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CANADIAN MUTUAL FUND PERFORMANCE REVIEW: 2026 TO DATE THE SHORT ANSWER

MARKET OUTPERFORMANCE
01 The Short Answer

Canadian equities have driven the strongest relative performance in the Canadian mutual fund market in recent years, outpacin

g U.S. markets by a margin of 17 percentage points since February 2025 [191. As of August 27, 2026, the S&P/TSX Composite Index
had climbed nearly 47%, while the S&P 500 returned 29% over the same 548-day period [19]. This sustained outperformance, now
approaching 550 consecutive days, represents the third-longest relative advance in nearly two decades [38]. For a board evaluating
asset allocation, the implication is clear: Canadian-domiciled equity funds have delivered superior absolute returns, yet active
management fees continue to erode the advantage for the majority of investors.

Performance Drivers and Fund Returns

The outperformance is not uniform across all asset classes but is concentrated in specific sectors tied to commodity cycles and
financial stability. The TSX financials sub-index advanced more than 55% since early 2025, far outpacing the 14% gain in its U.S.
equivalent [38]. Materials, dominated by gold mining companies, rose nearly 120%, exceeding the U.S. equivalent by 98 percentage
points [38]. The energy sub-index gained 30% year-to-date, driven by oil prices reaching their highest levels since 2022 due to the
U.S.-Iran conflict [38],

These index movements have translated into positive but varied fund returns. The RBC Canadian Equity Fund posted an 11.0% total
return for the six-month period ending June 30, 2026 [3]. The BNY Canadian Asset Strategy View Universe reported a median
return of 7.52% for Canadian Equity in Q2 2026, outperforming the S&P/TSX Composite return of 6.96% for the same quarter [5].
However, not all funds have captured this upside. The Mawer Canadian Equity Fund Series F reported a Year-to-Date (YTD) total
return of only 1.98% as of September 11, 2026 [271. This divergence highlights the critical role of fund selection; while the underlying
market has performed strongly, individual fund performance varies significantly based on strategy and sector allocation.

Cost and Efficiency

The regulatory shift toward cost transparency has made management expense ratios (MERs) a primary differentiator. In Q2 2026,
the median MER for Canadian Equity funds was 0.72%, while Canadian Focused Equity and Small/Mid Cap Equity funds held a lower
median of 0.56% [9]1. In contrast, index funds offer substantially lower costs. The TD Canadian Index Fund - e carries an MER of
0.22%, and the RBC Canadian Index Fund (Series DZ) charges 0.66% [211. Since SPIVA Canada reports consistently show that most
actively managed Canadian equity funds trail the S&P/TSX Composite over 10-year periods, the 0.50% fee differential represents a
significant drag on long-term returns [211.
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FUND TYPE MEDIAN MER (Q2 2026) REPRESENTATIVE FUND MER

Canadian Equity 0.72% [91] RBC Canadian Index Fund: 0.66% [21]
Canadian Focused Equity 0.56% [9] TD Canadian Index Fund - e: 0.22% [21]
U.S. Equity 0.62% [9] TD U.S. Index Fund - e: 0.28% [21]
Global Equity Balanced 0.82% [9] N/A

Tax and Contribution Context

Investors must reconcile these returns with tax-efficient vehicles. The 2026 TFSA contribution limit is $7,000, with cumulative room
reaching $109,000 for those eligible since 2009 [151, While growth within a TFSA is tax-exempt, U.S. dividends held in a TFSA are
subject to a 15% withholding tax that cannot be recovered, a disadvantage compared to RRSPs which are exempt under the Canada-
U.S. tax treaty [15]. For a board managing corporate or executive assets, this structural tax inefficiency argues for holding U.S.
exposure in RRSPs or non-registered accounts, while leveraging the TFSA for Canadian equity exposure where no foreign
withholding applies.

KEY POINT

The 17-point outperformance of the TSX over the SPX since February 2025 is the third-longest such episode in 50 years,
driven by financials, materials, and energy. However, active fund fees (median 0.72%) often negate this advantage; index
funds with MERs as low as 0.22% capture the market return more efficiently [191 [9] [21].

Strategic Implication

The data supports a tilt toward Canadian equity exposure, specifically in financials and materials, but only through low-cost
vehicles. The "active intelligence" required here is not just in selecting the right sector, but in selecting the right wrapper. A fund with
a 0.72% MER trails a 0.22% MER by 0.50% annually; over ten years, this compounds to a material loss in terminal value. For The
Solutioners Labs, whose clients operate in regulated Canadian environments, the parallel is direct: just as generic Al lacks the
regulatory fit for Canadian compliance, high-fee active funds lack the cost efficiency to deliver net-of-fee outperformance in a
market where the index itself is already strong.

