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CASH TYPE INVESTMENTS (high liquidity, low return)
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Preferred share —
A share that usually pays
a fixed dividend

Dividends

Capital
gains
(losses)

Medium
to high

Commission
when you buy
and sell shares

Dividends are generally fixed. A company may
reduce or suspend dividend payments if, for
example, it does not earn enough profit or needs
to preserve its capital.

In general, the prices of preferred shares tend

to fluctuate less than those of common shares.

However, the prices of preferred shares may fall if:

 the company plans to reduce or reduces
dividends

« the rate of return of other investments
increases, making preferred shares relatively
less attractive

Preferred shareholders generally do not have
voting rights, but may be offered special features
such as the right to redeem their shares at certain
times or to convert their shares to common shares
at a certain price.

If the company dissolves, preferred shareholders
generally have a right to receive up to the

face value of their shares from the company’s
remaining assets. They rank behind tax
authorities, employees and creditors but ahead of
common shareholders.
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Investment

Mutual fund - A fund
that continually issues
units or shares to
investors

Return

Distributions
of nterest
dividends
and/or capital
gains

Capital gains
(losses)
when you sell
your units or
shares

Risk

Low to
very high

Costs

You may have

to pay:

« redemption
charges

« sales charges

« switch fees

* short-term
trading fees

« registered
plan fees

« minimum
account
balance fees

The fund pays:

+ management
fees

« operating
expenses
(orafixed
administration
fee)

« trailing
commissions
(paid from
management
fees)

« incentive fees

What else you should know

Mutual funds are widely available through
investment firms, fund companies and banks,
and are easy to buy and sell. When you buy or
sell units or shares of a fund, you receive the
currentvalue of the fund. This is called the
“net asset value” or NAV.

The fees and expenses a fund pays are
deducted from the fund’s assets. They reduce
the returns you get on your investment.

You have the right to vote on major decisions
about the fund.

The level of isk and return depends on what
the fund invests in. Mutual funds are not
guaranteed.
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Alternative investments
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Alternative investments represent some of the most complicated types of investments.
For this reason, they usually have higher-than-average risk in return for higher-than-
average return potential.

Alternative investments are typically meant for very knowledgeable investors or investors
with a lot of money who can afford to take higher risks and get specialized advice.
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Investment

Guaranteed investment
certificate (GIC) - Deposit
certificate issued by a
financial institution

Return

Interest

Risk

Low to
medium

Costs

None, although
you may have to
pay a fee if you
cashinaGIC
early

What else you should know

Terms typically range from 30 days to 10 years.
You can buy them at banks, trust companies and
credit unions.

Most GICs pay a fixed rate of interest to maturity.
The rate of return on some GICs may vary based on
the performance of an index, such as a stock
market index.

GICs are guaranteed by the issuer. The principal
may be insured up to certain limits by a deposit
insurance agency like the Canada Deposit Insurance
Corporation. As a result, there is very little risk that
the principal will not be repaid. However, if the GIC’s
return is tied to an index, there may be a risk that
interest payments will be lower than expected or
there may be no interest payments at all.

Most GICs must be held to maturity but some may
allow you to redeem early. You may have to pay a fee.
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Treasury bill (T-bill) -
A short-term loan to a
government

Interest

Very low

Commissions
are built into the
price of the T-bill.

Terms are less than one year. T-bills are usually
sold in large denominations. You buy them from
an investment dealer.

T-bills do not make interest payments but are
sold at a discount and mature at face value. The
difference is your interest income.

There is virtually no risk of default. The short-term
nature of T-bills means there is low risk that changes
in interest rates will cause their market value to
change significantly.

You can’t redeem a T-bill before maturity but you
can easily sell it back to the investment dealer.
However, this may result in a lower rate of return.
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Money market fund -
Mutual fund that invests
in short-term fixed income
securities

Distributions
of interest

Low to
medium

See Mutual
fund on page 10.

Money market funds are usually issued at a fixed
price of $10.00 per unit or share. The return you
receive will vary depending on the investments the
fund holds. In general, returns follow current short-
term interest rates.

Most money market funds are usually low risk
because they invest in high quality short-term
securities. Others may invest in riskier securities to
increase returns.

See the Investment funds section for more details
about how mutual funds work.
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Investment

Bond -Aloantoa
government or company
that is secured by the
government’s power

to tax or by specific
company assets

Return

Interest

Capital
gains
(losses)

Risk

Low to
high

Costs

Commissions
are built into
the price of the
bond.

What else you should know

Terms typically range from one year to 30 years.

Interest is usually paid at a fixed rate that is
determined when the bond is issued. The rate
will depend on interest rates and the credit rating
of the issuer at the time the bond is issued. For
example, the rate will be relatively higher if there
is a greater risk that the issuer will default on its
payment obligations.

If the company is dissolved, bondholders have

a right to a portion of the company’s remaining
assets. They rank behind tax authorities,
employees and creditors

but ahead of preferred and common shareholders.
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Investment

Common share — A share
that usually has voting
rights

Return

Dividends

Capital
gains
(losses)

Risk

Medium
to very
high

Costs

Commission
when you buy

and sell shares.

What else you should know

Common shareholders usually have the right
to elect directors and to vote on certain major
corporate decisions.

Companies do not have to pay a dividend. Many
larger, established companies try to pay regular
dividends. Others may not pay a dividend because
they are not profitable or they choose to reinvest
their earnings.

If the company dissolves, common shareholders
generally have a right to a portion of the
remaining assets. They rank behind tax
authorities, employees, creditors and

preferred shareholders.





