
Central Wealth Group

Alain Berube, CFA
Senior Financial Advisor & 
Portfolio Manager

Peter Vander Velde, CIM®, CMT
Portfolio Manager &
Financial Advisor 

Morgan Pudel, CIM®, CFP®
Associate Financial Advisor 

Robyn Drummond, CEA, QAFP™
Licensed Assistant

Debbie Lewis
Licensed Assistant

Raymond James Ltd.
Rice Howard Place, Tower 1
#2300 – 10060 Jasper Ave. NW
Edmonton, AB T5J 3R8

Telephone: 780-414-2500
Toll Free: 1-888-414-2501
Fax: 780-414-2599

Michael Carter, CIM, FC I
Vice President

Investment Advisor

Tel  705-526-4182
Cell: 416-526-1396

Toll-Free  1-888-208-9711

michael.carter@rbc.com
www csbdirect ca

Cathy Webb
Assistant

7 5-526-4222
cathy.webb@rbc.com

RBC Wealth Management
512 Yonge Street

Midland, ON L4R 2C5

Fax  705-527 6131

 Professional Wealth Management Since 1901

Personal newsletter from michael carter of rBc Dominion securities inc.

   
 

 

 
 
 

 

  
  

   

 

     

         

  

 

       

   
 

 

 
 
 

 

  
  

   

 

Serio s Serious 
eMoney

Serio s Serious 
eMoney

Be iefBeliefBe iefBelief

lPlaylPlay

u  m  a n  l n  e Our Investment Management Solutions are 
 designed wi h “ i u  MSeri us Money” n din mind.

      
     

      
     

      

   
      

     
    

    
    

    
      

      
     

     
   

      
   
     

     
   

 
     
   
   

   
     

  
      

    
   

     
     

      
       

      
       

     
    

 
   

      
      

   
     

     
     

   
      
     

  
    

        
        

     
     

      
 

       
  

    

     

  

 
     
    
     
       

     
       
     

      
      

       
     

    
      

      
      

       
  

     
       

          
      

        
       

        
     

       
      

         
      

        
    

     
       

         
          
       

       
         

  
     

        
      
       

      
        

     
        

 
      

       
     

       
      

       
       

     
        

        
        

     
       
      

    Autumn 2013

Maintaining Your Perspective

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

The economic news around the 
world continues to have a pos tiv  tone  
Gross domes ic produc  (GDP) figures 
from Europe indicate that the Eu ozone 
region has emerged from recession and 
the U.S  has had improving GDP and 
unemployment rates  Ma y of these 
e onomic improvements have been 
reflected in the performance of several 
internat onal markets  But here at home, 
the Canadian market continues its slow 
crawl argely due to challenges in the 
resource s ctor  

Although nobod  can predict wh n 
the next upturn will occur  history has 
shown us that it is likely ly a ma ter of 
time before dome ti  markets will begin 
to climb. After all, markets are cyclical by 
nature  Rather than focusing on the short 
term, a look at the bigge  picture may 
help to put things in perspe tive

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 count y

The highest ranking country is 
Australia, where it takes only 18 m nutes 
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 akes almost 2 6 hours, 
or Sierra Leone in Af ica, where it takes a 

shocking 136 hours!
Canada’s standard of living remains 

one of the highest in e world  Our 
nation is con ste tly envied by our 
world peers  In fact, in the Economist 
Intell gence Unit’s recent ranking of the 
wor d’s 10 best citi s in whi h to live, 
three Canadia  cities — Vancouver, 
Toronto and Calgary — rank d i  the top 
five  

Canada also allows us the opport nity 
to grow our wealth in a free-market 
environment  As Canad ans  we continue 
to i crease our personal wealth and are 
more finan ially secur , even compared to 
just 10 y rs ago (although debt concerns 
continue to persist) and also compared to 
our neighbours to the outh  

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

Michael Carter, CIM, FC I
Vice President

Investment Advisor

Tel  705-526-4182
Cell: 416-526-1396

Toll-Free  1-888-208-9711

michael.carter@rbc.com
www csbdirect ca

Cathy Webb
Assistant

7 5-526-4222
cathy.webb@rbc.com

RBC Wealth Management
512 Yonge Street

Midland, ON L4R 2C5

Fax  705-527 6131

 Professional Wealth Management Since 1901

Personal newsletter from michael carter of rBc Dominion securities inc.

