
Understanding the
MANAGEMENT EXPENSE RATIO

I N S I D E
SEGREGATED FUND

MERs

Life’s brighter under the sun
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I N S I D E  M E R S

The Management Expense Ratio 
(MER) captures the cost of investing in a 
segregated or “seg” fund, which is part of 
an insurance contract. From investment 

management to reporting how your 
investments are performing, it’s important 
to know where your money goes – and 

what you can expect in return.
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What is an MER?

How does an MER work?

An MER is the total of fees and expenses an investor pays for the management of the money 
in a segregated fund contract. It’s the total of a fund’s management fee, operating expenses, 
insurance fee and taxes during the calendar year.

We calculate the MER for each class of a fund, based on the assets invested in that class of 
the fund. The MER is a percentage of the total value of the investment. 

You don’t pay the MER directly; instead, the MER is 
deducted from the fund and decreases the total amount 
of your annual return.

$280/$10,000

=2.80%

For example, if an investor holds a $10,000 investment 
in a fund and has to pay annual costs of $280, the MER 
is 2.80%.



Breakdown of an MER

Several components make up an MER. They may be different across different classes of the 
same fund. We’ll look at an A class and a F class MER to show you some examples. A class 
includes front-end load, deferred sales charge and low-load sales charge options. F class is a 
fee-based sales charge option where commissions are negotiated directly with your distributor. 

Here’s an illustration of a fund within Sun GIF Solutions – Estate Series, with A class and F class:
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+

S U N  L I F E  F I N A N C I A L

I N S I D E  M E R S

ESTATE SERIES – A CLASS
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Please note that insurance fees typically range from 0.1% for money market investment 
options, to 1% for equity options within the Estate Series.

The MER of a segregated fund also includes the MER of any underlying fund and any fees or 
sales charges associated with that underlying fund. No duplication happens in the fees and sales 
charges of the funds and underlying funds.
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1 Any withdrawals you make reduce these guarantees.
2 For illustrative purposes only assuming GST/HST of 13%. Segregated funds calculate a blended GST/HST tax rate that takes into 
  consideration the GST/HST tax rates for all investors based on what province they live in. Taxes apply to each fee component.



Elements of an MER
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Pays for:

•  Expert and professional investment management, with daily monitoring
•  Choice from a wide range of investments
•  Benefit from expertise of company executives, research reports, market data, 

competitor information and other important information 
• Fund supervision, service support and operational administration
•  Cost efficiencies (relatively low initial and monthly purchase amounts)

Each fund pays operating expenses that pay for day-to-day expenses.  
Services include auditing, accounting and fund valuation, record-keeping, custody, 
filing and legal matters. 

Each segregated fund is required to pay taxes on the management fee, insurance 
fee and operating expenses. Segregated funds calculate a blended GST/HST tax rate 
that takes into consideration the GST/HST tax rates for all investors based on the 
province they live in.

There are different ways to access and pay for ongoing services depending on the 
class you invest in. 
• The company that provides service to your contract receives compensation.
• The distributor pays a portion to its representative – your advisor. The fund pays 

this ongoing commission for as long as you own the contract. 
• To earn a portion of the commission, your advisor may provide any number of 

services for you. Here are just a few:

Investment  
management 
(part of overall 
management fee)

Commissions
(part of overall 
management 
fee for ongoing 
services)

Operating 
expenses

Taxes1

•  Help set and review financial goals
• Help with investment selection
• Retirement planning
• Budgeting

• Insight into the markets
• Portfolio rebalancing
• Performance updates 

Insurance 
fees

Segregated fund contracts offered by Sun Life Financial include several guarantee 
options. Depending on the guarantee coverage, these guarantees have different 
costs. You pay an insurance fee to Sun Life Financial for providing these benefits 
such as the maturity guarantee, the death benefit guarantee, and lifetime income 
guarantee for each guarantee series.

+
–
x
=

1 Taxes apply to each fee component.
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How does the MER affect  
my rate of return?

Where can I see the MER?

You pay the MER indirectly, since they are automatically deducted from the fund. 

Your contract statement reports the investment return after fees are deducted.

You can see the MERs in the following locations on sunlifegifs.ca:

PRICES AND PERFORMANCE

[ Performance before fees ]   -   [ MER ]   =    Reported investment performance

-  = 

FUND FACTS
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7.00% 2.80% 4.20%

https://www.sunlife.ca/Canada/gifs/Prices+and+performance?vgnLocale=en_CA&target=investor
https://www.sunlife.ca/Canada/gifs/Resources/Fund+Facts?vgnLocale=en_CA&target=investor


Sun Life GIFs are individual variable annuity contracts issued by Sun Life Assurance Company of Canada, 
a member of the Sun Life Financial group of companies.
© Sun Life Assurance Company of Canada, 2019.
810-4909-08-19

About Sun Life Financial
Founded in 1865, Sun Life Financial has helped Canadians manage and  
grow their assets for over 150 years.

FINANCIAL STRENGTH, DISCIPLINED RISK MANAGEMENT

• International financial services provider with total assets under management  
of $1,011 billion*

• One of Canada’s oldest, most trusted financial institutions, recognized for 
sustainability and proven, disciplined risk management

INVESTMENT MANAGEMENT EXPERTISE

• Investment funds from leading global portfolio managers

• Focus is on risk management through experience, insight and innovation

LEADING PRODUCTS AND SERVICE

• Full suite of leading insurance and investment products for individuals and 
corporate customers

• Strong commitment to service excellence

* As of March 31, 2019, for the Sun Life Financial group of companies.

We’re here to help. For more information on Sun Life GIFs, visit www.sunlifegifs.ca,  

or call us at 1-844-753-4437 (1-844-SLF-GIFS).

http://www.sunlifegifs.ca

