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Market commentary
While virtually all major equity markets have worthwhile year-ahead potential
when viewed in isolation, a global equity portfolio can and should lean
against risk and toward opportunity. We recommend rebalancing portfolios
by moderately trimming U.S. equity exposure, especially in outsized positions,
and shifting those funds to continental Europe (ex-U.K.). This reflects our
upgrade of Europe to overweight and downgrade of the U.S. to market weight.

We continue to believe
the U.S. economy
is sturdy and the
long-term equity bull
market remains intact.

We continue to believe the U.S.
economy is sturdy and the secular
(long-term) equity bull market
remains intact. However, with other
major developed economies finally
gaining momentum, the attractive
opportunities in Europe should not
go unnoticed. We expect investors to
be rewarded by strong revenue and
earnings growth together with some
narrowing of the overly large valuation
gap between Europe and the U.S.

Fixed income
Steadier and improving global
economic trends are a signal that
the period of peak monetary policy
stimulus could soon be behind
us. We foresee a long, unwinding
process during which government
and corporate bond yields gradually
increase on a global basis as the
Federal Reserve slowly hikes interest
rates and other major central banks
ease off the gas.
Nevertheless, even if yields drift
somewhat higher, they will likely
remain stubbornly low compared to
previous periods when central banks
shifted away from loose monetary
policies. Additionally, we see tight
credit spreads persisting, which, in

our opinion, makes it important for
investors to take a “quality is king”
approach. We believe corporate credit
still offers selective yield opportunities,
but with stretched valuations, now
is the time to evaluate fixed income
positions and upgrade the quality of
portfolio holdings.
To learn more, please ask us
for the latest issue of Global Insight.
RBC Wealth Management
Global Portfolio Advisory Group
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Why you need more than
just a Will to achieve a
lasting legacy
Passing on wealth to loved ones is an important goal for many people. While
your Will defines who will inherit what, it’s just a start. A comprehensive
wealth transfer plan can help ensure that your assets are distributed as
intended, pass quickly to your loved ones, and retain more of their value by
minimizing taxes and costs.
Prepare your beneficiaries
The greatest risk to your legacy
may be failing to prepare your
beneficiaries for their inheritances.
“Shirtsleeves to shirtsleeves in
three generations” is a proverb that
essentially means it takes three
generations for wealth to be gained
and lost.

Distribute your estate as you
intend
Distributing wealth can be more
complex than simply allocating the
right percentage of assets to each
beneficiary. For example, one child
may wish to own the family home, so
it may seem straightforward to pass
other assets of equal value to your
other child. However, the tax treatment
or disposition costs of different
assets can vary greatly and result in
unequal distribution and potential
family conflict. Understanding
your beneficiaries’ plans for their
inheritance and proper tax planning
can be very important, especially if
your entire estate isn’t liquidated.

Minimize taxes and delays
A plan to minimize taxes and avoid
delays on the transfer of assets,
investments or insurance policies
should be set in motion during your
lifetime to help protect the legacy

you’ve built. Tax planning, insurance
solutions and gifting assets can all
help with wealth transfer efficiency.

Address complex family
structures
The challenges for diverse family
structures, such as couples with
children from previous relationships,
can be even greater when it comes
to distributing assets. Making
specific provisions for children who
might otherwise be left without the
inheritance you intended to give
them can help avoid future family
conflict and legal battles.

Pass on assets discretely
Many people prefer to keep
their wealth a family matter. A
comprehensive transfer plan can
help ensure certain assets bypass
the public reading of your Will and
probate process (which can also help
reduce costs).

As a benefactor, you have an
important role in preparing your
beneficiaries to receive their
inheritances. Consider talking to
them about the challenges you
overcame to build wealth, or even
how you would like them to manage
their inheritance. You might consider
passing on assets while you are alive
to allow your heirs to benefit from
hands-on guidance.
Your trusted financial, tax and legal
advisors may also be able to provide
guidance that might be difficult for
you to convey (possibly because
your younger family members don’t
always listen to or heed the advice
of their family elders). What’s more,
introducing your heirs to your
advisors in advance can help when
they receive their inheritances – they
won’t have to scramble to find their
own advisors during a difficult,
emotional time.
To learn more about protecting your
legacy for the next generation, please
contact us today.
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History lessons
What investors can learn from
Canada’s 150th birthday
True, 150 years may be a little longer than any
individual investor’s timeline. But the long-term trends
our country has seen since Confederation in 1867
provide almost endless lessons for investors today.

