oil, gas, currencies and even volatility.

Many of these trends have also been paralleled in the fixed income
world. The relative opacity of the bond market has in many respects
slowed the growth of fixed income ETFs though. However, I believe
that will change.

Layered on top of all of the above are strategies that deliver inverse
returns and daily returns that are a multiple, up or down, of the
reference index, strategy or commodity. Many observers and
commentators muse that there are now too many varieties of ETFs –
that the ETF industry has become profligate.

Demand Led Development
I think it is axiomatic to say that the current size of the ETF market –
some $40 billion in Canada and $1.4 trillion globally – and its 20% a
year growth rate experienced over the past several years, with the
corresponding development of all the different types of ETFs, is a
result of investors seeking alternatives they want and need. The
attractiveness of ETFs as a delivery vehicle for investment returns,
be it index beta, commodity beta or otherwise, has led to
proliferation. Admittedly, in rapid growth markets like ETFs we
observe the “build it and they will come” phenomenon. There have
been and will continue to be ETFs which never reach their hoped for
potential. Suffice it to say that individual investors, their advisors, as
well as institutions, are increasingly looking to either: (a) shift assets
into what they often perceive to be lower cost delivery solutions,
and/or (b) diversify away from the traditional asset allocation
paradigms and are looking for transparent, liquid ways to invest in
an increasingly sophisticated global marketplace of investment ideas.
I believe this trend will continue. I particularly believe we will observe
a gradual but inexorable adoption of ETFs into the portfolio
construction processes of investment advisors in Canada, as they
realize they can adopt and adapt without dis-intermediating
themselves in the advice channel.

Market Makers and Algorithms
Long gone are the days when market makers processed trades and
hedges by hand (they did!). The development of increasingly complex
and effective programs to trade baskets of equities and bonds,
futures, options and to delta hedge exposures, have allowed ETFs to
thrive. The number of ETF sponsors now offering solutions to the
market, and the variety of investment choices within the ETF universe,
has been facilitated by the relative ease of new product development.
The industry should not underestimate the importance of these
developments, and the access to bank and dealer balance sheets, in
the rapid expansion of the ETF marketplace.

Where to now?
Many observers postulate that there are too many ETFs already. How
can there possibly be demand for more? I believe there will continue
to be growing demand for ETF solutions that offer different risk
adjusted ways to participate in the modern investment world.
Investors are well served by the existing suite of ETFs delivering
efficient broad market returns to investors on a transparent, low cost
basis. However, the financial services market, like every other market
in the world, is a constantly evolving one.

The next dimension of ETFs will be those that combine the best
qualities of ETFs – transparency and liquidity – with the best qualities
of active management. They will address the needs of the new
investment reality – lower volatility, uncorrelated returns, current
income, tax-efficiency – and be positioned to be solutions for
individuals, advisors and institutions alike. Asset classes like
convertible bonds, which combine elements of both fixed income
and equities. Strategies that attempt to lower volatility, deliver current
income but maintain a strong core long exposure to markets. Fixed
income strategies which are not achievable by individuals, and
address what investors are really looking for from their fixed income
allocations – income! Strategies which are driven by tomorrow’s
investor needs, as opposed to yesterday’s.

ETFs are not attractive simply because they are low fee. Anything can
be low fee. ETFs are attractive when and if the solution they provide,
for the fee they charge, is attractive, relative to the alternatives. The
best hedge fund managers in the world charge 2% base fees and
performance fees of 20% of all net new returns. They are not low fee.
However, people flock to the best ones because they deliver value for
the fee. ETFs are no different. Next dimension ETF providers will be
looking for new ways to deliver value added solutions to investors,
addressing specific needs in portfolios. If they do not deliver value
relative to the alternatives, they will fail. In addition, some strategies
and solutions will fall out of favour, or never achieve it in the first place.
However, I believe it is incumbent on the ETF industry to continue to
be at the forefront of new product development. We must not let the
(correctly held) view that ETFs are presenting some of the most
attractive investment solutions for individuals, advisors and
institutions, atrophy.

The next dimension of ETFs will: (a) be focused on addressing
modern investor needs; (b) assist advisors in their increasingly
complex task of constructing portfolios for their clients; (c) deliver
value for the fee charged.

Barry Gordon, President and Chief Executive Officer,
XTF Capital and parent company First Asset Capital Corporation.

e
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Volatility Mitigation
Strategies in an
Uncertain Market

Volatile, temperamental, undecided, distorted... you decide the term to sum up
the market’s recent behaviour. Though investor sentiment was quick to bounce
between “risk-on” and “risk-off” coming into 2011, the pace at which the market
changes its mood has become even more rapid since early August.

The catalyst to the great uncertainty has been a myriad of events. The primary culprits have been the
downgrade of U.S. Treasuries by credit rating agency, Standard & Poor’s, the European Sovereign debt issues
coming to a boil and increased concerns of China’s economy headed for a hard landing. With these three
areas struggling, global economic growth could continue to face headwinds, which may also place pressures
on global equity markets, despite the recent optimism on the European bailout. Our view is that lower growth
and higher volatility will be with us for quite some time as such periods have historically followed extended
secular bull-runs.

The CBOE S&P Implied Volatility Index (VIX), which is widely recognized as a “fear index” or a gauge to investor
sentiment, has itself been volatile due to this uncertainty. In addition, it has remained significantly elevated since
the beginning of August. Though the market swings may be good for traders, it has been difficult for longer-term
investors, especially those relying on fundamentals. The story at the company level, although promising, has largely
been weighed down by the macro-economic and political headlines and markets have followed technical swings.

Alfred Lee
Vice President &
Investment
Strategist,
BMO Asset
Management
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Volatility has a tendency to be mean-reverting, but as we have
mentioned throughout the year, one consistent theme is that we do
expect volatility to see sudden shocks on a frequent basis, due to
the sensitivity of investors’ sentiment to negative headlines. Investors
as a result, should consider strategies that could potentially help
reduce volatility in their portfolio and/or increase income to wait out
the turbulence.

Volatility Remains Elevated Despite Recent Rally From Lows

Source: BMO Asset Management Inc., Bloomberg

Consideration #1: Reduce Equity Beta

At the onset of the year, one of our major asset allocation strategies
was to moderately increase our allocation to non-traditional fixed
income such as emerging market sovereign debt and U.S. high yield
bonds. Though we don’t suggest a large allocation, it should help
investors increase their portfolio yield. As these areas tend to be more
sensitive to macro-economic factors than traditional fixed income,
our recommendation has been to offset some of this risk by reducing
beta in the equity component of your portfolio. Investing in lower beta
stocks, or equities that are less sensitive to market movement, could
potentially help investors reduce some of the market noise.

Financial academia, has always taught us that higher returns can only
be generated through higher risk. More recent studies, however, have
shown that lower beta equities have actually outperformed over the
long-term. Thus investors may not necessarily have to overexpose
themselves to risk in order tomaximize their returns. The implementation
of lower beta stocks could therefore help investors as a volatility
reduction strategy and potentially increase their long-run returns, thus
creating a more efficient portfolio strategy. Lower beta stocks could
be utilized either as a core strategy or a tactical overlay in this
challenging market environment.

Potential Investment Idea:
• BMO Low Volatility Canadian Equity ETF (ZLB)

Low Beta Stocks Have Outperformed and Participated
Less on Downside

Source: BMO Asset Management Inc., Bloomberg (Please note data is based off of
U.S. equities. Large Cap Securities represented by S&P 500 Total Return Index, Low
Beta Securities represented by S&P 500 Low Volatility Total Return Index. Data from
November 30, 1990 to September 30, 2011)

Consideration #2: Increase Dividends

In the 1990’s, or what was dubbed “the new era,” high flying growth
stocks that provided capital gains were the theme of choice for most
investors. Historically, however, the majority of the returns from a stock
have been attributable to the dividend portion of the investment. Since
the 2008 financial crisis, market participants have been looking for
equities to “normalize” and higher growth stocks to come back to
favour. It can be argued however that we have already normalized,
with the outperformance of high growth stocks in the decades past
being more of an anomaly. In addition, with U.S. Federal Reserve
Chairman, Ben Bernanke, pledging to keep rates low until at least
2013, this may lead to a high demand for yield oriented assets and
thus outperformance by dividend paying securities.

Regardless of how the final details of the European debt situation is
laid out and how the U.S. handles its growing deficit, an increase in
austerity measures is likely to be involved. As a result, the macro-
economic backdrop will likely continue to trickle down to the company
level. Investors may therefore want to consider companies with
sustainable dividends and diversification across sectors as slower
growth environment will likely impact various industries differently.

Potential Investment Idea:
• BMO Canadian Dividend ETF (ZDV)

Record Low Interest Rates Should Make Dividend Yielding
Stocks Attractive

Source: BMO Asset Management Inc., Bloomberg (Spread is difference between
Canada generic 10-year note yield and S&P/TSX Composite dividend yield)

Continued on page 10
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Consideration #3: Covered Call Strategy

One strategy that we have favoured during the year are covered call
strategies, which involves going long equities and then selling call
options against some of those positions. (For a more detailed
explanation of the mechanics behind a covered call strategy, please
see the white paper on our website www.bmo.com/etfs.) This is a
consideration for investors that may want to both potentially reduce
volatility and raise income.

