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Imagine you are 94.  What is it going 
to feel like if you have to ask your 

children, or your grandchildren, to 
help pay your rent?



WHO AM I? 
Nanci K. Murdock, CFA 

Over 20 years in the financial industry 

Held the CFA designation since 2001 

Former Head of Marketing, BCA Research 

Blogger and financial literacy advocate 



Financial 
Advisors in 
Canada are 

regulated by 
IIROC. 



I am not a financial advisor. 

I had my certification for 
several years but gave it up to 
work in research, and to teach. 



Meet, Lucy B.
Professional Trainer & Speaker  

38 years old, working for 10+ years 

Recognized successful trainer, speaker 

Recently raised her rates, getting booked 

$7K keynote, rising income, growing savings



Lucy’s Savings/Investments
$14,000 in mutual funds

$7,000 in a locked-in pension 

$28,000 in a savings account 



HEY! SAY SOMETHING REALLY 
AMAZING RIGHT HERE!

Just shy of age 40, Lucy finds 
herself earning over $180,000, 

with $21,000 in investments, 
and another $28,000 in a 

savings account.



Large cash 
balances in your 

accounts will 
often trigger a call 
from your bank to 

meet with a 
financial advisor. 



Lucy’s Financial Plan 
…equals Lucy, quite pleased with herself  

$49,000 invested in new portfolio  

Automated $1,000 monthly contribution  

$5,500 to TFSA; $6,500 to RRSP 

Lucy is ecstatic to have a plan for her future



ABC Bank Fund Portfolio

LUCY’S NEW PORTFOLIO

U.S .Equity Fund (25%)

Canadian Equity Fund (50%)

Corporate Bond Fund (25%)



Lucy’s Financial Plan 
…equals Lucy, quite pleased with herself  

$49,000 invested in new portfolio  

Automated $1,000 monthly contribution  

$5,500 to TFSA; $6,500 to RRSP 

Lucy is ecstatic to have a plan for her future



What Lucy doesn’t know is that, like 4.9 
million Canadian households (33%), she 
has potentially made a horrible mistake. 1



What she doesn’t know is that she has 
probably just made the most expensive 
decision of her lifetime. 2



What Lucy doesn’t know is the choice she 
just took will cost her over $750,000 (40% 
of her retirement income). 3



Excuse me? 



Do any of these 
statements 

resonate with you?



One third of Canadians have no 
idea what specific investments 
they hold within their portfolios.



63% of 
Canadians say 
they have only a 
basic or very 
limited 
understanding 
of investing.



Investors spend 
more time 

researching a 
new car than 
they do a new 
investment.



You are not alone.



My intention today is to 
share with every person 

in this room the 
knowledge required to 

ensure your hard earned 
money is safe and 

protected for the future. 
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Compound interest can be thought of as 
“interest on interest,” and will make an 

investment grow at a faster rate than 
simple interest, which is interest 

calculated only on the principal amount .



COMPOUND INTEREST 

1 2 3
Anyone can 
benefit from 
compound 

interest. 

“The eighth 
wonder of the 

world.”  
—Albert Einstein 

Time is not on 
your side with 
compounding; 
invest early.  



Glenda Betty

TWIN SISTERS

20-40

40-65

65

$4000 / year 

($80,000)  
45 years @ 8% 

$4000 / year 

($100,000) 
25 years @ 8%

? ?

AGE



TWIN SISTERS
Glenda and Betty

8% interest rate for both sisters 

From age 20 to age 40 Glenda 
invests $4,000 each year. And then 
never again. ($80,000)

Betty does not start until age 
40, and then invests $4,000 a 
year until age 65. ($100,000) 

At age 65, how much does each sister have? 

?
?



TWIN SISTERS
Glenda and Betty

8% interest rate for both sisters 

From age 20 to age 40 Glenda 
invests $4,000 each year. And then 
never again. ($80,000)

Betty does not start until age 
40, and then invests $4,000 a 
year until age 65. ($100,000) 

Glenda has over four times as much as Betty. 

$1,460,622

$327,773



“My wealth has come from a 
combination of living in America, some 
lucky genes, and compound interest.”

