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| Comparing Investment Portfolios

December 11, 2017

Investment Portfolio Analysis Question.pdf

®

Jonathan and Paula are each hoping to buy a house in ten years. They have each chosen an investment
portfolio, hoping to save for a large down payment in ten years. Whose portfolio will show the better

return?

' Paula's Portfolio

+ $5600 in a tax-free
savings account
(TFSA) earning 2.2%,
compounded monthly

» Annual end-of-year $500
purchases of a 10-year
Canada Savings Bond
(CSB) earning 3.6%,
compounded annually

* Monthly deposits

of $200 to a savings
account earning 1.6%,
compounded monthly

(-

Jonathan's Portfolio

+ 10-year $2000 guaranteed
investment certificate (GIC)
earning 4.2%, compounded
semi-annually

* Weekly deposits of

$55 to a savings account
earning 1.8%, compounded
weekly

~ $4000
« Five-year bond earning
3.9%, compounded quarterly
and then reinvested in a
4.1% bond

Using the information provided, answer the following questions for each portfolio. After making an honest

effort, click each question to check your work.

1. How much principal do Paula and Jonathan each invest over the ten years? Include both single
payment investments and the total of regular payments.

2. What is the future value of each person's portfolio, in ten years? Don't forget that Jonathan

reinvests his bond after five years.

3. What rate of return does each person’'s portfolio have after ten years? Rate of return is the ratio
of the amount an investment has increased in value at a given point to the amount invested.
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Paula's Portfolio

* $5600 in a tax-free
savings account
(TFSA) earning 2.2%,
compounded monthly

« Annual end-of-year$500
purchases of a 10-year
Canada Savings Bond
(CSB) earning 3.6%,
compounded annually

* Monthly deposits

of $200 to a savings
account earning 1.6%,
compounded monthly
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Jonathan's Portfolio

* 10-year $2000 guaranteed
investment certificate (GIC)
earning 4.2%, compounded
semi-annually

» Weekly deposits of
555 to a savings account
earning 1.8%, compounded

weekly
$4000

* Five-year bond earning
3.9%, compounded quarterly
and then reinvested in a
4.1% bond
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0 SOLUTIONS...

Paula's Investment: Jonathan's Investment:
5600 + 10(500) + (200)(12)(10) 2000 + (55)(52)(10) + 4000
=34600 =34600

Paula invested $34600 Jonathan invested $34600

Paula and Jonathan will invest the same amount over the ten years.

2)

Use the financial application on your graphing calculator:

For single-payment investments, enter: Term in years, Present value, Annual interest rate,
Compounding frequency

For regular-payment investments, enter: Number of payments, Regular payment amount, Payment
frequency, Payments at Beginning or End of compounding period, Annual interest rate,
Compounding frequency

Future Value (Paula) Future Value (Jonathan)

TFSA = $6976.62 GIC = $3030.71
CSBs = $5892.88 Savings Account =$31329.72
Savings Account = $26 007.87 Bond (reinvested at 5 yrs*) = $5955.45
Portfolio total = $38 877.37 Portfolio total = $40 315.88
Total future value = $38 877.37 Total future value = $40 315.88

* Jonathan's bond has a future value of
$4856.65 after five years, which he
reinvests for another five years at 4.1%.

3)

Subtract the amount invested from the future value, then divide by the amount invested.

Rate of Return (Paula) Rate of Return (Jonathan)

_ 38877.37 - 34600 _ 40315.88 - 34600
34600 34600

=0.123 =0.165

Jonathan's portfolio will have a rate of return of about 17%. This is about 5% higher than the rate of
return from Paula's portfolio, which will be about 12%.
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Fund Facts
+ at Septamber 30, 2012

Managed By: C/ Investmants Inc.
Advisors; Ci lnvestment Consulting

Assets Under Management*: $727 1 million
Portfolio Manager: Multi-manager

Assot Class: Diversified income

Inception Date: July 2010

NAV: $10.80

Min. Initial Investment: $25,000
Subsequent Purchase(s): $25.000

Min. PAC Investment: 5750

Management Expense Ratio: 2.07%

Top Holdings a5 &t August 31, 2012

Gowv't of Canada, 2.00%, Merch 1, 208%

m4

Gov't of Canada, 2.75%, Juna 1, 2022 1.91%
3. Treasury, 2.00%, November 15, 1.88%
£

