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This annual management report of fund performance (“MRFP”) contains 
financial highlights. Purpose Global Financials Income Fund (formerly Australian 
Banc Income Fund)’s (the “Fund”) annual financial statements are included at 
the back of the MRFP.

In addition, unitholders can obtain, at no cost, a copy of the Fund’s 
interim financial report, proxy voting policies and procedures, proxy 
voting disclosure record or quarterly portfolio disclosure by visiting our 
website at www.purposeinvest.com or SEDAR at www.sedar.com, by 
calling 1-877-789-1517, or by writing to us at Purpose Investments Inc., 
130 Adelaide Street West, Suite 1700, P.O. Box 83, Toronto, Ontario M5H 3P5. 

For more information on the Fund’s current and historical net asset values 
per unit, please visit www.purposeinvest.com.

CAUTION REGARDING FORWARD-LOOKING 
STATEMENTS
This report may contain forward-looking statements about the Fund, including 
its strategy, expected performance and condition. Forward-looking statements 
include statements that are predictive in nature, that depend upon or refer 
to future events or conditions, or that include words such as “expects,” 
“anticipates,” “intends,” “plans,” “believes,” “estimates,” or negative versions 
thereof and similar expressions. 

In addition, any statement that may be made concerning future performance, 
strategies or prospects, and possible future action, is also a forward-looking 
statement. Forward-looking statements are based on current expectations and 
projections about future events and are inherently subject to, among other 
things, risks, uncertainties, and assumptions about the Fund and economic 
factors.

Forward-looking statements are not guarantees of future performance, and 
actual events and results could differ materially from those expressed or implied 
in any forward-looking statements made by the Fund. Any number of important 
factors could contribute to these digressions, including, but not limited to, 
general economic, political and market factors, interest and foreign exchange 
rates, global equity and capital markets, business competition, technological 
change, changes in government regulations, unexpected judicial or regulatory 
proceedings, and catastrophic events. We stress that the abovementioned list 
of important factors is not exhaustive. We encourage you to consider these and 
other factors carefully before making any investment decisions, and urge you 
to avoid placing undue reliance on forward-looking statements. Further, you 
should be aware of the fact that the Fund has no specific intention of updating 
any forward-looking statements whether as a result of new information, future 
events or otherwise, prior to the release of the next Management Report of 
Fund Performance.
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LETTER TO INVESTORS
DEAR INVESTOR,
Purpose Investments has come a long way from where we started six years ago. 
Although time has passed, our focus remains squarely on creating investment 
products, each with a specific purpose, to help you build a resilient portfolio to 
reach your financial goals. 2018 was a rocky year for markets, as the return of 
volatility reminded us all that the steady rise in asset prices seen in prior years 
is the exception, not the rule.

The challenging year tested us as investment managers. It showed us that 
many of our optimized strategies and risk-management practices performed as 
designed, to protect your capital. While major benchmark indices such as the 
S&P/TSX Composite and the S&P 500 returned -11.6% and -6.2%, respectively, 
many of our Funds avoided steep losses. Nearly all asset classes fell in 2018, 
an extremely rare occurrence. Cash was one of the few assets that performed 
relatively well, and it was a trend many of you noticed, as inflows into the 
Purpose suite of cash and money market products were sustained throughout 
the year, especially during the volatile fourth quarter. 

If you came to us through the Redwood Asset Management brand, you’ve likely 
noticed many changes over the past year. To reduce the costs to you and make 
our entire product line-up easier to understand, we amalgamated the Redwood 
banner completely into the Purpose brand. While it was certainly a busy time of 
change, we believe we are now in a better place to execute on our promise of 
providing you with the innovative funds and strategies to help you reach your 
financial goals.

We chose to unify our brands to simplify our products and bring our rules-based 
and actively managed funds under a single banner. As investors, you should 
have access to the strategies that are optimized for their respective asset classes 
to help you build a truly resilient portfolio. To meet the challenges of the rapidly 
moving market environment, we cannot be tied to legacies or certain practices 
– we must always be refining our strategies, strengthening our processes and 
innovating for you, our clients.

One example of how we’re thinking with you in mind is what we’ve done with 
our fixed income suite of products. We believe that the fixed income market will 
be very challenging to navigate in the years ahead, especially now that interest 
rates have begun to rise off historic lows. We have been saying for some time 
that you can’t simply invest passively in the space anymore. So, we transitioned 
more of our fixed income funds to active management to better navigate credit 
and duration risks. We’ve done this by deepening our relationship with our great 
partners at Neuberger Berman, an incredible firm with decades of experience 
managing institutional assets. 

You will likely start to hear more about what’s known as “alternative” investments 
in the near future, especially considering that, in 2018, the negative correlation 
between equity and debt markets broke down for the first time in 30 years. 
Changes to the rules that govern investment funds will open up new opportunities 
to invest in alternatives, which typically include assets that are uncorrelated to 
traditional markets, such as commodities and real estate. It’s a space that we’re 
comfortable with because we’ve been in it since our inception five years age.

In the months ahead, we will remain focused on continually iterating and 
innovating our products to help drive the investment outcomes you are looking 
for. This includes enhancing our existing line-up with positive modifications to 
our strategies, providing access to new and exciting assets such as private debt 
and improving the experience of how you engage with our products. We’ve 
always believed that Canadians deserve to have the best strategies available to 
them, including those typically reserved for pensions and institutional investors, 
and we will strive to continue delivering on this front.

To guide us in our mission to serve you, we focus on five core value: optimized 
investment strategies, risk management, transparency, accessibility and fair 
fees. These values apply to each and every one of our strategies, and to our 
product lineup as a whole. Our priority first and foremost is to you, the investor. 
We know that when you win, we win. We are humbled and honoured that you’ve 
placed your trust in us. We will continue to earn and strengthen those bonds 
while striving to set the bar for the broader investment industry.

We would encourage you to learn more about Purpose and all of our 
funds. More information about our products, including explanations about 
each of our funds’ investment objectives, risk-management techniques, 
performance, holdings and distribution history can be found on our website, 
www.purposeinvest.com. And remember, always Invest with Purpose.

Sincerely yours,

Som Seif 
CEO 
Purpose Investments Inc.



2018 ANNUAL REPORT 2

PURPOSE GLOBAL FINANCIALS INCOME FUND  
(FORMERLY AUSTRALIAN BANC INCOME FUND)

ANNUAL MANAGEMENT REPORT  
OF FUND PERFORMANCE

The management report of fund performance presents the views of the portfolio 
management team concerning significant factors and developments that have 
affected the Fund’s performance and outlook. 

Please read the caution on the inside of the cover page regarding forward-
looking statements.

On March 31, 2018, Redwood Asset Management Inc. (“Redwood”) was 
amalgamated into Purpose Investments Inc. (“Purpose”). The name of the Fund 
was changed to the Purpose Global Financials Income Fund. 

INVESTMENT OBJECTIVES AND STRATEGIES
The Fund’s investment objectives are to (i) maximize total return through 
capital appreciation and distributions, and (ii) provide unitholders with 
monthly distributions, through investment in a portfolio of global financial 
services companies.

The Fund will invest in equity securities across the global financial services 
sector using multi-factor strategy that is intended to create value and reduce risk 
over the investment period. The Fund’s portfolio will be comprised of securities 
that the manager believes are quality companies with attractive valuations 
based on financial metrics.

RISK
The risks of investing in the Fund are disclosed in the Fund’s prospectus and 
there have been no significant changes during the period that affected the 
overall level of risk associated with the Fund.

RESULTS OF OPERATIONS
The net asset value per unit as at: 

Class

December 31, 
2018 

($)

December 31,  
2017 

($)

ETF Unit 9.03 10.95

Class A 9.92 –

Class F 9.93  11.97 

During the period ended December 31, 2018 the Fund paid distributions 
as follows:

Month ETF Unit Class A Class F

January – – –

February – – –

March 0.1875 – 0.1875

April – – –

May – – –

June 0.1875 – 0.1875

July 0.0518 0.0468 0.0515

August 0.0518 0.0468 0.0515

September 0.0518 0.0468 0.0515

October 0.0518 0.0468 0.0515

November 0.0518 0.0468 0.0515

December 0.0518 0.0468 0.0515

Total 0.6858 0.2808 0.6840

Throughout the second half of 2018, the global economic growth slowed 
significantly. Sentiment was extremely negative on the back of ongoing trade 
tensions between China and the US, which threatened the global growth 
outlook, and was exacerbated by two Federal Reserve rate hikes. All sectors 
ended negative, with energy, financials and healthcare leading the way 
down. The financial market especially, struggled disproportionately, with 
the full year banking sector stocks returning -14.3%. On a global scale, stocks 
erased most gains from the first half of the year. The Fund’s long exposure to 
the global banking sector detracted heavily from the Fund’s performance in 
this environment. 

