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The holiday season is behind us and
our New Year’s resolutions, if any,
should now be firmly in place. Here’s
hoping that you succeed with whatever
plans or objectives you have set for
2013!

Experience shows, however, that
resolutions are not easy to keep. The
reason? Our natural tendency is to
procrastinate: to maintain our current
habits and refrain from making
sweeping changes to our activities.

This tendency goes beyond any
aspirations to lose weight, to get more
exercise or to stop smoking. Indeed, it
may apply to investing as well.

The new year has started with
continuing global economic concerns.
At the time of writing, although the
Canadian economy has remained
relatively resilient and we have seen
improvements in the U.S. labour and
housing markets, ongoing questions
still remain.

Will the progress made in solving
Europe’s ongoing financial troubles
continue? Has China’s slowing
performance stabilized? Has the
looming federal debt situation in the
U.S. been resolved?

All this may be enough to drive
procrastination when it comes to
participating in markets. Investors

would do well to remember, however,
that times of uncertainty are precisely
when change begins to take place and
bull markets can begin to form. One of
the biggest risks in investing is often
not the threat of a falling market, but
missed opportunities in a rising market.
That’s why regular market participation
is important.

For other investors, procrastination
may take the form of simply ignoring
the value of time. The impact of
contributions to a Registered
Retirement Savings Plan (RRSP) or Tax-
Free Savings Account (TFSA) can be
substantial over the years. Even small
amounts regularly contributed can
make a huge difference. And by starting
early, the magic of compounding can
have significant effects.

Comedic actor Will Rogers aptly
said: “Even if you are on the right track,
you will get run over if you just sit
there”. When it comes to your
investments, sitting on the sidelines has
never been the most effective way to
build wealth.

Instead, let us help as you resolve to
participate, not procrastinate!
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The economic news around the 
world continues to have a positive tone. 
Gross domestic product (GDP) figures 
from Europe indicate that the Eurozone 
region has emerged from recession and 
the U.S. has had improving GDP and 
unemployment rates. Many of these 
economic improvements have been 
reflected in the performance of several 
international markets. But here at home, 
the Canadian market continues its slow 
crawl largely due to challenges in the 
resource sector. 

Although nobody can predict when 
the next upturn will occur, history has 
shown us that it is likely only a matter of 
time before domestic markets will begin 
to climb. After all, markets are cyclical by 
nature. Rather than focusing on the short 
term, a look at the bigger picture may 
help to put things in perspective.

A recent study uses the iconic Big 
Mac hamburger to compare the time 
it takes a worker to afford a Big Mac 
in different countries, using the local 
minimum wage rate relative to the cost of 
a hamburger in each country.

The highest ranking country is 
Australia, where it takes only 18 minutes 
to ‘earn’ a Big Mac. Canada also ranks near 
the top of the list, where it takes a worker 
only about 30 minutes. Contrast this with 
Russia, where it takes almost 2.6 hours, 
or Sierra Leone in Africa, where it takes a 

shocking 136 hours!
Canada’s standard of living remains 

one of the highest in the world. Our 
nation is consistently envied by our 
world peers. In fact, in the Economist 
Intelligence Unit’s recent ranking of the 
world’s 10 best cities in which to live, 
three Canadian cities — Vancouver, 
Toronto and Calgary — ranked in the top 
five. 

Canada also allows us the opportunity 
to grow our wealth in a free-market 
environment. As Canadians, we continue 
to increase our personal wealth and are 
more financially secure, even compared to 
just 10 years ago (although debt concerns 
continue to persist) and also compared to 
our neighbours to the south. 

As we have seen in the past, a 
lift in the markets can happen at any 
time. In the meantime, as we enjoy the 
Thanksgiving season, let’s give thanks 
for the many great things about Canada 
— good reminders to help maintain 
perspective.

    Autumn 2013

Maintaining Your Perspective

Inside ...
• Donations & Reducing Taxes 
• Income Splitting: Family Trusts
• Equity Markets During Rising Rates
• Fixed Income & the Interest Rate Cycle

The economic news around the 
world continues to have a positive tone. 
Gross domestic product (GDP) figures 
from Europe indicate that the Eurozone 
region has emerged from recession and 
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resource sector. 

Although nobody can predict when 
the next upturn will occur, history has 
shown us that it is likely only a matter of 
time before domestic markets will begin 
to climb. After all, markets are cyclical by 
nature. Rather than focusing on the short 
term, a look at the bigger picture may 
help to put things in perspective.
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The holiday season is behind us and
our New Year’s resolutions, if any,
should now be firmly in place. Here’s
hoping that you succeed with whatever
plans or objectives you have set for
2013!

Experience shows, however, that
resolutions are not easy to keep. The
reason? Our natural tendency is to
procrastinate: to maintain our current
habits and refrain from making
sweeping changes to our activities.

This tendency goes beyond any
aspirations to lose weight, to get more
exercise or to stop smoking. Indeed, it
may apply to investing as well.

The new year has started with
continuing global economic concerns.
At the time of writing, although the
Canadian economy has remained
relatively resilient and we have seen
improvements in the U.S. labour and
housing markets, ongoing questions
still remain.