—Warren Buffett   
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THE RRSP

18% of earned income (maximum of $24,930)  

Forced withdrawals at age 71, classed as income 

Tax benefit received at time of contribution 



“The number one 
misconception about 
the TFSA is that it is a 
savings account you 
find at the bank.”

—Nanci K. Murdock, CFA 
CAPS 2015, Halifax



The Tax-Free Savings Account 
(TFSA) is the most exciting 

innovation in personal savings 
since the creation of the RRSP.



THE TFSA

$5,500 each year for every Canadian over 18

No forced withdrawal. Any time. Ever. 

Tax benefit received at time of withdrawal



RRSP OR TFSA
Need earned income to contribute

Tax-deductible contributions

Tax-free withdrawal

Age limit for making contributions

Withdrawals count as income

RRSP TFSA



GOODBYE TAX?:
With every adult over 25 having contribution 
room of $41,000 it is entirely possible our 
children will have a 100% tax free retirement.  

THREE FUN FACTS ABOUT THE ALL NEW GROWN UP TFSA 

THANKS, BABE: Contributing to your spouse’s (or child or 
elderly parent) TFSA is an effective—and legal, 
form of income splitting. 

SAVING FOR A DOWNPAYMENT: With tax free withdrawals, and contribution 
room reset each Jan 1, the TFSA is a perfect 
emergency or short-term savings vehicle. 



THIS IS A HEADER TITLEBOTTOM LINE: 
If you are in a high income bracket, 

the RRSP is most likely the right 
account for you. 



THIS IS A HEADER TITLEBOTTOM LINE: 
In all other situations, the TFSA is the best 

option for Canadians. 

Withdrawals do not trigger clawback of OAS (not so with RRSP)   

Each and every withdrawal is tax free (not so with RRSP) 

Withdrawal amounts are reset on January 1  (not so with RRSP) 
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THREE 
PRIMARY 
ASSET 
CLASSES

Cash

Bonds

Stocks



FIXED 
INCOME AND 
EQUITY 
DEFINITIONS

Bonds

Stocks

A debt investment in which an investor loans 
money to an entity which borrows the funds for 
a defined period of time at a variable or fixed 
interest rate. 

A type of security that signifies 
ownership in a corporation and 
represents a claim on part of the 
corporation's assets and earnings. 



REWARD

BONDSCASH STOCKS

RISK

CONSERVATIVE AGGRESSIVE



ASSET ALLOCATION

Asset allocation attempts to balance risk versus 
reward by adjusting the percentage of each 
asset in an investment portfolio. 

Asset allocation is decided according to an 
individual's goals, risk tolerance and 
investment horizon.

The three main asset classes—equities, fixed-
income and cash will behave differently over 
time. 



ASSET ALLOCATION

50% 50%



ASSET ALLOCATION

DIVERSIFICATION



SAMPLE ALLOCATIONS

30 65 85
Cash: 5% 

Bonds: 20% 
Stocks: 75%

Cash: 5% 
Bonds: 60% 
Stocks: 35%

Cash: 15% 
Bonds: 70% 
Stocks: 15%



Devine and Baum Shoes
In 2016, Suzannah Baum 
and Glynis Devine start a 
fabulous shoe company. 
After a few solid years, 
business is so good that the 
team is approached by Holt 
Renfrew—with an offer to 
begin selling their hot new 
brand in stores across 
Canada.  

The ladies have just six 
months to ramp up 
production and meet the 
demand of thousands of 
shoe hungry Devine & 
Baum customers. 

With their new found need 
for capital the dynamic duo 
approaches a top 
investment bank, which 
advices they should issue 
$10,000,000 worth of 
10-year bonds, and another  
$10,000,000 worth of 
common stock.  

These two financial 
decisions will bring them 
much needed $20MM for 
expansion while keeping 

debt levels low and letting 

them retain majority 
interest in their company. 



STOCKS: Bottom line: Investing in stocks means you are 
a part owner of the company, and participate in 
it’s profit and losses. Also, you are entitled to 
any dividends declared by management.  

BONDS: Bottom line: Investing in bonds means you have 
lent the company (or government!) money and 
in return for stated interest, you will receive the 
entire amount at a specified future date. 