RECENT DEVELOPMENTS
There were no changes to the investment philosophy or process of the Fund. 
Positioning and the Manager’s outlook remain the same.

The members of the Independent Review Committee as at December 31, 
2017 were Douglas G. Hall (Chair), Randall C. Barnes, and Michael Hollend. 
On February 5, 2018 Michael Hollend ceased being a member of the 
Independent Review Committee. The vacant position was filled by 
Jean M. Fraser on May 18, 2018.

On July 3, 2018, Purpose Global Financials Income Fund completed its 
conversion from a closed-end fund to an open-end fund. Class A units of the 
closed-end fund converted into ETF units of the open-end fund under the ticker 
symbol PFG and Class F units of the closed-end fund converted into open-
end Class F mutual fund units. Class A mutual fund units of Purpose Global 
Financials Income Fund launched on July 3, 2018.

RELATED PARTY TRANSACTIONS
Purpose Investments Inc. is deemed to be a related party as Manager of the 
Fund. Please refer below to the “Management Fee” section for fees paid to 
Purpose. Purpose has also appointed an Independent Review Committee 
(“IRC”) as required by National Instrument 81-107 Independent Review 
Committee for Investment Funds. The mandate of the IRC is to review, and 
provide input on, the Manager’s written policies and procedures that deal with 
conflict of interest matters in respect of the Funds. IRC members receive fees 
and reimbursement of expenses for services provided to the Fund and other 
Purpose managed funds and such costs are allocated among all the Funds 
on a fair and reasonable basis. The fees for services rendered to the Funds 
are reported in the Statements of Comprehensive Income. There are no other 
related party transactions for the Fund.

INDEPENDENT REVIEW COMMITTEE 
The Manager is required to comply with the policies and procedures presented 
to the IRC with respect to various potential conflicts of interest including 
valuation and the allocation of operating expenses and to provide periodic 
reports to the IRC in accordance with NI 81-107.
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FINANCIAL HIGHLIGHTS
The following tables show selected key financial information about the Fund 
and are intended to help you understand the Fund’s financial performance for 
the 12-month period ended December 31, 2018, the 10-month period ended 
December 31, 2017 and the 12-month periods ended February 28:

NET ASSETS PER UNIT  (1)

ETF Unit

Dec. 31,
2018

($)

Dec. 31, 
2017 

($)

Feb. 28, 
2017 

($)

Feb. 28, 
2016 

($)

Feb. 28, 
2015 

($)

Net asset value, beginning of year  10.95  11.81  9.34  12.74  11.72 
Increase (decrease) from operations:
Total revenue  0.53  0.58  0.84  0.81  0.83 

Total expenses  (0.19)  (0.19)  (0.39)  (0.34)  (0.39) 

Realized gains (losses) for the period  (0.27)  0.63  0.51  0.50  0.20 

Unrealized gains (losses) for the period  (1.22)  (1.38)  2.47  (3.66)  1.09 

Total increase (decrease) from operations (2)  (1.15)  (0.36)  3.43  (2.69)  1.73 

Distributions:
From investment income  –  (0.45)  (0.65)  (0.42)  (0.55) 

From dividends (0.47) – – – –

From capital gains  –  (1.48)  (0.30)  (0.19)  (0.23) 

Return of capital  (0.19)  –  –  (0.14)  – 

Total distributions (3)  (0.66)  (1.93)  (0.95)  (0.75)  (0.78)

Net asset value, end of year  9.03  10.95  11.81  9.34  12.74 
Notes:
1. This information is derived from the Fund’s financial statements. 
2. Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase 

(decrease) from operations is based on the weighted-average number of units outstanding over the financial period. 
3. Distributions were paid in cash or reinvested in additional units of the Fund.
 
RATIOS AND SUPPLEMENTAL DATA

ETF Unit
Dec. 31, 

2018
Dec. 31, 

2017
Feb. 28, 

2017
Feb. 28, 

2016
Feb. 28, 

2015

Total net asset value ($) (000’s)(1)  19,620  33,043  79,509  65,753  93,575 

Number of units outstanding (000’s) (1)  2,172  3,018  6,731  7,042  7,347 

Management expense ratio (2) 1.54% 1.40% 1.32% 1.33% 1.35%

Trading expense ratio (3) 0.23% 0.25% 0.18% 0.02% 0.04%

Portfolio turnover rate (4) 92.56% 73.67% 129.16% 9.09% 33.07%

Closing market price ($) 9.01 10.82 11.35 9.28 12.25
Notes:
1. The financial information presented in the Ratios and Supplemental Data table is derived from the Fund’s net asset 

value calculated for fund pricing purposes (“NAV”) and is provided as at December 31 of the year shown.
2. The management expense ratio (“MER”) is calculated as the total expenses, excluding distributions, commissions and 

other portfolio transaction costs, for the stated period and is expressed as an annualized percentage of the average 
daily NAV of the Fund. The Manager, at its sole discretion, may waive management fees or absorb expenses. Such 
waivers and absorptions can be terminated at any time. If the Fund invests in underlying funds managed by the 
Manager, the Manager does not charge management fees and administrative fees that would result in the duplication 
of a fee for the same services. 

3. The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an 
annualized percentage of the Fund’s daily average NAV. The trading expense ratio is calculated at the portfolio level and 
applies to all classes of units of the Fund.

4. The portfolio turnover rate is calculated at the portfolio level based on the lesser of purchases or proceeds of sales of 
securities for the period, excluding cash, short-term notes, and bonds having maturity dates at acquisition of one year 
or less, divided by the average value of the portfolio securities for the period. The Fund’s portfolio turnover rate indicates 
how actively the Fund’s investment sub-advisor manages its portfolio investments. A portfolio turnover rate of 100% is 
equivalent to the Fund buying and selling all of the securities in its portfolio once in the course of the year. The higher the 
portfolio turnover rate in a year, the greater the trading costs payable in the year and the greater the chance of taxable 
capital gains in the year. There is not necessarily a relationship between a high turnover rate and fund performance. The 
portfolio turnover rate is calculated at the portfolio level and applies to all classes of units of the Fund.

NET ASSETS PER UNIT  (1)

For the period from July 3, 2018 to December 31, 2018.

Class A

Dec. 31,
2018 (a)

($)
Net asset value, beginning of year 10.00 (b)

Increase (decrease) from operations:
Total revenue  0.22 

Total expenses  (0.15) 

Realized gains (losses) for the period  (0.29) 

Unrealized gains (losses) for the period  (1.37) 

Total increase (decrease) from operations (2)  (1.59) 

Distributions:
Return of capital  (0.28) 

Total distributions (3)  (0.28) 

Net asset value, end of year  9.92 
Notes:
(a) Information presented is for the period July 3, 2018 to December 31, 2018.
(b) Initial offering price.
1. This information is derived from the Fund’s financial statements. 
2. Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase 

(decrease) from operations is based on the weighted-average number of units outstanding over the financial period. 
3. Distributions were paid in cash or reinvested in additional units of the Fund.
 
RATIOS AND SUPPLEMENTAL DATA

Class A (5)
Dec. 31, 

2018
Total net asset value ($) (000’s)(1)  168 

Number of units outstanding (000’s) (1)  17 

Management expense ratio (2) 2.39%

Trading expense ratio (3) 0.23%

Portfolio turnover rate (4) 92.56%
Notes:
1. The financial information presented in the Ratios and Supplemental Data table is derived from the Fund’s net asset 

value calculated for fund pricing purposes (“NAV”) and is provided as at December 31 of the year shown.
2. The management expense ratio (“MER”) is calculated as the total expenses, excluding distributions, commissions and 

other portfolio transaction costs, for the stated period and is expressed as an annualized percentage of the average 
daily NAV of the Fund. The Manager, at its sole discretion, may waive management fees or absorb expenses. Such 
waivers and absorptions can be terminated at any time. If the Fund invests in underlying funds managed by the 
Manager, the Manager does not charge management fees and administrative fees that would result in the duplication 
of a fee for the same services. 

3. The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an 
annualized percentage of the Fund’s daily average NAV. The trading expense ratio is calculated at the portfolio level and 
applies to all classes of units of the Fund.

4. The portfolio turnover rate is calculated at the portfolio level based on the lesser of purchases or proceeds of sales of 
securities for the period, excluding cash, short-term notes, and bonds having maturity dates at acquisition of one year 
or less, divided by the average value of the portfolio securities for the period. The Fund’s portfolio turnover rate indicates 
how actively the Fund’s investment sub-advisor manages its portfolio investments. A portfolio turnover rate of 100% is 
equivalent to the Fund buying and selling all of the securities in its portfolio once in the course of the year. The higher the 
portfolio turnover rate in a year, the greater the trading costs payable in the year and the greater the chance of taxable 
capital gains in the year. There is not necessarily a relationship between a high turnover rate and fund performance. The 
portfolio turnover rate is calculated at the portfolio level and applies to all classes of units of the Fund.