In a bear market, as we currently find ourselves in, a covered call
option writing strategy will help investors raise yields in their portfolio
strategy while slightly limiting the downside risk by the option
premiums. Covered call strategies will however underperform a non-
covered strategy in an aggressive bull market. A number of studies
have shown that covered call strategies may offer better risk/return
profiles than an uncovered strategy. The addition of covered call
strategies in your portfolio can thus potentially improve its efficiency.
Though investors should always consider their risk-adjusted returns,
in today’s market environment, it is even more important to do so.

Potential Investment Idea:
• BMO Covered Call Utilities ETF (ZWU)

• BMO Covered Call Dow Jones Industrial Average Hedged to CAD
ETF (ZWA)

• BMO Covered Call Canadian Banks ETF (ZWB)

Covered Call Strategies May Help Offset Weakness in
Equities for Canadian Investors

At the time of writing this report, the market is still anticipating final
details out of the European Union Summit in how they will deal with
their sovereign debt crisis. Though the markets have rallied on
optimism, the deadline has been moved back a number of times
already, which may leave us in another situation where leaving key
decisions to the eleventh hour may be frowned upon by the market.
Regardless of whether a solidified plan is eventually released or not,
it may be a short-term solution, and the devil may be in the details as
the recent rally has been lifted by unbacked optimism at the time of
this report. Regardless, the economic growth in the coming decade
may be muted to what we’ve been accustomed to in the last two
decades and volatility is likely to remain with us, with a number of
unresolved economic concerns. Investors may therefore want to
consider reducing volatility and/or raising income as part of their
portfolio strategy using the considerations previously discussed as
they are portfolio construction ideas for long-term investors.

Alfred Lee, Vice President & Investment Strategist,
BMO Asset Management alfred.lee@bmo.com
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Global X Funds Launches First Social
Media ETF
New York, November 15, 2011 – Global X Funds, the New York
based provider of exchange traded funds, today launched the
Global X Social Media Index ETF (NASDAQ Ticker: SOCL), the first
ETF globally to focus on social media companies.

The social media industry continues to grow rapidly, providing new
ways for people to connect, share, shop, create and network. The
Global X Social Media Index ETF attempts to capture this global
industry in a single ETF, and includes companies from all over the
world that provide social networking, file sharing, and other web-
based media applications.

User growth in social media has skyrocketed; a Pew Research
Center survey says that in 2011 approximately 65% of adult internet
users said that they use a social networking site, which is nearly
double the percentage that reported social network usage in 2008.
An increase in mobile phone usage has further propelled social
media, with nearly 40% of social media users accessing such
content directly from their mobile phones (Nielsen, 2011). Not only
are individual users tapped into this phenomenon, but approximately
84% of Fortune 100 companies utilize branded social media
channels, while nearly 81% of the top Asian companies have
expanded into branded social media channels, according to a 2011
study conducted by Burson-Marsteller. In the U.S. social media use
by small businesses has grown to include nearly one out of every
three businesses, demonstrating rapid growth with room for further
expansion (Network Solutions, 2011).

“SOCL can provide an efficient way to tap into this global, dynamic
sector,” said Bruno del Ama, chief executive officer of Global X
Funds. “As the industry continues to expand through IPOs, the index
will capture these new companies shortly after their public debut,
providing a relatively cost effective way to gain exposure to the
social media industry.”

The Global X Social Media Index ETF tracks the Solactive Social
Media Index, which is designed to reflect the equity performance of
companies involved in the social media industry. As of November
11, 2011, the Underlying Index’s three largest stocks were DeNA
Co., Sina Corp. and Netease.com Inc. International country
exposure as of November 11, 2011 includes: China [36.28%], US
[26.22%], Japan [19.95%], Russia [9.55%], Germany [2.28%], and
other [5.65%].

ETFSpotlight
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Covered Call Writing
ETFs: the Perception
and the Reality

While the strategy has been around for a long time, it is useful for investors to understand the mechanics,
advantages and disadvantages of this particular investment approach, with a specific focus on its suitability
within the ETF structure.

While ETFs began as simple, transparent, and low-cost instruments through which investors could gain access
to the major market indexes, such as the S&P/TSX 60 Index, the S&P 500 Index and the MSCI World Index, their
tremendous popularity and growth has spurred innovation – and innovators.

Recently we have seen a rush of ETFs that are more complex than the original or conventional ETFs that came
to market – those that hold the securities directly and aim to track a benchmark. Leveraged, inverse, active and
various ETFs investing primarily in derivative products are now available in the marketplace. While these new
innovations may bring a host of advantages, we would also argue that some of the original benefits of ETFs have
been eroded. ETFs originally became popular for their simplicity, low cost, tax efficiency, liquidity and transparency.
As we see the market develop, it is important for investors to keep those precepts in mind. It is also critical for
investors to fully understand the strategies they are buying in to so that they can appropriately determine suitability
in their portfolios, and the types of risk/return characteristics to expect.

The covered call investment strategy, and covered call writing exchange-traded funds
(ETFs) in particular, have gained popularity in recent months.

Oliver McMahon
Director,
Head of iShares
Product Management,
BlackRock Asset
Management Canada
Limited



CANADIAN ETF WATCH 13

Payoff Chart

Oliver McMahon, Director, Head of iShares Product Management,
BlackRock Asset Management Canada Limited
oliver.mcmahon@blackrock.com

The Truth about Covered Call Writing
There is a common misconception amongst many retail investors that
the covered call investment strategy offers stock market returns plus
an extra yield, all within a lower risk structure than holding straight
equities. But the benefits of a covered call investment strategy
depend on a number of factors, and the reality is that investors can’t
have it all – as the above chart illustrates, there is a well-defined
trade-off at play here.

To put it more academically, selling “out-of-the-money” call options
is equivalent to selling implied (i.e., forecast) volatility on the
underlying stock (conversely buying out-of-the-money call options is
like buying implied volatility), while owning the underlying stock is
equivalent to buying market (i.e. actual) volatility. Thus, the active view
being taken when employing a covered call investment strategy is to
short implied volatility while going long market volatility to earn a
profit on any mispricing between the two. However, this mispricing in
the market can only be temporary and random, and, theoretically at
least, there should be no consistency, or any guarantee, in this
strategy achieving higher than market returns over the long run (much
like any other form of active management). This assumption seems
to be borne out through the performance (albeit, limited) of covered
call ETFs thus far. As the chart below illustrates, the total returns
(including distributions based on respective NAVs and the impact of
respective fees) of an example straight equity and corresponding
covered call investment strategy have virtually replicated each other.

The Covered Call Strategy vs. Straight Equity Returns

Source: Bloomberg, 10/07/11

Covered Call Writing: The Mechanics
Some definitions are in order here. An “option” is a derivative, whose
value is related to an underlying security. Options can trade on a
regulated exchange, such as the Montreal Exchange, or over-the-
counter as customized contracts between two parties. Options take
two basic forms: puts and calls. We will focus our discussion on the
latter as it is “calls” that are used in the covered call strategy.

A call option gives the “buyer” the right, but not the obligation, to buy
an underlying security (e.g. stock) at a predetermined price (known as
the strike price or exercise price) on or before a pre-defined date (the
expiration date of the option). The “price” paid to enter into this
agreement, and paid by the buyer of the call option to the seller, is
called the premium. In this transaction the buyer is paying a fee for
the opportunity to buy a stock at a price agreed upon now knowing
that he could benefit from any move higher in the future.

The “seller” of the call option, or call “writer”, therefore earns
premiums by writing these contracts, and is betting on the stock not
heading sharply higher. The writer is, in effect, willing to sell the
chance of any upside for a small fee.

The investment strategy of covered call writing involves the writing of
call options on stocks that one owns in order to earn extra income on
the portfolio. The “covered” term comes from the fact that the investor
already owns the underlying stock, thereby covering against unlimited
losses in the event that it becomes profitable for the holder of the
option to exercise i.e. the stock goes up and the option goes “in-the-
money”. This strategy is also referred to as a “buy-write” strategy,
which derives its name from the fact that one would buy the underlying
shares and also write call options on those shares. Ideally, selling or
writing calls produces an income for the portfolio. In the worst case,
the stock is called away and the benefit of an upward move in the
price of the stock may be sacrificed to the buyer of the call position.

A simplified hypothetical numerical example may be helpful here.
Consider a portfolio that consists solely of one share in ABC Co.
whose shares are trading at $100 each. Now suppose that a one-
month out-of-the-money call option on ABC Co. shares with strike
price of $102 is valued at a premium of $2.50. The covered call
strategy would involve selling a call option on ABC Co. shares to
receive $2.50 in income.

A number of things can happen from here. If ABC Co. shares trade
“sideways” for the month and remain valued at $100 at the end of
the month, then the call option would expire unexercised and the
portfolio would have earned the $2.50 payoff in call writing income
without any economic cost. If ABC Co. shares were to decline in
price, then the premium income received would “buffer” the decline,
but only to the extent of the dollar amount earned (that is, the call
writing premium received in this example would help to offset any
capital losses up to $2.50).