Will the progress made in solving
Europe’s ongoing financial troubles
continue? Has China’s slowing
performance stabilized? Has the
looming federal debt situation in the
U.S. been resolved?

All this may be enough to drive
procrastination when it comes to
participating in markets. Investors

would do well to remember, however,
that times of uncertainty are precisely
when change begins to take place and
bull markets can begin to form. One of
the biggest risks in investing is often
not the threat of a falling market, but
missed opportunities in a rising market.
That’s why regular market participation
is important.

For other investors, procrastination
may take the form of simply ignoring
the value of time. The impact of
contributions to a Registered
Retirement Savings Plan (RRSP) or Tax-
Free Savings Account (TFSA) can be
substantial over the years. Even small
amounts regularly contributed can
make a huge difference. And by starting
early, the magic of compounding can
have significant effects.

Comedic actor Will Rogers aptly
said: “Even if you are on the right track,
you will get run over if you just sit
there”. When it comes to your
investments, sitting on the sidelines has
never been the most effective way to
build wealth.

Instead, let us help as you resolve to
participate, not procrastinate!
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As the year progresses and the global
economic situation shows signs of
continuing improvement, there are also
signs of renewing confidence in the
financial markets. In the first quarter of
the year, the Dow Jones Industrial Average
surpassed the record high closing level of
14,164.53 points set back in October
2007. The S&P/TSX Composite Index has
recovered to the level it reached prior to
the collapse of Lehman Brothers that
precipitated the financial crisis in
September 2008. However, it still remains
well below the all-time highs reached
before the crisis as the resources sector has
been particularly slow to recover.

Will the markets continue their
upward trajectory?

What lies ahead can never easily be
predicted, regardless of what the indicators
may be telling us.

Consider the performance of the
markets last year. Despite Canada's
relatively stable economic situation, as
arguably the strongest of the G8 countries
and the envy of many international peers,
the S&P/TSX Composite Index
experienced significant declines in the
middle of the year, improving in the third
quarter but posting only a 4.0 percent
gain over the year.

Contrasting this, the ongoing
economic struggles in the U.S. dominated
last year's headlines but didn't seem to
affect U.S. markets in much of an adverse

way. Instead, the S&P 500 Index showed
notable advancement throughout most of
last year and finished with an impressive
13.4 percent gain.

This goes to show how difficult it is to
predict the future performance of the
markets by extrapolation. As investors,
allowing for the unpredictable can be one
of the keys to investment success. This
includes maintaining flexibility in your
investment strategy. As times change, you
may need to adapt your investment
approach, by embracing new opportunities
or making changes to current holdings.
Equally important is investing according
to the individual investment plan that has
been designed with your personal goals
and needs in mind, not by what the
headlines may be saying.

Embrace the good times in the
markets and let's hope that they continue.
But have confidence knowing that with
the proper investment plan in place, you
are better prepared to navigate whatever
the future brings.

www.walkerwealthmanagement.com

Estate Planning and Taxes
Leaving Less to the Tax Collector

As the old adage goes, “nothing
is certain but death and taxes”. So it
is surprising that many of us are
reluctant to address the issues that
surround death, especially as they
relate to taxes. There are a number of
strategies that may minimize the
amount of your hard-earned wealth
that will be left to the tax collector.

Unlike the U.S., Canada does not
have an estate tax. Rather, in Canada
you are deemed to have sold all of your
assets at death and your estate is
subject to tax on any accrued gains. For
many estates, the greatest tax exposure
arises from investments sitting in a
registered account such as a Registered
Retirement Savings Plan (RRSP) or a
Registered Retirement Income Fund
(RRIF), capital gains on other
investments, and assets such as
vacation properties that have
appreciated in value over time.

Here are some ways to minimize
the tax when it comes to your estate:
• Defer Taxes — In extreme cases,

the tax liability associated with
appreciated assets can be so
significant that estates have to
liquidate assets, such as businesses or
cottages, to cover the tax expense. In
such situations and in many less
extreme cases, it makes sense to defer
taxes. With a spousal rollover, as one
example, assets may be transferred
upon your death to your surviving
spouse, or a spousal trust, on a tax-
deferred basis with the associated
tax liabilities being deferred until
your spouse dies or the asset(s) are
sold.

• Use Exemptions — Exemptions
within the tax rules can offer
significant savings. If you own more
than one property, proper planning
and use of the principal residence
exemption may provide an
opportunity to reduce the total tax

liability on these properties. If you
are a business owner, the lifetime
capital gains exemption (CGE) may
be effectively applied by the estate.
We discuss the CGE in further detail
in this newsletter.

• Minimize Foreign Estate
Taxes — This may be necessary if
you own assets outside of Canada or
if any of your beneficiaries reside in a
country which has an estate tax. For
many Canadians it is common to
own U.S. assets. Under U.S. tax law,
U.S. “situs” assets, which include
U.S. real estate and shares in U.S.
corporations, may be subject to the
U.S. estate tax. There are a variety of
ways to minimize a potential U.S.
estate tax bill, including disposing of
U.S. situs assets prior to death or
using a Canadian holding company,
trust or partnership to own the U.S.
situs assets.

