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Dear Sirs and Madams:
Re: Request to Use Time-Weighted Performance Reporting under National Instrument 31-103
On March 28, 2013, the finalized amendments to NI 31-103 regarding Cost Disclosure,
Performance Reporting and Client Statements were released.
We are writing specifically with respect to the decision of the CSA to retain the money-weighted
rate of return rather than the time-weighted rate of return.
We do not support the CSA’s initiative to mandate registrants to use the money-weighted rate
of return method in calculating the performance return.
The money-weighted rate of return is sensitive to the size and timing of external cash flows to
and from a client account, while the time-weighted rate of return is unaffected by these flows.
In most situations, an investment advisor or a portfolio manager have little or no control over
the size and timing of external cash flows into or out of their client accounts. Therefore, in
evaluating an investment advisor or an investment firm, the effect of such contributions and
withdrawals should be removed from the return calculation because the timing and amount of
external cash flows are typically controlled not by the investment advisor or the firm but by the
client.
Most investment managers prefer a rate of return measure that is not sensitive to cash flows if
they want to evaluate how an advisor’s investment actions have affected the account’s value.
This consideration has led the Bank Administration Institute to recommend that the timeweighted rate of return be adopted as the appropriate measure of account performance. That
recommendation has received almost universal acceptance. Also, the Global Investment
Performance Standards (GIPS) require a time-weighted rate of return methodology. The GIPS
standards were created and are administered by CFA institute. The mission of the GIPS
standards is to build a level field of comparison by standardizing the way investment managers
calculate and present performance to clients. The standards are based on the fundamental
principles of full disclosure and fair representation of investment performance results. Global
standardization of investment performance reporting gives investors around the world the
additional transparency they need to compare and evaluate investment advisors and
investment managers. Most industry benchmarks also use the time-weighted rate of return.
We believe that only the time-weighted methodology will allow the clients to evaluate the
quality of the services provided by its investment advisor and to compare the quality of the
work with industry benchmarks, other financial service providers and other entities, professional
and self-governing bodies which rely on and acknowledge the time-weighted approach.
Also, forcing registrants to change the performance reporting methodology from time-weighted
rate of return to money-weighted rate of return will require significant investments in money,

time and energy without creating any benefit or added value to the investors. Most of our
systems (including systems from our third party vendors) will need to be substantially modified.
We have always been supportive of the CSA’s objective to provide investors with relevant
information and disclosure; however the CSA should also be mindful that their regulatory
initiatives do not unnecessarily burden the industry with extensive additional technology
requirements.
As such, on behalf of National Bank Financial, National Bank direct Brokerage and National Bank
Correspondent Network, we request the ability to continue using time-weighted rate of return
and we support the industry’s request to provide an option between using money-weighted rate
of return and time-weighted rate of return.
Yours sincerely,
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