Equity ETF Investments
Nobody controls the risk in an Index (ETF), it is our job to
know the risks

ETF Selection Process
Managed Portfolios utilize a blended active and passive investment strategy, typically
using passive ETFs in more efficient markets where we question whether active
managers can add value. The ETFs also help lower the underlying investment costs of
the portfolio, which is a significant consideration. As of April 30th, 2017 the following are
Managed Portfolio equity ETF positions:
Conservative

Balanced

Growth

iShares S&P/TSX Global Gold

2.5%

3.3%

4.6%

SPDR S&P 500

4.4%

3.2%

9.4%

iShares Core EAFE

4.9%

9.1%

Purpose Intl Dividend

3.6%

5.8%

iShares TSX 60

5.9%

iShares S&P/TSX Global Gold ETF (XGD)
XGD holds gold mining companies tilted very much to the big caps. The top holdings
include Barrick (15%), Newmont (14%), Franco-Nevada (10%), Goldcorp (9%) and
Agnico Eagle (8%). Geographically, the holdings are 70% in Canada and 20% in the US,
with remaining spread around globally. With approximately $800m in AUM it is a large
Canadian sector ETF and the expense ratio is 0.61% (higher than most ETFs but inline
with sector focused ETFs).
We hold XGD in each portfolio for macro reasons. Gold and gold companies provide a
natural hedge should the US dollar reverse course. While we are still positive on the US
dollar, its valuation has become elevated and XGD hedges some of our currency
exposure. Geopolitically, XGD also provides some protection. We have no insight as to
which issue may flare up, but with gold in the $1200s we found it to be a reasonable entry
point to add some insurance.
SPDR S&P 500 (SPY)
We have a market to marginal overweight in US equities across our portfolios, which has been
reduced given the advance of the market and valuations. The SPY is the core US exposure for
each portfolio and this is one of the most efficient markets in the world. Well diversified across all
11 sectors, very liquid and low cost at 0.09%. This complements sources of US equity exposure
in the portfolios which tend to be more dividend focused.

iShares Core EAFE (IEFA)
We are overweight International equities in the portfolios, with IEFA providing a core positions
(except Conservative given its low equity allocation). This ETF is well diversified at the sector
level. Geographically, 24% Japan, 16% UK, 9% in each Germany, France and Switzerland. In
aggregate, IEFA has a significance European exposure which we like given valuations. These
are largely efficient markets, perfect for ETF investment strategy. $24 billion in assets and a
0.08% expense ratio are solid characteristics.

• Macro View – this drives our asset
allocation, geographic allocation
and desired tilts within the portfolio
• Market Efficiency – in each
market or asset class we determine
which are more or less efficient
based on participants, composition
and structure. In more efficient
markets we tend to use more ETFs
• Goodness of Fit – does a given
ETF in a market give the portfolio
the desired exposure based on our
macro view
• Bottom Up Security Analysis –
Enables us to see sector and
geographic bets embedded in the
ETF. How this interacts with the
rest of the portfolio is a key
determinant
• Cost – we use ETFs to lower our
overall cost structure, so cost is key
• Creator – understanding who the
creator of the ETF, liquidity and
overall size.

About Connected Wealth
Profiles
• Incorporates both our long term
asset allocation framework and
timelier macro outlook.
• Continuous tactical advice /
updates based Connected Wealth
macro research
• Ovesight and selection of best in
class actively managed mutual
funds
• Transparency into underlying
holdings & positions
• Combines multiple active managers
and passive ETFs for a blended fee
conscious solution
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Purpose International Dividend (PID)
We are overweight International equities in the portfolios, with PID providing a dividend focused tilt (except Conservative given its low
equity allocation). This ETF is well diversified at the sector level and is focused on dividend paying companies with greater stability
and fundamentals. Geographically, it complements IEFA with broader diversification including a 11% Australian and Asia ex Japan
11%. In aggregate, PID adds to the portfolio’s European exposure and Japan. The ETF has a 3.2% dividend yield, $105m in assets
and a 0.55% expense ratio.

iShares TSX 60 (XIU)
We hold XIU in the Growth portfolio to round out its Canadian equity exposure. The portfolio is more tilted towards active managers in
Canada as this is a less efficient market. XIU is included to bring down the overall expense ratio as this ETF costs 0.18%.

The research above is prepared by Richardson GMP Limited and is current as at the date on page 1. Please note that past performance is not necessarily an indicator of future
performance. The indicated rates of return are gross of fees and/or commissions. Individual results of client portfolios may differ from that of the representative portfolio as fees may
differ, and performance of specific accounts is based on specific account investiture. The noted representative portfolio may not be appropriate for all investors.
This research has been prepared for the use of the clients of Richardson GMP Limited and must not be copied, either in whole or in part, or distributed to any other person. If you are
not the intended recipient, you must not use or disclose the information in this research in any way. Nothing in this research shall be construed as a solicitation to buy or sell any security
or product, or to engage in or refrain from engaging in any transaction. This research is general advice and does not take account of your objectives, financial situation or needs. Before
acting on this general advice you should therefore consider the appropriateness of the advice having regard to your situation. We recommend you obtain financial, legal and taxation
advice before making any financial investment decision. Past performance is not a reliable indicator of future performance. There are risks involved in securities trading. The price of
securities can and does fluctuate and an individual security may even become valueless. International investors are reminded of the additional risks inherent in international investments,
such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment. This research is based on information
obtained from sources believed to be reliable but we do not make any representation or warranty that it is accurate, complete or up to date. We accept no obligation to correct or update
the information or opinions in it. Opinions expressed are subject to change without notice. No member of the Richardson GMP Limited accepts any liability whatsoever for any direct,
indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research.
Richardson GMP Limited or its associates, officers or employees may have interests in the financial products referred to in this report by acting in various roles including as investment
banker, underwriter or dealer, holder of principal positions, broker, lender, director or adviser. Further, they may act as market maker or buy or sell those securities as principal or agent
and, as such, may effect transactions which are not consistent with the recommendations (if any) in this research. Richardson GMP Limited is a member of the Canadian Investor
Protection Fund and IIROC. Richardson is a trade-mark of James Richardson & Sons Limited. GMP is a registered trade-mark of GMP Securities L.P. Both used under license by
Richardson GMP Limited