• Freeze Taxes — If you own a
business, you may wish to freeze your
tax liability at death based on today’s
value of the business and transfer any
future growth (and the related tax
liability) to another party, such as
your adult child. By using an estate
freeze, you can continue to control
the business and you can lock in your
future tax obligations, while the
other party benefits from any
increases in the value of the business
(but is also liable for the future taxes
on the growth) after the date of the
estate freeze.

• Plan on Giving — Leaving a
legacy through a charitable donation
can have a lasting impact while
potentially offsetting 100 percent of
net income in the year of death and
the year preceding death, if
structured properly.

When it comes to your estate,
various tax planning techniques can

have a significant impact on the assets
that you leave behind. Seeking advice
from a professional can help to ensure
that your plan has been structured
properly and most effectively, in order
to keep your estate’s taxes to a
minimum so that more of your assets
can be passed on to your heirs.

Dying "intestate", or without a
will, may result in the province
distributing your assets according
to preset rules that may not align
with your wishes. Administrative
delays may also result from the
absence of a will.

Despite these and other issues,
many people continue to die
without a valid will. Here are some
very prominent individuals who
have died without a will:
• Abraham Lincoln (assassinated in

1865) — The first U.S. President
to die intestate. Ironically,
Lincoln was a lawyer.

• Jimi Hendrix (died in 1970) —
The battle over his estate took
over 30 years to settle. The
estates of artists like Hendrix
often face the added complexity
of having incoming streams of
revenue after death.

• Pablo Picasso (died in 1973) — It
was estimated that Picasso's
estate cost $30 million and took
almost six years to settle.

• Bob Marley (died 1981) —
Despite knowing that he had
terminal cancer for almost a year,
Marley failed to write a will for
his estimated $30 million estate.

Dying Without a
Will?
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Summer is synonymous with 
vacation. When it comes to your 
investments, taking a vacation — that is, 
from the headlines — may be one way to 
improve your investing behaviour.

Technology has created new forms 
of media that have improved our 
connectivity, but at the same time have 
also amplified the ‘noise’. News travels 
more quickly and reaches more people 
than ever before. Seemingly, it has also 
increased the potential for people to 
overreact. 

Temporary “market mayhem” 
resulted in April when a hacked Twitter 
account of the Associated Press (AP) 
deceptively reported that U.S. President 
Obama had been injured in an explosion 
at the White House. This sent the Dow 
Jones Industrial Average (DJIA) into 
a 150-point tailspin within seconds, 
following strong gains earlier in the day. 

After it was revealed that the AP 
account had been compromised, the 
recovery of the DJIA showed that the 
market is also very efficient in correcting 
mistakes like these. Although high-
frequency trading algorithms played a 
role, the event demonstrated how quickly 
information spreads and how hastily 
financial markets can react.

This is a good reminder that it may 
be better to step back from what the 
headlines are saying. It is not uncommon 
for the media to target our emotions and 

it is all too easy to react to short-term 
hype that could be either negative or 
positive. 

Another problem with following the 
headlines too closely is that the markets 
sometimes may not react the way you 
would expect. Throughout the history 
of the stock markets, prices have often 
moved up or down when the prevailing 
sentiment suggests otherwise. We have 
seen this more recently with the record-
setting performance of the U.S. markets 
despite the nation’s continuing economic 
struggles and well before any signs of 
sustained economic growth. 

Headlines aside, it is investing for 
the longer-term that will help to provide 
the growth and resulting returns to 
investors. Remember the objectives set 
out in your personal financial plan as they 
have been put in place to be your guide. 
Make sure to keep them working for you, 
so that you can take a vacation from the 
headlines.

    Autumn 2015

A Matter of Time...
The summer of 2015 was one of 
considerable discontent for Canadian 
markets. Canada’s economy continued 
to be challenged by persistently low oil 
and commodity prices. Many corporate 
earnings were affected by the slower-growth 
environment, including the manufacturing 
sector, which didn’t experience the expected 
uplift from a lower Canadian dollar. 

As a result, the Bank of Canada expressed 
its concern by again lowering its key interest 
rate in July and fuelling concerns that the 
Canadian economy was edging towards a 
recession. Adding to the volatility was the 
reaction to international events, including 
China’s currency devaluation and slower 
growth concerns, which pushed the markets 
into correction territory at the end of August. 

During these more challenging times, it may 
be difficult to keep perspective. But periods 
of volatility should be expected in any market. 
Canadian and U.S. equity markets have 
experienced significant bull runs that have 
lasted for well over six years, so a correction 
in response to a period of slower growth 
should not come as a surprise to investors. 

For longer-term investors, patience during 
volatile times can be an asset. History has 
shown us that the impact of short-term 

downward volatility significantly reduces 
with time. 