However, if ABC Co.’s share price were to appreciate beyond $102,
the call option would move in-the-money and would be exercised by
the holder. The portfolio would thus be forced to sell ABC Co. shares
to the option holder at $102 thereby foregoing any gains beyond this
price. The opportunity cost is unlimited and the trade-off being
entered into by using the covered call writing strategy is clearly
evident when the underlying asset appreciates significantly in value.
The table below illustrates this simple example.

Continued on page 14
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The covered call investment strategy works best when the underlying
stock or stocks are range-bound. That way, the investor would
receive the premium, and would continue to hold the stock as it never
reaches the exercise price of the option contract and thus is never
sufficiently in profit to produce a wealth transfer to the holder.
However, if the stock moves up sharply, past the strike price, the
investor forfeits much of the upside and gains only the premium.

The difficulty is accurately predicting how a given stock is going to
behave in the future, and there is no evidence thus far to suggest that
anybody can consistently do this. Furthermore, for the buy-write
strategy to persistently outperform a straight long equity position over
the long term would suggest a persistent one-way mispricing of the
corresponding call options (i.e. overvalued), and this scenario surely
cannot exist in the marketplace.

Covered Call ETFs
As mentioned above, while the early success of ETFs was a result of
their transparency, cost-effectiveness and liquidity, employing more
complicated investment strategies within these structures can move
ETFs further and further away from these benefits. Covered call ETFs
can fall into this category, and certain issues need to be evaluated in
order to fully appreciate the risk and ultimate return (net of underlying
costs) of these products.

The immediate factor to consider is that covered call ETFs typically
have higher trading costs than other types of ETFs due to the fact
that the indexes used as a benchmark for Canadian covered call ETFs
are equal-weighted. Equal weighting requires periodic rebalancing to
keep the portfolio weights intact. That may incur higher trading costs
than a more straightforward, market-weighted ETF.

Another cost stems from the nature of options. Contracts are rolled
over every month, meaning each month the ETF manager must close
out the existing contract and replace it with another. Optionmarkets are
notoriously illiquid and spreads of 5 per cent are reasonably common.

As well, covered call ETFs are quasi-actively managed. Managers
must make decisions about which stocks to write an option on and
at what strike price, as well as when to close out an option and so on.
As one fund manager, of the BMO Covered Call Canadian Banks ETF,
explains: “The Fund... dynamically writes covered call options. The
call options are written out of the money and selected based on
analyzing the option's implied volatility.”1 This can introduce active
risk, as well as a lower level of transparency.

Option trading is a zero sum gain before costs and can be a nasty
surprise for or have unintended impacts on investors who are
unaware of the risks once trading costs are included.

As the ETF universe continues to expand, it becomes all the more
important to know what your ETF is invested in, how it delivers its
returns, and how far it can stray from the historical returns. Only after
one understands the mechanics, advantages and disadvantages of
a given investment strategy, and feels comfortable with the risk/return
characteristics being assumed can one properly evaluate its
appropriateness for inclusion in a portfolio.

The underlying costs and transparency need to be evaluated when
making an investment in any ETF. While the covered call investment
strategy is widely accepted and has gained considerable popularity,
these factors should be carefully weighed and well understood before
any investment decisions are made.

1. Source: http://www.etfs.bmo.com/bmo-etfs/glance?fundId=83031

Oliver McMahon, Director, Head of iShares Product Management,
BlackRock Asset Management Canada Limited
oliver.mcmahon@blackrock.com
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With the listing of PowerShares ETFs on TSX, Canadians now have access to 
innovative ETFs backed by the experience of a global leader. 

Learn how you can invest like never before at powershares.ca.
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Destination TSX

Brought to you by
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Workers of the World
Untied: Has Capitalism
Come Undone?

In recent years, the most conspicuous feature of the financial landscape has been the growing
divergence between US labour and corporate profit trends. While household incomes have languished,
corporate earnings have soared – despite the most difficult economic cycle in the post-war period.
These trends are having a significant impact on current and future equity market index returns.

Bulls and bears may dispute the causes or disagree on forecasts, but everyone will gape at the numbers.
From the fourth quarter of 2008 to the second quarter of 2011, real domestic corporate earnings have
surged by almost 100% while real employee compensation has risen by a mere 3%.

“In the long run the workman may be as necessary to his master as his master is to
him; but the necessity is not so immediate.”

Adam Smith, The Wealth of Nations (Book 1, Chapter 8)

Tyler Mordy
Director of Research,
HAHN Investment
Stewards &
Company Inc.
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Looking back further, a pattern has become well-entrenched – profit
recoveries have become increasingly stronger, while labour market
rebounds have become progressively weaker. Cumulatively since
1990, profits have risen more than 200% while employee
compensation has risen just 20% (in real terms). Profit margins have
also seen a veritable levitation in the last few years, even while the
official unemployment rate remains stubbornly over 9%. The latest
figures show that profits now account for 12.9% of national income
– the highest proportion ever recorded. (The previous peak occurred
in 1942 when wartime factors created a huge demand for materials,
while wage and price controls were imposed by governments).

What gives? Until recent episodes of isolated social upheaval, none
of the above has generated instability, much less violence. Instead,
they have produced a huge, yawning complacency. Looking ahead,
even while income growth is forecast to remain sluggish, the
consensus view is that more of the same lies in the future. Analysts
are predicting record earnings next year (as we write, 2012 forecasts
for S&P 500 bottom-up operating profits currently stand at $112.35
per share, well surpassing the pre-crisis record of $91.47).

Left Behind – Orphans of Prosperity.On the surface, the above trends
indicate that capital owners have had an extraordinary advantage over
workers. The late Karl Marx foresaw this potential problem. (Not
surprisingly, his “workers of the world unite” ideas are witnessing a
popular revival). He argued that an inherently exploitive dynamic exists
within the capitalist system, as employers attempt to hire workers for
less than their value add, pocketing the difference in “profit”. Of course,
his interpretation is blasphemous for die-hard capitalists and has
generally been rejected. Such profit is due reward for “risk taking” and
“enterprise” (according to Marx, mere euphemisms for theft).

Admittedly, political economy is not normally the target domain of
portfolio managers such as this author. We pledge no allegiance to
any long-dead philosophers or other academic scribblers. Rather,
our goal is the pragmatic stewardship of client capital... focusing on
the world as it is, not as it should be. Yet, trends in returns on capital
versus returns on labour – the central battleground of many of these
ideological debates – are inextricably linked with sustainable wealth
creation. Even passive indexers and ETF enthusiasts must rely on a
minimum level of balanced economic growth, and indeed a
functioning capitalistic system, to tap into the other well-known
benefits of indexing.

For investors and political economists alike, these developments
need to be examined and understood. Can these trends continue? Or,
is the capitalistic model broken? After all, classical economic theory –
indeed, the very underpinnings of capitalism itself – asserts that higher
profits and productivity should translate into higher wages. During
boom times, margins should eventually be under pressure as workers
gain bargaining power and competition drives up other cost inputs.
And, as Henry Ford learned almost 100 years ago, the health of the
corporate sector is ultimately tied to the health of its customer.
Therefore, the combination of rising profits and stagnant income growth
(and thus weak aggregate demand) cannot possibly last forever.

Or can it? In a globalized era, a new investment class has emerged
– the multinational corporation. Rising out of a more interconnected
world, these companies transcend the restrictions of individual nation
states, roving the globe for arbitrage and profit opportunities. They
can seamlessly shift production from country to country, accessing
better tax regimes and, importantly, cheaper labour. The same
advantages are now also available to global portfolio managers, as
client capital can be invested in profitable economies or enterprises
anywhere around the world.

A Crisis of Capitalism? To be sure, predicting the demise of
capitalism is nothing new. Time magazine’s April 1980 cover story,
entitled “Is Capitalism Working?”, bemoaned the decline of free
enterprise and the “vitality and élan” of capitalists. That article printed
immediately before profit margins made a secular trough and a
generational stock market upswing began.

Also, on one point, let’s be clear. Capitalism, in its pure form, hardly
exists today. If it did, governments would also allowmarket discipline to
work on the downside. Clearly, that has not been the observable case
recently. Witness banking bailouts, sovereign bond guarantees and
numerous other government interventions. Clearly, the “socialization of
losses” and “privatization of gains” is today’s status quo.

Still, looking beyond this asymmetric form of capitalism, perhaps the
largest threat to the long-term health of the domestic economy
remains the disparity between labour and capital trends. To
understand forward risks, a look back at historical trends in profit
margins is instructive.

Beyond cyclical influences, secular forces were also at work. Two
major margin troughs have occurred since the 1930s. The first
occurred immediately after the Great Depression, where the
combination of WWII military spending and the 1950s reconstruction
boom restored profit margins from the difficult 1930s. For the next
two decades, however, the environment was less hospitable, as rapid
unionization and high inflation initiated a structural decline in margins
to the end of the 1960s.

Continued on page 18
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The second significant trough happened in the early 1980s. Then, so-
called “Reaganomics” – supply-side reforms aimed at reducing both
government regulation and marginal income taxes – swept across
Western economies. This also led to the systematic dismantlement of
unions, increasing labour mobility and competition. Meanwhile, free
market capitalism was taking hold in developing parts of the world,
creating a boom in international trade, cross-border capital flows and,
of course, global labour arbitrage. The net result was a marked
improvement in labour productivity and, consequently, profit margins.

