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Re: Proposed Amendments to MFDA Rule 2.3.1(b) (Discretionary Trading)

We are pleased to provide comments on behalf of Investors Group Inc. ("IG Wealth Management")
on the Mutual Fund Dealers Association of Canada ("MFDA") proposed amendments to MFDA Rule
2.3.1(b) (Discretionary Trading) (the "Proposed Amendments").

The Proposed Amendments will advance client service and provide key tools to help our clients
achieve their investment goals and a more secure financial future. We strongly support this important
initiative.

Our Company

IG Wealth Management is a diversified financial services company and one of Canada's largest
managers and distributors of mutual funds, including the exclusive distributor of its own products.
We are part of IGM Financial Inc. ("1GM"), which is a member of the Power Financial Corporation
group of companies.

We carry out our distribution activities through our subsidiaries Investors Group Financial Services
Inc. and Investors Group Securities Inc., which are members of the MFDA and the Investment
Industry Regulatory Organization of Canada ("IIROC"), respectively. 1G Wealth Management also
carries out insurance advisory services through I.G. Insurance Services Inc. We are committed to
comprehensive planning delivered through long-term client and advisor relationships. The company
provides advice and services through a network of advisors, whom we call "Consultants", located
across Canada to over one million clients. As at June 30, 2019, IG Wealth Management has assets
under management of approximately $90 billion.



Comments on the Proposed Amendments 

(i) The Proposed Amendments will enhance client service and the potential to generate returns

At 1G Wealth Management, we provide our clients with a wide range of investment solutions focused
on delivering superior risk-adjusted returns. One solution, for example, is our unique model portfolio
management program, iProfile Private Portfolios ("iProfile"). iProfile is an asset allocation service
designed to help clients maintain a predetermined balance of funds in their portfolio. This service
allows our clients to achieve optimal diversification among different asset classes, geographic
regions, investment mandates, and management styles — all based upon their investment objectives,
time horizon, and risk tolerance.

Presently, to make any change to the composition of the portfolio, we must seek prior authorization
from each client. In our experience, this process can be administratively burdensome on our clients
and delays in obtaining client approval can dampen our ability to reposition a portfolio to respond to
changing market conditions and/or take advantage of new investment opportunities. Providing
flexibility to make fund substitutions and changes to allocations in model portfolios will allow us to
more efficiently and quickly react to changing market conditions and/or implement strategic decisions
to improve returns or manage downside risk. This flexibility will significantly streamline the portfolio
management process, better positioning us to achieve our clients' investment objectives and
allowing us to provide a service that our clients strongly desire.

(ii) The Proposed Amendments will reduce regulatory burden, without compromising investor
protection

Today, an MFDA member can offer a discretionary managed model portfolio by engaging the
services of an external portfolio manager or establishing a new registrant to act as portfolio manager.
These arrangements require exemptive relieve and are costly to implement and administer. The
Proposed Amendments will significantly reduce regulatory burden as they will eliminate the need for
these alternative structures and their associated costs, as well as the exemptive relief needed to
accommodate the structures.

Investor protection will not be undermined as the Proposed Amendments are predicated upon
registration (or receiving an appropriate exemption). This condition will ensure the member will
achieve the appropriate qualifications and expertise, and will be subject to the ongoing compliance
obligations and portfolio manager standard of care required of registrants engaged in discretionary
trading.

(iii) Discretion provided should be expanded to allow members to add and remove funds,
independent of a fund substitution

The Proposed Amendments must allow members to freely add or remove funds as needed within
the asset class targets and ranges set by the model portfolio, and not restrict fund changes to
substitutions as suggested by the commentary to the proposals. Restricting fund changes to
substitutions only will unnecessarily restrict a members' ability to respond to changing market
conditions and new opportunities to enhance the risk/return profile of the portfolio model. Members
must have the flexibility to manage the portfolio within the parameters of the model.