Consider the S&P/TSX Composite Index. Since 
1956, there have been 16 annual periods with 
negative total returns. As the holding period 
increases, the number of negative returns 
decreases. For a three-year holding period, 
the number of negative periods reduces to 
eight. And, there has never been a 5-, 10- 
or 20-year holding period with a negative 
total return. This demonstrates how volatility 
smooths out over the longer term. With a 
commitment to a longer holding period, these 
temporary events may have little impact on 
overall returns over time.*

In times of downward volatility, there may 
be pressure to follow the current market 
sentiment and sell at depressed prices. 
Instead, see opportunity during times of 
discontent. These periods may provide a 
short-term window in which to purchase 
good investments at lower prices. History has 
also shown that shares of quality firms can 
recover quickly in similar situations. Market 
uncertainty will always be with us, but it’s 
only a matter of time before the pendulum 
swings back again. 
*Source: S&P/TSX Total Return Index, 01/01/1956 to 
12/31/2014. Returns are based on year-end close for the 
holding period specified.
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The holiday season is behind us and
our New Year’s resolutions, if any,
should now be firmly in place. Here’s
hoping that you succeed with whatever
plans or objectives you have set for
2013!

Experience shows, however, that
resolutions are not easy to keep. The
reason? Our natural tendency is to
procrastinate: to maintain our current
habits and refrain from making
sweeping changes to our activities.

This tendency goes beyond any
aspirations to lose weight, to get more
exercise or to stop smoking. Indeed, it
may apply to investing as well.

The new year has started with
continuing global economic concerns.
At the time of writing, although the
Canadian economy has remained
relatively resilient and we have seen
improvements in the U.S. labour and
housing markets, ongoing questions
still remain.

Will the progress made in solving
Europe’s ongoing financial troubles
continue? Has China’s slowing
performance stabilized? Has the
looming federal debt situation in the
U.S. been resolved?

All this may be enough to drive
procrastination when it comes to
participating in markets. Investors

would do well to remember, however,
that times of uncertainty are precisely
when change begins to take place and
bull markets can begin to form. One of
the biggest risks in investing is often
not the threat of a falling market, but
missed opportunities in a rising market.
That’s why regular market participation
is important.

For other investors, procrastination
may take the form of simply ignoring
the value of time. The impact of
contributions to a Registered
Retirement Savings Plan (RRSP) or Tax-
Free Savings Account (TFSA) can be
substantial over the years. Even small
amounts regularly contributed can
make a huge difference. And by starting
early, the magic of compounding can
have significant effects.

Comedic actor Will Rogers aptly
said: “Even if you are on the right track,
you will get run over if you just sit
there”. When it comes to your
investments, sitting on the sidelines has
never been the most effective way to
build wealth.

Instead, let us help as you resolve to
participate, not procrastinate!

Professional Wealth Management Since 1901

    Autumn 2013

Maintaining Your Perspective

Inside ...
• Donations & Reducing Taxes 
• Income Splitting: Family Trusts
• Equity Markets During Rising Rates
• Fixed Income & the Interest Rate Cycle

The economic news around the 
world continues to have a positive tone. 
Gross domestic product (GDP) figures 
from Europe indicate that the Eurozone 
region has emerged from recession and 
the U.S. has had improving GDP and 
unemployment rates. Many of these 
economic improvements have been 
reflected in the performance of several 
international markets. But here at home, 
the Canadian market continues its slow 
crawl largely due to challenges in the 
resource sector. 

Although nobody can predict when 
the next upturn will occur, history has 
shown us that it is likely only a matter of 
time before domestic markets will begin 
to climb. After all, markets are cyclical by 
nature. Rather than focusing on the short 
term, a look at the bigger picture may 
help to put things in perspective.

A recent study uses the iconic Big 
Mac hamburger to compare the time 
it takes a worker to afford a Big Mac 
in different countries, using the local 
minimum wage rate relative to the cost of 
a hamburger in each country.

The highest ranking country is 
Australia, where it takes only 18 minutes 
to ‘earn’ a Big Mac. Canada also ranks near 
the top of the list, where it takes a worker 
only about 30 minutes. Contrast this with 
Russia, where it takes almost 2.6 hours, 
or Sierra Leone in Africa, where it takes a 

shocking 136 hours!
Canada’s standard of living remains 

one of the highest in the world. Our 
nation is consistently envied by our 
world peers. In fact, in the Economist 
Intelligence Unit’s recent ranking of the 
world’s 10 best cities in which to live, 
three Canadian cities — Vancouver, 
Toronto and Calgary — ranked in the top 
five. 

Canada also allows us the opportunity 
to grow our wealth in a free-market 
environment. As Canadians, we continue 
to increase our personal wealth and are 
more financially secure, even compared to 
just 10 years ago (although debt concerns 
continue to persist) and also compared to 
our neighbours to the south. 

As we have seen in the past, a 
lift in the markets can happen at any 
time. In the meantime, as we enjoy the 
Thanksgiving season, let’s give thanks 
for the many great things about Canada 
— good reminders to help maintain 
perspective.
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The economic news around the 
world continues to have a positive tone. 
Gross domestic product (GDP) figures 
from Europe indicate that the Eurozone 
region has emerged from recession and 
the U.S. has had improving GDP and 
unemployment rates. Many of these 
economic improvements have been 
reflected in the performance of several 
international markets. But here at home, 
the Canadian market continues its slow 
crawl largely due to challenges in the 
resource sector. 

Although nobody can predict when 
the next upturn will occur, history has 
shown us that it is likely only a matter of 
time before domestic markets will begin 
to climb. After all, markets are cyclical by 
nature. Rather than focusing on the short 
term, a look at the bigger picture may 
help to put things in perspective.