’  a i  

W  0 3

A  N WS TTE  OM MIC A L A  O  R  OMINI N R S 

Michae  Carter  C M  FCS
Vic  Presiden

Investmen  Adviso

Tel  705-526 418
Ce  4 6 52 -139

To l- ree  1-8 8-208-971

m chael carter@rbc com
www csbdirec ca

Cathy Webb
Assistan

0 -526 4222
ca h webb@rbc co

RBC Wealt  Management
12 Yong  Stree

Mi lan , ON L4R 2C

Fax  705 527 61

Serious Serious 
M eMoney
Serious Serious 
M eMoney

Be iefBeliefBe iefBelief

ayay

O  e t e  o o   ur nvestmen  n gement olut ons are 
 sig ed th us Serious M ney”  n i d

Th     b i d  
 N  Y ’    

     c  H
   su   

pl   t     f
3

  o  
es i  a  t   e  

 r  e   
p     t

    i
    i

i    o  
a i   e i t    

i       
     l

  a    
i g  e  o r

     lt  
C   h  e

 e  d   
r    S  l  
i  r  n i  

ll r
W      

E ’  g   bl
e? H  C  

e i  H  h
i  f  b  i   
  e ?

l  t i  y b    
p in i  h  i   

  a k  s

l   l   
    re i

    k  l  
ll  a      
      
 h  t   li g k t  b t

 p     
  g  k  a i i

i  
   

      g
e l   i  T e  

   e e
i e  Sav   R   

F  S   TF   
t      l
s y  

k       
a     o  

  ff
    l

s  E    a   t  g  r
 l   ru   i    

 W  i   t  
e      

      
 

ea        
i i   

 ro essiona  Wealth Managemen  Since 190

i  Co

 

PPPE NA   N   N EEW ETT      F   G  G G E  W    W EA KER

               

Gl  M  W
 
 Di

Pri te Cli nt G oup
n o  n s e t d o
5 223 e t  333

  
t  e  A

8 3223  
@dun eewea

op e Moryoussef, B
Es a e lanning &
s  

   
05 3 8-3223 ext  3

 Securit es 

em

     

A  the year progresse  and the globa
economic ituation shows signs of
continuing improvement  there are also
signs of renewing confidence in th
financial market . In the fir t qu rter 
the year, the Dow Jo es Ind strial A
surpassed the record high clos ng le  
14,164 3 oin s set back in Octobe
2007  The S&P/TSX Com osite Index h
reco er d to he ev l it reache  pr or to
the collapse of Lehman Brother  t at
precipitated th    

em er 2008  However  it ti l remai
well bel w the all-time highs reac ed
before th  cris s as the re ources sector has
been particularly slow to recover.

Wil  the mark ts continue heir
upwar  t aject ry

at ies ahead can never eas ly b
pred cted, regardless  what the i

 be telling us
Consider th  performance o  the

market  l st year  Despite Cana a s
re atively stable economic si uat on  a
arguably the tronge t of the G8 countr es
and t e envy of man  interna  

 &P TSX Composi e Index
experienc d signifi ant eclin s in the
m ddle f the ear, improving in the third
quarter but post ng only a .0 per ent
gain over t e year

Co trasting this, the ong in
economic struggl s in th  U S  dominated

      
       

 Instead, the S&P 500 Index showe
not ble advancement thr ughout mo  
last year nd finished with an impre
13 4 per en  ga n

This go s to show how diff cu t t is 
predict the future per ormance of the
marke s by extr polation  As invest
llowin  for the unpre ctable can be one

of th      
des maint ining lex bili y in your

in estm nt trategy  As times chang  
may ne d to adapt your inve tment
approach  by embracing new opportuni
or making changes to c rren  hold ng
Equally import nt is i vesting according
to the indiv dua  inves ment plan that has
been designed with your per  

 ne ds n mind, no  by what th
headlines ma  be s ying

Embr c  the ood imes in the
market  nd l t s hop  tha  the  ontin
But ha e con idence knowing that wi h
th  proper investm nt plan in place, 
are better pr    
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cou ry w ich as an estat  ta  
m ny Ca adians i  is co  
own S. asset  nder U S   
U S. situ  assets, wh h includ

S  ea  sta e an  shares i  U S
co pora ions  may be subject t  

.S  es a e tax. Ther  re a va ie  
ways to minimize a poten ial 
estat  tax bil , in luding dispo  
U S  s      
us ng a Canadian hol n  co
trus  or partners ip to own th  
situ  assets.