Gov't of Canada; 4.00%, June 1, 2041 1.55%

Eli Lilly & Co. 1.46%

Gov't of Canada, 2.25%, August 1, 1:24%

2014

Gov't of Canada, 3.00%, December 1, 1.18%

2015

Prowince of British Columbla, 3.70%, 1.15%

Dacembear 18, 2020

iShares DEX Universe Bond 1.14%

Province of Ouebec, 4,50%, December 1.10%

1, 2020

Total 14.64%

Volatility Meter

M @

Low

High

Based an 3-yaar standard dewiation relative to ather funds

In its eatagary, fram Glabe investor.

Equity Style and Capitalization Dverview
Blend Growth Value

targe e s ALY,

Md _ 2

Small e LA

—itree: Ol Investmants and The Giobe and Mail Ing,

December 11, 2017

Managed Solutions
(Class A)
Select Income Advantage Managed Corporate Class (Class

A)

ELECT

'-gf‘?{fﬁ'

OBJECTIVE

The imvestment objective of this fundis to provide toa diversified portfalio of incom ting itiesina manner that is
similar to holding multiple Income-ganerating funds. The fund invests primarily n investment grade fixed income securities issued by
governments and corparations in Canada and globally. The fund may alsoinvest up ta 50% in other income generating securities such as
preferrad shargs, common shares and real estate investment trusts. The fund’s investment will be made primarily through mvestments in
other mutual funds, either directly or by entering into derivativiss, and the fund may directly hold securities from time to time. Any
change 1o the investment objective must beapproved by a majarity of the votes cast by shareholders at meeting called to consider the
change

Compound Returns and Quartile Rankings (25 at September 30, 2012)

This table shows the historical annual compound total return of the fund compared with the Globefund Group Average and the fund's
quartile ranking within the Globefund Peer Group. The ratums listed below are parcentages. Performance of the fund varsis its official
benchmark can be found in the Management Report of Fund Performance (MRFPL. See the related document sectian on this web page.

P
Since
Y10 1Mo Mo 1¥r 3 5Yr 10¥r  Inception®
anl 7 K 1 3 L I 7Y R 7Y B 17 M
Return 537 084 ) AL —IN/A} INA] (3.'571' )
Gep Avg 508 17 231 iE 88 aw R T
*July 13, 2010
Performance Data

This chart shows you the fund's annual perfarmance and how an imvestment would have changed over time.

O ciselect Income Adv Corp Class A

4.0%
24
2.0% B
0.0%
2002 2003 2004 2005 2006 2007 2008 2008 2010 2011
Asset Class Current Value of a $10,000 Investment

IH C15ekactlrervme A Cop i 4,

Corporate Bonds 14.0% $12.000
— Egquity 12.0%
— Cdn Gov't Bonds. 27 0% SHL000
Cash and Equivalents 22.0%
RETS BO%
~ High Yiel Bonds 17.0% ®

&
SELECT
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“und Facts
* gt September 30, 2012

Managed By: Cl Investments Inc

Advisors: Signature Global Advisors
Chief Imvestment Officer Eric Bushell

Assets Under Management®; $346.8 million
Portfolio Manager: John Shaw and Geof Marshall
Asset Class: Global Fixed Income

Inception Date: December 2001

NAV: 3857

Min. Initial Investment: 3500

Subsequent Purchase(s): 5500

Min. PAC Investment: §50

Management Expense Ratio: 2 10%

Top Holdings as at August 31, 2012

Gow't of Canada, 2. 75%, June 1, 2022 0.93%
Harvast Operations Corp., 6.88%, 0.82%
Detober 1, 2017
Irnational Lease Financa, B 75%, 0.82%
arch 15, 27
Lincoln National Corp,, 7.00%, May 0.78%
17, 2066
Calpine Corp,, 7.50%, February 15, 0.72%
021
Chiron Mergar Sub, 10.50%, 0.70%
Novamber 1, 2018
National Money Mart Company, 0.66%
10.38%, December 15, 2016
SunGard Data Systems, 10.25%, 0.60%
August 15,2015
Multiptan Inc, 3.88%, Septembar 1, 0.58%
ZMAB
Pacific Rubiales Energy, 7.25%, 057%
[ecember 12, 2021
Total 118%
Volatility Meter
Law High