A recent study uses the iconic Big 
Mac hamburger to compare the time 
it takes a worker to afford a Big Mac 
in different countries, using the local 
minimum wage rate relative to the cost of 
a hamburger in each country.

The highest ranking country is 
Australia, where it takes only 18 minutes 
to ‘earn’ a Big Mac. Canada also ranks near 
the top of the list, where it takes a worker 
only about 30 minutes. Contrast this with 
Russia, where it takes almost 2.6 hours, 
or Sierra Leone in Africa, where it takes a 

shocking 136 hours!
Canada’s standard of living remains 

one of the highest in the world. Our 
nation is consistently envied by our 
world peers. In fact, in the Economist 
Intelligence Unit’s recent ranking of the 
world’s 10 best cities in which to live, 
three Canadian cities — Vancouver, 
Toronto and Calgary — ranked in the top 
five. 

Canada also allows us the opportunity 
to grow our wealth in a free-market 
environment. As Canadians, we continue 
to increase our personal wealth and are 
more financially secure, even compared to 
just 10 years ago (although debt concerns 
continue to persist) and also compared to 
our neighbours to the south. 

As we have seen in the past, a 
lift in the markets can happen at any 
time. In the meantime, as we enjoy the 
Thanksgiving season, let’s give thanks 
for the many great things about Canada 
— good reminders to help maintain 
perspective.
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The holiday season is behind us and
our New Year’s resolutions, if any,
should now be firmly in place. Here’s
hoping that you succeed with whatever
plans or objectives you have set for
2013!

Experience shows, however, that
resolutions are not easy to keep. The
reason? Our natural tendency is to
procrastinate: to maintain our current
habits and refrain from making
sweeping changes to our activities.

This tendency goes beyond any
aspirations to lose weight, to get more
exercise or to stop smoking. Indeed, it
may apply to investing as well.

The new year has started with
continuing global economic concerns.
At the time of writing, although the
Canadian economy has remained
relatively resilient and we have seen
improvements in the U.S. labour and
housing markets, ongoing questions
still remain.

Will the progress made in solving
Europe’s ongoing financial troubles
continue? Has China’s slowing
performance stabilized? Has the
looming federal debt situation in the
U.S. been resolved?

All this may be enough to drive
procrastination when it comes to
participating in markets. Investors

would do well to remember, however,
that times of uncertainty are precisely
when change begins to take place and
bull markets can begin to form. One of
the biggest risks in investing is often
not the threat of a falling market, but
missed opportunities in a rising market.
That’s why regular market participation
is important.

For other investors, procrastination
may take the form of simply ignoring
the value of time. The impact of
contributions to a Registered
Retirement Savings Plan (RRSP) or Tax-
Free Savings Account (TFSA) can be
substantial over the years. Even small
amounts regularly contributed can
make a huge difference. And by starting
early, the magic of compounding can
have significant effects.

Comedic actor Will Rogers aptly
said: “Even if you are on the right track,
you will get run over if you just sit
there”. When it comes to your
investments, sitting on the sidelines has
never been the most effective way to
build wealth.

Instead, let us help as you resolve to
participate, not procrastinate!
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As the year progresses and the global
economic situation shows signs of
continuing improvement, there are also
signs of renewing confidence in the
financial markets. In the first quarter of
the year, the Dow Jones Industrial Average
surpassed the record high closing level of
14,164.53 points set back in October
2007. The S&P/TSX Composite Index has
recovered to the level it reached prior to
the collapse of Lehman Brothers that
precipitated the financial crisis in
September 2008. However, it still remains
well below the all-time highs reached
before the crisis as the resources sector has
been particularly slow to recover.

Will the markets continue their
upward trajectory?

What lies ahead can never easily be
predicted, regardless of what the indicators
may be telling us.

Consider the performance of the
markets last year. Despite Canada's
relatively stable economic situation, as
arguably the strongest of the G8 countries
and the envy of many international peers,
the S&P/TSX Composite Index
experienced significant declines in the
middle of the year, improving in the third
quarter but posting only a 4.0 percent
gain over the year.

Contrasting this, the ongoing
economic struggles in the U.S. dominated
last year's headlines but didn't seem to
affect U.S. markets in much of an adverse

way. Instead, the S&P 500 Index showed
notable advancement throughout most of
last year and finished with an impressive
13.4 percent gain.

This goes to show how difficult it is to
predict the future performance of the
markets by extrapolation. As investors,
allowing for the unpredictable can be one
of the keys to investment success. This
includes maintaining flexibility in your
investment strategy. As times change, you
may need to adapt your investment
approach, by embracing new opportunities
or making changes to current holdings.
Equally important is investing according
to the individual investment plan that has
been designed with your personal goals
and needs in mind, not by what the
headlines may be saying.

Embrace the good times in the
markets and let's hope that they continue.
But have confidence knowing that with
the proper investment plan in place, you
are better prepared to navigate whatever
the future brings.

www.walkerwealthmanagement.com

Estate Planning and Taxes
Leaving Less to the Tax Collector

As the old adage goes, “nothing
is certain but death and taxes”. So it
is surprising that many of us are
reluctant to address the issues that
surround death, especially as they
relate to taxes. There are a number of
strategies that may minimize the
amount of your hard-earned wealth
that will be left to the tax collector.