• Freeze Taxes — If you ow  
s ness  o  may w sh to  

tax iabi ity at dea h based  
value o  the bus nes  and tra  

ture growth (and the re ated 
liab ity) to not er pa ty  such 
your ad lt child. By u i g an 
freeze  ou can c ntinue to con
t e bu i ess and you c n lo   
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Dying i es ate , o   
wil , may resu t in the rovince
di tri ting your asse s according
to prese  r les tha  may not align
with you  wi es. dm ni trat e
delays ay al o result f om the
ab enc  of a will

De pite th se n  o her issue ,
    

wi hou  a valid will  Here are ome
ery prominent n v duals wh

h ve die  wi hout a wi l:
• Abra am coln (assassinate  in

186 ) — h  fi t .  Presid
to die in es at . onically,
Lincoln was a lawyer.
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Take a Vacation from the Headli

Inside ...
• U.S. Estat  Tax and You
• Trusts and the 2 -Year R le
• Billionaire Wisdom
• Dividend Sto ks  N t Just I com

    
t on  When i  comes to your 

i vestments  t ng  v catio   th t  
rom th  he dl nes  ma  b  one w   

improve your investing b ha iour
T chno ogy has crea d n w forms 

of medi  th t have improv d ou  
conn cti ity  but t he same time  
l  mp ified th  ‘noi e  N ws tr  

mor  quickly nd r aches or  peop  
th n ever be re  S ing y  it has a so 
increased the potent al for pe p e to 
ov rr act  

Tempor ry   
lted in A ril when a hac ed Twitt  

cc u t of the ssoci t d Press (AP) 
deceptiv ly rep rted that U.S  President 
Oba a had been nj red i  n ex l sio  
t the Whit  Hou e  This ent the Dow 
o es dustri  Avera  (D IA) n o 
 15 point ta sp n within s co ds  

fo lowing strong ains earlier in   
A t r it s re e l d t t th  AP 

cc unt h d be  ompro ise  th  
r cov ry of th  DJIA sh w d th t th  
m rket is a so v ry fficient in correc  
mistakes ike these  A thou h high-
f equency tr ding a gorith    

 th  event emonst ated ho   
inform tion spr a  n  how tily 
fi ncia  markets c  react

Th s s a goo  remind r tha  t may 
be bett r t  ep ba k rom w a  th  
headli es are ng  t is  ncomm  
f r the medi  o arget ur emot ons d 
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A t er pr b e  w th fol win   

he d s t o cl se y is th t th  m  
sometimes a  n  re ct he way yo  
wou d expe t  Througho t the hist ry 
of the to  m rkets  p ices h ve ofte  
mov d up or down w  the pr v  
senti ent s gests t rwis  W  h e 
see       

i g per ormance o  the U S  markets 
despite the nation’s co t ing ec  
stru gles n  w  before y s gns of 
u tained conomic gr wth  

He d ines d  it is in sting for 
th  onger-t rm that will help to provid  
the growth and r su ti g returns to 
inv stors  R member the   

 in yo r per ona  fi ncial p a    
have e  put i  lac  to b  your  
Mak  re to keep them work ng or y  
so th t you can t ke  v c tio  from t  
he d i es
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The Largest Wealth Transfer in History is Here
It’s been termed the “greatest wealth transfer in history.” As the last of the Baby Boomers reach 
the age of 60 this year, and the oldest approach 80, an estimated $1 trillion of wealth has 
begun to change hands.1 

The boomers are now commonly referred to as the “luckiest generation” due to their significant 
leap in prosperity, benefitting from substantial price growth in the housing and financial 
markets. Consider that the average price of a Canadian home has risen about 800 percent 
since 1981, when most boomers were in their 20s and 30s — the prime years for household 
formation.2 At that time, a house cost around $75,000,3 though we mustn’t forget that a five-
year mortgage back then reached a crippling 21 percent! Over the same period, the S&P/TSX 
Composite Index Total Return has risen by more than 3,000 percent.4 

While much of this wealth is anticipated to be passed along, some suggest that we are instead 
witnessing a shift in the spending habits of the boomers. The Wall Street Journal published 
an article late last year suggesting that U.S. boomers were the “economy’s silver bullet,” with 
increases in spending by retirees propping up economic growth to largely avert a recession. 