Why is the above important? Because these trends have contributed
to an income distribution progressively skewed towards capital at the
expense of labour in many Western countries. Statistical measures of
income inequality (such as the Gini coefficient) have steadily drifted
higher over the last few years. Until recently, households did not take
notice. Aided and abetted by easy monetary policy, they relied on
lower savings, asset bubbles and housing-financed debt growth to
plug the gap between subdued increases in wage growth and
continuing increases in consumption.

Capitalism (as it has been sold in the West) is hardly supposed to
work this way. Having a more egalitarian income distribution (i.e. a
middle class) results in not only a more stable, equitable society but
also generates greater prosperity over the long run. A prosperous
middle class buys houses and cars, and whose children, properly
educated, become leaders and entrepreneurs of tomorrow.

In a globalized world, the same trends that favour the multinational
corporation also place workers in a weak negotiating position. It has
become increasingly difficult for workers to overcome the pressures of
mobile capital to regain a greater share of any prosperity. However, if a
country cannot sell its products internally, which country ultimately wins?
It should not come as a surprise that the most income-skewed nations
such as the United States are now facing weak domestic demand.

Shareholder Driven Capitalism. Restrained wage growth has not
been the only corporate cost-cutting measure supporting record
margins. In fact, other structural trends, in place for some time now,
have acted to bolster short-term profits while simultaneously
undermining both labour growth and longer-term profits. Importantly,
maximizing shareholder value has often been placed ahead of
productive wealth accumulation. This is primarily an outgrowth of
changing incentive structures since the early 1980s. Facing short-
term quarterly earnings pressures, option-laden managers (whether
consciously or not) favour measures that immediately boost share
prices rather than securing long-term profit growth. For example, since
the late 1990s, spending on capital equipment and software has
significantly lagged earnings growth. Over time, these actions deplete
productive capital formation, reduce macroeconomic growth (and,
ultimately contribute to a reduction in employment).

Does all this matter to investors? After all, many of these trends in labour
arbitrage and other short-term performance enhancers can persist for
some time. And, much of the above may only be important over the
very long run (as Keynes once said, “... the long run is a misleading guide
to current affairs. In the long run we are all dead.”). Yet, looking at the
current economic cycle, many of these factors do indeed have a finite
life, even for the indomitable multinational corporation.

In fact, profit margins will likely confront trouble in the period
immediately ahead. Many factors that contributed to record margins,
both on a cyclical and structural basis, have either run their course or
have simply been “one off” profit boosters. Of course, subdued
labour costs have been a key prop here. But other factors have been
similarly important. For example, the Bernanke Fed has lowered
interest rates to the near zero bound. Correspondingly, corporate net
interest payments have fallen dramatically since the onset of the
financial crisis. How likely is this to be repeated? Rates cannot fall
much lower, certainly not to the extent that they have.

There are many more notable examples, not least of which is fading
government stimulus and a shift toward austerity measures. But the
important point is that further productivity gains will be more difficult
in the period directly ahead without either employee hiring or renewed
capital spending. In fact, a productivity downturn may have already
begun. Labour costs and tensions have been rising this year. Figures
from the BLS show nonfarm business productivity contracting in the
first and second quarters of 2011 by 0.6% and 0.3%, respectively.

So far, our profit discussion has centered on “bottom line” factors.
However, “top line” factors are equally crucial. Most of recent
earnings growth has come from government-sponsored growth
rather than organic expansion in aggregate demand or consumer
incomes. Ultimately, however, growth in top line revenue depends on
the financial health of its customers (whether they are domiciled
domestically or internationally). In a post-credit driven world,
consumer spending, certainly in most slow-growth Western regions,
will rely more on income growth than rising debt burdens. Yet, it’s
highly unlikely that there will be wage growth acceleration given the
high level of unemployment and corresponding weakness of labour’s
bargaining position. That makes the revenue outlook, which has
already been anaemic, less than rosy. Margins, and importantly
earnings, will have little protection during the next economic
downturn.
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Continued from : Workers of the World Untied page 17
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Undoubtedly, however, corporations will remain focused on cost
control and productivity gains. As part of that equation, financial
engineering will remain key. Consider that companies have a number
of options when utilizing their capital. They can reinvest back in the
underlying business, retire debt, buy back shares, or pay out
dividends. Why would corporate executives pursue the first two
options when aggregate demand is weak and interest rates are at
historic lows (and pledged to remain there until at least mid-2013)?

A more rational approach, even if not beneficial to labour, attempts to
boost stock prices by reducing share count or increasing dividends.
That has been the observable case, as corporations have been actively
increasing dividends or share buybacks. For the first half of 2011, the
net domestic common stock dividend increase of $30.2 billion already
surpasses all of 2010, representing an 11.1% increase (4.1% for Q2
and 6.7% Q1). From a capital allocation standpoint, these trends are
completely logical and likely to continue for some time.

Investment Outlook. Many are predicting that high corporate cash
positions and healthy balance sheets will lead to stronger domestic
employment growth and higher incomes. However, a more likely
scenario is that corporations will emphasize overseas expansion
instead of domestic hiring and investment. This would be consistent
with recent trends. In the past 5 years, US direct investment overseas
has been 20% higher than domestic non-residential investment.
During the 1960s and 1970s that ratio averaged 6%, before climbing
to a 13.5% average between the mid-1990s and mid-2000s.²

Investors – particularly passive indexers – need to gear their asset mix
decisions in view of these labour market trends. Broad stock market
exposures, especially those tracking the most income-skewed
Western economies, are likely to show muted returns. A better
approach will be to focus on index constructions that emphasize
global opportunities, stable dividends and, importantly, overweight the
world’s great asset class – the multinational corporation.

Workers may indeed be untied from corporate earnings trends of late,
but this hardly proves Marx’s overall thesis correct. What he failed to
recognize is that free financial markets, though not perfect, ultimately
expose any underlying flaws and self-correct better than any type of
government intervention. And, frankly, identifying distortions and
allocating capital accordingly is also the job of portfolio managers.

¹ http://www.time.com/time/magazine/article/0,9171,924018,00.html
² Figures from the Bank Credit Analyst.

This article originally appeared in Index Universe’s “Journal of Indexes”

Tyler Mordy, Director of Research, HAHN Investment Stewards &
Company Inc. tmordy@hahninvest.com
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CONTINUING 
EDUCATIONIE
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canadian banks have set

their sights on acquiring foreign

asset managers, recently pulling

the trigger on several key deals as

they look to build their wealth-

management capabilities and

spur growth.
“Banks are focusing on

g r o w i n g f e e - b a s e d r e v -

enue,” says Raj Kothari, part-

ner and leader, national asset-

management practice, with

PricewaterhouseCoopers LLP in

Toronto. “And what could be an

easier fee-earning opportunity

than asset management?”

Asset managers provide banks

with a stream of reliable revenue

at low risk — and asset managers,

Kothari says, require less capital to

grow relative to other businesses.

the mutual fund dealers

Association of Canada’s long-run-

ning search for a governance mod-

el that suits its own needs and also

satisfies those of its members and

the provincial securities commis-

sions continues to drag on.

Following almost two years of

debate over the MFDA’s proced-

ures for electing directors, in-

cluding a sharp rebuke by the

British Columbia Securities

Commission in January of this

insurance products that

combine life and living benefits

insurance are gaining a foothold

in Canada.
Earlier this summer, Toronto-

based Manulife Financial Corp.

launched Synergy, the insurance

industry’s first single-premium

product that rolls critical illness,

disability insurance and life in-

surance into one package.

More combination products

are expected to follow, as insur-

Canada’s national newspaper for financial advisors will 
launch a FREE website that will allow you to find CE
opportunities, create CE plans, manage your CE
requirements and keep copies of your CE certificates  
for future reference.
No more last minute rush to get those CE credits that 
you need. The website will not only recommend  
courses and events based on your compliance needs, it 
will always display where you stand vs your goals and  
requirements.

For more information, please drop by our  booth.

Visit for more information or to subscribe to any of our services.www.investmentexecutive.com

Coming this fall – the CE solution you’ve been waiting for

e
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Advantages of Equal Weight Investing
vs. Market Capitalization Weight Investing
 Portfolio Constituents are initially equally weighted and rebalanced quarterly
 Avoid buying stocks as they get more expensive and potentially overvalued

 

Greater exposure to small and mid-cap stocks, with higher growth potential

 

Better representation of the broader market

Advantages of XTF’s 25% Covered Call Strategy
 Covered call options are written “at-the-money” on 25% of the portfolio 

 

Retain all the upside of 75% of the portfolio

 Downside cushion from option premiums recieved 

 

Contact Us Now:
855.XTF.ETFs (983.3837)

Founded in 1996, First Asset, is a Canadian investment 
management company that manages and administers
approximately $2.5 billion for Canadian investors.

Income + Growth
Potential

XTF’s 25%
Covered Call
Strategy

=

Commissions, management fees and expenses all may be associated with investments in exchange traded funds. Please read the

prospectus before investing. The funds are not guaranteed, their values change frequently and past performance may not be repeated.

This communication is intended for informational purposes only and is not, and should not be construed as, investment and/or tax advice 

to any individual. Particular investments and/or trading strategies should be evaluated relative to each individual’s circumstances. 

