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 A roller coaster is the best way to describe the first three months of the year. North American stocks dropped by 10% and bounced back. Oil rose 
ϱϬй �Žī �ŝƚƐ�ďŽƩ Žŵ͘ �zĞƚ͕ �ŽŶĞ�ŽĨ�ƚŚĞ�ĂƐƐĞƚ�ĐůĂƐƐĞƐ�ƚŚĂƚ�ŐƌĞǁ �ƚŚĞ�ŵŽƐƚ�ǁ ĂƐ�ŐŽǀ ĞƌŶŵĞŶƚ�ďŽŶĚƐ�ƉĂǇŝŶŐ�ŶĞŐĂƟǀ Ğ�ŝŶƚĞƌĞƐƚ�ƌĂƚĞƐ͘ �It doubled in size.
dŚĞ�ůĂǁ �ŽĨ�ƐƵƉƉůǇ�ĂŶĚ�ĚĞŵĂŶĚ�ĂƉƉůŝĞƐ�Ğǀ ĞŶ�ŝŶ�ĐŚĂůůĞŶŐŝŶŐ�ƟŵĞƐ͖ �ƚŚĞƌĞ�ǁ ĞƌĞ�ŵŽƌĞ�ďƵǇĞƌƐ�ƚŚĂŶ�ƐĞůůĞƌƐ�ŽĨ�ǭƐƵď-zero’ bonds.

/Ŷ�Ă�ďŝǌĂƌƌĞ�ǁ ŽƌůĚ�ǁ ŚĞƌĞ�ŵĂŶǇ�ĐĞŶƚƌĂů�ďĂŶŬĞƌƐ�ĂŶĚ�ƉŽůŝƟĐŝĂŶƐ�ƚŚŝŶŬ�ƚŚĂƚ�ĂĚĚŝŶŐ�ŵŽƌĞ�ƚŽ�Ă�ŐƌŽǁ ŝŶŐ�ĚĞďƚ�ƉŝůĞ�ĂŶĚ�ƌĞƉƌĞƐƐŝŶŐ�ŝŶterest rates are
ǁ ĂǇƐ�ƚŽ�ŐĞƚ�ĐŽŶƐƵŵĞƌƐ�ƚŽ�ƐƉĞŶĚ͕ �ŚĞƌĞ�ĂƌĞ�Į ǀ Ğ�ƋƵĞƐƟŽŶƐ�ƚŽ�ŚĞůƉ�ŝŶǀ ĞƐƚŽƌƐ�ƵŶĚĞƌƐƚĂŶĚ�ǁ ŚĂƚ�ŝŶ�ƚŚĞ�ƌĞĂů�ǁ ŽƌůĚ�ŝƐ�ŐŽŝŶŐ�ŽŶ�ĂƐ�ŝƚ relates to your
money.

ϭ͘ �, Žǁ �ŵƵĐŚ�ĨĞĚĞƌĂů�ŐŽǀ ĞƌŶŵĞŶƚ�ĚĞďƚ�ŝŶ�ƚŚĞ�ǁ ŽƌůĚ�ŝƐ�ƉĂǇŝŶŐ�ŶĞŐĂƟǀ Ğ�ŝŶƚĞƌĞƐƚ͍

It increased from 3.5 trillion dollars to 7.0 trillion dollars - almost 1/3rd of all government debt – in three
months. The size of the Canadian economy - all goods and services produced - is 1.5 trillion dollars.
So, this `sub-zero’ debt grew more than two Canadian economies.