Regardless of the extent to which wealth will transfer, the inevitable generational shift should 
prompt questions about our own wealth management. Are you prepared for this transition? 

According to recent surveys, we may not be doing the best job. Studies continue to show that 
around one-half of Canadians still don’t have a will; surprisingly, this hasn’t changed over many 
decades. Only one-quarter of us appear to have a plan for our assets if we are unable to make 
financial decisions, and only 21 percent have had detailed discussions with beneficiaries or 
executors of their will.5 How about you?

Even if we do have a detailed plan to pass along our assets, many of us do not feel confident 
in the next generation’s ability to preserve or grow their inheritance.6 The old “shirtsleeves 
to shirtsleeves” adage still holds true, suggesting that wealth gained by one generation is 
often lost by the third. The first works hard to accumulate wealth, the second benefits and 
maintains it and the third, having not experienced the hardships of wealth creation, ends up 
losing it. Planning ahead may be one way to mitigate this risk. Whether it is working alongside 
you to facilitate a generational wealth transfer plan or assisting younger folks with wealth 
management education or investing support, we are here to help.

Summer often affords us a bit more downtime, making it an opportune time to assess your 
own wealth transfer plan. If you’ve yet to give your estate plan the attention it deserves, why 
not make this a priority? It has the potential to enhance your overall wealth management and 
can be one of the greatest gifts you leave for your loved ones. 
1. https://financialpost.com/personal-finance/retirement/canadian-inheritances-could-hit-1-trillion-over-the-next-decade-and-both-
bequeathers-and-beneficiaries-need-to-be-ready; 2. Based on CREA April 2024 average national home price of $703,446 and 1981 
price of $75,000. These figures are not adjusted for inflation, however consumer prices have risen about 200 percent over those 43 
years; 3. https://policyalternatives.ca/sites/default/files/uploads/publications/National%20Office/2010/08/Canadas%20Housing%20
Bubble.pdf (page 4); 4. S&P/TSX Composite Total Return Index 1/31/81: 2,658.85 and 1/31/24: 84,500.02; 5. https://www.ig.ca/en/
media-room/media-releases/ig-estate-planning-study-despite-aging-population-most-canadians-lack-estate-plan; 6. https://
financialpost.com/personal-finance/family-finance/high-net-worth-families/most-high-net-worth-individuals-lack-inheritance-plan-
despite-largest-transfer-of-wealth-coming-study
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The Increasing Cost of Living: A Taxing Time
While the growing cost of living continues to be top of mind for many, 
a differing perspective has emerged on our cost pressures. Despite 
the rising prices we see today, the proportion of income spent on 
necessities like food and clothing has declined substantially over time. 
In 1961, Canadians allocated one-third of family income to these 

costs; today, they 
make up less 
than 15 percent.

Instead, a recent 
report suggests 
that the burden 
of escalating 
expenses weighs 
more heavily on 

taxes. The Canadian Consumer Tax Index tracks family expenditures 
on necessities (food, shelter, clothing) and taxes. Today, the average 
Canadian family spends 45.3 percent of income on total taxes (pie 
chart). Since 1961, there has been a 2,778 percent increase in the taxes 
we pay, far outpacing the 863 percent increase in the Consumer Price 
Index that measures changes in prices.1 

Who shoulders the 
heaviest tax burden? When 
comparing the share of tax 
paid to share of income, 
the highest-income earners 
do. The top 20 percent 
of income earners (family 
income over $243,000) pay 
61.9 percent 
of personal 
income taxes 
(PIT) but 
represent only 
45.7 percent 
of total 
income. Every 
other income 
group pays a smaller share of PIT versus share of income.2
1. https://www.fraserinstitute.org/studies/taxes-versus-necessities-of-life-canadian-consumer-
tax-index-2023-edition; 2. https://www.fraserinstitute.org/studies/measuring-progressivity-in-
canadas-tax-system-2023