~ ™~ ™~ ™~ ™
TSX VS SPX MEDIAN CANADIAN TFSA 2026 LIMIT RBC CANADIAN EQUITY
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02 Key Market Indices

S&P/TSX Composite: Record Highs and Recent Volatility

The S&P/TSX Composite Index reached an all-time high of 36,957.63 points on Tuesday, August 25, 2026 [40]. By September 25,
2026, the index had retreated to 35,800.89 points, sitting 3.13% below that record close [41]. This recent pullback does not negate
the broader trend; as of late September 2026, the index remains up 12.89% year-to-date, representing a gain of 4,288.13 points [41],
The index is currently trading 20.29% above its 52-week low of 29,761.28, which was hit on September 26, 2025 [41],

The 2026 performance follows a sustained period of Canadian equity outperformance. Since February 2025, the TSX has
outperformed the S&P 500 by approximately 17 percentage points [191. As of August 27, 2026, the cumulative gain in the TSX since
the end of February 2025 was just under 47%, versus the S&P 500's return of 29% [191. This outperformance cycle, lasting nearly

550 consecutive days, is projected to become the third-longest such episode in nearly two decades if sustained through year-end
[38],

Sector Drivers and Geopolitical Context

The strength of the Canadian market in 2026 is driven by specific sector performance and geopolitical tension. The U.S.-Iran
conflict pushed oil prices to their highest levels since Russia’s invasion of Ukraine in 2022, lifting the TSX energy sub-index by 30%
year-to-date [19]. Simultaneously, the TSX materials sector, dominated by gold mining companies, rose nearly 120% from early
2025, exceeding its U.S. equivalent by 98 percentage points [19]1. The financials sub-index also advanced more than 55% since
early 2025, far outpacing the 14% gain in its S&P 500 equivalent [38],

KEY POINT
The TSX's 2026 record high is underpinned by energy and materials sectors, which have outperformed U.S. counterparts by
30 and 98 percentage points respectively, driven by geopolitical risk and commodity strength.

Comparative Performance Metrics

The following table compares the median returns of Canadian equity funds against broader market metrics in the second quarter of
2026, based on the BNY Canadian Asset Strategy View Universe [51.

ASSET CLASS Q2 2026 MEDIAN RETURN BENCHMARK COMPARISON

Canadian Equity 7.52%  Outperformed S&P/TSX Composite (6.96%) [5]
U.S. Equity 17.07% N/A

International Equity 15.61% N/A

Emerging Market Equity 25.56%  Highest among traditional asset classes [5]
Global Equity 14.44%  N/A

Canadian Fixed Income 2.93% N/A

Canadian equity funds posted a median return of 7.52% in Q2 2026, slightly outperforming the S&P/TSX Composite Index return of
6.96% [5]. However, this performance lagged significantly behind U.S. Equity (17.07%) and Emerging Market Equity (25.56%)
medians for the same quarter [5]. The one-year median return for Canadian plan sponsors as of June 30, 2026, was 12.06% [5].

Valuation Context

While the TSX set new highs, U.S. valuations reached historic extremes. The S&P 500 Shiller P/E ratio (CAPE) reached 41.60 as of
September 21, 2026, marking the third time in 156 years that the metric exceeded 40 [391. The current period of elevated U.S.
valuation began in May 2026 [391. Historical precedent suggests that the two prior occasions when the CAPE ratio topped 40 (1999-
2000 and early 2022) were followed by significant bear markets [391.
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Index Mlovement Series

The following chart illustrates the S&P/TSX Composite Index closing levels for selected days in September 2026, showing the recent
volatility following the August high [22].

S&P/TSX Composite Index, Selected Days in September 2026
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Source: Investing.com UK [22]

The index experienced a peak of 36,335.61 points on September 22, 2026, before declining to 35,706.46 on September 24, and
recovering slightly to 35,800.89 on September 25 [22]. This recent trading range remains well above the 2026 closing low of
31,317.41, hit on March 20, 2026 [46].

Implications for Asset Allocation

For a board evaluating asset allocation, the 2026 performance highlights the divergence between Canadian and U.S. markets. The
TSX's strength is concentrated in energy, materials, and financials, sectors that have benefited from geopolitical risk and commodity
strength [19], Conversely, U.S. equity funds delivered median returns of 17.07% in Q2 2026, significantly outpacing Canadian equity
[51. The recent 3.13% pullback from the all-time high suggests volatility may persist, but the index remains up nearly 43% from the
January 2025 baseline [41],

~ ™~ -~ ™~ ™
ALL-TIME HIGH YTD RETURN (S)FE,J)'(FPERFORMANCE Vs Q2 2026 MEDIAN
August 25, 2026 close [40] As of September 25, 2026 p Canadian Equity funds [5]
[41] TSX vs SPX since Feb 2025

[19]

The material does not provide specific fund-level performance data for 2026 to date for all mutual funds, only median returns and
index data. Individual fund performance varies, with some Canadian equity funds trailing the index, as noted by SPIVA Canada
reports [21],

03 SECTOR RETURNS

Fund Performance Overview
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Divergence in Q2 2026 Returns

Canadian equity funds delivered a median quarterly return of 7.52% in Q2 2026, outperforming the S&P/TSX Composite Index return
of 6.96% for the same period [51. While this result reflects positive performance, it lagged significantly behind other asset classes.
Emerging Market Equity posted the highest median return at 25.56%, followed by U.S. Equity at 17.07% and International Equity at
15.61% [51. In contrast, Canadian Fixed Income funds generated a median return of 2.93%, while Hedge Funds returned 6.53% [5].
For a board assessing risk-adjusted returns, the 7.52% median for Canadian equity represents a middle-ground outcome: superior to
fixed income but trailing the broader global equity surge driven by emerging markets and U.S. technology sectors.