5. The Class A units and Class F units of the Fund are not traded on a stock exchange.
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NET ASSETS PER UNIT  (1)

Class F

Dec. 31,
2018

($)

Dec. 31, 
2017 

($)

Feb. 28, 
2017 

($)

Feb. 28, 
2016 

($)

Feb. 28, 
2015 

($)

Net asset value, beginning of year  11.97 12.80 10.01 13.54 12.36
Increase (decrease) from operations:
Total revenue  0.59 0.63 0.90 0.86 0.83

Total expenses  (0.17) (0.15) (038) (0.32) (0.01)

Realized gains (losses) for the period  (0.20) 0.68 0.55 0.54 0.20

Unrealized gains (losses) for the period  (0.72) (1.24) 2.65 (3.85) 0.93

Total increase (decrease) from operations (2)  (0.50) (0.08) 3.72 (2.77) 1.95

Distributions:
From investment income  – (0.63) (0.65) (0.42) (0.55)

From dividends  (0.05) – – – –

From capital gains  – (1.43) (0.30) (0.19) (0.23)

Return of capital  (0.63) – – (0.14) –

Total distributions (3)  (0.68) (2.06) (0.95) (0.75) (0.78)

Net asset value, end of year  9.93 11.97 12.80 10.01 13.54
Notes:
1. This information is derived from the Fund’s financial statements. 
2. Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase 

(decrease) from operations is based on the weighted-average number of units outstanding over the financial period. 
3. Distributions were paid in cash or reinvested in additional units of the Fund.
 
RATIOS AND SUPPLEMENTAL DATA

Class F (5)
Dec. 31, 

2018
Dec. 31, 

2017
Feb. 28, 

2017
Feb. 28, 

2016
Feb. 28, 

2015

Total net asset value ($) (000’s)(1)  139 1,035 1,112 1,053 1,499

Number of units outstanding (000’s) (1)  14 86 87 105 111

Management expense ratio (2) 1.28% 1.09% 0.95% 0.93% 0.93%

Trading expense ratio (3) 0.23% 0.25% 0.18% 0.02% 0.04%

Portfolio turnover rate (4) 92.56% 73.67% 129.16% 9.09% 33.07%
Notes:
1. The financial information presented in the Ratios and Supplemental Data table is derived from the Fund’s net asset 

value calculated for fund pricing purposes (“NAV”) and is provided as at December 31 of the year shown.
2. The management expense ratio (“MER”) is calculated as the total expenses, excluding distributions, commissions and 

other portfolio transaction costs, for the stated period and is expressed as an annualized percentage of the average 
daily NAV of the Fund. The Manager, at its sole discretion, may waive management fees or absorb expenses. Such 
waivers and absorptions can be terminated at any time. If the Fund invests in underlying funds managed by the 
Manager, the Manager does not charge management fees and administrative fees that would result in the duplication 
of a fee for the same services. 

3. The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an 
annualized percentage of the Fund’s daily average NAV. The trading expense ratio is calculated at the portfolio level and 
applies to all classes of units of the Fund.

4. The portfolio turnover rate is calculated at the portfolio level based on the lesser of purchases or proceeds of sales 
of securities for the period, excluding cash, short-term notes, and bonds having maturity dates at acquisition of one 
year or less, divided by the average value of the portfolio securities for the period. The Fund’s portfolio turnover rate 
indicates how actively the Fund’s investment sub-advisor manages its portfolio investments. A portfolio turnover rate 
of 100% is equivalent to the Fund buying and selling all of the securities in its portfolio once in the course of the year. 
The higher the portfolio turnover rate in a year, the greater the trading costs payable in the year and the greater the 
chance of taxable capital gains in the year. There is not necessarily a relationship between a high turnover rate and fund 
performance. The portfolio turnover rate is calculated at the portfolio level and applies to all classes of units of the Fund.

5. The Class A units and Class F units of the Fund are not traded on a stock exchange.

MANAGEMENT FEES 
Purpose manages and administers the business, operations and affairs of the 
Fund. As compensation for the services it provides to the Fund, Purpose is 
entitled to receive an annual management fee in an amount equal to 0.55% 
of the NAV of the ETF units, 1.55% of the Class A units and 0.55% of the Class F 
units. The management fees are calculated daily and paid monthly in arrears. 
Purpose utilizes 100% of the management fees to pay investment sub-advisory 
fees, service fees to registered dealers of Class A unitholders, general and 
administrative expenses and earn revenue.

The Fund is also responsible for various expenses relating to its operations and 
management. These expenses may include, without limitation, items such as 
financial reporting, mailing, printing, trustee fees, custodial fees, transfer agent 
fees, legal fees, valuation agent fees, audit fees, regulatory fees, and Independent 
Review Committee costs. The Fund is also responsible for all taxes, commissions 
and other costs of securities transactions and any extraordinary expenses that 
it may incur or that may be incurred on its behalf from time to time. Except for 
interest and bank charges paid or payable directly by the Fund, the Manager incurs 
such expenses on the Fund’s behalf and is then reimbursed by the Fund for such 
expenses. The Fund’s common operating expenses are allocated to unit classes 
based on the average daily Net Asset Value of each class.

PAST PERFORMANCE
The indicated rates of return are the historical total returns including changes 
in unit values and assume reinvestment of all distributions in additional units 
of the relevant class of the Fund. Please note that past performance is not 
indicative of future performance Year-by-Year Returns.

YEAR-BY-YEAR RETURNS
The bar charts show the performance of each class of units for the financial 
period in percentage terms, indicating how much an investment made on 
the first day of the period would have grown or decreased by the last day of 
the period. 
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Class A – NAV (1)
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ANNUAL COMPOUND RETURNS
The table below summarizes the Fund’s annual compound total returns for 
the period ended December 31 as indicated. As a basis of comparison we 
have provided the performance of S&P/ASX 200 Banks Index (“Index”). As the 
criteria for determining the constituents of the Fund and the Index differ, it is 
not expected that the Fund’s performance will mirror that of the Index. Further, 
the return of the Index is calculated without the deduction of management fees 
and fund expenses whereas the performance of the Fund is calculated after 
deducting such fees and expenses.

Annual compound returns are not presented for Class A units as they have not 
been in continuous operation for one full calendar year.

Period

ETF (1)

NAV
(%)

Class F (2)

NAV
(%)

Index (2)

(%)

1 year (12.00) (11.80) (11.48)

3 year (1.62) (1.02) 4.92

5 year 2.81 3.19 4.99

Since inception (19.50) (18.40) 8.21
1.  Return since inception is for the period starting March 23, 2011.
2. Return since inception is for the period starting March 18, 2011.
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SUMMARY OF INVESTMENT PORTFOLIO
As at December 31, 2018

SECTOR MIX 

% of Fund’s  
Net Asset Value

Financials 100.5 

Cash and Cash Equivalents 0.5

Net Other Assets  (1.0) 

Total Net Asset Value 100.0

TOP 25 HOLDINGS 
% of Fund’s  

Net Asset Value

Commonwealth Bank of Australia 12.7

Bendigo and Adelaide Bank Limited 11.5

Westpac Banking Corporation 10.2

National Australia Bank Limited 9.6

Macquarie Group Limited 9.6

Standard Chartered PLC 4.0

HSBC Holdings PLC 3.8

Barclays PLC 3.6

Lloyds Banking Group PLC 3.6

JPMorgan Chase & Co. 2.5

New York Community Bancorp Inc. 2.4

Fifth Third Bancorp 2.4

Bank of America Corporation 2.3

Huntington Bancshares Inc. 2.3

Zions Bancorp NA 2.3

Swedbank AB 2.1

Citizens Financial Group Inc. 2.1

Citigroup Inc. 2.1

Umpqua Holdings Corporation 2.0

ABN AMRO Group NV 2.0

Sydbank A/S 1.8

PacWest Bancorp 1.8

Banca Mediolanum SpA 1.8

Mediobanca Banca di Credito Finanziario SpA 1.8
For investments in other investment funds, their prospectus and other information is available at www.sedar.com. 
The investment portfolio may change due to ongoing portfolio transactions. An updated listing is available quarterly.
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INDEPENDENT AUDITOR’S REPORT
TO THE UNITHOLDERS OF PURPOSE GLOBAL FINANCIALS 
INCOME FUND (FORMERLY AUSTRALIAN BANC INCOME FUND) 
(THE “FUND”)

OPINION 
We have audited the financial statements of the Fund, which comprise the 
statements of financial position as at December 31, 2018 and 2017, and the 
statements of comprehensive income, statements of changes in financial position 
and statements of cash flows for the period from March 1, 2017 to December 31, 
2017 and for the year ended December 31, 2018, and notes to the financial 
statements, including a summary of significant accounting policies. 