It has been over 20 years since we’ve seen changes to the capital 
gains tax. Since late 2000, 50 percent (1/2) of realized capital gains 
have been subject to tax. As of June 25, 2024, the inclusion rate 
increased to 66.67 percent (2/3) for corporations and trusts, and on 
the portion of capital gains realized in the year that exceed $250,000 
for individuals.* The table shows the impact on a capital gain of 
$500,000 for an individual (assuming no other gains). Are there ways 
to manage the potential tax bite? Here are a handful of ideas:

Weigh the benefits of a lower inclusion rate — Tax deferral is 
commonly viewed as a way to create greater returns since funds that 
would otherwise go to pay tax can remain invested for future growth. 
However, individuals may wish to evaluate the possibility of accelerated 
taxation at a lower rate versus deferred taxation at a higher rate: a 
higher inclusion rate for gains over $250,000. For example, based on 
a capital gain of $100,000 and a marginal tax rate of 48 percent, an 
investor would save $8,000 in taxes by realizing a gain at the lower 
inclusion rate. Yet, this comes at the cost of “pre-paying” $24,000 in 
capital gains tax today. If this amount was invested with a return of 6 
percent per year, it would take 7 years of tax-deferred growth, based 
on a 2/3 inclusion rate, to beat the $8,000 in tax savings.

Spread gains over multiple years — If possible, consider realizing 
gains over multiple years to take advantage of the lower inclusion rate 
(under $250,000) versus a larger realized gain in a single year. 

Crystallize gains — Deliberately selling and rebuying stocks to trigger 
a capital gain (“crystallizing”) can reset the book value over time. This 
strategy, often used in years when an investor is in a lower tax bracket, 
may help to capitalize on the lower inclusion rate each year. 

Plan to cover increased tax liabilities — Plan ahead for an increased 
tax liability. The use of insurance or other planning techniques may 
be considered to cover the eventual higher tax liability, such as for the 
transfer of family property.

Donate securities — 
Assuming new rules apply 
to the deemed disposition 
of assets at death, if you’re 
considering donations in 
estate planning, consider the 
use of publicly-listed securities 
to a registered Canadian 
charity as any accrued capital 
gain is excluded from taxable 
income and a donation 
receipt equal to the value of the donated securities is received.** 

Business owners — Evaluate whether certain assets should be held 
in the corporation or owned personally. For corporations, there is no 
$250,000 threshold; realized gains are taxable at a 2/3 inclusion rate. 
The use of corporate-owned insurance or an individual pension plan 
may be considerations for a business’ tax strategy. Plan ahead to use 
deductions, such as the lifetime capital gains exemption, to reduce 
taxes payable on the disposition of qualified shares.

As always, seek advice from a tax expert regarding your situation.
*Note: At the time of writing, legislation has not been enacted.
**If managing over a lifetime, this applies to individuals not affected by the AMT.

Planning Ahead: A Rising Capital Gains Inclusion Rate*

1972 – Capital gains 
tax introduced; 

Inclusion rate set 
at 50%

1985 – General capital 
gains exemption 

introduced – Up to a 
lifetime maximum of 

$100,000

1988 – 
Inclusion rate 
increased to 

66.67%

1990 – 
Inclusion rate 
increased to 

75%

1994 – General 
capital gains 
exemption 
abolished

2000 – Inclusion rate 
reduced to 66.67% 

(Feb.) and then reduced 
to 50% (Oct.)

A History of Capital Gains Tax in Canada

Source: “A Primer on Capital Gains Taxes in Canada,” CBC, 10/18/2000.

Pre-1972 –
Capital 
gains were 
not taxed

2024 – Inclusion rate 
increased to 66.67% 
($250,000 threshold 

for individuals)

How Much More For a $500,000 Gain?

Province Tax Rate on Capital Gain* Additional 
Tax1/2 Inclusion 2/3 Inclusion

BC 26.75% 35.67%  $22,292 
AB 24.00% 32.00%  $20,000 
SK 23.75% 31.67%  $19,792 
MB 25.20% 33.60%  $21,000 
ON 26.76% 35.69%  $22,304 
QC 26.66% 35.54%  $22,213 
NB 26.25% 35.00%  $21,875 
NS 27.00% 36.00%  $22,500 
PEI 25.88% 34.50%  $21,563 

NL/LB 27.40% 36.53%  $22,833 
*For individuals based on top marginal tax rates, 01/01/24.