Unlike the U.S., Canada does not
have an estate tax. Rather, in Canada
you are deemed to have sold all of your
assets at death and your estate is
subject to tax on any accrued gains. For
many estates, the greatest tax exposure
arises from investments sitting in a
registered account such as a Registered
Retirement Savings Plan (RRSP) or a
Registered Retirement Income Fund
(RRIF), capital gains on other
investments, and assets such as
vacation properties that have
appreciated in value over time.

Here are some ways to minimize
the tax when it comes to your estate:
• Defer Taxes — In extreme cases,

the tax liability associated with
appreciated assets can be so
significant that estates have to
liquidate assets, such as businesses or
cottages, to cover the tax expense. In
such situations and in many less
extreme cases, it makes sense to defer
taxes. With a spousal rollover, as one
example, assets may be transferred
upon your death to your surviving
spouse, or a spousal trust, on a tax-
deferred basis with the associated
tax liabilities being deferred until
your spouse dies or the asset(s) are
sold.

• Use Exemptions — Exemptions
within the tax rules can offer
significant savings. If you own more
than one property, proper planning
and use of the principal residence
exemption may provide an
opportunity to reduce the total tax

liability on these properties. If you
are a business owner, the lifetime
capital gains exemption (CGE) may
be effectively applied by the estate.
We discuss the CGE in further detail
in this newsletter.

• Minimize Foreign Estate
Taxes — This may be necessary if
you own assets outside of Canada or
if any of your beneficiaries reside in a
country which has an estate tax. For
many Canadians it is common to
own U.S. assets. Under U.S. tax law,
U.S. “situs” assets, which include
U.S. real estate and shares in U.S.
corporations, may be subject to the
U.S. estate tax. There are a variety of
ways to minimize a potential U.S.
estate tax bill, including disposing of
U.S. situs assets prior to death or
using a Canadian holding company,
trust or partnership to own the U.S.
situs assets.

• Freeze Taxes — If you own a
business, you may wish to freeze your
tax liability at death based on today’s
value of the business and transfer any
future growth (and the related tax
liability) to another party, such as
your adult child. By using an estate
freeze, you can continue to control
the business and you can lock in your
future tax obligations, while the
other party benefits from any
increases in the value of the business
(but is also liable for the future taxes
on the growth) after the date of the
estate freeze.

• Plan on Giving — Leaving a
legacy through a charitable donation
can have a lasting impact while
potentially offsetting 100 percent of
net income in the year of death and
the year preceding death, if
structured properly.

When it comes to your estate,
various tax planning techniques can

have a significant impact on the assets
that you leave behind. Seeking advice
from a professional can help to ensure
that your plan has been structured
properly and most effectively, in order
to keep your estate’s taxes to a
minimum so that more of your assets
can be passed on to your heirs.

Dying "intestate", or without a
will, may result in the province
distributing your assets according
to preset rules that may not align
with your wishes. Administrative
delays may also result from the
absence of a will.

Despite these and other issues,
many people continue to die
without a valid will. Here are some
very prominent individuals who
have died without a will:
• Abraham Lincoln (assassinated in

1865) — The first U.S. President
to die intestate. Ironically,
Lincoln was a lawyer.

• Jimi Hendrix (died in 1970) —
The battle over his estate took
over 30 years to settle. The
estates of artists like Hendrix
often face the added complexity
of having incoming streams of
revenue after death.

• Pablo Picasso (died in 1973) — It
was estimated that Picasso's
estate cost $30 million and took
almost six years to settle.

• Bob Marley (died 1981) —
Despite knowing that he had
terminal cancer for almost a year,
Marley failed to write a will for
his estimated $30 million estate.

Dying Without a
Will?
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Summer is synonymous with 
vacation. When it comes to your 
investments, taking a vacation — that is, 
from the headlines — may be one way to 
improve your investing behaviour.

Technology has created new forms 
of media that have improved our 
connectivity, but at the same time have 
also amplified the ‘noise’. News travels 
more quickly and reaches more people 
than ever before. Seemingly, it has also 
increased the potential for people to 
overreact. 

Temporary “market mayhem” 
resulted in April when a hacked Twitter 
account of the Associated Press (AP) 
deceptively reported that U.S. President 
Obama had been injured in an explosion 
at the White House. This sent the Dow 
Jones Industrial Average (DJIA) into 
a 150-point tailspin within seconds, 
following strong gains earlier in the day. 

After it was revealed that the AP 
account had been compromised, the 
recovery of the DJIA showed that the 
market is also very efficient in correcting 
mistakes like these. Although high-
frequency trading algorithms played a 
role, the event demonstrated how quickly 
information spreads and how hastily 
financial markets can react.

This is a good reminder that it may 
be better to step back from what the 
headlines are saying. It is not uncommon 
for the media to target our emotions and 

it is all too easy to react to short-term 
hype that could be either negative or 
positive. 

Another problem with following the 
headlines too closely is that the markets 
sometimes may not react the way you 
would expect. Throughout the history 
of the stock markets, prices have often 
moved up or down when the prevailing 
sentiment suggests otherwise. We have 
seen this more recently with the record-
setting performance of the U.S. markets 
despite the nation’s continuing economic 
struggles and well before any signs of 
sustained economic growth. 

