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'Vanguard Effect' Starts to Lower Fees in Canadian ETF Market :

A record influx of new ETFs in Canada has heightened competition -- and investors' focus on the cheapest products. In 2024,
65% of the market's flows went to ETFs priced at 20 bps or less. Sustained pressure to reduce costs, with Vanguard setting the
low bar, could help speed the shift to ETFs from mutual funds. (01/16/25)

1. Cost Obsession Underpins Canada's Record Year ‘%

The Canadian ETF industry took in a record C$80 .
billion in 2024, and the biggest portion went to the o s Ly Eps (o (Enei )
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bps or less took in 37% of all flows, while those
priced at 30 bps or below gathered 77%. (01/16/25)
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2. Cheaper ETFs Already Hold Most Assets ‘&%

Most assets in Canadian ETFs are in cheap, passive-
type offerings, with 60% in products charging 20 bps
or less. Still, of the six cost buckets, the most
expensive -- 51 bps or more -- is the third-largest
with 15% of all assets. That shows that investors are
willing to pay up for differentiated exposures. 41-50 boe. 26423
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Canadian ETF Assets by Expense Ratio
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3. Larger Issuers Charge Lower Average Fees ‘%

The average fee for an ETF in Canada is 44 bps. The
largest three issuers, thanks to scale, all have
average fees below that, with Vanguard's the lowest
in the region. Smaller issuers' fees are higher on
average, since they tend to focus on specialized and
active ETFs that can charge more than passive
indexed products. (01/16/25)

Average Issuer Fee (Canada)

w=Avg Fee —Industry Average

RN IRy

Source: Bloomberg Intelligence et @




image3.png
4. Fierce Competition Forces New Product Fees Lower %

A record 221 new ETFs began trading in Canada in
2024. The increasingly crowded market has forced
issuers to compete on price, pushing the average fee
for those newly launched ETFs down to 35 bps, the
lowest reading over the 10 years tracked. (01/16/25)

Average Fee of New ETF Launches (Canada)
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