In our opinion, the accompanying financial statements present fairly, in all material 
respects, the financial position of the Fund as at December 31, 2018 and 2017, and 
its financial performance and its cash flows for the period from March 1, 2017 to 
December 31, 2017 and for the year ended December 31, 2018 in accordance with 
International Financial Reporting Standards (IFRSs). 

BASIS FOR OPINION 
We conducted our audit in accordance with Canadian generally accepted auditing 
standards. Our responsibilities under those standards are further described in 
the Auditor’s Responsibilities for the Audit of the Financial Statements section 
of our report. We are independent of the Fund in accordance with the ethical 
requirements that are relevant to our audit of the financial statements in Canada, 
and we have fulfilled our other ethical responsibilities in accordance with these 
requirements. We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our opinion. 

OTHER INFORMATION 
Management is responsible for the other information. The other information 
comprises the Management Report of Fund Performance of the Fund. Our opinion 
on the financial statements does not cover the other information and we do not 
express any form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility 
is to read the other information, and in doing so, consider whether the other 
information is materially inconsistent with the financial statements or our 
knowledge obtained in the audit or otherwise appears to be materially misstated. 

We obtained the Management Report of Fund Performance of the Fund prior to the 
date of this auditor’s report. If, based on the work we have performed, we conclude 
that there is a material misstatement of this other information, we are required to 
report that fact in this auditor’s report. We have nothing to report in this regard. 

RESPONSIBILITIES OF MANAGEMENT AND THOSE CHARGED WITH 
GOVERNANCE FOR THE FINANCIAL STATEMENTS 
Management is responsible for the preparation and fair presentation of the financial 
statements in accordance with IFRSs, and for such internal control as management 
determines is necessary to enable the preparation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing 
the Fund’s ability to continue as a going concern, disclosing, as applicable, matters 
related to going concern and using the going concern basis of accounting unless 
management either intends to liquidate the Fund or to cease operations, or has no 
realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Fund’s financial 
reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE 
FINANCIAL STATEMENTS 
Our objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud 
or error, and to issue an auditor’s report that includes our opinion. Reasonable 
assurance is a high level of assurance, but is not a guarantee that an audit 
conducted in accordance with Canadian generally accepted auditing standards 
will always detect a material misstatement when it exists. Misstatements can arise 
from fraud or error and are considered material if, individually or in the aggregate, 
they could reasonably be expected to influence the economic decisions of users 
taken on the basis of these financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing 
standards, we exercise professional judgment and maintain professional 
skepticism throughout the audit. We also: 

• Identify and assess the risks of material misstatement of the financial 
statements, whether due to fraud or error, design and perform audit procedures 
responsive to those risks, and obtain audit evidence that is sufficient and 
appropriate to provide a basis for our opinion. The risk of not detecting a 
material misstatement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. 

• Obtain an understanding of internal control relevant to the audit in order to 
design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the Fund’s 
internal control. 

• Evaluate the appropriateness of accounting policies used and the reasonableness 
of accounting estimates and related disclosures made by management.

• Conclude on the appropriateness of management’s use of the going concern 
basis of accounting and, based on the audit evidence obtained, whether 
a material uncertainty exists related to events or conditions that may cast 
significant doubt on the Fund’s ability to continue as a going concern. If we 
conclude that a material uncertainty exists, we are required to draw attention 
in our auditor’s report to the related disclosures in the financial statements or, 
if such disclosures are inadequate, to modify our opinion. Our conclusions are 
based on the audit evidence obtained up to the date of our auditor’s report. 
However, future events or conditions may cause the Fund to cease to continue 
as a going concern. 

• Evaluate the overall presentation, structure, and content of the financial 
statements, including the disclosures, and whether the financial statements 
represent the underlying transactions and events in a manner that achieves 
fair presentation. 

We communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audit and significant audit findings, 
including any significant deficiencies in internal control that we identify during 
our audit.

We also provide those charged with governance with a statement that we have 
complied with relevant ethical requirements regarding independence, and to 
communicate with them all relationships and other matters that may reasonably be 
thought to bear on our independence, and where applicable, related safeguards.

The engagement partner on the audit resulting in this independent auditor’s 
report is Fraser Whale.

 

Toronto, Canada  
April 1, 2019
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ANNUAL FINANCIAL STATEMENTS 

STATEMENTS OF FINANCIAL POSITION  
As at:

December 31. 
2018 

($)

December 31, 
2017 

($)

Assets
Investments:

Non-derivative financial assets  20,017,774  33,226,957 

Cash and cash equivalents 95,356  852,681 

Cash Margin 6,641  8,619 

Receivables:

Dividends  12,848  – 

Investment securities sold  28,861  – 

Prepaid expenses  66,452  106,352 

Total assets 20,227,932  34,194,609 

Liabilities
Options written, at fair value  392 –

Payables:

Management fees (note 5)  11,369  19,656 

Independent review committee fees (note 5)  2,992 –

Other accrued liabilities  154,917  97,704 

Distributions 101,667 –

Investment securities purchased  28,821 –

Total liabilities 300,158  117,360 

Net assets attributable to holders of redeemable units  19,927,774  34,077,249 
Net assets attributable to holders of redeemable units by class
ETF Units  19,620,140  33,042,500 

Class A  168,321  – 

Class F  139,313  1,034,749 

Total  19,927,774  34,077,249 

Number of units outstanding (note 4)

ETF Units  2,172,379  3,018,003 

Class A  16,963  – 

Class F  14,035 86,415

Net assets attributable to holders of redeemable units per unit
ETF Units 9.03 10.95 

Class A 9.92  – 

Class F 9.93 11.97 
The accompanying notes are an integral part of the financial statements.  

Approved on behalf of the Board of Directors of Purpose Investments Inc., 
as trustee and manager of Purpose Global Financials Income Fund (formerly 
Australian Banc Income Fund)

Som Seif 
Director 
April 1, 2019

Jeff Bouganim 
Director
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December 31. 
2018 

($)

December 31, 
2017 

($)

Income
Net gains (losses) on investments and derivatives

Dividend income  1,490,755  3,304,116 

Interest for distribution purposes  544  24 

Net realized gain (loss) on sales of investments  (722,855)  3,869,927 

Net realized gain (loss) on forward currency contracts  (1,594)  – 

Net realized gain (loss) on options contracts  55,316  (53,601) 

Change in unrealized appreciation (depreciation) in the value of investment  (3,407,674)  (7,479,252) 

Change in unrealized appreciation (depreciation) in the value of options  2,219  – 

Change in unrealized appreciation (depreciation) on foreign exchange 
transactions  –  (30,347) 

Net gains (losses) on investments and derivatives  (2,583,289)  (389,133) 

Foreign exchange gain (loss) on currency  (96,528)  (224,374) 

Total revenue  (2,679,817)  (613,507) 

Expenses
Management fees (note 5)  265,464  561,437 

Valuation and administrative fees  83,576  11,281 

Transaction costs (note 8)  66,641  134,341 

Withholding taxes (note 6)  25,873  532,033 

Audit fees  23,877  25,787 

Custodial and other unitholders’ fees  20,445  68,219 

Legal fees  16,990  4,355 

Operating fees  18,208  10,388 

Interest and bank charges  8,660  2,176 

Independent review committee fees (note 5)  4,001  4,631 

Recordkeeping fees  2,280  – 

Listing fees  –  10,315 

Income tax expenses  –  53,417 

Other expenses (note 5)  1,457  4,132 

Total expenses  537,472  1,422,512 

Expenses waived/absorbed by the Manager  (14,714) –

Net expenses  522,758  1,422,512 

Increase (decrease) in net assets attributable to holders of redeemable units  (3,202,575)  (2,036,019) 

December 31. 
2018 

($)

December 31, 
2017 

($)

Increase (decrease) in net assets attributable to holders of redeemable units 
per class (note 7)

ETF Units  (3,155,711)  (2,028,983) 

Class A  (18,913)  – 

Class F  (27,951)  (7,036) 

Total  (3,202,575)  (2,036,019) 

Average number of units outstanding for the period per class (note 7)

ETF Units  2,749,175  5,593,841 

Class A  11,928  – 

Class F  55,870  86,633 

Increase (decrease) in net assets attributable to holders of redeemable units 
per unit (note 7)

ETF Units  (1.15)  (0.36) 

Class A  (1.59)  – 

Class F  (0.50)  (0.08) 
The accompanying notes are an integral part of the financial statements. 