Headlines aside, it is investing for 
the longer-term that will help to provide 
the growth and resulting returns to 
investors. Remember the objectives set 
out in your personal financial plan as they 
have been put in place to be your guide. 
Make sure to keep them working for you, 
so that you can take a vacation from the 
headlines.



Investing Fundamentals

Volatile Times: Keeping Perspective 
Volatile times are here again. Low oil and commodity prices, 
slower growth concerns and reactions to various international 
events have caused volatility in the markets over recent 
months. But try not to be discouraged. Instead, here are five 
things to remember to help guide you through volatile times:

1. Accept that markets are cyclical. Volatility is a reminder 
that portfolio growth does not occur at a steady rate. Just 
as we embrace the up times in the markets, savvy investors 
also accept that down times are a normal part of investing. 
Here is a positive perspective on the cyclical nature of the 
markets: since 1970, the average bull market of the S&P/TSX 
Composite Index lasted over 59 months, whereas the average 
bear market lasted only around 11 months.*

2. Stay focused on your plan. Focus on your plan’s goals, 
not any day-to-day changes in the markets. If your plan was 
put in place with a longer-term focus, it was likely built to 
withstand temporary changes in the markets. To help stay 
on track, revisit your plan on a periodic basis to rebalance or 
make updates based on life changes. 

3. Diversify. The merits of diversification are even more 
apparent in today’s world. Canada’s resource-based economy 
continues to be pressured by low oil and other commodity 
prices, which illustrates the risk associated with a significant 
reliance on any one sector. Interest rates may affect the 
returns of certain investments and, in today’s low rate 
environment, diversification across different asset classes or 

types of investments may help to mitigate this risk.

4. Stop listening to the noise. Everyone has an opinion on 
investing and the markets. In good times, anyone can sound 
like an expert. In difficult times, the media is well-versed in 
creating headlines that magnify economic misery and instill 
fear. At the end of the day, thoughtful analysis should drive 
decision-making — not any peripheral noise.

5. Have confidence in the value of support. We’re here to 
support every stage of the investment journey to help you achieve 
your goals. We believe in the value of advice. Studies have shown 
that advised clients are more successful at saving than non-advised 
clients and have greater discipline through volatile times.**
Sources: * S&P/TSX Total Return Index 1/1/70 to 7/31/15, monthly close data; **Ipsos 
Reid “Value of Financial Advice” Investment Funds Institute of Canada, 2012.
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Food for Thought

Economic Theory Using a Burger
This year marks the 30th anniversary of the Big Mac index, 
published by The Economist. The index is intended to be a 
“light-hearted” guide to comparing the purchasing-power 
parity (PPP) of various currencies. PPP is the idea that over the 
long run, exchange rates of two countries should adjust so 
that an identical basket of goods and services should cost the 
same in both countries. Instead of using a basket of goods, 
the index uses a Big Mac hamburger, which is available in 
approximately 120 nations.

The index determines an exchange rate that results from 
comparing the cost of a Big Mac in a nation’s currency to the 
cost in the U.S. Comparing this to the actual exchange rate 
indicates whether a currency is under- or over-valued to the 
U.S. dollar. Although the Big Mac index was intended to be 

just a fun way to look at exchange-rate theory, it has gained 
much attention over its life and has been included in several 
economic textbooks and within various academic studies.

According to the index, today’s low Canadian dollar is under-
valued. The chart shows how Canada has fared over the past 
10 years. How does Canada compare to other countries? Visit: 
economist.com/content/big-mac-index

Big Mac Index — Canada from 2005 to 2015

2015 2010 2005

Big Mac Price (CDN) $5.85 $4.17 $3.28

Exchange Rate (CAD/USD) 0.775 0.961 0.800

Valuation (+over / -under) -5.3% +7.2% -14.2%

Source: The Economist. Data for 07/2015, 07/2010, 06/2005



Being Thankful

Measuring Happiness
Living in Canada, we have much to be thankful for. Canada 
often ranks as one of the best countries in which to live, and 
the recent United Nations ranking of the world’s happiest 
countries is no exception. The 2015 report on the state of global 
happiness places Canada in the top five countries globally.

What makes a nation happy? According to the report, six 
variables account for most of the variation among countries: 
real Gross Domestic Product (GDP) per capita, healthy life 
expectancy, social support, perceived freedom to make life 
choices, perceived freedom from corruption, and generosity. 
Tracking well-being as a national indicator is a relatively new 
concept but has gained attention due to evidence that a 
society’s well-being can impact its economic status. 

Not only are we a happy nation, but Canada places at the top 
of many other international rankings, including:

• Most Reputable & Admired Country, 2015 — Reputation 
Institute

• Government Net Debt/GDP, G7 Countries, 2015 — OECD

• Best Place to Live, Safe Cities Index, 2015 (Toronto and 
Montreal ranked at #1 and #2) — Economist Intelligence Unit

• Best Country for Business, G20 Countries, 2014 — Forbes

Source: Global Happiness Report: http://worldhappiness.report/. 