Gross domestic
product (GDP)
1867: $280 million
2017: $2.11 trillion

Inflation

The Canadian dollar

1867: $1
2017: $23

1867: 0.25 British pounds
2017: 0.59 British pounds

Take a long-term view

Protect against inflation

Manage currency risk

In 1867, our population was about
3.6 million and our annual GDP was
about $280 million. One hundred and
fifty years later, our population has
grown at a steady rate of 1.5% to 36
million and annual economic growth
has averaged just under 4%. While
these may seem like modest growth
numbers, the result is an economy
with a GDP that is over 7,000 times
the size it was in 1867.

You might recall spending a quarter at
the corner store, and your parents a
nickel, but what about your great-great
grandparents? One hundred and fifty
years of inflation paints an interesting
picture of Canada’s economy.

In 1867, the Canadian dollar was
pegged at $4 per British poundsterling, while the down-trodden,
post-Civil War U.S. dollar floated at
$6.75 per pound. A century and a
half later, relative to the pound, the
Canadian dollar has more or less
doubled in value, while the U.S. dollar
is worth almost five times more.

While there were economic and
market ups and downs over the last
150 years, and unfortunately you
couldn’t buy a share in “Canada” in
1867, the power of steady growth
and a long-term view has served
Canadian investors well.
Consider that the Canadian stock
market, the S&P/TSX, reached 568
in 1956 (when they started keeping
track). Sixty-one years later, it’s over
15,000. The market capitalization was
$2.5 billion in 1956 – and today it’s
over $2.8 trillion.

From 1867-1887, deflation ruled
and prices actually dropped by 20%.
From 1910-1920, prices increased
by an astounding 160%. By 1932,
the midst of the Great Depression,
deflation had struck again and
prices sat a mere 8% higher than at
Confederation, 65 years earlier.
Through 150 years, Canada’s inflation
has averaged a modest 2.1% – just
above the Bank of Canada’s current
target of 2%. Prices have increased
about 23-fold and $2.00 today is
equivalent to about 8.5 cents in 1867,
illustrating how even modest inflation
can erode purchasing power and the
need to protect your portfolio from its
effects, especially considering today’s
ultra-low interest rates.

Over time, currencies often swing up
and down through long-term cycles,
and arrive back at long-term averages.
But the long-term appreciation of the
U.S. dollar illustrates that currency
values can also trend in one direction,
pointing to the need to manage the
risks of foreign currency exposure in
a portfolio.

Notes: Inflation data source: Statscan, Wholesaler General
Price Index from 1867-1945, Consumer Price Index from
1945-2017. Currency data source: Statscan, U.K. Telegraph.
Population, GDP, stock market data source: Statscan,
Fraser Institute.
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Five common signs of
financial elder abuse
Financial abuse of seniors is one of the darker realities of aging. It’s a crime
that’s often not seen by the victim, and sadly often perpetrated by family
members, close acquaintances or other people in a position of trust.
4. Unexplained changes to a Will
or power of attorney
Financial power of attorney allows a
designated person to act on behalf of
the client in legal and financial affairs.
It’s a very significant designation and
any changes to it, particularly when
the transfer is not to a family member
or a long-standing friend, could be a
red flag.

5. Sudden new companion
It’s important for seniors, as well
as their close friends and family
members, to be aware of the warning
signs of abuse and what they can do
to prevent it.
The following looks at five common
signs of financial elder abuse:

1. Missing valuables
It may be easy to assume misplaced
jewelry or cash is just the result of an
aging mind, but experts say this is one
of the most common signs of possible
abuse. Often, seniors will notice this
themselves, and may mention it to a
family member or advisor.

2. Unusual banking activity
Banking activities tend to follow
normal patterns, and so a sudden
change can be a red flag. Unfamiliar
bill payments through an account,
requests to make payments on
someone else’s credit card, or even a
sudden increase in withdrawals could
all hint at something.

3. Unexplained property transfers
Transferring property or bank
account ownership should be seen
as a major red flag. An elderly person
could be convinced to sign over the
title to their house or perhaps to
make it joint with someone, meaning
that someone would assume full
ownership on the person’s death.

A challenge in spotting abuse is that
it often occurs in a grey area – such
as the appearance of a new friend or
romantic interest and whether the
relationship is legitimate. In cases
such as these, it can be helpful to
watch closely for the other red flags
discussed and whether they appeared
along with the new relationship.
For more information about financial
elder abuse, please visit
www.canada.ca/en/employmentsocial-development/corporate/
seniors/forum/financial-abuse.html
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