The one-year median return for Canadian equity funds as of June 30, 2026, stood at 12.06% [51. This figure aligns with the broader
trend of Canadian pension plans, which reported a one-year median return of 12.06% [51. However, it is important to note that
Canadian equities returned 7.0% for Q2 2026 and 11.2% year-to-date, in line with the S&P/TSX Composite [43]. This slight variation
in reported figures (7.0% vs 7.52%) likely reflects differences in the universe of funds analyzed (pension plan allocations vs. all
Canadian equity funds), but both confirm that Canadian equities are tracking the index closely.

Sector and Sub-Index Performance

The outperformance of Canadian equities relative to the S&P 500 is not uniform across sectors. Since February 2025, the TSX
financials sub-index has advanced more than 55%, far outpacing the 14% gain in its S&P 500 equivalent [19]1. The materials sector,
dominated by gold mining companies, rose nearly 120%, exceeding the S&P 500 equivalent by 98 percentage points [191.
Conversely, the energy sub-index gained 30% year-to-date, driven by oil prices reaching their highest levels since 2022 due to the
U.S.-Iran conflict [38]. However, in Q2 2026 specifically, the S&P/TSX Composite sector performance showed divergence: Financials
rose 25.6%, while Energy fell 5.0% and Materials fell 11.5% [43]. This indicates that while long-term trends favor financials and
materials, recent quarterly volatility has impacted energy and materials negatively.

Cost Structure and Fund Efficiency

The median Management Expense Ratio (MER) for Canadian equity funds in Q2 2026 was 0.72%, according to the RBC IT&S Pooled
Fund Survey [9]. This is higher than the median MER for Canadian Fixed Income funds (0.40%) and Canadian Money Market funds
(019%) [91. For balanced funds, the median MER for Canadian Equity Balanced was 0.70%, while Canadian Neutral Balanced was
0.69% [91. These figures underscore the cost premium associated with active equity management. SPIVA Canada reports
consistently show that most actively managed Canadian equity funds trail the S&P/TSX Composite over 10 years or more after fees
[21], Therefore, the 7.52% median return must be evaluated net of fees to determine its value to the board.

KEY POINT
Canadian equity funds outperformed their own index in Q2 2026 (7.52% vs 6.96%), but trailing fees and sector volatility
mean that long-term outperformance is not guaranteed for active mandates.

Specific Fund Performance Examples

Individual fund performance varies significantly based on strategy and asset allocation. The Canada Life Canadian Fixed Income
Balanced Fund N posted a year-to-date return of 4.9% as of August 31, 2026, with a calendar year return of 8.1% for 2025 [71. Its
average annual compound return since inception (September 2020) is 4.6%, with a total return of 30.93% [7]. In contrast, a
Manulife Investment Management fund with a 54.68% equity allocation posted a year-to-date total return of 5.04% as of August 31,
2026, and a 10-year annualized return of 7.62% [291. This fund's equity P/E ratio is 20.72, and its average credit quality is BBB+/BBB
[29]. These examples illustrate that balanced and diversified funds are delivering returns in the 5% range year-to-date, slightly
below the pure equity median but with lower volatility.

Implications for Asset Allocation

For The Solutioners Labs' board, the data suggests that a heavy tilt toward Canadian equity funds may underperform a global or
emerging market allocation in 2026. The 25.56% median return for Emerging Market Equity [5] highlights the opportunity cost of a
purely Canadian focus. However, the stability of Canadian financials and the currency strength of the loonie (which trims U.S. equity
gains to 25% in CAD terms, expanding the TSX's lead to 21 percentage points) provide a hedge against currency risk [191. The board
should consider rebalancing to capture emerging market growth while maintaining a core Canadian position for sector-specific
strengths in financials and materials.
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CANADIAN EQUITY EMERGING MARKETS CANADIAN EQUITY 1-YEAR MEDIAN RETURN
MEDIAN Q2 2026 MEDIAN Q2 2026 MEDIAN MER

O,
7.52% 25.56% 0.72% 12.06%
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Source: BNY Canadian Asset Strategy View Universe [5]

FUND/STRATEGY YTD RETURN (AUG 31, 2026) 1-YR ANNUALIZED MER RISK/TYPE

Canada Life Fixed Income Balanced N 4.9% N/A 0.00%  Fixed Income
Manulife Balanced (54 % Equity) 5.04% 9.61% 0.88%  Balanced
Canadian Equity (Median) N/A 12.06% 0.72%  Equity
Emerging Markets (Median) N/A N/A N/A  Equity

Note: The 0.00% MER for Canada Life Fixed Income Balanced N is as of March 31, 2026, and may include specific promotional or
class-based structures [7].

