
Segregated funds  
and mutual funds 
which investment option 
is best suited for you?

You’re looking to invest, but you aren’t sure which financial vehicle is best 
suited for you. You know you want to grow your savings, but you may be 
concerned about paying high fees or market performance.



Both segregated fund policies and mutual funds:
� Give you the opportunity to grow your wealth through the financial markets

� Pool money from a large group of investors and spread it across a number of investments, 
helping reduce your overall risk. 

� Offer a wide variety of funds with varying levels of risk that can be customized to your  
risk tolerance level 

� Offer professional investment management

� Can be held as either registered or non-registered



I want to protect my investments during market downturns.

You can work with your financial security 
advisor to build a diverse portfolio, and 

you’ll also have built-in guarantees at death 
and maturity that help protect the capital you 
invest, up to your chosen percentage (75% 
or 100%), proportionately reduced by any 
withdrawals.

You can work with your advisor to build 
a strategically diverse portfolio that has 

different asset classes and management styles 
that can help protect against downturns.

I want tax efficiency.

Your advisor can help you determine 
which policy types are best-suited to 

 hold your investments. You can also  
maximize your contributions to registered 
plans for tax efficiency. 

Your advisor can help you determine 
which accounts are best-suited to hold 

your investments. You can maximize your 
contributions to registered plans and you 
can also use corporate class and D-Series 
structures for tax efficiency.

I want to control how my money is distributed when I die.

Where you’ve named a beneficiary, the 
proceeds from your segregated fund 

policy will go directly to that beneficiary and 
won’t flow through your estate. This means 
the money in the policy you leave behind 
isn’t reduced by probate taxes and other fees 
(if any) associated with settling an estate. 
Proceeds are usually paid out to beneficiaries 
within a few weeks (once all documentation is 
received). Options are available for how you 
want the assets paid to your beneficiaries, 
including a lump sum payment, regular 
payments for a certain period of time, or for 
the life of your beneficiary. 

Mutual funds can be held in registered 
accounts, which allow you to name a 

beneficiary, with assets paid out at death. If 
the assets transfer to your spouse, the process 
is fairly quick, while other types of named 
beneficiaries may take longer to avoid potential 
conflicts with your will. You can’t name a 
beneficiary designation with non-registered 
accounts, so assets are paid to your estate 
and will be subject to the estate administration 
process (probate) if any. Any remaining sales 
charges scheduled are triggered if the assets 
are taken as cash.* 

Mutual fundsSegregated funds

What’s important to me  
when I invest my money?



I want to make tax season easier.

Your segregated fund policy provider is 
responsible for reporting all investment 

income – including gains and losses – on 
the year-end tax slip, which can simplify tax 
reporting. This could be important to you 
if you’re taking a regular income from your 
investment or you frequently rebalance it. 

While contribution tax receipts are  
issued for registered accounts, there is  

no year-end receipt issued. You’re responsible 
for reporting capital gains and losses based  
on your mutual fund statements.

I want to increase long-term growth potential.

There are a diverse range of equity  
based investments available for  

growth-oriented investors, but these  
typically have fees higher than mutual  
funds with comparable mandates due to  
the maturity and death benefit guarantees. 

Mutual funds often have lower 
management expense ratios (MERs) 

because there are no guarantees on your 
investment. There are usually more aggressive, 
growth-focused and specialty funds available. 

I want to protect my assets in case of financial hardship.

If a preferred class of beneficiary  
is named in the segregated fund  

policy (spouse, child, parent, grandchild  
or irrevocable), both registered and  
non-registered assets have the potential to  
be protected from creditors.** This feature  
is an important consideration for business 
owners and professionals in the service  
or advice industries. 

The Bankruptcy Act has provisions to 
protect registered money held in RRSPs 

or RRIFs, except for the last 12 months of 
contributions, in the case that you file for 
bankruptcy.

I want to make sure my money lasts throughout my retirement.

You and your advisor can develop a  
plan to manage your draw down rate  

to help ensure your money lasts, and employ 
strategies to help manage volatility and lower 
your tax burden. Additionally, you can add 
the lifetime income benefit option to your 
segregated fund policy to potentially  
guarantee a level of income to last your  
lifetime – no matter how long you live or  
how the markets perform. 

Your advisor can manage your draw 
down rate to help ensure your money 

lasts. There are also strategies to help manage 
volatility and lower your tax burden.



Segregated fund policies Mutual funds

Overview

Segregated fund policies give you the 
opportunity to grow your wealth in the financial 
markets, while also offering guarantees to help 
protect your capital investment.

Provide lower fees to enhance growth potential, 
but don’t provide protection from down-side 
market risk.

Capital 
protection

If the last annuitant dies or you reach the 
maturity guarantee date and your investment is 
worth less than its original value, the insurance 
protection will top up the amount passed on to 
your beneficiaries (in the case of death) or back 
into the policy (in the case of maturity) to your 
chosen percentage (either 75% or up to 100%) 
of your capital investment, proportionately 
reduced by any withdrawals.

Not available.

Probate (estate 
administration) 

process

Where you’ve chosen a named beneficiary, the 
proceeds from your segregated fund policy will 
go directly to them and won’t flow through your 
estate. This means the money you leave behind 
isn’t reduced by probate taxes and other fees (if 
any) associated with settling an estate.

Proceeds are usually paid out to beneficiaries 
within a few weeks (once all documentation is 
received).

Non-registered mutual funds become part 
of your estate if you die and are distributed 
according to your will. They can be transferred 
in-kind to non-registered accounts or sold by 
the beneficiaries.

Privacy

Money passed on to the named beneficiaries 
of a segregated fund policy is generally not a 
matter of public record, allowing you to pass on 
your wealth in a more private manner.*** You can 
also decide how the money is paid out.

Non-registered money passed on becomes part 
of your estate when you die and is distributed 
according to your will, which is public record.

Potential 
creditor 

protection

Can help ensure certain beneficiaries take 
priority over the claims of creditors. In these 
situations, assets held within your segregated 
fund policy could be protected, even if you owe 
money to creditors.**

For registered accounts, bankruptcy protection 
may apply.

Tax
Taxed on the income you are allocated, which is 
based on how long you hold the fund within the 
income period

Taxed based on income distributed by the fund; 
in some cases, distributions may be made only 
on certain dates (e.g., semi-annually or annually)

Regulation
Regulated by provincial insurance regulators, 
and federally by the Office of the Superintendent 
of Financial Institutions.

Regulated by the Mutual Fund Dealers 
Association (MFDA) and provincial securities 
regulators.

Resets

As your investment grows, for an additional 
cost, the amount protected by the guarantee 
can periodically increase to reflect the current 
market value of your investment.

Not available.

Capital losses Losses flow through and can be carried forward 
by the policyowner. Losses are carried forward within the fund



* In the province of Quebec you cannot name beneficiaries for non-registered plans or registered plans  
on a mutual fund account. Probate is not a consideration in Quebec.

** Creditor protection depends on court decisions and applicable legislation, which can be subject to 
change and can vary for each province; it can never be guaranteed. Talk to your legal advisor to find out 
more about the potential for creditor protection for your specific situation.

*** In Saskatchewan, executors must disclose all known life insurance policies owned by the deceased, 
including segregated fund policies. They must list the insurance company, policy number, designated 
beneficiaries and the value at the date of death.

Any amount that is allocated to a segregated fund is invested at the risk of the policyowner and may 
increase or decrease in value.
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