Individuals should seek the advice of professionals, as appropriate, regarding any particular investment. Yield is calculated by annualizing 

the latest distribution divided by the NAV as of September 23, 2011.

XTF.ca

XTF Capital: A First Asset Company
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By Sovaida Pandor, Radius Financial Education

The inaugural gathering of the Exchange Traded Forum (ETF) Montreal took place on October 24th, 2011 at
Hotel Omni Mont-Royal. The forum was created by Radius Financial Education (Radius) to enhance education
and communication on exchange traded products. The target audience was investment professions who are
interested in furthering their knowledge base in this rapidly growing and changing asset class. By building a
top down agenda and infusing the forum with North America’s leading thinkers from academia, journalism and
regulatory bodies, delegates were able to freely exchange ideas, share successes and learn about emerging
issues.

A special thanks goes to our corporate partners, iShares, TMX, XTF Capital, Bank of Montreal Exchange Traded
Funds, Claymore Investments Inc., Horizons Exchange Traded Funds, PowerShares Canada, National Bank
Financial Markets, Vanguard, KPMG, Investment Executive, Interactive Brokers and Canada Claims Management.

We began our day with the official welcome from moderator Pat Bolland, Senior Counsel, Veritas
Communications. Pat, formerly from BNN, drew on his engaging and astute skills, stimulating additional questions
and discussions during the forum.

More than 200 attendees energized the conference centre at the Hotel Omni
Mont-Royal on October 24, for the inaugural Exchange Traded Forum Montreal.

EXCHANGE
TRADED
FORUM2011

A PRESENTAT ION OF

exchangetradedforum.com

Monday, October 24th, 2011

Moderator,
Pat Bolland

A division of CHW Inc.

MONTREAL HOTEL OMNI MONT-ROYAL
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The agenda began with ETFs in Canada, presented by, Amelia
Nedovich, Head, Business Development, ETFs & Structured
Products, Toronto Stock Exchange, who shared the facts and figures
of the Canadian ETF landscape. This session was followed by
Elisabeth Prefontaine, Vice President, Business Development
Officer in Quebec, BlackRock Asset Management Canada Ltd. who
continued the facts on ETF: State of the Nations. She addressed three
ways one can take advantage of ETFs given the current market
conditions, the growth of ETFs, what the future holds and why
investors have embraced ETFs and will this trend continue.

Once again the Fixed Income panel was a great discussion with
Greg Walker, Director, iShares Institutional Business, BlackRock Asset
Management Canada,Mark Raes, Portfolio Manager, BMO ETFs, and
the new player on the field was Michael Cooke, Head of Distribution,
PowerShares Canada, with their three new fixed income products.

Barry Gordon, President and CEO, First Asset Capital Corporation
took the stage to present The Future of ETFs: Beyond Traditional
Indexing. He spoke primarily on the next dimension of ETF products
and the strategies that are being built to address lower volatility,
uncorrelated returns, current income and tax efficiency. He stated
that the ETF marketplace has, and will continue to develop at a rapid
pace in order to meet innovation expectations of investors.

Rohit Mehta, Senior Vice President, Sales & Marketing, XTF Capital,
Jamie Purvis, Executive Vice President, Horizons Exchange Traded
Funds and Mark Yamada, President & CEO, PUR Investing, gave a
comprehensive presentation on Advanced ETF Strategies. Their
bottom line message to the diligent listeners was… “Understanding
the underlying assets behind any ETF is the most important first step
to building a successful portfolio.”

Representatives of BMO ETFs, Claymore Investments Inc., Horizons
ETFs, iShares, PowerShares Canada and XTF Capital all took part in
the TMX | Toronto Stock Exchange | TSX Venture Exchange’s ETF
Product Workshop, moderated by Amelia Nedovich, Head, Business

Development, ETF & Structured Products, Toronto Stock Exchange,
to discuss how to benefit from strategies such as covered call writing
and spreads, along with what’s new in their product lines.

The live Trading Demo with Andrew McOrmond, Managing Director,
WallachBeth Capital LLC, once again proved to be one of the
highlights of the forum. He captivated the audience by going “live to
Scotty” at a U.S. trading desk to illustrate an ETF trade execution.
His tip: “Use more than one source or request multiple “risk quotes”
to ensure you’re getting a fair and accurate representation of the best
price available within the context of the prevailing market.” Following
the demo was the Trading Execution panel where Oliver McMahon,
Director, Head of Product iShares Canada, BlackRock Asset
Management, Gary Knight, Vice President, Trading, TSX Markets and
Greg Jones, Managing Director, Equity Derivatives, National Bank
Financial Markets, provided insightful information on best execution
for clients, dark pool and market order vs. limit order.

When it came to the Index Methodology panel Kevin Gopaul, Vice
President & CIO, BMO ETFs, Michael Cooke, Head of Distribution,
PowerShares Canada, Som Seif, President & CEO, Claymore
Investments Inc. and Sandip Bhagat, Head of Equities, Vanguard,
did not hold anything back. Their passion for index methodology
came through in this heated discussion. The final result: all
methodologies have a place and it is up to the advisor to decide for
each individual client's needs, do you choose cap weight, market
weight or fundamental indexing?

Continued on page 24
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Continued from : Exchange Traded Forum 2011 page 23

Joining together on the stage after a much needed networking break
was the Risks & Regulatory Impact on ETFs panel. Oliver McMahon,
Director, Head of Product iShares Canada, BlackRock Asset
Management, Jaime Purvis, Executive Vice President, Horizons
ETFs and Philippe Grubert, Audit Partner, KPMG; gave the audience
their views on hidden fees, counterparty risk, whether the industry is
setting proper expectations and how one can protect themselves
from fund closures.

Our featured speaker of the day, and back by popular demand, Alex
Jurshevski, Founder, Recovery Partners, held the audience’s full
attention as he presented the scary facts on Beyond our Borders –
What in the world is going on! He told the audience “Keeping
investments safe will be difficult in a scenario where the public debt

crisis spins further out of control, sovereign defaults and financial
institution bankruptcies become a wide spread occurrence rather
than a possibility, distortions in asset markets persist and civil unrest
possibly intensifies as populations lose whatever confidence they
have left in their governments”.

Wrapping up the day, Radius held a draw for a 46-inch LCD television
which was won by Cordell Tanny. Radius’ goal was to host a truly
educational event and we would like to thank our speakers and
sponsors for their invaluable contribution. Wewould also like to thank all
those who completed an evaluation form; these commentsare essential
and will be the foundation of our 2012 ETF Forums, planned for
May in Toronto & Montreal and June in Calgary & Vancouver. e
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Commissions, trailing commissions, management fees and expenses all may be associated with an investment in exchange traded products managed by AlphaPro Management Inc and BetaPro Management Inc. (the “Horizons  
Exchange Traded Products”). The Horizons Exchange Traded Products are not guaranteed, their values change frequently and past performance may not be repeated. The Horizons Exchange Traded Products are not sponsored, endorsed, sold,  
or promoted by the TSX and their affiliated companies and do not make any representation, warranty or condition regarding the advisability of buying, selling and holding units/shares in the Horizons Exchange Traded Products.
Please read the prospectus before investing.

Investors, just like golfers, know that in volatile markets,  

with the right tools, you can achieve the best results.  

That’s why Horizons Exchange Traded Funds built the 

largest family of ETFs in Canada with 75 ETFs trading on 

the Toronto Stock Exchange (TSX).

 
ETF solutions for every investorTM 

To stay informed, subscribe to our weekly newsletter 
at HorizonsETFs.com

Markets feel like  
a sand trap?

Mark
a

ees fetk
a sand

eel lik
ap?tr

, just liorsestvnI

t tighwith the r

y Hors wh’’sthaT

family ogestlar

t inw thano, kersike golffe

e tou can achiev, yoolst

adedrTchangeons Exizr

7anada withCTFs inEof

,ketstile marolav

.esultsthe best r

unds built thed F

75 ading onTFs trEfamily ogestlar

octo StonorTTothe

TF solutionsE

7anada withCTFs inEof

SX).Tchange (ck Ex

orestvy inervor es f TM

75 ading onTFs trE

M

meorinffoystaoTTo
at TonsEorizH

ewouroibe tsubscr,ed
om.cTFs

erslettnewlyeek

, managommissionsailing c, trommissionsC
ons Exizorhe HT”).tsoducrPadedrTchangeEx

edtSX and their affiliaTy theed bomotor pr
eve inortus befospecead the prPlease r

edty be associaxpenses all mat fees and egemen
a, their veedtannot guarets aroducraded PrTchangex

tiontaesenepry re anompanies and do not makd c
.esting

tsoducaded prchange trxt in eestmenvwith an in
ymaemancforand past perytlequenalues change fr
yvisabilitding the adegarondition ry or ctanrarn, w

ett Inc and Bo ManagemenrlphaPy Amanaged b
odraded PrTchangeExonsizorHheT.edtepeanot be r

es in th, selling and holding units/sharof buying

onsizor“H. (the t Inco ManagemenraP
,, soldendorsed,edsponsore notts arduc

tsoducraded PrTchangeons Exizore H



26 NOVEMBER 2011 canadianetfwatch.com

Vanguard Canada Files Final Prospectus
for Suite of Low-Cost ETFs
Vanguard Investments Canada Inc. is one step closer to listing its
first suite of Canadian exchange traded funds on the Toronto Stock
Exchange.

