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Management Expense Ratio:  
What it is, and why does it matter? 
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A lot goes into building 
and managing a mutual 
fund portfolio. A fund’s 
Management Expense 
Ratio (MER) is a helpful way 
to see what it all costs.

A MER is the cost of investing in a mutual fund. 

A fund’s MER is its total annual expenses expressed as a percentage of its 
assets. For example, if a fund’s expenses added up to 2% of its assets, it would 
have an MER of 2%. Your returns are reported after the MER is deducted.

Below is a snapshot of some of the services, processes and associated 
expenses that may be covered by the MER. 

Trailer fees
These are paid to the investment dealer to cover the day-to-day 
operations of the fund that include research, regulatory compliance, 
investment and professional management.

The dealer may pay a portion to your advisor as compensation for 
the service and advice they provide. 

Taxes
Mutual funds must include GST/HST in their fees.

Operating costs
These are associated with things like fund accounting, auditing 
and recordkeeping.

Portfolio management fees
These cover investment research, securities trading, risk controls, and 
other activities that go into managing the mutual fund portfolio.
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For more information, contact your investment professional.

If you’re questioning trailer 
fees and the costs of 
professional advice, here’s 
some food for thought: 
Research shows that investors 
who work with advisors for 
15 years or more accumulate 
3.9 times more in savings 
than comparable investors 
without advice.3 
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Putting a price on expertise and advice.

A mutual fund’s MER makes it possible to have teams of investment professionals  
researching and trading securities for the benefit of investors in the fund. An actively managed 
fund tends to have a higher MER since holdings are individually researched, selected and 
monitored. On the other hand, a passive fund, such as an index fund, tends to have a lower MER 
because holdings are passively selected from an index or benchmark.

The MER may include a trailer fee, which compensates your advisor for their advice and services.  
These services may include:

 • Identifying investment solutions to help you reach  
your financial goals

 • Helping to diversify your investments based on  
your risk tolerance 

 • Recommending changes to your investment  
portfolio as your financial situation changes

Professional portfolio management from 
TD Asset Management (TDAM):

 • New Thinking: One of the broadest, diverse 
offerings of investment solutions in Canada 

 • Experience: Over 20 years of experience on 
average for lead Portfolio Managers

 • Trust: Canada’s largest Money Manager in 
pension assets over the past 9 years1

Did you Know? Collectively, asset 
management businesses under TD manage 
$388 billion for over 2 million Canadians.2
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