0 q LEADING MANAGERS

Top Performing Funds

The strongest absolute returns in the Canadian equity fund category for 2026 have been generated by specific institutional and
retail share classes from Franklin ClearBridge and Capital Group. By September 28, 2026, the top performers in this cohort delivered
year-to-date (YTD) returns ranging between 16% and 21%, significantly outpacing the category median. Franklin ClearBridge's
Series O share class led this group, while Capital Group's Canadian Focused Equity Fund provided consistent, slightly lower but
highly liquid alternative exposure [44] [26],

Franklin ClearBridge Canadian Equity Fund

Franklin ClearBridge delivered the highest YTD returns among the top-tier Canadian equity funds reviewed. The Series O share
class reported a YTD return of 21.01% as of September 28, 2026 [44]. This performance aligns with the fund's one-year return of
21.01% over the same period, indicating that the entire annual gain was realized in 2026 [44]. For comparison, the Series F share
class of the same fund reported a YTD return of 18.30% as of the same date [45].
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The divergence between Series O and Series F is notable for board-level allocation, as it suggests different share structures or fee
arrangements affecting net returns. As of August 31, 2026, the Series F fund had posted a 1-year total return of 19.70% [331. The
fund’s 3-year annualized return stood at 15.29%, and its 5-year annualized return was 13.17% as of September 28, 2026 [45]. These
figures demonstrate that the 2026 outperformance is part of a multi-year trend, rather than a single-quarter anomaly.

KEY POINT
Franklin ClearBridge Series O achieved a 21.01% YTD return by late September 2026, setting the benchmark for top-
performing Canadian equity funds this year.

Capital Group Cdn Focused Equity Fund

The Capital Group Canadian Focused Equity Fund (Series A) reported a YTD return of 16.47% as of August 31, 2026 [26]. This fund
is managed by Jeremy Burge and Robert W. Lovelace and focuses on long-term capital growth through Canadian issuers [26]. Its
performance in 2026 follows strong calendar-year returns of 20.13% in 2025 and 19.79% in 2024 [26],

The fund's risk profile is moderate, with a 3-year standard deviation of 8.23% and a volatility ranking of 4/10 [26]. Its top holdings as
of June 30, 2026, are heavily weighted toward financials and technology, including Toronto-Dominion Bank (4.20%), Micron
Technology Inc (4.16%), and Power Corp of Canada (4.01%) [26]. The fund’'s Management Expense Ratio (MER) is 1.86% [26],

Performance Comparison

The following table summarizes the performance of the top-performing funds as of the most recent available dates in September
2026. Note that Franklin ClearBridge Series F data is current to September 28, 2026, while Capital Group data is current to August
31, 2026.

FUND SHARE CLASS YTD RETURN 1-YEAR RETURN MER DATE

Franklin ClearBridge Canadian Equity Series O 21.01% [44] 21.01% [44] N/A Sep 28, 2026
Franklin ClearBridge Canadian Equity Series F 18.30% [45] 16.20% [45] N/A Sep 28, 2026
Capital Group Cdn Focused Equity Series A 16.47 % [26] N/A 1.86% [26] Aug 31, 2026
Scotia Canadian Equity Fund Series A 15.47% [31] 24.33% [31] 2.07% [31] Aug 31, 2026

The Scotia Canadian Equity Fund, while slightly below the Capital Group fund in YTD performance, posted a higher 1-year return of
24.33% as of August 31, 2026 [311. Its MER of 2.07% is higher than the Capital Group fund's 1.86% [311 [26],

Strategic Context

These top-performing funds benefit from the broader Canadian equity outperformance noted in the "Key Market Indices" section,
where the S&P/TSX Composite has outperformed the S&P 500 by approximately 17 percentage points since February 2025 [19]. The
strong performance of Franklin ClearBridge and Capital Group funds is likely driven by exposure to sectors such as financials and
materials, which have seen significant gains [19]. For The Solutioners Labs, these funds offer a vehicle for capturing Canadian
equity upside while maintaining a focus on domestic issuers.

”~ -~ o~ -~ o~ ™~
FRANKLIN CLEARBRIDGE SERIES O CAPITAL GROUP CDN FOCUSED SCOTIA CANADIAN EQUITY FUND 1-YR
YTD EQUITY YTD

24.33%
% 6.47% +557%
21.01% 16.47%

As of Aug 31, 2026 [31]
As of Sep 28, 2026 [44] As of Aug 31, 2026 [26]
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YTD Returns of Top Canadian Equity Funds, 2026

Franklin ClearBridge O 21.01%

Franklin ClearBridge F 18.3%

Capital Group A 16.47%

Scotia A 15.47%

0% 5% 10% 15% 20% 25%
Source: [44], [45], [26], [31]

05 Cost Transparency Shift

The Canadian investment fund landscape is preparing for a fundamental change in how costs are disclosed to investors. Effective
January 1, 2027, new Total Cost Reporting (TCR) regulations will require mutual funds to merge the Management Expense Ratio
(MER) and the Trading Expense Ratio (TER) into a single metric: the Fund Expense Ratio (FER). This shift, led by the Canadian
Securities Administrators (CSA) and the Canadian Investment Regulatory Organization (CIRO), aims to provide a more
comprehensive view of the true cost of fund ownership [81 [46],

Regulatory Framework and Timeline
The TCR initiative represents a significant departure from the current disclosure model, where MER and TER are often reported
separately, potentially obscuring the full cost basis for investors. Under the new framework, the FER will capture both the ongoing

costs of professional portfolio management and advice (currently the MER) and the costs associated with buying and selling assets
within the fund (currently the TER) [&1.

