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ETFs in brief

Exchange-traded funds are set up to mirror the per-
formance of a stock-market index or sub-index. They
hold a more or less fixed selection of securities that
represent the holdings of that index or sub-index and
will allow the fund to "track" its performance.

The MER (Management Expense Ratio) is generally
much lower on traditional ETFs than on conventional
mutual funds. That’s because most traditional ETFs
take a much simpler approach to investing. Instead of
actively managing clients’ investments, ETF providers
invest so as to mirror the holdings and performance of
a particular stock-market index.

ETFs practice this “passive” fund management style,
in contrast to the “active” management that conven-
tional mutual funds traditionally provide at much high-
er costs.

This traditional, passive style usually keeps turnover
very low, and that in turn keeps trading costs down for
your ETF investment.
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How We Assess an ETF's Risk

To help you decide if certain ETFs are suitable for
your portfolio and investment temperament, we clas-
sify them into three easy-to-understand categories:
Conservative, Aggressive and Income. To determine
how an ETF fits into one of those three classifications,
we examine a number of factors. They include

Stock holdings. We look carefully at the specific
stocks the ETF holds, and their prospects. We also look
at the track record of the ETF's managers to see if they
are likely to make good stock selections.

Diversification. The broader the ETF's holdings, the
less volatile its performance is likely to be.

Liquidity. We look at an ETF's size and how many
units trade hands per day. With more liquidity, the bid/
ask spread for shares of a stock will be narrower.

Political and currency risk. This is especially im-
portant for country-specific ETFs and those that focus
on international stocks, outside of Canada and the U.S.

Exchange-traded Funds featured in this issue
ETF Symbol* | Price | P/E Divd. MER | Market Cap | TSINetwork | Advice
$ Yield % % $ millions ETF Rating

Invesco S&P 500 Equal Weight RSP-N 191 | 227 1.6 0.20 | 74,500 Conservative | Hold
Fidelity Canadian Large Cap FCLC-O 14 | 129 1.5 1.09 | 11,600 Conservative | Hold
BMO MSCI EAFE Index ZEA-T 28 271 2.2 0.22 | 10,900 Aggressive Buy
Savvylong (2x) Barrick ABXU-T 33 |na. — 1.25 |28 Aggressive Sell
iShares US Medical Devices IHI-N 63 | 232 0.4 0.40 | 4,200 Aggressive Buy
TD Global Healthcare Leaders TDOC-T 20 |16.3 0.6 0.39 |94.0 Aggressive Buy
Fidelity MSCI Healthcare FHLC-N 75 | 171 1.4 0.08 | 2,500 Aggressive Buy
JP Morgan BetaBuilders Japan BBJP-N 68 |16.9 2.3 0.19 | 14,100 Aggressive Buy
Manulife Global Edge GEDG-0 10 | n.a. — 050 |13 Aggressive Hold
Rocklinc Principled Equity RKLC-T 25 |n.a. — 0.80 | 277 Aggressive Sell

*T—trades on Toronto Exchange (price and market cap are in Cdn. dollars), N—New York Exchange (U.S.), O0—Nasdaq (U.S.), O—Over-the-coun-
ter/other markets. P/E—Stock price divided by 12-month forward earnings per unit; Dividend Yield—Annual dividend rate divided by unit price.
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