The Canadian subsidiary of Valley Forge, Pennsylvania-based
investment management giant The Vanguard Group, Inc. announced
on Wednesday that it filed a final prospectus with securities
regulators for six new ETFs.

Vanguard expects to list the four equity ETFs and two bond ETFs on
the TSX, subject to meeting all regulatory requirements. They
include:

• Vanguard MSCI Canada Index ETF (TSX: VCE)
• VanguardMSCI U.S. BroadMarket Index ETF (CAD-hedged) (TSX: VUS)
• Vanguard MSCI EAFE Index ETF (CAD-hedged) (TSX:VEF)
• Vanguard MSCI Emerging Markets Index ETF (TSX: VEE)
• Vanguard Canadian Aggregate Bond Index ETF (TSX: VAB)
• Vanguard Canadian Short-Term Bond Index ETF (TSX: VSB)

Vanguard has a reputation for providing low-fee investment funds,
and the new Canadian ETFs will be no different.

Vanguard unveils ETFs for Canadian investors
www.investmentexecutive.com/-/news-59321

The ETFs feature an average management fee of 0.24%, with one
of them carrying a fee of just 0.09%. While the official management
expense ratios for the ETFs will not be calculated until after their
first year-end, the company expects the MERs to be "substantially
similar" to the management fees for each fund.

In comparison, the average MER for an ETF in the industry is 0.88%,
and the average MER for a Canadian mutual fund is 2.04%,
according to Vanguard.

"Research by Vanguard, Morningstar and others has shown time
and again that costs are the key determinate of mutual fund or ETF
performance. By controlling costs, investors are on better footing
towards reaching their long-term investment goals because they
keep more of their returns," said Atul Tiwari, managing director of
Vanguard Investments Canada Inc.

Vanguard Investments Canada is the manager of the ETFs and The
Vanguard Group will provide portfolio management services to the
funds. Globally, Vanguard has $157 billion in ETF assets.

Announcements

Invesco Announces Filing of Preliminary
Prospectus for PowerShares
Exchange-Traded Funds
Toronto, November 14, 2011 – Invesco announced today that a
preliminary prospectus has been filed with the Canadian securities
regulators for five new PowerShares exchange-traded funds (ETFs).
Currently there are six PowerShares ETFs already trading in Canada.

The new PowerShares ETFs are:

Fixed income
• PowerShares Senior Loan (CAD Hedged) Index ETF

Fundamental Index Methodology
• PowerShares FTSE RAFI Canadian Fundamental Index ETF
• PowerShares FTSE RAFI US Fundamental (CADHedged) Index ETF
• PowerShares FTSE RAFI EmergingMarkets Fundamental Index ETF

Equity
• PowerShares S&P 500 Low Volatility (CAD Hedged) Index ETF

A preliminary prospectus containing important information relating
to securities of the new PowerShares ETFs has been filed with the
securities commissions or similar authorities in all provinces and
territories of Canada. The preliminary prospectus is still subject to
completion or amendment. Copies of the preliminary prospectus
may be obtained from Invesco Canada and are also available on
www.sedar.com. There will not be any sale of or acceptance of an
offer to buy the securities until a receipt for the final prospectus has
been issued.

For further information, please contact:

Aysha Mawani
Vice President, Corporate Affairs, Invesco
Tel: 416.324.7712 aysha.mawani@invesco.com

VelocityShares Launches Suite of Eight
First-to-Market Precious Metals-Related
ETNs Including 3x Leveraged Long and
Inverse Gold and Silver and 2X
Leveraged Long and Inverse Platinum
and Palladium ETNs
Darien, CT, October 17, 2011 – VelocityShares LLC, creator of
exchange traded products for professional traders, announces the
launch of eight first-to-market leveraged and inverse precious
metals-related Exchange Traded Notes (ETNs) on the NYSE Arca
stock exchange.
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(as defined below) and of seeking daily compounding leveraged long
or leveraged inverse investment results, as applicable. Investors
should actively and frequently monitor their investments in the ETNs,
even intra-day. Although we intend to list the ETNs on NYSE Arca,
a trading market for the ETNs may not develop.

Credit Suisse AG has filed a registration statement (including a
prospectus) with the SEC for the offerings to which this
communication relates. Before you invest, you should read the
prospectus and other documents Credit Suisse AG has filed with
the SEC for more complete information about the issuer and the
offerings. You may get these documents for free by visiting EDGAR
on the SEC website at www.sec.gov. Alternatively, Credit Suisse
AG (1-800-221-1037), VLS Securities LLC, or any agent or dealer
participating in the offerings will arrange to send you the prospectus
and other applicable documents if you request it.

An investment in VelocityShares ETNs involves risks, including
possible loss of principal. For a description of the main risks see
“Risk Factors” in the applicable prospectus.

The ETNs (the “Securities”) are senior unsecured securities issued
by Credit Suisse AG through its Nassau branch. The Securities are
riskier than ordinary unsecured debt securities and have no principal
protection. Any payment on the Securities is subject to the ability of
Credit Suisse AG to satisfy its obligations as they become due. The
return on the Securities is linked to the performance of a market
index. Investing in the Securities is not equivalent to investing
directly in index components or the relevant index itself.

Because the ETNs are linked to the daily performance of the applicable
underlying Index and include either inverse or leveraged exposure,
changes in themarket price of the underlying futures will have a greater
likelihood of causing such ETNs to be worth zero than if such ETNs
were not linked to the inverse or leveraged return of the applicable
underlying Index. The ETNs include restrictions on the minimum
number of ETNs that can be redeemed, the dates they can be
redeemed, an early redemption charge, do not guarantee any return of
principal at maturity and do not pay any interest during their term.

The market value of the Securities may be influenced by many
unpredictable factors. Risks include limited portfolio diversification,
uncertain principal repayment, and illiquidity. Also, the investor fee
will reduce the amount of your return at maturity or on redemption,
and as a result you may receive less than the principal amount of
your investment at maturity or upon redemption of your Securities
even if the value of the relevant index has increased.

Brokerage commissions will apply to purchases and sales of the
Securities in the secondary market. The sale, redemption or maturity
of the Securities will generate tax consequences. The trading prices
of the Securities will reflect changes in their intrinsic value as well as
market supply and demand, among other factors. The trading prices
of the Securities may also be influenced by changes in the credit
rating of Credit Suisse AG.

The new VelocityShares ETNs represent the first suite of 3x and 2x
leveraged long and inverse precious metals exchange traded
instruments to be listed in the US. The new ETNs are in a response
to demand for instruments to manage risk and express tactical
views in the precious metals market. The ETNs provide institutional
traders a means of managing their precious metals exposures and
expressing market views.

“Precious metals trading volumes have been on the rise, and
institutional traders are looking for alternative ways to implement their
positions.” said Nick Cherney, Co-founder and Chief Investment
Officer of VelocityShares. “This launch further emphasizes our
commitment to developing the sophisticated exchange traded
products needed by professional trading community.” Credit Suisse
AG is the issuer of the ETNs and VLS Securities LLC, a wholly owned
subsidiary of VelocityShares LLC, is marketing the ETNs.

The UGLD and DGLD ETNs allow traders to manage gold exposures
using a 3x leveraged long and inverse positions linked to the S&P
GSCI™ Gold Index ER, and the USLV and DSLV ETNs allow traders
to manage silver exposures using a 3x leveraged long and inverse
positions linked to the S&P GSCI™ Silver Index ER. The LPAL and
IPAL ETNs allow traders to manage palladium exposures using 2x
leveraged long and inverse positions linked to the S&P GSCI™
Palladium Index ER, and the LPLT and IPLT allow traders to manage
platinum exposures using 2x leveraged long and inverse positions
linked to the S&P GSCI™ Platinum Index ER. The indices are
published by Standard & Poor’s Financial Services LLC, a subsidiary
of the McGraw Hill-Companies, Inc.