KEY POINT
Starting January 1, 2027, the single Fund Expense Ratio (FER) will replace the separate MER and TER disclosures, providing a
consolidated view of total embedded product costs.

Key dates and requirements for the transition include:

- Effective Date: January 1, 2027. Investment funds must begin reporting the new total cost ratio in their annual and semi-annual
reports starting from the first reporting period after this date [46].

. Data Collection: The CIRO (Canadian Investment Regulatory Organization) will begin collecting New Total Cost Reports from
investment funds on July 1, 2027 [46],

« Disclosure Format: The new Annual Fee Disclosure Report for the 2026 calendar year will feature a single FER percentage.
Crucially, funds must also report total costs in dollar terms, not just percentages, to aid investor comprehension [81.

« Methodology Transparency: Funds are required to disclose the specific methodology used to calculate the total cost ratio in
their reports [46],

While the existing terms MER and TER remain in use within certain contexts, the FER serves as the primary benchmark for fund-level
costs moving forward [81. The new reporting will also include enhanced formatting and terminology in Annual Fee Disclosure
Reports to support easier understanding by retail and institutional investors alike [81.
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Impact on Current Cost Structures

The merger of MER and TER will alter the perceived cost competitiveness of funds, particularly those with high trading activity. For
example, the Capital Group Canadian Focused Equity Fund currently reports an MER of 1.86% [26]1, while the Scotia Canadian Equity
Fund reports an MER of 2.07% [31]. Under the new FER model, these figures will be adjusted to include trading expenses, potentially
widening or narrowing the cost gap between these funds depending on their portfolio turnover.

Currently, management fees are often the primary focus of board-level cost analysis. For instance, a Manulife fund reports a MER of
118% (including HST) as of April 30, 2026, with a base management fee of 0.89% [101. The new FER will likely increase the headline
cost percentage for active funds, as trading costs (TER) are non-negligible in dynamic markets. Conversely, passive or low-turnover
funds may see a smaller relative increase.

For institutional investors, the shift necessitates a re-evaluation of cost-benefit analyses. Boards should anticipate that the "all-in"
cost of active management will be more transparently visible. This may influence decisions regarding in-house asset management
versus external fund selection, particularly for large portfolios where basis point differences have significant absolute dollar impacts.

Strategic Implications for Boards

The transition to TCR requires proactive preparation by investment committees and treasury departments:

1. Update Cost-Benefit Models: Current financial models that rely solely on MER must be updated to estimate FER. This may
involve requesting preliminary estimates from fund managers or using historical TER data to project the new ratio.

2. Re-evaluate Fund Selection: Funds that appeared cost-competitive based on MER alone may become less attractive once TER
is included. Boards should prioritize funds with lower trading turnover or more efficient execution strategies.

3. Enhance Reporting: Internal reporting systems must be adapted to capture and display the new FER metric. This may require
updates to portfolio management software and compliance dashboards.

4. Engage with Managers: Engage with fund managers to understand their expected FER and the composition of their trading
costs. This dialogue can provide insights into management efficiency and potential cost-saving opportunities.

The material provided does not contain specific data on the average TER for Canadian mutual funds, so a precise projection of the
FER increase cannot be calculated here. However, the directional impact is clear: total costs will be higher than current MER-only
figures, and the relative ranking of funds may shift.

Conclusion

The 2027 implementation of Total Cost Reporting marks a move toward greater transparency in the Canadian investment fund
industry. By merging MER and TER into the FER, regulators aim to empower investors with a clearer picture of the true cost of their
investments. Boards must prepare for this shift by updating their cost analysis models, re-evaluating fund selections, and enhancing
internal reporting systems. While the new framework may reveal higher total costs for active funds, it also provides a more accurate
basis for comparing investment options and making informed allocation decisions.

KEY POINT
The shift to FER will likely increase the headline cost percentage for active funds, necessitating a re-evaluation of cost-
competitiveness in fund selection.

