How advisors get paid
 any Canadians admit that they don’t know exactly how their advisor gets paid. New regulations
M
aim to clear up some of this confusion. The following scenarios1 break down the costs of investing,
using a hypothetical $10,000 mutual fund investment.

So how does your advisor get paid?
Usually it’s in one of two ways: through a fee embedded in the cost of
your mutual fund, or a separate fee paid directly by you.

Invesco Canada’s Fund Facts
documents can help you explain
the cost of investing to your
clients. To download the latest
Fund Facts document for any
series of our funds, look under
“Regulatory documents” on
www.invesco.ca.

The costs charged by the mutual fund (expressed as a management
expense ratio, or MER) will vary depending on how your advisor is paid.
The MER is lower under the direct model because it does not include
your advisor’s compensation.
Costs charged through the mutual fund2
Cost of professional investment management and operating expenses …
plus GST/HST paid by fund company
Embedded compensation paid to
dealer, through mutual fund (1%)

Direct compensation paid by
investor to dealer (1%), plus
taxes (0.1%)

GST/HST paid by dealer
Amount retained by dealer for services provided to advisor, such as:
•
•
•
•
•

administration
compliance and oversight
client reporting
privacy enforcement
money laundering protection

Investment dealership

Amount paid by dealer to advisor for services provided to client, such as:
•
•
•
•
•
•
•
•

financial planning
annual review
retirement planning
educational planning
tax & estate planning
investment planning
cash management
trust planning

Total annual cost of your mutual fund

$10,000 mutual
fund investment
Embedded
(MER: 2.5%)

Direct
(MER: 1.4%)

$250
$130
$20

$140
$130
$10

$100
$35

$110
$10
$35

$65

$65

$250

$250

Advisor

Regardless of how an advisor is paid, it is important to provide you with choice and transparency.
If you understand the services your advisor provides and the costs of those services, the value
of the advice you receive will be evident.

For illustrative purposes only.

Does the MER include all costs?
The MER typically represents the majority of the costs paid by the fund, but not all.
Portfolio transaction costs, such as brokerage commissions and any HST applicable to
these costs, are not included in the MER. These trading expenses are expressed as the
Trading Expense Ratio (TER). While the MER differs from series to series, the TER relates
to the fund as a whole.
Total fund expenses:
Both the MER and the TER are expressed as an
annualized percentage of daily average net
Example – Trimark Global Balanced
assets of the fund during the period.
Fund, Series A†
MER = 2.62%
TER = 0.04%

What are the components of a TER?
•
•
•

Brokerage commissions
Portfolio transaction costs
Related HST

Total fund expenses = 2.66%
†

As at December 31, 2014.

Choosing your investments
Your investment goals, time horizon and risk tolerance are important factors to consider
when making an investment decision. While MERs may be a part of the investment
decision-making process, they shouldn’t be the primary factor in choosing a fund.
Even though MERs reduce the value of your investment, paying less does not always
mean you’re getting better value.
Talk to your advisor to determine which funds are best suited to meet your investment
needs and then consider the level of the MER.

Why do MERs change from period to period?
Some of a fund’s operating expenses are fixed, with little variance from period to period.
Other costs can fluctuate considerably depending on factors such as the number of
unitholders, assets under management, fund holdings and the number of transactions
processed during a given period.
The MER is calculated for each series of shares or units of a given fund, reflecting
different costs associated with each series.
For more information, call us at 1.800.874.6275 or visit our website at www.invesco.ca.

The information provided is general in nature and may not be relied upon nor considered to be the rendering of tax,
legal, accounting or professional advice. Readers should consult with their own accountants, lawyers and/or other
professionals for advice on their specific circumstances before taking any action. The information contained herein
is from sources believed to be reliable, but accuracy cannot be guaranteed. Commissions, trailing commissions,
management fees and expenses may all be associated with mutual fund investments. Mutual funds are not guaranteed,
their values change frequently and past performance may not be repeated. Please read the simplified prospectus
before investing. Copies are available from your advisor or Invesco Canada Ltd.
1

A ssumes the value of the hypothetical investment averages $10,000 over the course of the year. While the management expense ratios (MERs),
compensation rates and percentages retained by the dealer cited are representative of real-world costs, they are highly variable.

2

T his is the total of the mutual fund’s management fee (which includes any dealer compensation), operating expenses and GST/HST. There is no
dealer compensation paid through the Direct model.

*	Invesco® and all associated trademarks are trademarks of Invesco Holding Company Limited, used under licence. Trimark®, Knowing pays® and
all associated trademarks are trademarks of Invesco Canada Ltd.
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Advisor’s
corner
How advisors
get paid
Effective July 15, 2016, clients must be
provided an annual summary of all charges
incurred, including all forms of compensation
received by your dealer. In many cases,
these payments will be paid through the
costs of a mutual fund.
Understanding a fund’s management
expense ratio is an important step in
ensuring transparency of investment
costs. The attached investor-friendly tool
can help you explain to clients the costs
associated with their mutual funds.
For more tools on regulatory reforms,
log onto www.invesco.ca/CRM2.