Share of PIT Paid & Income Earned by Quintile 2023

Share of Total Income
Share of Personal Income Tax (PIT) Paid

0.7%

 $0-$59K      $59-$104K    $104K-$159K   $159K-$243K     $243K+
Household Family Income

5.1%
15.7%

10.1%4.6%
11.3%

23.5% 21.5%

45.7%

61.9%

56.5%
Necessities

33.5%
Taxes

35.6%
Necessities

45.3%
Taxes

Average Canadian Family’s Tax Burden 
vs. Necessities, 1961 and 2022
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With most Canadians choosing to start their Canada Pension Plan 
(CPP) benefits early, there’s been growing attention to the potential 
advantages of waiting. Recall that starting CPP benefits before age 
65 (as early as 60) decreases payments by 0.6 percent per month, 
whereas delaying beyond 65 increases payments by 0.7 percent per 
month, up to 42 percent (age 70). Actuarial studies continue to show 
that many people are better off delaying benefits as the break-even 
age* is often below the average life expectancy. Those who live past 
the break-even age will receive a higher overall benefit by waiting. 

Of course, this decision is influenced by various factors beyond just life 
expectancy, such as immediate income needs. As more Canadians 

work past age 65, the impact of 
retiring early, or late, should also 
be a consideration. Working past 
age 65 and delaying benefits 
can lead to a potentially greater 
benefit. This is because CPP 
benefits are generally calculated 
using the best 40 years of income, 

usually between ages 18 and 65. Since lower-earning years tend to 
be at younger ages when first starting a career, extending the working 
years past age 65 may add higher-earning years to the calculation, 
thus increasing the benefit. 

The good news? It doesn’t work the other way: Any low-earnings years 
after age 65 will have no effect on the benefit calculation. Yet, if you 

retire before 65 and wait to take benefits, the zero-earnings years can 
negatively impact the benefit. Retiring at 60 and waiting to collect CPP 
at 65 could potentially add five zero-earning years to the calculation. 

Regrets, We’ve Had a Few…

Indeed, the old words of Frank Sinatra may be a reminder to carefully 
consider the timing decision. A recent article in the Globe & Mail 
highlighted Canadians who had “regrets” after starting benefits early:1

Impact on survivor benefits — One widow discovered that starting 
her own CPP reduced her maximum entitlement from survivor 
benefits. She was also unaware that survivor benefits would change 
when she turned 65 and hadn’t considered the impact of deferring 
her own benefits beyond that age.

Legacy considerations — A man who wasn’t in immediate need of the 
funds wished he had delayed his CPP after realizing how much more he 
could have left for beneficiaries. One study suggests that taking CPP at 
age 60 instead of 70 can forgo $100,000 of lifetime benefits.2

Inflation adjustments — Another retiree noted that had he waited, 
the multiplier for starting later would have further enhanced the 
inflation-indexed benefits. 

Returning to work — One man who began receiving CPP at 60 and 
retired at 63 decided to return to work. He regretted starting early due 
to the taxes paid on CPP income during his subsequent employment.
*The age at which total benefits received by delaying payments exceed total benefits received by 
starting payments earlier. 1. https://www.theglobeandmail.com/investing/globe-advisor/advisor-
news/article-these-canadians-wish-they-had-waited-to-take-their-cpp-benefits-heres/; 2. 
https://www.fpcanadaresearchfoundation.ca/media/5fpda5zw/cpp_qpp-reseach-paper.pdf
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Your Home Is Not a Retirement Plan
Summer — the season for home sales — is here! With real estate 
prices continuing their rise, it may be tempting to see your home’s 
value as a potential source of retirement income. However, when 
supporting clients in planning for retirement, it’s generally not 
recommended to factor in a home’s value as a primary part of that 
plan. While some homeowners consider downsizing as a way of 
unlocking retirement funds and others may look to borrow against 
their homes, there are reasons to exercise caution in relying on 
home equity for retirement. Here are a handful:

You may not move — If you are planning to sell your home and 
downsize, there is a good chance you may eventually decide not to 
move. Recent reports suggest seniors are now less likely to sell their 
homes before age 85; the sales rate among those aged 75 or more 
has been trending downward since the 1990s.1 This may not be 
surprising. Selling a lifelong home can be more emotionally difficult 
than many anticipate. Many seniors remain in their dwellings to stay 
close to family, friends or their community and to maintain their sense 
of independence. Some have instead chosen to “downsize from the 
inside,” using only a portion of their homes to reduce costs like heating.