This regulatory change is part of a broader trend toward investor protection and market integrity in Canada. By embracing the new
reporting standards, boards can ensure that their investment strategies are aligned with the most current and transparent cost
information available.
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06 WEALTH PLANNING

Tax and Contribution Limits

For the 2026 tax year, Canadian investors face a defined regulatory framework governing registered investment accounts. The
Registered Retirement Savings Plan (RRSP) contribution limit is set at $33,810, while the Tax-Free Savings Account (TFSA) limit
stands at $7,000 [13] [14], These figures, effective for contributions made in 2026, dictate the maximum capital available for
allocation into mutual funds and other investment vehicles. The RRSP limit is derived from the previous year's earned income, which
was capped at $187,833 for the 2025 tax year [14],

RRSP and TFSA Contribution Frameworks

The 2026 RRSP limit represents an annual dollar cap that investors can use to offset taxable income. Contributions must be made by
March 2, 2026, to qualify for a deduction on the 2025 tax return [13] [48], This deadline was extended from March 1, 2026, to the
next business day [14]. For the 2026 tax year itself, the deadline to contribute and claim a deduction will follow the standard cycle,

typically falling in early March 2027. The last day to contribute to one's own RRSP is December 31 of the year the individual turns 71
[131,

The TFSA limit for 2026 is $7,000, added to an individual's contribution room on January 1, 2026 [15] [47], Unused TFSA room
carries forward indefinitely, with no expiry date [15]. For individuals who were at least 18 years old in 2009, have been residents of
Canada since then, and have never previously contributed to a TFSA, the cumulative contribution limit for 2026 is $109,000 [14],
Withdrawals from a TFSA are added back to the contributor's room on January 1 of the following year [15] [47].

ACCOUNT TYPE 2026 ANNUAL LIMIT CUMULATIVE LIMIT (2026) KEY DEADLINE

RRSP $33,810 [13] N/A March 2, 2026 (for 2025 return) [13]
TFSA $7,000 [15] $109,000 [24] No annual deadline [15]

FHSA $8,000 [14] $40,000 lifetime [14] December 31, 2026 [14]

Overcontribution Penalties and Compliance

Strict penalties apply to overcontributions, which can erode the tax efficiency of fund allocations. For RRSPs, the first $2,000 of
overcontributions is exempt from penalties. Any amount exceeding this $2,000 threshold is subject to a 1% tax per month until the
excess is withdrawn or absorbed by new contribution room [131, Failure to file an excess contribution form (T1-OVP) incurs a late
filing penalty of 5% of the balance owing, plus 1% per month, up to a maximum of 12 months [131,

TFSA overcontributions carry no buffer. The Canada Revenue Agency (CRA) charges a 1% per month tax on the highest excess
amount in each month [15]. This penalty applies immediately when room is exceeded, making precise tracking of contribution limits
essential for board-level risk management in investment strategies.

Taxation of Fund Gains and Withdrawals

The tax treatment of mutual fund investments depends on the account type. Growth within a TFSA, including capital gains,
dividends, and interest, is not taxed upon accumulation or withdrawal [15]1. However, foreign dividends paid into a TFSA are subject
to withholding tax by the foreign country. For example, US dividends incur a 15% withholding tax that a TFSA cannot recover,
whereas an RRSP holding US securities directly is exempt under the Canada-US tax treaty [15]. This distinction favors RRSPs for
holding foreign equity funds to minimize leakage.

Upon redemption or sale of mutual fund units in non-registered or RRSP accounts, capital gains or losses are reported on Schedule
3 of the income tax and benefit return [111. A capital gain arises when units are sold for more than their adjusted cost base (ACB),
while a loss occurs if sold for less [11], Capital gains are included in income at 50%, and capital losses are deductible at 50% [111.
Tax is payable on all realized capital gains in the year of redemption [111.

KEY POINT

The 15% US dividend withholding tax in TFSAs is non-recoverable, creating a 15% cost drag on US equity exposure that does
not exist in RRSPs under the tax treaty [15].

12 / 18



CANADIAN MUTUAL FUND PERFORMANCE REVIEW: 2026 TO DATE CAPITAL GAINS REPORTING

Strategic Implications for Allocation

The 2026 limits provide a total of $40,810 in combined annual contribution room for a maxed-out investor ($33,810 RRSP + $7,000
TFSA) [13] [14], Given the tax advantages of TFSA growth, allocating domestic equity funds with lower foreign content to TFSAs and
foreign-heavy funds to RRSPs can optimize after-tax returns. The 2026 OAS clawback begins at net income of $95,323, with full
clawback at $154,708, further incentivizing the use of RRSPs to reduce reported net income [141,

~ ™ 7~ ™~ ™~ ™

RRSP LIMIT 2026 TFSA LIMIT 2026 TFSA CUMULATIVE MAX OAS CLAWBACK START

$33,810 [13] $7,000[15]  $109,000 $95,323
Based on 2025 earned Added Jan 1, 2026 [I|4] [I|4]

income cap
For eligible since 2009 Net income threshold
2026 Registered Account Annual Limits
40k
34k
30k
20k
10k
7,000 8,000
0 -
RRSP TFSA FHSA

Source: [13] [14]

The material does not provide specific thresholds for mutual fund expense ratio caps in 2026, as the Total Cost Reporting shift to a
single Fund Expense Ratio is effective January 1, 2027 [46].

07 Capital Gains Reporting

For 2026, Canadian mutual fund investors face a standardized reporting framework for capital gains and losses, governed by the
Canada Revenue Agency (CRA). The core obligation is the reporting of all realized gains and losses on Schedule 3 of the T1income
tax and benefit return for the year in which the redemption or sale occurs [11] [50], Understanding the mechanics of the Adjusted
Cost Base (ACB) and the interaction with registered accounts is critical for board-level risk management and client compliance
advisory.