The best option for 98% of investors will always be a balance of 
high quality stocks and bonds.  And that balance will be a 

function of financial situation and risk tolerance. 
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MUTUAL FUNDS EXCHANGE TRADED 
FUNDS (ETFS)

Management

Purchase 

Fees 

ACTIVELY MANAGED 
(Portfolio Manager and team)  

Bought directly from bank or 

mutual fund dealer.  

Notorious for having complicated, 

hidden and expensive fees. 

PASSIVELY MANAGED 
(computer algorithm)  

ETFs are purchased on a 

stock exchange.  

Ultra-low annual fees 

(often under 0.2%) 



MUTUAL FUNDS EXCHANGE TRADED 
FUNDS (ETFS)

ACTIVELY MANAGED PASSIVELY MANAGED 



HEY! SAY SOMETHING REALLY 
AMAZING RIGHT HERE!

An index or market index is 
a measurement of the value 

of a section of the market. 



MUTUAL FUNDS EXCHANGE TRADED 
FUNDS (ETFS)

Management

Purchase 

Fees 

ACTIVELY MANAGED 
(Portfolio Manager and team)  

Bought directly from bank or 

mutual fund dealer.  

Notorious for having complicated, 

hidden and expensive fees. 

PASSIVELY MANAGED 
(computer algorithm)  

ETFs are purchased on a 

stock exchange.  

Ultra-low annual fees 

(often under 0.2%) 



MER
Management Expense Ratio

Covers the operating, trading, sales and marketing costs of the fund

It is a fee paid by you before your portfolio returns are reported

The average MER in Canada is 2.25%



$112,500/yr

SOME FINANCIAL ADVISOR MATH

300 CLIENTS 

50% TO  
EMPLOYER 

Minimum client account 

balance of: 

$75,000 

$247,500/yr
Minimum client account 

balance of:  

$165,000 

(300 clients x 
$75,000 = 
$22,500,000 x 1% 
= $225,000 /2 = 
$112,500)

(300 clients x 
$165,000 = 
$49,500,000 x 1% 
= $495,000 /2 = 
$165,000)

FEE: 1%



HEY! SAY SOMETHING REALLY 
AMAZING RIGHT HERE!

BOTTOM LINE: At the industry 
accepted level of 1% for advisory 

fees, many investors simply cannot 
afford to see a top financial advisor. 



2.5% 1.0%

LITTLE OR NO SERVICE A+ WEALTH MANAGEMENT

WHERE DOES YOUR FINANCIAL ADVISOR LAND? 



“Canadian mutual funds 
have the highest MERs in 
the world. ” 

—2013 Morningstar Research report



Morningstar gave Canada’s 
fund industry an F grade in a 
2011 global ranking for having 
the highest fees among the 
22 ranked countries.  

It was the only country on the list to receive an F. 



Does active 
management 

outperform 
passive 

management?



For the 15 year 
period of 1997-2012, 

index funds 
outperformed 

actively managed 
funds by 80% - 90%.



“New research suggests that 
Canada’s mutual fund industry 
has earned the dubious 
distinction of being the world 
leader in closet indexing.”

—Indexing and Active Fund Management: 
International Evidence, November 2015



“Whether out of ignorance or inertia, 
mutual fund investors seem content 
to pay the price of “embedded 
compensation” just so long as they 
don’t see separate itemized bills. To 
me, this is like sticking with the 
horse and buggy at the dawn of the 
automobile era. —Jonathan Chevreau, FINANCIAL POST 

December 6, 2011



FRONT PAGE HEADLINES
Over the last 2-3 years

FRONTPAGE HEADLINES



As of October 2015, 
Canadians held 1.23 trillion 

dollars in mutual funds. 



THREE 
REASONS 
WE STILL 
BUY 
MUTUAL 
FUNDS

Lack of financial literacy 

We don’t talk about money 

Marketing budget of the industry 



Improving Canadians’ understanding 
about such issues as the true cost of 
investment fees is a primary  goal of 
the Financial Literacy Leader.