STATEMENTS OF COMPREHENSIVE INCOME
For the period from March 1, 2017 to December 31, 2017 and the year ended December 31, 2018:
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STATEMENTS OF CHANGES IN 
FINANCIAL POSITION 
For the period from March 1, 2017 to December 31, 2017 and the year ended 
December 31, 2018:

December 31. 
2018 

($)

December 31, 
2017 

($)

ETF Unit
Net assets attributable to holders of redeemable units at beginning of year  33,042,500  79,508,576 

Increase (decrease) in net assets attributable to holders of redeemable units  (3,155,711)  (2,028,983)

Redeemable unit transactions
Units exchanges  46,568  4,828 

Payments for redemption of redeemable units  (8,499,929)  (40,090,055)

Reinvestment of distributions  –  3,549,202 

Net increase (decrease) from redeemable share transactions  (8,453,361)  (36,536,025)

Distributions paid or payable to holders of redeemable units
From net investment income  (1,309,101)  (2,615,559) 

From capital gains –  (5,285,509) 

Return of capital  (504,187)  – 

Total distributions to holders of redeemable units  (1,813,288)  (7,901,068) 

Net increase (decrease) in net assets attributable to holders of redeemable units  (13,422,360)  (46,466,076)

Net assets attributable to holders of redeemable units at end of year  19,620,140  33,042,500 

Class A
Net assets attributable to holders of redeemable units at beginning of year  – –

Increase (decrease) in net assets attributable to holders of redeemable units  (18,913) –

Redeemable unit transactions
Proceeds from issuance of redeemable units  188,174 –

Payments for redemption of redeemable units  (940) –

Reinvestment of distributions  4,104 –

Net increase (decrease) from redeemable share transactions  191,338 –

Distributions paid or payable to holders of redeemable units
From net investment income – –

From capital gains – –

Return of capital  (4,104) –

Total distributions to holders of redeemable units  (4,104) –

Net increase (decrease) in net assets attributable to holders of redeemable units  168,321 –

Net assets attributable to holders of redeemable units at end of year  168,321 –

Class F
Net assets attributable to holders of redeemable units at beginning of year  1,034,749 1,111,574

Increase (decrease) in net assets attributable to holders of redeemable units  (27,951)  (7,036)

Redeemable unit transactions
Proceeds from issuance of redeemable units  14,000  – 

Units exchanges  (46,592)  (4,828)

Payments for redemption of redeemable units  (818,206)  – 

Reinvestment of distributions  22,855  113,113 

Net increase (decrease) from redeemable share transactions  (827,943)  108,285 

Distributions paid or payable to holders of redeemable units
From net investment income  (3,176)  (65,677) 

From capital gains  –  (112,397) 

Return of capital  (36,366)  – 

Total distributions to holders of redeemable units  (39,542)  (178,074) 

Net increase (decrease) in net assets attributable to holders of redeemable units  (895,436)  (76,825)

Net assets attributable to holders of redeemable units at end of year  139,313  1,034,749 
The accompanying notes are an integral part of the financial statements. 

STATEMENTS OF CASH FLOWS 
For the period from March 1, 2017 to December 31, 2017 and the year ended 
December 31, 2018:

December 31. 
2018 

($)

December 31, 
2017 

($)

Cash Flows from Operating Activities
Increase (decrease) in net assets attributable to holders of redeemable units  (3,202,575)  (2,036,019) 

Adjustments for:

Foreign exchange loss (gain) on cash  96,528  224,374 

Purchase of investments  (26,526,388)  (42,212,641) 

Proceeds from investments sold  35,605,291  84,794,749 

Net realized (gain) loss on sales of investments  722,855  (3,869,927) 

Net realized (gain) loss on forward currency contracts  1,594  – 

Net realized (gain) loss on options contracts  (55,316) –

Change in unrealized (appreciation) depreciation in the value of investments  3,407,674  7,479,252 

Change in unrealized (appreciation) depreciation in the value of options  (2,219)  53,601 

Net change in non-cash working capital balances  78,970  307,982 

Margins  (1,978)  (8,619) 

Transaction costs (note 9)  66,641  134,341 

 10,191,077  44,867,093 

Cash Flows from (used in) Financing Activities
Proceeds from redeemable units issued 202,174  – 

Unit exchanges (24) –

Payments for units redeemed  (9,319,075)  (40,090,055) 

Distributions paid to holders of redeemable units, net of reinvested 
distributions  (1,728,308)  (4,416,827) 

 (10,845,233)  (44,506,882) 

Foreign exchange gain (loss) on cash  (96,528)  (224,374) 

Net increase (decrease) in cash and cash equivalents  (654,156)  360,211 

Cash and cash equivalents, at beginning of period  852,681  716,844 

Cash and cash equivalents, at end of period 101,997  852,681 
Interest received  544  24 

Dividends received, net of withholding taxes  1,452,034  3,152,295 

Interest paid  8,660  2,176 
The accompanying notes are an integral part of the financial statements. 
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Security

Number of 
shares/units/ 

par value
Average Cost 

($)
Fair Value 

($)

Long Positions – 100.5%
Australia – 53.6%
Bendigo and Adelaide Bank Limited 220,874 2,225,985 2,291,661

Commonwealth Bank of Australia 36,405 2,870,191 2,534,102

Macquarie Group Limited 18,230 1,451,494 1,904,587

National Australia Bank Limited 82,903 2,563,442 1,918,805

Westpac Banking Corporation 84,478 2,661,940 2,034,053

11,773,052 10,683,208

Denmark – 1.9%
Sydbank A/S 11,332 451,931 368,214

Italy – 3.6%
Banca Mediolanum SpA 45,498 431,172 362,240

Mediobanca Banca di Credito Finanziario SpA 31,336 444,178 361,536

875,350 723,776

Netherlands – 2.0%
ABN AMRO Group NV 12,255 428,845 393,731

Sweden – 2.1%
Swedbank AB 13,833 412,906 421,358

United Kingdom – 15.1%
Barclays PLC 275,777 920,242 722,308

HSBC Holdings PLC 67,441 851,213 759,156

Lloyds Banking Group PLC 790,841 848,540 713,523

Standard Chartered PLC 75,838 929,878 804,060

3,549,873 2,999,047

Security

Number of 
shares/units/ 

par value
Average Cost 

($)
Fair Value 

($)

United States – 22.2%
Bank of America Corporation 13,819 549,586 464,851

Citigroup Inc. 5,794 517,167 411,793

Citizens Financial Group Inc. 10,377 575,994 421,175

Fifth Third Bancorp 14,756 589,313 474,009

Huntington Bancshares Inc. 28,385 580,748 461,914

JPMorgan Chase & Co. 3,672 531,044 489,371

New York Community Bancorp Inc. 37,718 583,283 484,546

PacWest Bancorp 8,026 575,586 364,652

Umpqua Holdings Corporation 18,338 583,005 398,057

Zions Bancorp NA 8,236 599,420 458,072

5,685,146 4,428,440

Total Long Positions – 100.5% 23,177,103 20,017,774

Transaction Costs (note 8) (39,950) –

Total Investments – 100.5% 23,134,584 20,017,382

Options (Schedule 1) – 0.0% (392)

Cash and Cash Equivalents – 0.5% 101,997

Other Assets, Less Liabilities – (1.0%) (191,605)

Net Assets – 100.0% 19,927,774
The accompanying notes are an integral part of the financial statements.

 
SCHEDULE 1 – OPTIONS
For the year ended December 31, 2018 

Written Call Options Number of Contracts Strike Price (USD) Expiry Date Premium Received (CAD) Fair Value (CAD)

Barclays PLC 30 $175.00 2019-01-19 2,569 392

Total Options 2,569 392

SCHEDULE OF INVESTMENTS 
December 31, 2018
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NOTES TO THE FINANCIAL STATEMENTS 

1. THE FUND
Purpose Global Financials Income Fund (formerly Australian Banc Income 
Fund) (the “Fund”) is an investment trust established under the laws of the 
Province of Ontario and governed by the Trust Agreement dated February 24, 
2011 (the “Trust Agreement”) and commenced operations on March 18, 2011. 
The manager of the Fund is Purpose Investments Inc. (the “Manager”) and 
Purpose Investments Inc. is the trustee (the “Trustee”). The fiscal year-end of the 
Fund is the last day of December. The Fund offers ETF Units, Class A Units and 
Class F Units. The ETF Units are listed on the Toronto Stock Exchange (the “TSX”) 
under the symbol PFG. The last traded price as of December 31, 2018 was $8.99. 
The Class F Units are designed for fee-based accounts and are not listed on a 
stock exchange but may be converted into ETF Units on a weekly basis.

On March 31, 2018, Redwood Asset Management Inc. (“Redwood”) was 
amalgamated into Purpose Investments Inc. (“Purpose”). The name of the Fund 
was changed to the Purpose Global Financials Income Fund.

On July 3, 2018, Purpose Global Financials Income Fund completed its 
conversion from a closed-end fund to an open-end fund. Class A units of the 
closed-end fund converted into ETF units of the open-end fund under the ticker 
symbol PFG and Class F units of the closed-end fund converted into open-end 
Class F mutual fund units. Class A mutual fund units of Purpose Global Financials 
Income Fund launched on July 3, 2018. 