Tax Planning

Income-Splitting Opportunities to Consider
Here are some ways to shift taxable income from higher-
income to lower-income spouses or common-law partners 
(CLPs), or to children. Please consult with a legal/tax advisor 
regarding your situation as some strategies may not be 
applicable or may involve proper structuring to be effective.

• Spousal Loan — If the higher-income spouse/CLP 
makes a loan to the lower-income spouse/CLP at Canada 
Revenue Agency’s prescribed rate (currently one percent), 
the net of any investment income earned in excess of the 
interest charged on the loan is taxed in the lower-income 
spouse/CLP’s hands.

• Family Trust — If the higher-income spouse/CLP makes 
a loan at the prescribed rate to the family trust for 
the benefit of his/her minor children, the net of any 
investment income earned by the family trust in excess 
of the interest charged on the loan may be taxed in the 
lower-income children’s hands.

• Pension Splitting — Up to 50 percent of eligible pension 
income may be split between eligible spouses/CLPs on 
their respective tax returns.

• CPP/QPP Sharing — Spouses/CLPs can apply to have 
their Canada Pension Plan/Quebec Pension Plan (CPP/QPP) 

pensions split between them for tax purposes.

• Spousal RRSP — If the higher-income spouse/CLP contributes 
to a Registered Retirement Savings Plan (RRSP) for the benefit 
of the lower-income spouse/CLP, future withdrawals may be 
taxed in the lower-income earner’s hands.

• Capital Gain/Loss Planning — Sophisticated transactions 
could be explored to transfer unrealized capital losses from 
the lower-income spouse/CLP to the higher-income spouse/
CLP or to transfer unrealized or future capital gains of the 
higher-income earner to the lower-income earner. 

•	 Insurance	Planning — Life insurance solutions may be 
available that can result in investment income being tax-
exempt when the death benefit is paid to the lower-income 
spouse/CLP and/or children on a tax-free basis.

•	Cash	Flow	Allocation — The higher-income spouse could 
pay for family expenses, such as income tax instalments, 
final tax liabilities, Registered Education Savings Plan (RESP) 
contributions and through the gifting of Tax-Free Savings 
Account (TFSA) contributions for the lower-income spouse/
CLP. The lower-income earner’s funds could also be used for 
investment purposes to enable future investment income to 
be taxed at their lower marginal tax rate.
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Don’t Forget: Gain from Your Losses
Since the 2007/08 financial crisis, both the Canadian and 
U.S. stock markets have experienced lengthy bull runs, which 
may mean that you have gains in your securities portfolio. 
When realizing gains, also realizing capital losses may 
work to your benefit. Before the end of any calendar year, 
consider reviewing your securities portfolio to see if there are 
investments in a loss position that you may wish to sell in 
order to take advantage of tax-loss selling.

In general, when an investment is sold for proceeds that are 
less than the amount that it cost to purchase, the result is a 
capital loss. For tax purposes, 50 percent of the capital loss can 
be used to offset any taxable capital gains (i.e.: 50 percent of 
capital gains) realized during the year to reduce your current 
tax liability. Capital losses cannot offset employment or 
dividend income.

If you are unable to use all of your capital losses in the current 
tax year because you do not have sufficient capital gains to 

offset the losses, you can carry the net capital loss back to any 
previous three taxation years to recover taxes paid on taxable 
capital gains. Alternatively, you can carry the net capital losses 
forward indefinitely to use against future taxable capital gains.

When undertaking tax-loss selling, don’t forget about the 
“superficial loss rules”, which have been put in place to prevent 
taxpayers from creating artificial transactions to generate capital 
losses. They will apply if: i) you, or an “affiliated person” (which 
includes a spouse/common-law partner or your Registered 
Retirement Savings Plan), acquire property identical to that which 
was sold for a loss in a period that is either 30 days before or 
after the date of the loss transaction; and, ii) 30 days after the loss 
transaction, you, or an affiliated person, own the identical property. 
As a result, you will not be able to use the capital loss in the current 
year to offset capital gains. Instead, the capital loss will be added to 
the adjusted cost base of the identical property.

Please speak with a tax advisor prior to engaging in tax-loss selling.

Putting Investors First: Upcoming Changes to Your Statements
You may be aware of the changes to client reporting requirements within the investment industry, which are intended 
to improve the fee and performance information available to every Canadian investor. Over the coming quarters, your 
statements will provide greater visibility on fees and commissions paid for your investments, which can help facilitate a better 
understanding of the costs associated with your investments.  

This is a great change for the industry. We’ve always believed in being transparent when it comes to the fees associated with 
the products and services that we provide, but there has never been an industry standard. We understand that investors 
have a choice when it comes to their advisors and their investments and that providing the best information can only help 
you to make informed decisions. We are committed to delivering a high standard of service and we believe in the value of 
our advice. Studies have shown that investors who work with advisors have three times the net worth and four times the 
investable assets of those who don’t work with an advisor.* 

Our goal is to provide the best wealth management support to help you achieve financial success. Should you have any 
questions about the ongoing reporting changes or the fees you pay, please don’t hesitate to contact us. We are here to help.
*Ipsos Reid “Value of Financial Advice” Investment Funds Institute of Canada, 2012. 
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