Low housing supply — Even if you do plan on downsizing or renting, 
will you be able to find suitable accommodation? While selling a 
home in this market may be easy, finding a suitable replacement may 
be more challenging given low inventories, including rental properties.

Moving can be expensive — The costs associated with moving 
homes may be greater than anticipated: real estate fees, lawyers’ 

fees, land transfer tax, staging 
and other expenses can add 
up to be significant. There may 
also be other unanticipated 
expenses that come with a new 
dwelling, such as maintenance, 
renovations and, if you end up 
in a condo, monthly management fees. All of these costs can erode 
the net financial gain by downsizing. 

Higher interest rates — Recent reports suggest that around 25 
percent of retirees carry mortgages as individual wealth has shifted 
to real estate.2 Many mortgage holders have seen mortgages reset 
at higher rates, leading to lower disposable income, especially for 
those on fixed incomes. While it’s possible to access home equity for 
retirement, consider that this has become more costly with rising rates. 
Reverse mortgages, although not common in Canada, may allow you 
to borrow against home equity (usually up to 55 percent) with minimal 
proof of income. Yet, reverse lenders charge very high rates and there 
are few large providers. More commonly, a home equity line of credit, 
often secured prior to retirement when income is high, allows you to 
draw on the line as needed and pay interest only on what you borrow. 

These are just a handful of reasons to exercise caution when 
considering home equity for retirement. For a deeper discussion on 
this, or any other aspects of retirement planning, please call the office. 
1. “Canadian seniors not downsizing, partly owing to lack of options,” S. Peesker, Globe & Mail, 02/12/24; 2. 
“Wealth tied up in real estate can hurt your retirement,” R. Carrick, Globe & Mail, 11/30/23, B10.

Timing Is Everything: Why Some Regret Taking Early CPP Benefits

CPP Timing: Change Your Mind? 
If you start benefits and change 
your mind, you can cancel CPP 
within 12 months of its start. The 
cancellation must be in writing to 
Service Canada and you must pay 
back the benefits received.

https://www.theglobeandmail.com/investing/globe-advisor/advisor-news/article-these-canadians-wish-they-had-waited-to-take-their-cpp-benefits-heres/
https://www.theglobeandmail.com/investing/globe-advisor/advisor-news/article-these-canadians-wish-they-had-waited-to-take-their-cpp-benefits-heres/
https://www.fpcanadaresearchfoundation.ca/media/5fpda5zw/cpp_qpp-reseach-paper.pdf


Please note that comments included in this publication are not intended to be a definitive analysis of tax law. The comments contained herein are general in nature and professional advice regarding 
an individual’s particular tax position should be obtained in respect of any person’s specific circumstances. This newsletter has been prepared on a contract basis for the Financial Advisor noted by J. 
Hirasawa & Associates. Opinions and comments may differ from those of Raymond James Ltd. (“RJL”). Contents copyright by the publishers and may not be reproduced without written permission. 
Statistics, factual data and other information are from sources that we believe to be reliable but we cannot guarantee their accuracy. It is furnished on the basis and understanding that RJL is to 
be under no liability whatsoever in respect thereof. It is for information purposes only and is not to be construed as an offer or solicitation for the sale or purchase of securities. RJL and its officers, 
directors, employees and their families may from time to time invest in the securities discussed in this newsletter. It is intended for distribution only in those jurisdictions where we are registered as 
a dealer in securities. Any distribution or dissemination of this newsletter in any other jurisdiction is strictly prohibited. It is not intended for nor should it be distributed to any person residing in the 
USA. This may provide links to other Internet sites for the convenience of users. Raymond James Ltd. is not responsible for the availability or content of these external sites, nor does Raymond James 
Ltd endorse, warrant or guarantee the products, services or information described or offered at these other Internet sites. Users cannot assume that the external sites will abide by the same Privacy 
Policy which Raymond James Ltd adheres to. Securities-related products and services are offered through Raymond James Ltd., member - Canadian Investor Protection Fund. Insurance products and 
services are offered through Raymond James Financial Planning Ltd., which is not a member - Canadian Investor Protection Fund.

Raymond James Ltd.