Based on S-year standard deviation ralative o other funds
in it category, from Globe Invasto:

Fixed Income and Capitalization Overview

Spread Rate Blend
Lang
Blend _
Short ]

-aurce; Cl investmenis and The Globe and Mail Ine

Signature Corporate Bond Fund (Class A)

Also available: ClassF&|

0BJECTIVE

S—

17N e,

—” GLOBAL ADVISORS

The fund's Invastment objective |s to achisve a yield advantage by using fundamental value analysis to avaluate investments. The fund

will invest mainly i fixed-income securities that

are ivestment grade and below |

grade. The f {ir

objactive of the fund can only bechanged with the approval of @ majority of the votes cast by unitholders ata meeting called specifically

tp vote on the change to the mvestment ohjsctives.

Compound Returns and Quartile Rankings (as 2t September 30, 2012)
This table shows the historical annual compound total retum of the fund compared with the Globefund Group Average and the fund's
quartile ranking within the Glohefund Peer Group. The retums listed below are percantages. Performance of the fund versus its official
benchmark can be found i the Manageement Report of Fund Parformance {MAFP), See the related document section on this web page

Since
Y10 1Mo Mo 1¥r ¥ 5¥r 10¥r  Inception®
GT] 3 4 ] 3 1 3 E] IN/A}
Raturn (TS o0& 182 1071 Rk E_.'f‘s' E¥:i: 45
Grp Avg 845 13 329 [iE:D ] [¥] 616 “Th7Al
*December 17, 2001
Performance Data
Thiz chart shows you the fund's annual performanca and how an investment would have changed over time.
[ ci signature Corporate Bond
18.8
20% 93
1.9 4.6 51 a7 48 48 74 . =N
0% ]
=20%
2002 2003 2004 2006 2006 2007 2008 2009 2010 2011
Bond Type Current Value of a $10,000 Investment
W I Sgnanm Gorporta Bord
—— Corporate Debentutes 82 9%
Municipa! Bonds 0% Hens
Dt 14 3%
— Federal Bonds 26%
Bond Term
tore thar 20 years maturity 12.0%
10-20 years rmaturicy 29%
=— 510 years maturity 448% .
1=5 years maturity 26.0% e
—— Dther 14.2%
Geagraphic Composition
Lnatedt Kingdom 15%
Parshall islands 1.0%
Lusambourng 1.5%
United States 34.24%
Canada 0%
nher TE 9%
Barmuga 1.5%
Germarny 14%
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Fund Facts

s at Septamber 30, 2012

Signature High Income Fund (Class A}
Also available: Class F&l

_Lignating

—” GLOBAL ADVISORS

Managed By: Cl lnvestments Inc.

OBJECTIVE
Advisors: Signatuss Global Advisars This funids objective is to generate a high level of income and lang-term capital growth. It invests primanly in high-yiglding equity
Chiet Investment Officer Eric Bushell securities and Canadian corporate bonds. Any change to the investment objective must be approved by @ majority of votes cast ata

Under Msnagement®: §4,168 7 million maeting of unitholders held for that reason,

Portiolio Manager: Geof Marshall, Joe ' Angalo Compound Returns and Quartile Rankings (a5 at September 30, 2012)
and Ryan Fitzgarald Thic table shows the historical annual compound total return of the fund compared with the Globatund Group Average and the fund's
quartile ranking within the Globefund Peer Group: The ietums listed helow are percentages. Performance of the fund versus its official
Asset Class: Canadian Balanced Incoms henchmark can ba found in the Management Report of Fund Performance (MFAFF), See the related document saotion on this web page
Inception Date: Decamber 1956
Since
NAV: §14.02 Y70 Mo Mo 1 3vr 5¥r 10 Inception®
Min. Initial Investment: 5500 aril ! 4 1 ) ) i 1 T
Raturn BE 142 348 1387 1158 575 54 474
Subsequent Purchase{s): 5500 Grp Avg 54 108 285 28 T aD 137 485 L)