Ϯ͘ �, Žǁ �ĚŽ�ŶĞŐĂƟǀ Ğ�ŝŶƚĞƌĞƐƚ�ƌĂƚĞƐ�ŚĂƉƉĞŶ͍

, ĞƌĞ�ŝƐ�ŽŶĞ�ǁ ĂǇ͘�/Ŷ��ĂŶĂĚĂ͕ �ŝĨ�ǇŽƵ�ŝŶǀ ĞƐƚ�ΨϭϬϬ�ŝŶ�Ă�ŐƵĂƌĂŶƚĞĞĚ�ŝŶǀ ĞƐƚŵĞŶƚ�ĐĞƌƟĮ ĐĂƚĞ�;' /�Ϳ�ǁ ŝƚŚ�Ă�ďĂŶŬ�ĨŽƌ�
four years, each year you earn $2.50 on your investment, 2.50%. At maturity, you receive $110: your
investment plus interest of $10. But, in Germany right now, instead of earning $2.50 per year, it costs 50
ĐĞŶƚƐ�ŝŶ�ŶĞŐĂƟǀ Ğ�ŝŶƚĞƌĞƐƚ�ƉĞƌ�ǇĞĂƌ�ƚŽ�Žǁ Ŷ�Ă�' /�͕ �Žƌ�ΨϮ͘ ��ƚ�ŵĂƚƵƌŝƚǇ͕�ǇŽƵ�ƌĞĐĞŝǀ Ğ�ŽŶůǇ�Ψϵϴ�ďĂĐŬ͊

ϯ ͘ �t ŚǇ�ǁ ŽƵůĚ�ĂŶǇŽŶĞ�ǁ ĂŶƚ�ƚŽ�ŝŶǀ ĞƐƚ�ŝŶ�Ă�ŐƵĂƌĂŶƚĞĞĚ�ŝŶǀ ĞƐƚŵĞŶƚ�ĐĞƌƟĮ ĐĂƚĞ�;' /�Ϳ�ĂŶĚ�ŬŶŽǁ �ƚŚĞǇ�ǁ ŝůů�ůŽƐĞ�ŵŽŶĞǇ͍

As a fixed income manager in Germany with a choice of buying German, Greek or Italian bonds (GICs at the government level), you could make a 
ĐŽŵƉůĞƚĞůǇ�ƌĂƟŽŶĂů�ĚĞĐŝƐŝŽŶ�ƚŽ�ƉƌĞƐĞƌǀ Ğ�ǇŽƵƌ�ĐĂƉŝƚĂů�ďǇ�ďƵǇŝŶŐ�ŽŶůǇ�' ĞƌŵĂŶ�ďŽŶĚƐ͘ �dŚĞ�ƌĞĂƐŽŶƐ�ĂƌĞ�' ƌĞĞĐĞ�ŝƐ�ďĂŶŬƌƵƉƚ�ĂŶĚ�ŝŶ�Italy 1/5th of all bank
loans aren’t being paid interest by borrowers. �ĞƩ Ğƌ�ƚŽ�ůŽƐĞ�Ă�ůŝƩ ůĞ�ďŝƚ�ŽĨ�ŵŽŶĞǇ�ƌĂƚŚĞƌ�ƚŚĂŶ�ƉŽƚĞŶƟĂůůǇ�ůŽƐĞ�Ă�ůŽƚ͘ �̂ Ž ͕ �ƌŝŐŚƚ�ŶŽǁ ͕ �ƚŚĞƌĞ͛Ɛ�ŵŽƌĞ���
demand for German bonds than Greek or Italian bonds since the German economy is the strongest in Europe.

