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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
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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    

  

Est t  Pla i  d a
a g Le     

   g   
  t d     
  th t    

     
 h    

   Th     
    

t of our hard-earn  
 i l be le t to t  ax c

ike h  . , Ca   
 an state tax. Rath r, in 

        
 at d th nd your s  

  t  n ny c   
 s  t  gre   
 m investment    

d accoun  uch   
   (   

   
IF  p  g i   

nt , a d as ts s  
   
t d   o  t
    t  

e t x e      
      ,

    
    

    
     r
      In

     
      

      
    ed

     n
       
    

    
 sp use dies r th  asset s) re

    
     

     
    

     
   

     

   p per   y
    e l f i

c l  i  ) 
 t y l    
 d  t   i   

n t  s
 nimize n Es t
T x s  i  ma  e n e  
ou ow  as ets ou ide of C  

if any of your bene icia ie  r   
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 
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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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sometimes a  n  re ct he way yo  
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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 Enduring Human Spirit
An article published by the Wall Street Journal shared some fitting advice from endurance 
athletes, suggesting that those who endure adversity can emerge stronger and more 
resilient in what is termed “post-traumatic growth.”1 As we enter another year, may we 
continue to have hope that brighter days lie ahead and we will return to a world not bound 
by the dominance of the pandemic. Over the past 20 months, we’ve each had to endure 
adversity in our own ways. However, the hope is that we will be able to move forward, 
perhaps a little bit more resilient than before.

These lessons in resilience may be helpful in supporting the investing journey. The 
pandemic has created new challenges for economies and financial markets: growing levels 
of government debt, ongoing supply chain issues, the likelihood of rate increases by central 
banks and persistent inflation. Keeping balanced expectations may be made more difficult 
given the uncertainties. 

It is instructive that even in the face of such unprecedented times, last year’s equity 
market performance was strong. This should remind us that sitting on the sidelines is not 
a prescription for growth. If we are to prepare for the financial future we want, we must 
continue to move forward. 

We should also never underestimate the capacity of companies, economies and the 
markets to persist and advance. This past earnings season is one such reminder. Many 
companies continued to post strong earnings despite unprecedented conditions — partial 
economic shutdowns, labour shortages, supply chain issues and rising input costs — and 
some at record levels.

As a testament to this endurance, market strategist Ed Yardeni recently published a series 
of data that shows how the world has generated unimaginable wealth since the 1940s.2 Of 
particular note is the tremendous growth in corporate profits — an upward trajectory over 
time, despite many short-term setbacks. Even during the global financial crisis of 2008-09, 
when a deviation occurred, it is notable how quickly this reverted to continue to climb higher.

Market uncertainties will always be with us in some form or another. However, portfolios 
built on a solid foundation, using securities selected with quality, diversification, strategic 
asset allocation and individual needs in mind, will often prove to be enduring within the 
ever-changing investing landscape. 

In looking forward, let’s expect the best, knowing that we have this plan in place to guide 
our investing. Here’s to much hope, health, happiness and prosperity for 2022 and beyond!
1. “Hard Earned Lessons in Endurance,” Bonds Bernstein, Wall Street Journal, May 5, 2021; 2. www.yardeni.com/pub/
sp500marginnipa.pdf
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Perhaps as a result of a confluence of factors — buoyant markets, 
social media influence and today’s ease of investing  — we have been 
receiving more questions about young investors who want to open up 
a tax-free savings account (TFSA) for investing purposes. 

While we encourage the use of the TFSA for investing to build wealth 
on a tax-free basis for the future, we caution about its use for frequent 
trading purposes. All investors should be aware that there may be 
tax consequences associated with frequent trading within a TFSA, as 
prescribed by the Canada Revenue Agency (CRA).

According to the CRA, the TFSA is intended for an individual “to set 
money aside tax-free throughout their lifetime.” If investments are 
bought and sold frequently inside the TFSA, the CRA may consider 
you to be “carrying on a business.” While there are no defined limits 
on trading within a TFSA that constitute carrying on a business by the 
CRA, one way that the CRA has previously assessed this practice is 
when a TFSA owner holds securities for only a short period of time. 

Prior to the pandemic, the CRA had ramped up its audits of the TFSA, 
looking specifically at accounts that held large balances. Between 

2009 and 2017, it assessed more than $110 million in taxes owing. 
While the bulk of this amount was related to taxes payable on tax 
advantages, over $6 million was due for day trading within a TFSA.1
https://www.investmentexecutive.com/newspaper_/news-newspaper/tfsas-setback-for-the-cra/

It is registered retirement savings plan (RRSP) season once again! 
Beyond the importance of contributing to the RRSP to grow funds 
for retirement, avoiding certain practices can also help to save tax or 
create a bigger nest egg for the future.