—Kevin Sorenson, former Minister of state for 
Finance under Prime Minister Stephen Harper



THREE 
REASONS 
WE STILL 
BUY 
MUTUAL 
FUNDS

Lack of financial literacy 

We don’t talk about money 

Marketing budget of the industry 



“44% of Americans would 
rather discuss death, religion, 
politics or their personal 
health than their financial 
situation.” —2013, Wells Fargo Bank 

financial health study



THREE 
REASONS 
WE STILL 
BUY 
MUTUAL 
FUNDS

Lack of financial literacy 

Marketing budget of the industry 

We don’t talk about money



00000000000
00000000000
00000000000
00000000000

2.25%



It’s easy. 



ABC Bank Fund Portfolio

Lucy’s New Portfolio

U.S .Equity Fund (25%)

Canadian Equity Fund (50%)

Corporate Bond Fund (25%)



MUTUAL FUND 
MERs

ETF MERS

U.S. Equity .15%

.06%

.11%

2.70%

2.69%

1.91%

Asset Class

Canadian Equity

Corporate Bond



2.55% .2%Future value 
(no fees) 

at 8%/30 years: 
$2,036,146

$? $?



2.55% .2%Future value 
(no fees) 

at 8%/30 years: 
$2,036,146

Total Fees Paid: $352,667
Opportunity cost of fees: $878,273

$1,157,873
Total Fees Paid: $39,648

Opportunity cost of fees: $91,046

$1,945,100



HEY! SAY SOMETHING REALLY 
AMAZING RIGHT HERE!

Making the choice to purchase 
high fee mutual funds over ETFs 

30 years ago, has cost Lucy 
$787,000. 



If Lucy had invested in low cost ETFs, her 
annual income until age 100 would have 

been $92,000. 

Instead, her annual income for the 
next 32 years will be $58,000. 



Is that enough to dig 
any statements out of 

the drawer and spend a 
few half days learning 

something new and 
taking action?



TRUE STORY

If Lucy had spent time doing some 
research for three hours each Saturday 
for four weeks, her time would have 
been worth $65,583 per hour.



FINANCIAL ADVISOR:
You have been with your FA for years and are 
happy.  You have reviewed the fees you pay 
annually and sara more than satisfied with the 
products and service you receive. 

THREE ESSENTIAL FACTS THAT ARE A BIG DEAL PEOPLE!

DIY INVESTING:
You are comfortable giving this a shot, or at 
least taking the next few months to learn more 
about it. In fact, you’re going to make it a 
project with your teenager.  

FEE ONLY PLANNER:
There are a segment of advisors that do not sell 
products or work on commission. They charge a 
one-time fee for plan, outside of your account, 
and pride themselves on transparency. 

OPTIONS FOR MOVING FORWARD 



NEXT STEPS

1 2 3
What is your 
total asset 
allocation?

What is the 
total amount in 

annual fees?  

What are you 
holding in all of 
your accounts?



 MY ASSET ALLOCATION

CASH STOCKS BONDS ALTERNATIVE



NEXT STEPS

1 2 3
What is your 
total asset 
allocation?

What is the 
total amount in 

annual fees?  

What are you 
holding in all of 
your accounts?



http://themoneycoach.com/caps-bootcamp

“Next steps” road map 

PDF of today’s slide presentation  

Mutual Funds vs. ETF cheat sheet  

Sign up for my FREE 30-day training 

RESOURCES FOR CAPS 2015  ATTENDEES 

http://themoneycoach.com/caps-bootcamp


http://themoneycoach.com/caps-bootcamp

RESOURCES FOR CAPS 2015  ATTENDEES 

» Question form for CAPS attendees

nanci@themoneycoach.com

http://themoneycoach.com/caps-2015


The fastest growing 
demographic in North America 

is age 90-100. 



How am I going to 
support myself?



…the difference between 
continuing to help the ones 

you love, or having to rely 
on your loved ones.



Imagine you are 94.  What is it going 
to feel like if you have to ask your 

children, or your grandchildren, to 
help pay your rent.



FINAL THOUGHTS

Working hard for many years, will for many more

On the road, training, speaking, writing, award winning

You deserve every hard earned dollar that you earn



“Canadians are allowing 
themselves to be gouged, 
and losing a great deal of 
their own retirement 
income in the process. ” 

—Amanda Lang, CBC News (February 2015)



Please make sure that the 
only retirement you are 

funding  is your own.



Thank you.