ϰ͘ ��ŽƵůĚ�ŶĞŐĂƟǀ Ğ�ŝŶƚĞƌĞƐƚ�ƌĂƚĞƐ�ĐŽŵĞ�ƚŽ��ĂŶĂĚĂ͍

They could …but at this point it’s unlikely. Right now 5-ǇĞĂƌ�ŐŽǀ ĞƌŶŵĞŶƚ�ŽĨ��ĂŶĂĚĂ�ďŽŶĚƐ�ĂƌĞ�ƉĂǇŝŶŐ�ƵŶĚĞƌ�ϭй ͘ �����ƉŽƐƐŝďůĞ�ƟƉƉŝŶŐ�ƉŽŝŶƚ�ǁ ŽƵůĚ�ďĞ�
ŝĨ�ĂŶŽƚŚĞƌ�ŐůŽďĂů�ƌĞĐĞƐƐŝŽŶ�ŽĐĐƵƌƐ͘ �, Žǁ Ğǀ Ğƌ͕�ůŽǁ ĞƌŝŶŐ�ƌĂƚĞƐ�ŝŶ��ĂŶĂĚĂ�ƚŽ�͚ƐƟŵƵůĂƚĞ͛�ŝƚƐ�ĞĐŽŶŽŵǇ�ǁ ŝůů�ĚŽ�ǀ ĞƌǇ�ůŝƩ ůĞ�ƚŽ�ŐĞƚ�ŵore companies and
individuals to borrow because overall there is dearth of new borrowers in Canada and the world. In other words, the global economy is fragile
ďĞĐĂƵƐĞ�ĞǆŝƐƟŶŐ�ďŽƌƌŽǁ ĞƌƐ�ŚĂǀ Ğ�ƚŽŽ�ŵƵĐŚ�ĚĞďƚ�ŶŽǁ �ŽŶ�Ă�ǁ ŽƌůĚǁ ŝĚĞ�ďĂƐŝƐ͖ �ƚŚĞƌĞ�ŝƐŶ͛ ƚ�ĞŶŽƵŐŚ�ĚĞŵĂŶĚ�ĨŽƌ�ŵŽƌĞ�ďŽƌƌŽǁ ŝŶŐ͘

ϱ͘ �, Žǁ �ĚŽ�ŶĞŐĂƟǀ Ğ�ŝŶƚĞƌĞƐƚ�ƌĂƚĞƐ�Ăī ĞĐƚ�ǇŽƵƌ�ŵŽŶĞǇ͍

Global fixed income markets are a massive interlinked system of IOU’s, 5-ϭϬ�ƟŵĞƐ�ůĂƌŐĞƌ�ƚŚĂŶ�ŐůŽďĂů�ƐƚŽĐŬ�ŵĂƌŬĞƚƐ͘ �D ŽŶĞǇ�ŝƐ�Ăůǁ ays looking for a
ŚŽŵĞ�ĨŽƌ�ŚŝŐŚĞƌ�ƌĂƚĞƐ͘ �̂ Ž ͕ �ƐŽŵĞ�' ĞƌŵĂŶ�ŵŽŶĞǇ�ƉĂǇŝŶŐ�ŶĞŐĂƟǀ Ğ�ŝŶƚĞƌĞƐƚ�ĐĂŶ�ĞŶĚ�ƵƉ��ĂŶĂĚĂ�ĂŶĚ�ĞĂƌŶ�ϯй �ŵŽƌĞ�ǁ ŝƚŚ�Ă�ĐůŝĐŬ�ŽĨ�Ă�ŵŽuse. If foreigners
buy more Canadian bonds, this increases demand and prices and pushes down interest rates. The exact opposite would occur if German rates
were higher than Canadian rates.

E ĞŐĂƟǀ Ğ�ĂŶĚ�ůŽǁ �ŝŶƚĞƌĞƐƚ�ƌĂƚĞƐ�ŚĂǀ Ğ�ŵĂĚĞ�ƐƚŽĐŬƐ�ƚŚĞ�ŽŶůǇ�ŐĂŵĞ�ŝŶ�ƚŽǁ Ŷ�ĨŽƌ�ŵĂŶǇ�ŝŶǀ ĞƐƚŽƌƐ. Demand for stocks is high as are their prices. At
some point, there will be more sellers than buyers for stocks and their prices will fall, more quickly than most think, just like in January. Selling
some GICs or bonds when this happens will allow you to buy stocks when there is less demand for them at lower prices.

^ŝŶĐĞ�ƐƵƉƉůǇ�ĂŶĚ�ĚĞŵĂŶĚ�ŽĨ�ŝŶƚĞƌĞƐƚ�ƌĂƚĞƐ�ĂƌĞ�ƐŽ�ŝŶƚĞƌĐŽŶŶĞĐƚĞĚ�ǁ ŝƚŚ�ǇŽƵƌ�ŵŽŶĞǇ͕�ĐĂůů�ŵĞ�ƚŽ�ĐŚĞĐŬ�ŝĨ�ǇŽƵƌ�ƉŽƌƞŽůŝŽ�ŝƐ�ĂůŝŐŶĞd with your lifestyle
going forward. Or, please send this on to a family member or friend concerned about the impact of very low interest rates on their lifestyle.