Min. PAC Investment: $50 “Decembar 18, 1995

Management Expense Ratio: 1 60% Padformanca Data

This ehan shows yeu the fund's annual performance and how an investment would have changed over time

O ci signature High Income

50% 30.6
Top Holdings as at August 31, 2012 ‘: 227 198 186 L 453
s G = 6.7 " | T 8
Inter Fipeling Fund 2.16% 0% — 2. T 21 '5! I 1 48
Suncor Enegy 201% 50%
" 0
el L 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
<uminar REIT 191%
Cdn. Real Estate Investment 1.73%
Alied Propesties REIT 167%
Brookfigld Asset Management 1.62%
Brookfield Renewable Energy 1.32%
Transurban Group 1:30%
H&R Real Estate Invest. Trust 1.24% Assat Class Current Valua of  $10,000 Investment
Total 16.95% B i Sigranen Hih inome
— Cavh and Eguivaients 11 4%
Volatility Meter Forsign Equity 11.3%
g — Canadian Equity %
i Faresgn Bonds 286%
"y — Caradin Bonds 129%
Low ./ High RETTS 104%

Besed nn 3-year standard devistion relative 1 othar funds Othet 43%:

inits category, fram Globe bnvestor

Equity Sectors

Equity Style and Capitalization Overview
Blend lir_wdl Valoe

|ame Githar 54 8%
Unilitias 5 7%

Mid Materiais 3%
— Industrials 415

Small — Financiaky 17.6%
Enerdy 12.9%

—— Consunmer Discretoniry 1.2%
Telecommunicatian Services 34%

Geographic Composition

Austrafia 45%
Luxemibourg 10%
Barmiute 32%
United States 24.4%
Canada 45.4%
Other 17.7%
Limited Kingdom 1.3%
Netherlands 3%

sarme: O Investmants and The Giobe and Mail Ik
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H O M EWO RK B /FRACTICE QUESTIONS.N

. * p. 509:

Quiz on TueSday. . Formulas..#1, 2a, 3, 4, 6, 7a
TVM-Solver...#8, 9, 10

p. 506: Self Test

\\EEHKMOp.503#3 4‘//

A:P@+1) [=A-P

n

Simple Interest 75 A=P+Prt
A=P+1 A=P(+n)

- Rate of Return - Rule of 72
earn 2
ROR = ————x100% @M@gmm=l—
invested rate
- Present Value - Regular Payments {TVM-Solver)
M=
}>=-——11——- %=
r\" Fli=
(1+j PHT=
n Fli=
P=
Col=
FPHT:|3RM BEGIN
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Foundations of Math 11

Homework Assignment —

Investment Portfolios

Name:

| Comparing Investment Portfolios

Jonathan and Paula are each hoping to buy a house in ten years. They have each chosen an investment
portfolio, hoping to save for a large down payment in ten years. Whose portfolio will show the better

return?

Using the information provided, answer the following questions for each portfolio. After making an honest
effort, click each question to check your work.

1. How much principal do Paula and Jonathan each invest over the ten years? Include both single

.

&

Paula's Portfolio

« $5600 in a tax-free
savings account
(TFSA) earning 2.2%,
compounded monthly

purchases of a 10-year
Canada Savings Bond
(CSB) eamning 3.6%,
compounded annually

* Monthly deposits
of $200 to a savings
account eaming 1.6%,
compounded monthly

i
)
/

O

* Annual end-of-year $500

Jonathan's Portfolio

* 10-year $2000 guaranteed
investment certificate (GIC)
earning 4.2%, compounded
semi-annually

* Weekly deposits of -
$55 to a savings account
eaming 1.8%, compounded

weekly

~ $4000
+ Five-year bond eaming
3.9%, compounded quarterly
and then reinvested in a
4.1% bond

-~

payment investments and the total of regular payments.

2. What is the future value of each person's portfolio, in ten years? Don't forget that Jonathan

reinvests his bond after five years.

3. What rate of return does each person's portfolio have after ten years? Rate of return is the ratio
of the amount an investment has increased in value at a given point to the amount invested.
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