The Fund’s financial statements includes the Schedule of Investments as at 
December 31, 2018 and the Statements of Financial Position as at December 31, 
2018 and 2017, and the Statements of Comprehensive Income, the Statements 
of Changes in Financial Position and the Statements of Cash Flows for the period 
from March 1, 2017 to December 31, 2017 and the year ended December 31, 2018 
(the “financial statements”).

The financial statements were approved for issuance by the Manager on 
April 1, 2019.

2. INVESTMENT OBJECTIVES
The Fund’s investment objectives are to (i) maximize total return through 
capital appreciation and distributions, and (ii) provide unitholders with 
monthly distributions, through investment in a portfolio of global financial 
services companies.

The Fund will invest in equity securities across the global financial services sector 
using multi-factor strategy that is intended to create value and reduce risk over 
the investment period. The Fund’s portfolio will be comprised of securities that 
the manager believes are quality companies with attractive valuations based on 
financial metrics.

3. SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

BASIS OF PREPARATION
These financial statements have been prepared in accordance with International 
Financial Reporting Standards (“IFRS”) as issued by the International Accounting 
Standards Board (“IASB”). 

The financial statements have been prepared on a going concern basis using 
the historical-cost convention. However, the Fund is an investment entity and 
primarily all financial assets and financial liabilities are measured at fair value in 
accordance with IFRS. Accordingly, the Fund’s accounting policies for measuring 
the fair value of investments and derivatives are consistent with those used in 
measuring the Net Asset Value for transactions with unitholders.

In applying IFRS, management may make estimates and assumptions that affect 
the reported amounts of assets, liabilities, income and expenses during the 
reporting periods. Actual results may differ from such estimates. The preparation 
of the Fund’s financial statements requires management to make judgments, 
estimates and assumptions that affect the reported amounts recognized in 
the financial statements and disclosure of contingent liabilities. However, 
uncertainty about these assumptions and estimates could result in outcomes 

that could require a material adjustment to the carrying amount of the asset or 
liability affected in future periods.

The Manager has concluded that the Fund has met the additional characteristics 
of an investment entity within IFRS 10, Consolidated Financial  Statements.

The financial statements have been presented in Canadian dollars, which is the 
Fund’s functional currency.

FINANCIAL INSTRUMENTS
Financial instruments include financial assets and liabilities such as debt and 
equity securities, open-ended investment funds and derivatives. The Fund 
classifies and measures financial instruments in accordance with IFRS 9, Financial 
Instruments (“IFRS 9”). On initial adoption of IFRS 9, there was no impact to the 
financial statements of the Fund. Upon initial recognition, financial instruments 
are classified as fair value through profit or loss (“FVTPL”). All financial instruments 
are recognized in the Statement of Financial Position when the Fund becomes 
a party to the contractual requirements of the instrument. Financial assets are 
derecognized when the right to receive cash flows from the instrument has expired 
or the Fund has transferred substantially all risks and rewards of ownership. 
Financial liabilities are derecognized when the obligation is discharged, cancelled 
and expires. As such, investment purchase and sale transactions are recorded as 
of the trade date. Financial instruments are subsequently measured at FVTPL with 
changes in fair value recognized in the Statement of Comprehensive Income – Net 
unrealized gain (loss). 

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or 
determinable payments that are not quoted in an active market. The Fund 
includes in this category amounts relating to receivables in respect of amounts 
receivables for portfolio securities sold and other short-term receivables.

Other financial liabilities
This category includes all financial liabilities, other than those classified as fair 
value through profit or loss. The Fund includes in this category amounts relating 
to payables in respect of amounts payable for portfolio securities purchased and 
other accrued liabilities.

A financial asset or a financial liability is recognized when the Fund becomes 
a party to the contractual provisions of the instrument. Purchases or sales of 
financial assets that require delivery of assets within the time frame generally 
established by regulation or convention in the market place (regular way trades) 
are recognized on the trade date.

Valuation of financial instruments
Financial assets and financial liabilities at fair value through profit or loss 
are recorded in the Statements of Financial Position at fair value upon initial 
recognition. All transaction costs such as brokerage commissions, incurred in 
the purchase and sale of securities for such instruments are recognized directly 
in profit or loss. Loans and receivables and other financial liabilities (other than 
those classified as fair value through profit or loss) are measured initially at their 
fair value plus any directly attributable incremental costs of acquisition or issue. 

After initial measurement, the Fund measures financial instruments that are 
classified as fair value through profit or loss at fair value. Subsequent changes 
in the fair value of those financial instruments are recorded in unrealized 
appreciation (depreciation) on investments. The applicable period change 
in unrealized appreciation (depreciation) on investments is included on the 
Statement of Comprehensive Income. The average cost of portfolio investments 
represents the sum of the average cost of each portfolio investment. For the 
purposes of determining the average cost of each portfolio investment, the 
purchase price of the portfolio investment acquired by the Fund is added to 
the average cost of the particular portfolio investment immediately prior to 
the purchase. The average cost of a portfolio investment is reduced by the 
number of shares or units sold multiplied by the average cost of the portfolio 
investment at the time of the sale. The average cost per share or unit of each 
portfolio investment sold is determined by dividing the average cost of the 
portfolio investment by the number of shares or units held immediately prior 
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to the sale transaction. Transaction costs incurred in portfolio transactions are 
excluded from the average cost of investments and are recognized immediately 
in net income and are presented as a separate expense item in the financial 
statements. Realized gains and losses from the sale of portfolio investments are 
also calculated based on the average costs, excluding transaction costs, of the 
related investment.

Loans and receivables and other financial liabilities (other than those classified 
as fair value through profit or loss) are measured at amortized cost.

The Fund’s obligation for net assets attributable to holders of redeemable units 
is presented at the redemption amount before discount. 

The Fund measures its financial instruments, such as equities, bonds and other 
interest-bearing investments and derivatives, at fair value at each reporting 
date. Fair value is the price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between market participants at the 
measurement date. The fair value measurement is based on the presumption 
that the transaction to sell the asset or transfer the liability takes place in the 
principal market for the asset or liability.

The fair values of each specific type of investments and derivatives are 
determined in the following manner:

Portfolio investments
Portfolio investments listed on recognized public securities exchanges are 
valued using their last traded market price on the securities exchange when the 
price falls within the day’s bid-ask spread. In the circumstance when the close or 
last traded price falls outside of the bid-ask spread, then fair value is determined 
by using bid price for long positions and ask price for short positions or a 
different point within the bid-ask spread that management determines to be 
more representative of fair value. 

Derivatives
Valuation of forward currency contracts
The Fund may enter into forward currency contracts for hedging purposes or 
to establish an exposure to a particular currency. Forward currency contracts 
are valued at fair value of the gain or loss, if any, that would be realized on 
the valuation date if the position in the forward currency contracts were to be 
closed out. The gain or loss on forward currency contracts is included in the 
Statement of Comprehensive Income.

Valuation of equity forward agreement
The value of a forward agreement is the gain or loss that would be realized if, 
on the valuation date, the position was closed out. The forward agreement 
is valued each day by applying the value of the collateral portfolio versus the 
value of the underlying holdings of the forward agreement. The difference in 
the valuation is recorded in the Statements of Financial Position as the forward 
agreement, at fair value. When the equity forward agreements are closed out, 
any gains or losses realized are included in net realized gain or loss on equity 
forward agreement. 

Other financial assets and liabilities
All trade receivables and other accounts receivable are designated as 
receivables. They are recorded at amortized cost, which approximates their 
fair value. Similarly, all trade payables and accrued expenses are designated as 
financial liabilities and are recorded at amortized cost, which approximates their 
fair value.

INCOME RECOGNITION 
Interest income for distribution purposes
The interest for distribution purposes shown on the Statement of 
Comprehensive Income represents the interest received by the Fund accounted 
for on an accrual basis. 

Dividend revenue 
Dividend revenue is recognized when the Fund’s right to receive the payment 
is established. Dividend revenue is presented gross of any non-recoverable 
withholding taxes, which are disclosed separately in the Statement of 
Comprehensive Income.

Securities lending
The Fund may lend portfolio securities in order to earn additional revenue 
from fees paid by the counterparty, which is included on the Statement of 
Comprehensive Income. These transactions involve the temporary exchange of 
securities as collateral with a commitment to deliver the same securities on a 
future date. 

The market value of the loaned securities is determined on the close of any 
valuation date and any additional required collateral is delivered to the Fund 
on the next business day. The securities on loan continue to be included on the 
Schedule of Investments and are included in the total value on the Statements 
of Financial Position in Investments at fair value.