Mark Pearlstein | T. 416-733-5257 | F. 416-733-5250 | mark.pearlstein@rbc.com
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A summary of the key tax

measures that may have a

direct impact on you.

Federal Minister of Finance, Bill Morneau,
delivered the Liberal Government’s budget
on March 22, 2016. The budget focuses on
ŐƌŽǁ ŝŶŐ�ƚŚĞ�ĞĐŽŶŽŵǇ͕�ĐƌĞĂƟŶŐ�ũŽďƐ�ĂŶĚ�
strengthening the middle class.

Many of the budget ‘s tax measures are
ĂŝŵĞĚ�Ăƚ�ƟŐŚƚĞŶŝŶŐ�ƉĞƌĐĞŝǀ ĞĚ�ůŽŽƉŚŽůĞƐ�Žƌ�
ŝŶĞƋƵĂůŝƟĞƐ�ŝŶ�ǀ ĂƌŝŽƵƐ�ĂƐƉĞĐƚƐ�ŽĨ�ƚŚĞ�ƚĂǆ�
system. Several budget changes have been
proposed to prevent tax evasion and improve
tax compliance. The budget proposes to
provide the Canada Revenue Agency (CRA)
with significant financial support to improve 
its ability to collect outstanding tax debts.

Restoring the age of Eligibility for Old Age
Security (OAS)
The budget proposes to cancel the scheduled
increase of the age of eligibility for OAS,
guaranteed income supplement (GIS) and
allowance benefits.  In the 2012 budget, it 
ǁ ĂƐ�ĂŶŶŽƵŶĐĞĚ�ƚŚĂƚ�ƐƚĂƌƟŶŐ�ŝŶ��Ɖƌŝů�ϭ͕ �ϮϬϮϯ ͕ �
the age of eligibility for OAS and GIS would be
increased from age 65 to 67 and the age of
eligibility for allowance benefits from age 60                                

to 62. Other OAS changes announced in
2012, such as the ability to defer taking OAS
for an increased OAS benefit, have not been 
changed.

�ŽŶƐĞƋƵĞŶƟĂů��ŚĂŶŐĞƐ�ĚƵĞ�ƚŽ�ƚŚĞ�E Ğǁ �
Higher Personal Tax Rate
The budget proposes to make changes to
other tax rules that either use or are affected 
ďǇ�ƚŚĞ�ŝŶƚƌŽĚƵĐƟŽŶ�ŽĨ�ƚŚĞ�ƚŽƉ�ƉĞƌƐŽŶĂů�ƚĂǆ�
rate of 33%. The budget proposes to:

 WƌŽǀ ŝĚĞ�Ă�ϯϯй �ĐŚĂƌŝƚĂďůĞ�ĚŽŶĂƟŽŶ�ƚĂǆ�
ĐƌĞĚŝƚ�;ŽŶ�ĚŽŶĂƟŽŶƐ�ĂďŽǀ Ğ�ΨϮϬϬͿ�ƚŽ�
trusts that are subject to the 33% tax
rate on all of their taxable income;

 Apply the new 33% tax rate on excess
employee profit sharing plan 
ĐŽŶƚƌŝďƵƟŽŶƐ͖

 Increase the tax rate on personal
services business income earned by
ĐŽƌƉŽƌĂƟŽŶƐ�ĨƌŽŵ�Ϯϴй �ƚŽ�ϯϯй ͖ �ĂŶĚ

 Amend the recovery tax rule for
qualified disability trusts to refer to the 
33% tax rate.