The ETNs are intended to be daily trading tools for sophisticated
investors to manage daily trading risks. They are designed to
achieve their stated investment objectives on a daily basis, but their
performance over different periods of time can differ significantly
from their stated daily objectives. The ETNs are riskier than
securities that have intermediate or long-term investment objectives,
and may not be suitable for investors who plan to hold them for a
period other than one day. Accordingly, the ETNs should be
purchased only by knowledgeable investors who understand the
potential consequences of investing in the applicable Index

Exchange Traded Note Ticker

VelocityShares 3x Long Gold ETN UGLD

VelocityShares 3x Inverse Gold ETN DGLD

VelocityShares 3x Long Silver ETN USLV

VelocityShares 3x Inverse Silver DLSV

VelocityShares 2x Long Palladium ETN LPAL

VelocityShares 2x Inverse Palladium ETN IPAL

VelocityShares 2x Long Platinum ETN LPLT

VelocityShares 2x Inverse Platinum ETN IPLT
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October 25 BMO Covered Call Dow Jones Industrial Average Hedged to CAD ETF To Trade On Toronto Stock Exchange
October 25 BMO Covered Call Utilities ETF To Trade On Toronto Stock Exchange
October 25 BMO Low Volatility Canadian Equity ETF To Trade On Toronto Stock Exchange
October 25 BMO Canadian Dividend ETF To Trade On Toronto Stock Exchange
October 21 Claymore 1-10 Yr Laddered Corporate Bond ETF To Trade On Toronto Stock Exchange (CBH)
October 21 Claymore 1-10 Yr Laddered Government Bond ETF To Trade On Toronto Stock Exchange (CLG)
September 15 iShares DEX Short Term Corporate Universe + Maple Bond Index Fund To Trade On Toronto Stock Exchange
September 15 iShares S&P/TSX Venture Index Fund To Trade On Toronto Stock Exchange
September 13 RBC Target 2020 Corporate Bond ETF To Trade On Toronto Stock Exchange
September 13 RBC Target 2019 Corporate Bond ETF To Trade On Toronto Stock Exchange
September 13 RBC Target 2018 Corporate Bond ETF To Trade On Toronto Stock Exchange
September 13 RBC Target 2017 Corporate Bond ETF To Trade On Toronto Stock Exchange
September 13 RBC Target 2016 Corporate Bond ETF To Trade On Toronto Stock Exchange
September 13 RBC Target 2015 Corporate Bond ETF To Trade On Toronto Stock Exchange
September 13 RBC Target 2014 Corporate Bond ETF To Trade On Toronto Stock Exchange
September 13 RBC Target 2013 Corporate Bond ETF To Trade On Toronto Stock Exchange
September 12 Horizons Enhanced Income US Equity (USD) ETF To Trade On Toronto Stock Exchange
September 9 Claymore S&P US Dividend Growers ETF To Trade On Toronto Stock Exchange
August 16 Horizons BetaPro COMEX® Long Gold/Short Silver Spread ETF
August 16 Horizons BetaPro COMEX® Long Silver/Short Gold Spread ETF To Trade On Toronto Stock Exchange
July 18 Horizons Australian Dollar Currency ETF To Trade On Toronto Stock Exchange
July 5 Horizons BetaPro COMEX® Gold Inverse ETF To Trade On Toronto Stock Exchange
July 5 Horizons BetaPro COMEX® Silver Inverse ETF To Trade On Toronto Stock Exchange
June 27 Horizons Enhanced U.S. Equity Income Fund To Trade On Toronto Stock Exchange
June 17 PowerShares Fundamental High Yield Corporate Bond (CAD Hedged) Index ETF To Trade On Toronto Stock Exchange
June 14 PowerShares Canadian Preferred Share Index ETF To Trade On Toronto Stock Exchange
June 14 PowerShares QQQ (CAD Hedged) Index ETF To Trade On Toronto Stock Exchange
June 14 PowerShares Canadian Dividend Index ETF To Trade On Toronto Stock Exchange
June 13 PowerShares Ultra DLUX Long Term Government Bond Index ETF To Trade On Toronto Stock Exchange
June 13 PowerShares 1-5 Year Laddered Investment Grade Corporate Bond Index ETF To Trade On Toronto Stock Exchange
June 10 Claymore Advantaged Convertible Bond ETF To Trade On Toronto Stock Exchange
June 3 Canadian Convertible Liquid Universe ETF To Trade On Toronto Stock Exchange
June 1 Can-Financials Income ETF To Trade On Toronto Stock Exchange
June 1 Can-Materials Income ETF To Trade On Toronto Stock Exchange
May 30 Can-Energy Income ETF To Trade On Toronto Stock Exchange
May 30 Can-60 Income ETF To Trade On Toronto Stock Exchange
May 13 Horizons AlphaPro Enhanced Income Financials ETF To Trade On Toronto Stock Exchange
April 14 iShares J.P. Morgan USD Emerging Markets Bond Index Fund (CAD-Hedged) To Trade On Toronto Stock Exchange
April 14 iShares S&P/TSX Global Base Metals Index Fund To Trade On Toronto Stock Exchange
April 14 iShares S&P Global Healthcare Index Fund (CAD-Hedged) To Trade On Toronto Stock Exchange
April 14 iShares S&P/TSX Capped Consumer Staples Index Fund To Trade On Toronto Stock Exchange
April 14 iShares S&P/TSX Capped Utilities Index Fund To Trade On Toronto Stock Exchange
April 14 iShares S&P/TSX Equity Income Index Fund To Trade On Toronto Stock Exchange
April 8 Horizons AlphaPro Enhanced Income Energy ETF To Trade On Toronto Stock Exchange
April 8 Horizons AlphaPro Enhanced Income Gold Producers ETF To Trade On Toronto Stock Exchange
March 15 Horizons AlphaPro Enhanced Income Equity ETF To Trade On Toronto Stock Exchange
February 25 Claymore Short Duration High Income ETF To Trade On Toronto Stock Exchange
February 18 Horizons GMP® Junior Oil and Gas Index ETF To Trade On Toronto Stock Exchange
February 7 Horizons BetaPro COMEX® Copper ETF To Trade On Toronto Stock Exchange
February 2 BMO 2020 Corporate Bond Target Maturity ETF To Trade On Toronto Stock Exchange
February 2 BMO 2015 Corporate Bond Target Maturity ETF To Trade On Toronto Stock Exchange
February 2 BMO 2013 Corporate Bond Target Maturity ETF To Trade On Toronto Stock Exchange
February 2 BMO Covered Call Canadian Banks ETF To Trade On Toronto Stock Exchange
February 2 BMO 2025 Corporate Bond Target Maturity ETF To Trade On Toronto Stock Exchange
February 2 BMO Precious Metals Commodities Index ETF To Trade On Toronto Stock Exchange
February 2 BMO Energy Commodities Index ETF To Trade On Toronto Stock Exchange
February 2 BMO Base Metals Commodities Index ETF To Trade On Toronto Stock Exchange
February 2 BMO Monthly Income ETF To Trade On Toronto Stock Exchange
February 2 BMO Agriculture Commodities Index ETF

New 2011 ETF Listings YTD



CANADIAN ETF WATCH 33

With Claymore ETFs you can

What if we told you that you could:

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

WWW.CLAYMOREINVESTMENTS.CA
1-866-417-4640
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Brought to you by

Niagara Institutional Dialogue Interim Meeting

January 2012

We have had an overwhelming request from our NID members to host a

meeting to discuss “How do we get out of this mess?”. January 2012 will

be our first meeting, designed to increase the “dialogue” for our members.

World Alternative Investment Summit Canada - Western Canada

Calgary April 2012

WAISC is in its 11th year and is Canada’s largest gathering of alternative

professionals. For 2012 we are bringing the conference to Calgary.

More money is raised every year in the newly regulated exempt markets.

These products are unique and offer diversification and cash flow to a

traditional portfolio of stocks and bonds. TheWorld Alternative Investment

Summit Canada will educate, connect and update all participants in this

rapidly growing and ever changing segment of the Canadian capital markets.

Exchange Traded Forum

Toronto ~ May Calgary / Vancouver ~ June Montreal ~ October

ETPs, ETFs, ETNs, Indexing
In its third year, the Exchange Traded Forum conference will address the

latest trends and developments in this rapidly changing and growing sector.

The agenda features industry experts sharing their experiences and forecasts

in a format designed for retail and institutional investment professionals.

(division of CHW Inc.)

EXCHANGE
TRADED
FORUM2012

exchangetradedforum.com

institutionaldialogue.com

World Alternative Investment
Summit Canada

waisc.com

radiusfinancialeducation.com

WAISCWEST
2012



Niagara Institutional Dialogue

Monday, June 11 to Wednesday, June 13, 2012 – Niagara-on-the-Lake

Niagara Institutional Dialogue is an exchange of ideas, knowledge and

practices for Canadian Institutional Investors. 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.

World Alternative Investment Summit Canada

Monday, September 17 to Wednesday, September 19, 2012 – Niagara Falls

WAISC is Canada’s largest annual gathering of alternative and

exempt market investment professionals and service providers.

Featuring panel discussions with top-level international speakers,

fund managers and leading service providers, WAISC brings together

over 400 delegates to explore every side of alternative investments.

Retirement Coaching Conference (RCC) - For Investment Advisors

October 2012 – Toronto

2011 marked the year that the first Baby Boomers turned 65 and every single

day more than 10,000 boomers will retire. This demographic will redefine retirement

and clients will need “coaching” in many crucial decisions. This is a huge opportunity

for the advisor who gets it right. RCC will focus on all aspects of “retirement planning”;

enabling a successful experience for clients.

Radius Financial Education
Radius Financial Education (Radius), a division of CHW Inc., has been producing high level conferences within the financial services

sector in Canada for over 10 years.

As Canada’s leading producer of conferences within the financial sector, Radius events focus completely on education and networking

through an exchange of unbiased ideas and information, allowing our delegates to be leaders in their chosen fields.

Our top-down approach to the agenda enables us to deliver timely, 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.

11th World Alternative Investment
Summit Canada

WAISC2012

waisc.com

For more information, please contact:

Radius Financial Education Judy Street T 416.306.0151 x 2241 street@radiusfinancialeducation.com

RCC
Retirement Coaching

Conference
FOR INVESTMENT ADVISORS

institutionaldialogue.com



Dedicated exclusively to the presentation
of investor information regarding ETFs

For investors, advisors & financial planners

A magazine designed to promote the
ETF sector through industry-sourced
articles from ETF experts

ETFs are expected to grow rapidly
and become a significant part of
poftfolio composition

WatchETF
C A N A D I A N

Keep up to date with the latest
ETF market trends and products, with the on-line
(pdf) bi-monthly magazine, Canadian ETF Watch.