One reason cited by the MFDA in support of the proposals is to provide members the ability to
respond to changing market conditions. To respond to these changes, it may be beneficial to add a
new fund to complement pre-existing funds, rather than simply increasing exposure to such funds.
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Likewise, it may be beneficial to remove a fund and increase allocations to the remaining funds in
the portfolio. The ability to add and remove funds will also allow for strategic and tactical decisions
to help generate additional returns or minimize downside risk.

Given that the proposals are predicated upon registration or an exemption therefrom, there is no
clear policy rational to limit discretionary trading to fund substitutions. This condition can and will
ensure the member possesses the financial expertise and experience required to carry out the
proposed activity. This important flexibility has been included in mutual fund model portfolios offered
by MFDA members by way of existing exemptive relief.

(iv) Investors should also have access to model portfolios that include some prospectus exempt
mutual funds and alternative mutual funds

Investors should have access to some prospectus exempt mutual funds and alternative mutual funds
as part of a model portfolio. These products can be very effective building blocks that can positively
contribute to the overall success of a portfolio. They can expand return opportunities, enhance risk
diversification, reduce overall volatility, and improve downside protection — providing investors with
important tools to help them meet their financial objectives.

We encourage the MFDA to engage with the Canadian Securities Administrators ("CSA") to remove
key barriers that can prevent investors from accessing these funds. Presently, an investor who does
not qualify for a prospectus exemption is not able to purchase a portfolio that includes a prospectus
exempt mutual fund. Similarly, alternative mutual funds can only be sold to an investor if their dealing
representative has achieved the proficiency requirements mandated by National Instrument 81-104
Alternative Mutual Funds. These safeguards are not needed in the context of a model portfolio for
two key reasons.

First, clients are only recommended a portfolio that corresponds to their specific investment
objectives, risk profile, and investment time horizon. The characteristics of the overall model, not
the individual components, drives this analysis. Second, the models that include these products will
be designed and managed on behalf of investors by a member who will register (or seek an
exemption therefrom) to engage in discretionary trading. This can ensure members have the
appropriate financial expertise to do so, and that they act with the high standard of care applicable
to portfolio managers. Combined with their obligations as a mutual fund dealer, members will be
required — and best positioned — to ensure that these portfolios are at all times suitable for the
investors they are offered to. Potential concentration and liquidity concerns typically associated with
the use of these products by retail investors will be mitigated as these portfolios will be professionally
constructed and managed.

(y) An exemption from the requirement to register, like the current IIROC adviser registration
exemption, presents a clear path forward for the Proposed Amendments

The Proposed Amendments will require members to be registered to provide discretionary portfolio
management services, or to obtain an exemption from such requirements. Given that discretionary
trading will be limited to mutual funds, proceeding by way of exemption will be most efficient from a
regulatory oversight and compliance perspective. Members will continue to be subject to MFDA
oversight and rules, ensuring clear lines of oversight and delineation of applicable requirements to
strengthen compliance.

We also strongly encourage the MFDA to engage with the CSA to create an exemption from the
adviser registration requirement similar to the existing adviser registration exemption available to

3



IIROC  members.' Like the IIROC  adviser registration exemption, we believe an exemption can be
specifically tailored for members who will engage in the limited discretionary trading proposed in a
model portfolio, and be based on clear proficiency standards set by the MFDA in consultation with
the CSA. Proceeding on this basis will eliminate the need for exemptive relief and simplify the
exemption process, significantly reducing regulatory burden.

Conclusion 

We thank you for the opportunity to provide comments on the Proposed Amendments. Please feel
free to contact me or Andrew Papini, Senior Legal Counsel at 416.967.2129, if you require additional
information. We would be pleased to engage further with you on this important initiative.

Yours truly,

IG Wealth Management

Todd Asman
Executive Vice President & Financial Planning

1 See section 8.24 of National Instrument 31-103 Registration Requirements, Exemptions, and Ongoing
Registrant Obligations.
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