IFRS 15 – Revenue Recognition
On May 28, 2014, the IASB issued the new revenue standard, IFRS 15 – Revenue 
from Contracts with Customers. IFRS 15 provides for a unified, principles-
based model to be applied to all contracts with customers, and allows for two 
approaches for recognizing revenue – at a point in time or over time. The new 
standard specifies how and when revenue will be recognized, and introduces 
new estimates and threshold for judgements, which may affect the amount and/
or timing of revenue to be recognized. 

The Fund has adopted IFRS 15 in its financial statements for the annual period 
beginning January 1. Since the Fund meets the definition of an investment 
entity, the revenues earned during the year are considered investment income. 
Investment income is not in scope of IFRS 15, and therefore, the application of 
the new standard had no overall impact on the Fund’s financial statements. 

REDEEMABLE PARTICIPATING UNITS
Redeemable participating units are classified as financial liabilities and are 
redeemable at the unitholder’s option at prices based on the Fund’s NAV per 
unit at the time of redemption. The amounts are continuously measured at their 
redemption value prior to discounts. The Fund’s units do not meet the criteria 
in IAS 32 for classification as equity and therefore, have been reclassified and 
presented as a financial liability.

FUNCTIONAL AND PRESENTATION CURRENCY
The Fund’s functional currency is the Canadian dollar (unless otherwise 
noted), which is the currency of the primary economic environment in which it 
operates. The Fund’s performance is evaluated and its liquidity is managed in 
Canadian dollars (unless otherwise noted). Therefore, the Canadian dollar is 
considered as the currency that most faithfully represents the economic effects 
of the underlying transactions, events and conditions. The Fund’s presentation 
currency is also the Canadian dollar, unless otherwise noted.

FOREIGN CURRENCY TRANSLATIONS
Transactions during the year, including purchases and sales of securities, 
income and expenses, are translated into Canadian dollars at the rate of 
exchange prevailing on the date of the transaction. Assets and liabilities 
denominated in foreign currencies are retranslated at the functional currency 
rate of exchange at the reporting date.

Foreign currency transaction gains and losses on financial instruments classified 
as fair value through profit or loss are included in profit or loss in the Statement 
of Comprehensive Income as part of the “net gains on investments and 
derivatives”.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
The key assumptions concerning the future and other key sources of estimation 
uncertainty at the reporting date, which have a significant risk of causing a 
material adjustment to the carrying amounts of assets and liabilities within 
the next financial year, are discussed below. The Fund based the assumptions 
and estimates on parameters available when the financial statements were 
prepared. However, existing circumstances and assumptions about future 
developments may change due to market changes or circumstances arising 
beyond the control of the Fund. Such changes are reflected in the assumptions 
when they occur.

NOTES TO THE FINANCIAL STATEMENTS (continued)



2018 ANNUAL REPORT 14DECEMBER 31, 2018 AND 2017

PURPOSE GLOBAL FINANCIALS INCOME FUND  
(FORMERLY AUSTRALIAN BANC INCOME FUND)

Fair value of financial instruments
When the fair values of financial assets and financial liabilities recorded in the 
Statements of Financial Position cannot be derived from active markets, their 
fair value is determined using a variety of valuation techniques that include the 
use of valuation models. The inputs to these models are taken from observable 
markets where possible, but where this is not feasible, estimation is required 
in establishing fair values. The estimates include consideration of liquidity and 
model inputs related to items such as credit risk (both own and counterparty’s), 
correlation and volatility. Changes in assumptions about these factors could 
affect the reported fair value of financial instruments in the Statements of 
Financial Position and the level where the instruments are disclosed in the fair 
value hierarchy. The models are tested for validity by calibrating to prices from 
any observable current market transactions in the same instrument (without 
modification or repackaging) when available. 

Classification and measurement of investments and application 
of the fair value option
In classifying and measuring financial instruments held by the Fund, Purpose 
is required to make significant judgments in order to determine the most 
appropriate classification in accordance with IFRS 9. Purpose has assessed 
the Fund’s business model, the manner in which all financial instruments are 
managed and performance evaluated as a group on a fair value basis, and 
concluded that FVTPL in accordance with IFRS 9 provides the most appropriate 
measurement and presentation of the Fund’s financial instruments.

4. REDEEMABLE PARTICIPATING UNITS
The beneficial interest in the net assets and net income of the Fund is divided 
into three classes of Units, ETF Units, Class A Units and Class F Units.

The Fund is authorized to issue an unlimited number of redeemable, 
transferable units of an unlimited number of classes of units, each of which 
represents an equal, undivided interest in the net assets of the Fund, subject 
to the terms and conditions of the declaration of trust. All units have equal 
rights and privileges. Each whole unit is entitled to one vote at all meetings of 
redeemable participating unitholders and is entitled to participate equally with 
respect to any and all distributions, other than management fee distributions.

The redeemable and participating units may be traded on the Toronto Stock 
Exchange under symbol PFG, unitholders may redeem units for cash, subject to 
a redemption discount.

Changes in outstanding units during the periods ended December 31, 2018 
and 2017:

Number of Units

ETF Class A Class F

Outstanding, February 28, 2017 – 6,730,504 86,815

Class F Units converted to Class A Units – 435 (400)

Redeemed – (3,712,936) –

Outstanding, December 31, 2017 – 3,018,003 86,415

Issued – 21,031 1,226

Class A Units converted to ETF Units 3,022,379 (3,022,379) –

Reinvested – 398 2,018

Redeemed (850,000) (90) (75,624)

Outstanding, December 31, 2018 2,172,379 16,963 14,035

5. MANAGEMENT FEES AND OTHER EXPENSES
Pursuant to a Trust Agreement, the Fund retained Purpose Investments Inc. 
to act as manager (the “Manager”). As compensation for coordinating the 
organization of and managing the ongoing business and administrative affairs 
of the Fund, the Manager is entitled to an annual management fee in an amount 
equal to 0.55% per annum of the NAV of the Fund to be calculated and payable 
monthly in arrears, plus applicable taxes. 

The Fund pays a service fee to dealers whose clients hold Class A Units in the 
Fund. The service fee is calculated and payable each calendar quarter in arrears 
and is equal to 1.00% annually of the NAV of the Class A Units held by clients of 
the dealers. 

The Fund is also responsible for various expenses relating to its operations 
and management. These expenses may include, without limitation, items such 
as financial reporting, mailing, printing, trustee fees, custodial fees, transfer 
agent fees, legal fees, valuation agent fees, audit fees, regulatory fees, and 
Independent Review Committee costs. The Fund is also responsible for all taxes, 
commissions and other costs of securities transactions and any extraordinary 
expenses that it may incur or that may be incurred on its behalf from time to 
time. Except for interest and bank charges paid or payable directly by the Fund, 
the Manager incurs such expenses on the Fund’s behalf and is then reimbursed 
by the Fund for such expenses. The Fund’s common operating expenses 
are allocated to unit classes based on the average daily Net Asset Value of 
each class. 

The Manager may, from time to time, in its sole discretion, pay all or a portion of 
any operating expenses that would otherwise be payable by the Fund.

6. INCOME TAXES AND WITHHOLDING TAXES
The Fund qualifies and intends to continue to qualify as a mutual fund trust 
under the Income Tax Act (Canada) and, accordingly, is subject to tax on its 
investment income, including net realized capital gains, for any tax year in 
which its net investment income or sufficient net realized capital gains are not 
paid or payable to its unitholders as at the end of its tax year. It is the intention 
of the Manager that all annual net investment income and sufficient net 
taxable capital gains will be distributed to unitholders on a tax year basis such 
that no Canadian income taxes are payable by the Fund. As a result thereof, 
no provision for income taxes is made in these financial statements.

As at December 31, 2018, the Fund had no non-capital losses (2017 – $nil) 
but it had capital loss carry forward of $3,840,123 (2017 – $nil) for income tax 
purposes. Capital losses may be carried forward indefinitely to be applied 
against future capital gains. Non-capital losses may be utilized to reduce taxable 
income over the twenty years following the tax year in which they arise.

The Fund may incur withholding taxes imposed by certain countries on 
investment income and capital gains. Such income and gains are recorded on a 
gross basis and the related withholding taxes are shown as a separate expense 
in the Statement of Comprehensive Income.

7.  INCREASE (DECREASE) IN NET ASSETS FROM 
OPERATIONS ATTRIBUTABLE TO HOLDERS OF 
REDEEMABLE UNITS PER UNIT 

Increase (decrease) in net assets from operations attributable to holders 
of redeemable units per unit of each Class is calculated by dividing the 
Increase (decrease) in net assets attributable to holders of redeemable units 
from operations (excluding distributions), as reported in the Statement of 
Comprehensive Income, by the weighted average number of units in issue 
during the related period.