Schedule 3 Mechanics and Taxation Rates

The tax treatment of mutual fund redemptions is distinct from that of traditional corporate dividends. When a fund unit or share is
redeemed or sold, the transaction is treated as a disposition of capital property. The tax liability is calculated based on the difference
between the proceeds of disposition and the Adjusted Cost Base (ACB) [50],

« Inclusion Rate: Capital gains are included in taxable income at 50% (one-half) [111,

« Deduction Rate: Capital losses are deductible at 50% (one-half), allowing them to be applied against taxable capital gains in the
same year [11].

« Loss Carry-forward: Unlike corporate losses, capital losses can be carried back three years or forward indefinitely to offset
future capital gains [511,
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KEY POINT

Capital losses can only be claimed if the redemption price is less than the ACB. A return of capital (ROC) distribution reduces
the ACB but is not a taxable event in the year received; however, a lower ACB increases the potential future capital gain upon
redemption [56].

Documentation and Slip Requirements

Accurate reporting relies on the T5008 slip, "Statement of Securities Transactions." This document, issued by the mutual fund
provider, records the specific transactions, including the date, number of units, and the value of the disposition [50]. For the 2026
tax year, financial institutions typically provide these slips by the end of February 2027, reflecting transactions from the 2026
calendar year [47],

A critical nuance for portfolio managers is the treatment of reinvested distributions. If a client elects to reinvest dividends or capital
gains distributions into additional units, the CRA treats this as a "deemed disposition." The investor must report the amounts shown
on the tax slips in the year they were received, even though no cash was received, as the CRA considers the investor to have
received the funds before reinvesting them [50],

Impact on Registered Accounts

The tax treatment varies significantly based on the account type, which dictates the reporting strategy for 2026:

ACCOUNT TYPE  TAX TREATMENT OF CAPITAL GAINS REPORTING REQUIREMENT

Non-Registered Taxable at 50% inclusion rate in the year of redemption. Schedule 3 T1 Return.

TFSA Not taxed on growth or withdrawal. No reporting required; no tax slip generated for gains.

RRSP Tax-deferred until withdrawal. No reporting at redemption; reported as income upon withdrawal.

For the 2026 tax year, the TFSA contribution limit remains at $7,000, with unused room carrying forward indefinitely [15] [47],
Investors should note that while TFSA growth is tax-free, US dividends held within a TFSA are subject to a 15% withholding tax that
cannot be recovered [15]. This creates a hidden cost basis that does not reduce the ACB for Canadian tax purposes, unlike the tax-
efficient holding of US securities in an RRSP under the Canada-US tax treaty.

Consider a typical case for a non-registered investor holding units of a Canadian equity fund. Suppose an investor redeemed units
on September 15, 2026, with the following figures:

« Proceeds of Disposition: $15,000
. Original ACB: $10,000
« Return of Capital (ROC) received in 2025: $500

Step 1: Determine the Adjusted ACB. The ROC reduces the ACB. $10,000 (Original ACB) - $500 (ROC) = $9,500 (Adjusted ACB).
Step 2: Calculate the Capital Gain. $15,000 (Proceeds) - $9,500 (Adjusted ACB) = $5,500 (Capital Gain).
Step 3: Determine the Taxable Portion. Capital gains are taxable at 50%. $5,500 x 50% = $2,750.

The investor must include $2,750 in their 2026 taxable income on Schedule 3 [11], This illustrates how ROC distributions, while not
immediately taxable, increase the future tax liability by lowering the basis against which the gain is calculated. For the board, this
highlights the need for accurate tracking of ROC components in client reporting, especially as Total Cost Reporting (TCR) reforms in
2027 aim to clarify these embedded costs [8].
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08 ACTION ITEMS

Strategic Recommendations
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The board should align the 2026-to-date portfolio with two immediate regulatory shifts: the transition to Total Cost Reporting (TCR)
and the optimization of registered account usage. Current data from August 2026 indicates that asset location and fee transparency
are the primary levers for improving after-tax performance, rather than active trading.

Total Cost Reporting (TCR) and MER Review

The Canadian Securities Administrators (CSA) and the Canadian Investment Regulatory Organization (CIRO) have mandated that
Total Cost Reporting (TCR) requirements take effect on January 1, 2027 [8]1 [46], Under this framework, the separate Management
Expense Ratio (MER) and Trading Expense Ratio (TER) will be merged into a single Fund Expense Ratio (FER) percentage, alongside
a dollar-value disclosure of fund-related expenses [8]. The Commission des valeurs mobiliéres du Québec (CRO) will begin
collecting these new reports on July 1, 2027 [46],

For the board, the implication is that the current MER figures, such as the 0.88% disclosed for specific Manulife funds as of
December 31, 2025, will no longer represent the full cost basis [29]1. The new FER will capture the cost of buying and selling assets
within the fund (TER), which was previously embedded in performance drag [8]. The board should mandate a review of all held
funds to determine the anticipated FER. This is critical because, as noted by CIBC Asset Management in April 2026, "tax-corrected
returns" must now be considered alongside gross returns to evaluate fund suitability [531.