Rice Howard Place, Tower 1
#2300 – 10060 Jasper Ave. NW

Edmonton, AB T5J 3R8
www.centralwealthgroup.ca

Central Wealth Group

Alain Berube  |  780-414-2530

Peter Vander Velde  |  780-414-2557

Morgan Pudel  |  780-414-2514

Robyn Drummond  |  780-414-2505

Debbie Lewis  |  780-414-2534

	 S U M M E R  2 0 2 4   |   4

Increasing Capital Gains Inclusion Rate: Planning for a Cottage/Cabin
It is summer once again — and cottage and cabin season is well 
underway. However, this year has brought new potential challenges 
for cottage and cabin owners. Given proposed increases to the capital 
gains inclusion rate,* when the property is eventually transferred or 
sold, there is likely to be a higher tax liability. Some realtors claimed 
that the spring brought “chaos,” with many cottage owners rushing to 
sell ahead of the June 25 deadline for capital gains tax changes.1

One of the most common issues that vacation property owners face 
is covering a potentially large capital gains tax liability triggered upon 
its transfer, especially if they wish to keep the property in the family. 
With real estate prices soaring, a cottage or cabin with a cost base 
of $500,000 could easily be valued at $1.5 million or more in today’s 
markets. Before the recent tax changes, only one-half of this potential 
$1,000,000 capital gain would be subject to taxes. Now, for realized 
gains over $250,000, two-thirds will be taxable. At the top marginal 
tax rate of 53.5 percent (using BC as an example), this change will 
result in an additional $66,875 tax liability, with a total tax bill of 
$334,375 or ($250,000 X ½ + $750,000 X ⅔) X 53.5% assuming no 
other realized gains. This is certainly not insignificant by any means.

As you think ahead to the eventual transfer or sale of a cottage or 
cabin, here are four things to consider:

Invest in life insurance — Insurance has traditionally served 
as a solution to cover such tax liabilities at death and may be a 
worthwhile consideration should you wish to leave the property for 
the next generation. This involves purchasing a policy with the death 
benefit equal to the expected tax bill. The proceeds will typically 
be paid tax free and may avoid probate fees (in provinces where 
applicable), allowing beneficiaries to cover the tax liability and keep 
the property in the family. You might even arrange it so that the 
annual premium cost is paid by the eventual beneficiaries.

Consider the Principal Residence Exemption (PRE) — If the 
property qualifies for the PRE, you may consider designating it as 
a principal residence. Since only one property can be designated 
in any given year, you will need to decide which to designate; this 
needs to be determined at the time you dispose of any property 

you own. While the decision is rarely straightforward and often 
requires considering multiple factors, such as predictions about 
the future value of the remaining residence(s), generally, you should 
consider designating the property with the largest average capital 
gain per year to reduce the overall tax liability.

Transfer ownership over time, where possible — If you are passing 
along the family vacation home within the family, you may wish to 
consider transferring ownership over time, where possible, such as 
to children or other family members. At the time of transfer, a capital 
gain at fair market value would be triggered on only the portion of the 
property you transfer and taxes would be due. For instance, if you 
transfer half of the ownership in the above example over two different 
years, you could potentially take advantage of the lower inclusion rate 
for $250,000 of capital gains each year. Using the 1/2 inclusion rate, 
instead of the 2/3 inclusion rate, could potentially save $22,292 in 
taxes. Be aware that there may be costs, complexities and potential 
consequences that arise with a co-ownership arrangement, so tax and 
legal advisors should be consulted before engaging in this planning.

Keep track of capital improvements — Make sure to document all 
capital improvements such as renovations, additions or upgrades 
that increase the property’s value. Be sure to save receipts. These 
can be added to the property’s cost base, which can reduce the 
associated capital gains taxes owed when the property is eventually 
transferred or sold.
1. https://www.theglobeandmail.com/business/article-its-chaos-cottage-owners-rush-to-sell-
ahead-of-capital-gains-tax/
*At the time of writing, the budget legislation has not been drafted or approved.

https://www.theglobeandmail.com/business/article-its-chaos-cottage-owners-rush-to-sell-ahead-of-capital-gains-tax/
https://www.theglobeandmail.com/business/article-its-chaos-cottage-owners-rush-to-sell-ahead-of-capital-gains-tax/
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