These measures will apply to the 2016 and
ƐƵďƐĞƋƵĞŶƚ�ƚĂǆĂƟŽŶ�ǇĞĂƌƐ͘ ��dŚĞ�ŝŶĐƌĞĂƐĞ�ƚŽ�
ƚŚĞ�ĐŚĂƌŝƚĂďůĞ�ĚŽŶĂƟŽŶ�ƚĂǆ�ĐƌĞĚŝƚ�ǁ ŝůů�ďĞ�
ůŝŵŝƚĞĚ�ƚŽ�ĚŽŶĂƟŽŶƐ�ŵĂĚĞ�ĂŌĞƌ�ƚŚĞ�ϮϬϭϱ�
ƚĂǆĂƟŽŶ�ǇĞĂƌ͘��/Ŷ�ƚŚĞ�ĐĂƐĞ�ǁ ŚĞƌĞ�ƉĞƌƐŽŶĂů��
services business income earned by a

ĐŽƌƉŽƌĂƟŽŶ�ŝƐ�ĞĂƌŶĞĚ�ŝŶ�Ă�ƚĂǆĂƟŽŶ�ǇĞĂƌ�ƚŚĂƚ�
straddles 2015 and 2016, the rate increase
will be prorated.

The measure will also extend the proposed
ϯϯй �ĐŚĂƌŝƚĂďůĞ�ĚŽŶĂƟŽŶ�ƚĂǆ�ĐƌĞĚŝƚ�ŝŶ��ŝůů��-2
;ǁ ŚŝĐŚ�ĂƉƉůŝĞƐ�ƚŽ�ĚŽŶĂƟŽŶƐ�ŵĂĚĞ�ĂŌĞƌ�ϮϬϭϱͿ�
ƚŽ�ďĞ�Ăǀ ĂŝůĂďůĞ�ĨŽƌ�ĚŽŶĂƟŽŶƐ�ŵĂĚĞ�ďǇ�Ă�
ŐƌĂĚƵĂƚĞĚ�ƌĂƚĞ�ĞƐƚĂƚĞ�ĚƵƌŝŶŐ�Ă�ƚĂǆĂƟŽŶ�ǇĞĂƌ�
of the estate that straddles 2015 and 2016.

/ŶĐŽŵĞ�̂ Ɖůŝƫ ŶŐ��ƌĞĚŝƚ�;&ĂŵŝůǇ�dĂǆ��ƵƚͿ
A non-ƌĞĨƵŶĚĂďůĞ�ŝŶĐŽŵĞ�ƐƉůŝƫ ŶŐ�ƚĂǆ�ĐƌĞĚŝƚ�ŝƐ�
available to couples with at least one child
under 18 years of age. It was introduced to
allow a higher-income spouse or common-law
ƉĂƌƚŶĞƌ�ƚŽ�ŶŽƟŽŶĂůůǇ�ƚƌĂŶƐĨĞƌ�ƵƉ�ƚŽ�ΨϱϬ͕ϬϬϬ�
of taxable income to their spouse or common
-law partner to reduce the family’s total
income tax liability by up to $2,000. The
budget proposes to eliminate the Family Tax
�Ƶƚ�ĨŽƌ�ϮϬϭϲ�ĂŶĚ�ƐƵďƐĞƋƵĞŶƚ�ƚĂǆĂƟŽŶ�ǇĞĂƌƐ͘

Conclusion
WƌŝŽƌ�ƚŽ�ŝŵƉůĞŵĞŶƟŶŐ�ĂŶǇ�ƐƚƌĂƚĞŐŝĞƐ͕ �ĐůŝĞŶƚƐ�
should consult with a qualified tax advisor, 
legal professional or other applicable
professional.

