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Linked note – A hybrid
investment product that
combines the features of
fixed income investments
and derivatives

The return is linked to the
performance of an
underlying benchmark,
such as one or more
stocks, a stock market
index, a commodity, a
currency, an investment
fund or other portfolio. 

Investment Return Risk Costs What else you should know

Linked notes are usually part of a medium-term note
program of a bankor financial institution. They are
typically unsecured debt obligations and have terms of
three to seven years.

Payment is usually only at maturity, although some
linked notes may make payments throughout the term.
The final payment is the amount invested multiplied by
the gain or loss in the underlying benchmark.

Most linked notes offer little or no protection of your
principal. 

Linked notes are designed to be held until maturity.
However, some issuers may buy backthe notes before
they mature. The price they offer may be lower than the
price you paid to buy the note.

Distributions
of income or
interest

Capital gains
(losses)
when you
sell your
note

Medium to
high

The following fees
and expenses
may apply to the
note:
• agents’ fees
• structuring fees
• management

fees
• early

redemption fees
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Hedge fund – An
investment pool that uses
advanced investment
strategies not generally
permitted for traditional
mutual funds, such as
leverage, long and short
positions, and derivatives
with the goal of generating
high returns

Investment Return Risk Costs What else you should know

Like mutualfunds, hedge fundspoolmoneyfrom many
investorsand a fund manager managesit. However, hedge
fundshave far more flexibilityin whattheyinvestin and can
use complex, high-riskinvestmentstrategiesto make
money.

Hedge fundsare typicallyboughtbysophisticated investors
who can withstand significantrisksto their investmentand
can make the minimum initialinvestmentofatleast
$150,000. Hedge fundsare notaseasyto sellastraditional
mutualfunds.

Managementfeescan be higher than the managementfees
oftypicalmutualfunds. Hedge fund managersuse
aggressive investmentstrategiesthatrequire them to do a
lotofresearch and ongoing monitoring. Theymaytrade
often, which addsto the operating costsofthe fund.

Mosthedge fundspaya performance fee ifthe manager
makesor exceedsa certain levelofreturn. Thiscan equalup
to 20% ofwhatthe fund makes. 

The levelofriskand return dependson the fund you choose,
the investmentstrategiesand the skillofthe fund manager.
Because hedge fund managersmake speculative
investments, these fundscan carrymore riskthan the overall
market. 

In addition, some hedge fundscan be sold withouta
prospectusbecause theyhave exemptionsunder securities
law. You maynothave the same legalrightsasyou do when
you buyunder a prospectus.

Distributions

Capital gains
(losses)
when you
sell your
fund

High You may have to
pay a sales
charge when you
buy or sell.

The fund pays:
• management

fees
• operating

expenses
• trailing

commissions
• performance

fees
• early

redemption fees
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Foreign currency –

Investing in different
currencies to make money
on changes in exchange
rates

Also known as “forex” or 
“FX trading”

Investment Return Risk Costs What else you should know

The foreign exchange market is the largest, most liquid
market in the world.

Investors use various instruments such as options,
futures and forward contracts to trade currencies. In
most cases, the size of the minimum trades required in
foreign exchange trading means investors need to use
leverage. This involves borrowing money through a
margin account and using the securities as collateral.
Leveraging can be very risky because you may be
required to put up more capital if exchange rates don’t
move the way you expect them to. 

Trading in the spot forex market (a commodities market)
is very risky and should be avoided unless you have
sufficient financial resources and appropriate business
acumen. Foreign exchange trading in the spot forex
market is dominated by large international banks and it
is very difficult to consistently beat these professionals. 

Capital
gains
(losses)

Medium to
high

Commissions are
built into the
exchange rates.
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Know where to go for help

Securities regulators oversee Canada’s capital markets and the advisers who sell
and manage securities traded in those markets. We strive to protect investors from
unfair, improper and fraudulent practices while fostering a fair and efficient
marketplace.

Our free, objective guides can help you learn more about investing, how specific
investments work and choosing an adviser. They’re available to view and print on
the Canadian Securities Administrators website at www.csa-acvm.ca. You can also
order free copies of these and other investor resources from your local securities
regulator by visiting the Alberta Securities Commission website at
www.albertasecurities.com.

Other helpful CSA resources:

Investing basics: Getting started

Your investment planning worksheet

Working with a financial adviser

Take notes! notepad

Understanding mutual funds

Protect your money: Avoiding frauds and scams
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Alberta Securities Commission

www.albertasecurities.com
(403) 297-6454 
1-877-355-4488

British Columbia Securities Commission

www.investright.org
(604) 899-6854 or 
1-800-373-6393 (BC & AB only)

Manitoba Securities Commission

www.msc.gov.mb.ca
(204) 945-2548
1-800-655-5244 (MB only)

New Brunswick Securities Commission

www.nbsc-cvmnb.ca
(506) 658-3060
1-866-933-2222 (NB only)

Financial Services Regulation Division 

Newfoundland and Labrador

www.gs.gov.nl.ca
(709) 729-4189

Northwest Territories 

Registrar of Securities

www.justice.gov.nt.ca/SecuritiesRegistry
(867) 920-3318

Nova Scotia Securities Commission

www.gov.ns.ca/nssc
(902) 424-7768

Nunavut Registrar of Securities

(867) 975-6588

Ontario Securities Commission

www.osc.gov.on.ca
(416) 593-8314
1-877-785-1555

Prince Edward Island Office of the Attorney General

www.gov.pe.ca/securities
(902) 368-4550

Autorité des marchés financiers

(Québec)

www.lautorite.qc.ca
(418) 525-0337
(514) 395-0337
1-877-525-0337

Saskatchewan Financial Services Commission

www.sfsc.gov.sk.ca
(306) 787-5645

Yukon Registrar of Securities

www.community.gov.yk.ca/corp/
secureinvest.html
(867) 667-5225

Members of the Canadian Securities Administrators

www.csa-acvm.ca 



Canadian Securities Administrators

Securities regulators from each province and territory have
teamed up to form the Canadian Securities Administrators, 
or CSA for short. The CSA is primarily responsible for
developing a harmonized approach to securities regulation
across the country.

www.csa-acvm.ca