J WatchETF
C A N A D I A N
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canadianetfwatch.comCanadian ETF PerformanceReview: August Year-To-Date

The True Liquidityof an ETF

ETFs: A Need forGreater Transparencyand Regulation

ETF Liquidity: Morethan Meets the Eye

Client Holistic
Retirement Workshops –A Value Added!

Despite What YouMight Have Heard,ETFs Will Not Collapse
Exchange Traded Forum2011 Toronto Review

Canada’s ETF ProvidersAnnounce Creation of theCanadian ETF Association

EXCHANGE
TRADED
FORUM2011
MONTREAL

exchangetradedforum.com

SPECIAL CONFERENCE EDITION

J

Radius Financial Education
20 Toronto Street, Suite 820, Toronto, Ontario M5C 2B8 tel: 416.306.0151 ext. 2236
Editorial, Media & Advertising: pandor@radiusfinancialeducation.com
Subscriptions: subscription@radiusfinancialeducation.com



Visit canadianetfwatch.com to get the latest
news, reports and conference updates!

Where ETF professionals
discuss the market in their own words.

A division of CHW Inc.

Canadian ETF Watch is produced by



A PRESENTAT ION OF

Save $400* off the combined priceof
theExemptMarket Products (EMP)

Preparation Seminarand
IFSE's EMPCourse & Exam

(regular combined price is $950)

If you have been selling OM products,
effective September 28, 2010, National Instrument 31-103

will affect the way you conduct business.

Every Exempt Market Dealer is required to complete and pass the
IFSE Exempt Market Products (EMP) course and register with one single EMD firm registered

in the province(s) you conduct business, in order to sell, trade or promote Exempt Market Products.

Radius Financial Education offers their new, up-to-date
Exempt Market Products Preparation Course, an IFSE certified 2-day program designed

to prepare participants for writing the separate IFSE Exempt Market Products EXAM.

EMP Preparation seminars are offered in the following cities:
Toronto Calgary Vancouver

For further information on Seminar dates in your city, please contact:
Michelle Hubenig at 416.306.0151 ext 2224 or hubenig@radiusfinancialeducation.com

radiusfinancialeducation.com

*Some limitations may apply, please call for details.



Barclays Capital Investor Solutions – customised products and client services as original as your 
vision of success. Start with multi-asset-class products and an integrated global portfolio offering. 
Take advantage of the award-winning BARX-IS electronic trading platform, renowned for fast and 
seamless execution. Find fresh insight and local market expertise from our dedicated teams who 
partner with you to deliver investment opportunities. Tell our professionals what you’re looking for, 
and we will put together all the pieces that add up to a customised solution and success.
For further information, please email solutions@barcap.com.

BARCLAYS CAPITAL IS PROUD TO SPONSOR THE

EXCHANGE TRADED 
FORUM 2011

Earn Success Every Day barx-is.com

Issued by Barclays Bank PLC, authorised and regulated by the Financial Services Authority and a member of the London Stock Exchange, Barclays Capital is the investment banking division of  
Barclays Bank PLC, which undertakes US securities business in the name of its wholly-owned subsidiary Barclays Capital Inc., an SIPC and FINRA member. ©2011 Barclays Bank PLC. All rights reserved. 
Barclays Capital is a trademark of Barclays Bank PLC. All other trademarks, servicemarks or registered trademarks are the property, and used with the permission, of their respective owners.

INVESTOR SOLUTIONS

Millions of Dollars are Unclaimed from Securities
Class Action Settlements by Institutional Investors!!!

How much money are you leaving on the table?

Call Canada Claims Management….

Reinforces the Institutional Investor's Fiduciary Duty Obligations
to Monitor Portfolios and Reclaim Funds on behalf of their Clients 

Independent Portfolio Monitoring and Claims Filing Services

Class Action Consulting to Develop Procedures for Monitoring
Litigation and Settlements in Canada and the United States 

Allows Brokerage Firms and Investment Advisors to keep their
Obligation to Monitor and Pursue Claims on behalf of their Clients

www.CanadaClaimsManagement.ca

416.644.3088

Service@CanadaClaimsManagement.ca

3230 Yonge Street, Suite 200
Toronto, ON  M4N 3P6

877.644.3088



Asset servicing expertise. For today’s investor, there is no room for error, imprecision or delay. To succeed in this demanding 

environment, you need an asset servicing partner who is committed to the business. CIBC Mellon provides the stability and 

resources you need. With the financial strength of two industry leaders, we deliver unparalleled tools and expertise. All designed 

to help you meet your operational needs efficiently. 

For more information, contact:

Barbara Barrow at 416-643-6361 

or visit us at cibcmellon.com

©2011.  A BNY Mellon and CIBC Joint Venture Company.  CIBC Mellon is a licensed user of the CIBC trade-mark and certain BNY Mellon trade-marks.

Stronger governance. Reduced risk.

 Specialized support for ETFs. 
 



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.

Canada’s Premier Source of
Hedge Fund Information

Stay Informed with a Canadian Hedge Watch Membership

Canadian Hedge Watch is published 11 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.

Stay informed with all the
latest hedge fund news
and performance data
with in-depth analyses.

Also includes:

• Current and historical Canadian hedge
fund data

• Distribution of assets in Canadian hedge funds
• Average asset size of funds
• Return information, average and detailed
• Correlation tables
• Comprehensive Canadian hedge fund listings
• Tables of new funds, the best funds and
the worst funds

• CHW Index update sheet
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INFLATION OR DEFLATION: WHICH RISK SHOULD YOU PREPARE FOR?

EXCHANGE TRADED FORUM 2011 SECURITIZATION IN CANADA

SUPERIOR LONG TERM

EQUITY RETURNS:

AlphaNorth Asset Management
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‘MORE MONEY THAN GOD’ ~ AUTHOR, SEBASTIAN MALLABY

A LOOK AT CLOUD COMPUTING

NIAGARA INSTITUTIONAL DIALOGUE 2011

HEDGE FUNDS – LIMITED PARTNERS’ RIGHT OF ACCESS

MONEY CAN’T BUY YOU HAPPINESS, BUT….

AIMA CANADA'S HEDGE FUND INVESTOR CHECKLIST
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ACCESS, BENEFITS AND CULPABILITY SIX PRINCIPLES OF OPERATIONAL DUE DILIGENCE

HELPING CLIENTS PREPARE FOR RETIREMENT FIVE BIGGEST MISTAKES WHEN INVESTING IN US REAL ESTATE

UTILIZING ETFs TO INCREASE PORTFOLIO EFFICIENCY SPECIALTY PORTFOLIOS USING ETFs

A PRELIMINARY RESEARCH STUDY ON TAKE UP RATES AND CLASS ACTION SETTLEMENTS IN CANADA

THE AGILE

ASSET MANAGER
ORGANIZATIONAL STRATEGIES AND COMPETENCIES

TO OUTMANOEUVRE THE COMPETITION

September 19-21

www.waisc.com

WAISC
2011

10th Anniversary

World Alternative

Investment Summit Canada
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M O N T H LY R E V I E W O F H E D G E F U N D S & A LT E R N AT I V E I N V E S T I N G
SEPTEMBER 2011 VOLUME 11 ISSUE 9

COMMODITY INVESTING: ALPHA, BETA AND SOMETHING IN BETWEEN

AIMA-CANADA EMERGING MANAGERS WORKSHOP

FORECASTING BEYOND THE CREDIT CRISIS: REVISITED (AGAIN)

THE IMPORTANCE OF BUSINESS PROCESS MATURITY

AND AUTOMATION IN RUNNING A HEDGE FUND

CANADIAN ETF PERFORMANCE REVIEW: AUGUST YEAR-TO-DATE

WAISC 2011 – CANADA’S ALTERNATIVE

INVESTMENT COMMUNITY GATHERS

FOR THE YEAR’S BIGGEST SUMMIT

www.waisc.com

WAISC
2011

10th Anniversary

World Alternative

Investment Summit Canada
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Canadian Hedge Watch Inc.
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Editorial, Media & Advertising: hubenig@canadianhedgewatch.com
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client inspired. performance driven.

National Bank Financial Markets’ unique experience in structuring 
ETFs has made us an industry leader. We have been appointed 
Designated Broker for more ETFs than any other broker in Canada 
and make markets on nearly every Canadian ETF. Our comprehensive 
research products, depth of knowledge, access to market liquidity, and 
expert trading advice for institutional clients, make us Canada’s leading 
ETF service provider.

Contact us at ETF@NBF.CA

Canada’s Leading ETF  
Service Provider. 

DERIVATIVES: INTEREST RATE • FOREIGN EXCHANGE • EQUITY • COMMODITIES • STRUCTURED PRODUCTS • EXCHANGE-TRADED FUNDS

National Bank Financial Markets is a tradename used by National Bank Financial (NBF) which is an indirect wholly owned subsidiary of National Bank of Canada.

NBF.CA

ETF SALES AND TRADING

Toronto   Montreal
416-869-6654  514-394-8561