Please connect with Sam Kim at
416-733-5246 or sam.kim@rbc.com for more
ŝŶĨŽƌŵĂƟŽŶ͘

dŚŝƐ�ŝŶĨŽƌŵĂƟŽŶ�ŝƐ�ŶŽƚ�ŝŶǀ ĞƐƚŵĞŶƚ�ĂĚǀ ŝĐĞ�ĂŶĚ�ƐŚŽƵůĚ�ďĞ�ƵƐĞĚ�ŽŶůǇ�ŝŶ�ĐŽŶũƵŶĐƟŽŶ�ǁ ŝƚŚ�Ă�ĚŝƐĐƵƐƐŝŽŶ�ǁ ŝƚŚ�ǇŽƵƌ�Z����ŽŵŝŶŝŽŶ�̂ ĞĐuriƟĞƐ�

/ŶĐ͘�/Ŷǀ ĞƐƚŵĞŶƚ��Ěǀ ŝƐŽƌ͘�dŚŝƐ�ǁ ŝůů�ĞŶƐƵƌĞ�ƚŚĂƚ�ǇŽƵƌ�Žǁ Ŷ�ĐŝƌĐƵŵƐƚĂŶĐĞƐ�ŚĂǀ Ğ�ďĞĞŶ�ĐŽŶƐŝĚĞƌĞĚ�ƉƌŽƉĞƌůǇ�ĂŶĚ�ƚŚĂƚ�ĂĐƟŽŶ�ŝƐ�ƚĂŬĞŶ�on the

ůĂƚĞƐƚ�Ăǀ ĂŝůĂďůĞ�ŝŶĨŽƌŵĂƟŽŶ͘ �dŚĞ�ŝŶĨŽƌŵĂƟŽŶ�ĐŽŶƚĂŝŶĞĚ�ŚĞƌĞŝŶ�ŚĂƐ�ďĞĞŶ�ŽďƚĂŝŶĞĚ�ĨƌŽŵ�ƐŽƵƌĐĞƐ�ďĞůŝĞǀ ĞĚ�ƚŽ�ďĞ�ƌĞůŝĂďůĞ�Ăƚ�ƚŚĞ�Ɵŵe ob-

ƚĂŝŶĞĚ�ďƵƚ�ŶĞŝƚŚĞƌ�Z����ŽŵŝŶŝŽŶ�̂ ĞĐƵƌŝƟĞƐ�/ŶĐ͘�ŶŽƌ�ŝƚƐ�ĞŵƉůŽǇĞĞƐ͕ �ĂŐĞŶƚƐ͕ �Žƌ�ŝŶĨŽƌŵĂƟŽŶ�ƐƵƉƉůŝĞƌƐ�ĐĂŶ�ŐƵĂƌĂŶƚĞĞ�ŝƚƐ�ĂĐĐƵƌĂĐy or com-

ƉůĞƚĞŶĞƐƐ͘ �dŚŝƐ�ƌĞƉŽƌƚ�ŝƐ�ŶŽƚ�ĂŶĚ�ƵŶĚĞƌ�ŶŽ�ĐŝƌĐƵŵƐƚĂŶĐĞƐ�ŝƐ�ƚŽ�ďĞ�ĐŽŶƐƚƌƵĞĚ�ĂƐ�ĂŶ�Žī Ğƌ�ƚŽ�ƐĞůů�Žƌ�ƚŚĞ�ƐŽůŝĐŝƚĂƟŽŶ�ŽĨ�ĂŶ�Žī er ƚŽ�ďƵǇ�ĂŶǇ�ƐĞĐƵƌŝƟĞƐ͘ �dŚŝƐ�ƌĞƉŽƌƚ�ŝƐ�ĨƵƌŶŝƐŚĞĚ�ŽŶ�ƚŚĞ�ďĂƐŝƐ�ĂŶĚ�ƵŶĚĞƌƐƚĂŶĚŝŶŐ�

ƚŚĂƚ�ŶĞŝƚŚĞƌ�Z����ŽŵŝŶŝŽŶ�̂ ĞĐƵƌŝƟĞƐ�/ŶĐ͘�ŶŽƌ�ŝƚƐ�ĞŵƉůŽǇĞĞƐ͕ �ĂŐĞŶƚƐ͕ �Žƌ�ŝŶĨŽƌŵĂƟŽŶ�ƐƵƉƉůŝĞƌƐ�ŝƐ�ƚŽ�ďĞ�ƵŶĚĞƌ�ĂŶǇ�ƌĞƐƉŽŶƐŝďŝůŝty or liability whatsoever in respect thereof. The inventories of RBC Domin-
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