8. BROKERAGE COMMISSIONS
Commissions paid to brokers in connection with portfolio transactions are 
included in transaction costs in the Fund’s Statement of Comprehensive 
Income. Brokerage business is allocated based on which broker can deliver to 
the Fund the best trade execution. 

Soft dollar arrangements are when trades are allocated to brokers that provide 
or pay for, in addition to transaction execution, investment research, statistical 
or other similar services. The Investment Advisor does not use soft dollar 
arrangements when selecting brokers for trade execution for the Fund. 
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9. FAIR VALUE INVESTMENTS
IFRS 13 requires disclosures relating to fair value measurements using a three-
level fair value hierarchy. The level within which the fair value measurement is 
categorized in its entirety is determined on the basis of the lowest level input 
that is significant to the fair value measurement. Assessing the significance of 
a particular input requires judgment, considering factors specific to the asset 
or liability. The Fund’s hierarchy for disclosing the fair value of its financial 
instruments is based on the inputs summarized below:

• Level 1 – valuation based on quoted prices (unadjusted) observed in active 
markets for identical assets or liabilities.

• Level 2 – valuation techniques based on inputs that are quoted prices of 
similar instruments in active markets; quoted prices for identical or similar 
instruments in markets that are not active; inputs other than quoted prices 
used in a valuation model that are observable for that instrument; and inputs 
that are derived from or corroborated by observable market data by correla-
tion or other means.

• Level 3 – valuation techniques with significant unobservable market inputs.
For assets and liabilities that are recognized in the financial statements on a 
recurring basis, the Fund determines whether transfers have occurred between 
levels in the hierarchy by reassessing the categorization at the end of each 
reporting period.

The following inputs were used in valuing the Fund’s investments and 
derivatives at fair values as at December 31, 2018:

Level 1
($)

Level 2
($)

Level 3
($)

Total
($)

Financial assets
Equities 20,017,774 – – 20,017,774

Total financial assets 20,017,774 – – 20,017,774

Financial liabilities
Options 392 – – 392

Total financial liabilities 392 – – 392

Total financial assets and liabilities 20,017,382 – – 20,017,382

The following inputs were used in valuing the Fund’s investments and 
derivatives at fair values as at December 31, 2017:

Level 1
($)

Level 2
($)

Level 3
($)

Total
($)

Financial assets
Equities 33,226,957 – – 33,226,957

Total financial assets 33,226,957 – – 33,226,957

Total financial assets and liabilities 33,226,957 – – 33,226,957

During the periods ended December 31, 2018 and 2017, there were no transfers 
of assets between Level 1, Level 2 and Level 3. 

10. FINANCIAL RISKS
In the normal course of business, the Fund is exposed to a variety of financial 
risks: market price risk, interest rate risk, currency risk, credit risk and liquidity 
risk. The Fund’s primary risk management objective is to protect earnings and 
cash flow and, ultimately, unitholder value. Risk management strategies, as 
discussed below, are designed and implemented to ensure the Fund’s risks and 
related exposures are consistent with its objectives and risk tolerance. 

Most of the Fund’s risks are derived from its investments. The value of the 
investments within the Fund’s portfolio can fluctuate on a daily basis as a result 
of changes in interest rates, economic conditions, commodity prices, and the 
market and company news related to specific securities held by the Fund. The 
investments are made in accordance with the Fund’s risk management policies. 
The policies establish investment objectives, strategies, criteria and restrictions. 

The objectives of these policies are to identify and mitigate investment risk 
through a disciplined investment process and the appropriate structuring of 
each transaction.

Market price risk
Market price risk arises primarily from uncertainties about the future market 
prices of instruments held. Market price fluctuations may be caused by factors 
specific to an individual investment, or factors affecting all securities traded in 
a market or industry sector. All investments present a risk of loss of capital. The 
maximum risk resulting from financial instruments is equivalent to their fair 
value. The Fund’s most significant exposure to market price risk arises from its 
investment in equity securities. If equity prices for these securities had increased 
or decreased by 5% as at December 31, 2018 with all other variables held 
constant, the Fund’s net assets would have increased or decreased, respectively, 
by approximately $1.0 million (2017 – $1.7 million). In practice, actual results 
may differ from this sensitivity analysis and the difference could be material.

Interest rate risk
Interest rate risk arises from interest-bearing financial instruments where the 
values of those instruments fluctuate due to changes in market interest rates. 

The majority of the Fund’s financial assets are equity shares, which are not 
interest bearing. As the Fund’s financial liabilities are primarily short term in 
nature and generally not interest bearing, the Fund’s exposure to interest rate 
risk is considered low. 

As at December 31, 2018 and 2017, interest rate risk was negligible as the Fund 
had no exposure to interest-bearing credit facility. 

Currency risk
Currency risk arises from financial instruments that are denominated in a 
currency other than the Canadian dollar, which is the Fund’s the functional 
currency of the Funds. As a result, the Funds may be exposed to the risk that 
the value of securities denominated in other currencies will fluctuate due to 
changes in exchange rates.

The table below summarizes the Fund’s indirect exposure to the foreign 
currency as at December 31, 2018: 

Currency 
Gross Exposure 

($)
Hedge 

($)
Net Exposure 

($)
% of  

Net Assets

Australian dollar 10,685,093 – 10,685,093 53.6

British Pound 2,998,655 – 2,998,655 15.1

Danish Krone 368,214 – 368,214 1.8

Euro 1,150,658 – 1,150,658 5.8

Swedish Krona 421,358 – 421,358 2.1

United States Dollar 4,451,020 – 4,451,020 22.3

Net Exposure 20,074,997 – 20,074,997 100.0

The table below summarizes the Fund’s indirect exposure to the foreign 
currency as at December 31, 2017: 

Currency 
Gross Exposure 

($)
Hedge 

($)
Net Exposure 

($)
% of  

Net Assets

Australian dollar 33,922,000 – 33,922,000 99.5

Net Exposure 33,922,000 – 33,922,000 99.5

If the Canadian dollar weakened or strengthened by 5% as at 
December 31, 2018, with all other variables held constant, the Fund’s net 
assets would have increased or decreased, respectively, by $1.0 million (2017 – 
$1.7 million). In practice, actual results may differ from this sensitivity analysis.

Portfolio concentration risk
Concentration indicates the relative sensitivity of the Fund’s performance 
to developments affecting a particular industry or geographical location. 
Concentrations of risk arise when a number of financial instruments or 
contracts are entered into with the same counterparty, or where a number of 
counterparties are engaged in similar business activities, or activities in the 
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same geographical region, or have similar economic features that would cause 
their ability to meet contractual obligations to be similarly affected by changes 
in economic, political or other conditions. 

The Manager manages the risk through diversification and a thorough 
understanding of each investment in the portfolio. 

Credit risk
Credit risk is the risk that a counterparty to a financial instrument fails to 
discharge an obligation or commitment that it has entered into with the Fund.

All transactions in securities are settled or paid for upon delivery using approved 
brokers. The risk of default by a counter party is considered minimal, as delivery 
of securities sold is only made once the Fund has received payment. Payment 
is made on a purchase once the securities have been received by the Fund. 
The trade will fail if either party fails to meet its obligation. 

Liquidity risk
Liquidity risk is the risk of not being able to meet the Fund’s cash requirements 
in a timely manner and includes the risk of not being able to liquidate assets at 
reasonable prices. This risk mainly arises from the Fund’s exposure to monthly 
and annual redemptions. Sufficient notification is required for redemption 
requests to allow the Manager to sell investments to raise cash to fund 
redemptions. In addition, the Fund retains sufficient cash positions to meet its 
daily cash requirements. All liabilities are due within three months.

11. CAPITAL MANAGEMENT
The Fund considers its capital to consist of its issued and outstanding units.

The Fund’s investment objectives are outlined in note 2.

The Fund manages its capital in accordance with its investment objectives 
and strategies and the risk management practices outlined in note 10 while 
maintaining sufficient liquidity to meet distributions and redemptions. In order 
to manage its capital structure, the Fund may adjust the amount of distributions 
paid to unitholders. The Fund is not subject to any externally imposed capital 
requirements.

12. DISTRIBUTIONS
Distributions, as declared by the Manager, are made on a monthly basis to 
unitholders of record on the last business day of each month. The distributions 
are payable by the tenth business day of the following month.

13. RELATED PARTY TRANSACTIONS
Purpose is deemed to be a related party as Manager of the Fund. Please refer 
to note 5 above for fees paid to Purpose. There are no other related party 
transactions for the Fund.

The Manager has appointed the Independent Review Committee (IRC) as 
required by National Instruments 81-107 Independent Review Committee for 
Investment Fund. The mandate of the IRC is to review, and provide input on, 
the Manager’s written policies and procedures that deal with conflict of interest 
matters in respect of the Fund. The fees for services rendered to the Fund are 
reported in the Statement of Comprehensive Income.
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