KEY POINT
The January 2027 TCR shift will reveal the true "all-in" cost of holdings. Funds with high trading turnover may show a
significantly higher FER than their historical MER, potentially altering their cost-efficiency ranking.

Registered Account Optimization

The 2026 contribution limit is fixed at $7,000 for TFSAs [15]. However, the strategic value of these accounts lies in asset location. As
of August 2026, the S&P/TSX total return is 16.0% YTD, while government bonds returned -0.3% YTD [541. Given this divergence,
holding growth-oriented equity assets in tax-deferred or tax-free accounts is essential.

TD Wealth's Asset Allocation Committee, in its September 9, 2026 update, maintains a "Modest Overweight" to Global Equities and a
"Modest Underweight" to Fixed Income and Cash [55]. This aligns with the CIBC guidance that "holding fixed income and other tax-
inefficient assets in an RRSP while holding growth assets in a TFSA can enhance after-tax returns" [531.
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Action Plan

The board should execute the following steps before the 2027 reporting period:

1. Audit MER/TER Components: For each mutual fund, isolate the TER component to estimate the 2027 FER.

2. Rebalance Registered Accounts: Move high-yield or high-turnover assets to RRSPs where tax deferral applies, and growth
equities to TFSAs to exploit tax-free compounding [531.

3. Verify Contribution Room: Ensure no excess contributions exist. The CRA taxes TFSA excess at 1% per month on the highest
excess amount, with no buffer [15],

Cost and Return Comparison

The following table illustrates the cost structure differences relevant to the TCR transition, using data from Manulife funds as of
August 31, 2026, and index performance from August 2026.

METRIC FUND A (EQUITY FOCUS) FUND B (BALANCED) MARKET BENCHMARK
MER (Dec 31, 2025) 110% [25] 0.88% [29] N/A

YTD Return (Aug 31, 2026) Not specified in excerpt 5.04% [29] 16.0% (S&P/TSX) [54]
Asset Location Priority High (Tax-Free) Medium N/A

TCR 2027 Impact High (TER likely significant) Moderate N/A

Note: Fund A data from [25] (Manulife, Aug 31, 2026); Fund B data from [29] (Manulife, Aug 31, 2026). Benchmark from [54] (NB
Investments, Sep 1, 2026).

Suppose a board member has $50,000 in a TFSA and $50,000 in an RRSP.

« Scenario 1 (Suboptimal): $50,000 in TFSA invested in a Fixed Income fund yielding 4.86% [29].
« Annual Income: $50,000 x 4.86% = $2,430.

« Tax Treatment: Tax-free in TFSA, but foregone opportunity to shelter higher growth.

« Scenario 2 (Optimal): $50,000 in TFSA invested in Equity (S&P/TSX 16.0% YTD [54]).

« Annual Growth: $50,000 x 16.0% = $8,000.

« Tax Treatment: Tax-free compounding.

. Difference: $8,000 - $2,430 = $5,570 annual advantage in Scenario 2.

This $5,570 difference compounds annually. The board should direct staff to ensure all growth-oriented allocations are in TFSAs, as
per the CIBC and TD Wealth strategic guidance [53] [55].

09 HOW THIS WAS CHECKED

Sources and verification

This report covers up to 28 September 2026 (today). It was researched and written on 28 September 2026.

. Sources: 62 web pages were read and 55 kept (9 official, 5 from professional firms or major news). Official, regulatory,
professional and established news sources are preferred; forums, social media and content farms are never used. Dated pages
had to fall inside the period (or, for a whole year, be about that year). 18 undated reference pages from official, professional or
reputable publishers, or about this year, were kept and are marked undated below: check their dates. Set aside: 1 published
2022-06-27, before the period; 2 published 2025-05-01, before the period; 1 published 2025-01-15, before the period; 1
published 2025-03-20, before the period; 1 published 2024-10-02, before the period; 1 published 2023-04-20, before the
period.

. Where sources disagree: Total return for Canadian Equity Fund O from 2025 to 2026 ([1] says 2.2% vs [3] says 11.0%). The
report gives both figures where it uses them.

« Fact-check: every section was checked claim by claim against the sources. 231 claims checked: 222 confirmed by the sources
in the final text, 4 problems corrected or taken out, 4 still unconfirmed and flagged in the editor.
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« Your part: Al work is a starting point. Check the figures that matter to your decision against the sources below before you rely on
them.

Sources
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1

2. Franklin ClearBridge Canadian Equity Fund - Series F - CAD — franklintempleton.ca, 25 September 2026
3. RBC CANADIAN EQUITY FUND — funds.rbcgam.com, 6 August 2026
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. Fidelity Global Income Portfolio Series B — idata.fundata.com, undated

. Canadian Plan Sponsors Post Strong Positive Median Returns in Q2, According to the BNY Canadian Asset Strategy View
Universe — newswire.ca, 4 August 2026
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16. 2026 Fund Distributions Schedule — blackrock.com, undated
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September 2026
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