Withdrawing Funds to Pay Down Debt — Consider the implications 
of making taxable withdrawals from the RRSP to pay down short-
term debt. You may be paying more tax on the RRSP withdrawal 
than you’ll save in interest costs. In addition, once you make a 
withdrawal from the RRSP, you won’t be able to get back the valuable 
contribution room – unlike the TFSA, where contribution room resets 
itself in the following calendar year. 

Contributing Losers In-Kind — In order to fund the RRSP, some 
investors may choose to move investments from non-registered 
accounts. If you are considering making in-kind contributions to 
the RRSP, be careful not to transfer investments that have declined 
in value. You will be deemed to have sold these investments at fair 
market value when transferring them to the RRSP, yet any capital loss 
will be denied. Instead, consider selling them on the open market and 
contribute cash to the RRSP so you can claim the capital loss (and be 
aware of the superficial loss rules if you plan on repurchasing them). 

Claiming the Deduction in the Wrong Year — With any RRSP 
contribution, you’re entitled to a tax deduction for the amount 
contributed so long as it is within the contribution limit. Keep in mind 
that you don’t have to claim the tax deduction in the year that the 
RRSP contribution is made. You may carry it forward if you expect 
income to be higher in future years such that you may be put in a 
higher tax bracket, potentially generating greater tax savings for a 
future year.

Neglecting to Update Beneficiary Designations — It may be 
beneficial to review account beneficiaries on a periodic basis, 
especially in light of major life changes. For example, in the event 

of separation or divorce, 
be aware that named 
beneficiaries may not be 
revoked, depending on 
provincial laws. Therefore, 
the designation of an ex-
spouse may still be in effect. 

Withdrawals from a 
Spousal RRSP — For couples in which one spouse will earn a high 
level of income in retirement while the other may have little retirement 
income, a spousal RRSP can potentially be a valuable income-splitting 
tool. However, don’t forget that the attribution rules generally apply to 
a spousal RRSP. If the higher-income spouse has made contributions 
to the spousal RRSP in the year or in the immediate two preceding 
years, and if funds are withdrawn from the plan, they may be taxed to 
the higher-income spouse, as opposed to the lower-income spousal 
RRSP owner. 
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Be Aware: Use the TFSA for Longer-Term Investing  

Avoid These Five RRSP Pitfalls

RRSP Season Reminders
Contribute — The deadline for RRSP contributions for the 2021 
tax year is Tuesday March 1, 2022. Contributions are limited to 
18 percent of the previous year’s earned income, to a maximum 
of $27,830 for the 2021 tax year. Consider an automatic monthly 
contribution plan to avoid missing the deadline.

Consolidate — If you hold multiple RRSP accounts at different 
financial institutions, consider consolidating for improved 
administration, convenience and potential cost savings.

Collapse — If you are turning 71 years old in 2022, please get 
in touch to discuss options for closing your RRSP by year end.

Year
Annual Dollar 

Amount
Cumulative 

Amount
2009 to 2012 $5,000 $20,000
2013 & 2014 $5,500 $31,000
2015 $10,000 $41,000
2016 to 2018 $5,500 $57,500
2019 to 2022 $6,000 $81,500

TFSA: Do You Have Unused 
Contribution Room?
The 2022 TFSA dollar limit is $6,000. This brings the total 
lifetime contribution limit to $81,500 for those eligible. 
Do you have unused contribution room?
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The Timeless Wisdom of Warren Buffett
We may all benefit from some investing perspective as we enter 
into 2022. Who better to draw on for that wisdom than one of 
the most successful investors of our time, Warren Buffett. Many of 
Buffett’s messages are timeless. In fact, a more recent academic 
study analyzed years of Buffett’s shareholder meetings, which have 
attracted tens of thousands of investors from around the world, 
and confirmed that the Oracle of Omaha’s key messages have 
recurring themes.1 Here are four:

Don’t overlook the power of patience in investing. After a year of 
strong performance in the equity markets, it may be easy to forget that 
success in investing can often take time. Consider that even though 
Buffett has been investing since he was young, over 90 percent of 
his wealth was made after the age of 65.2 Time and the power of 
compounding continue to be the key drivers of wealth creation.

“The nature of compound interest is it behaves like a snowball 
of sticky snow. And the trick is to have a very long hill.” 

Invest with a view for the longer term. When Buffett invests in 
a company, he views himself as an owner and takes a thoughtful 
and longer-term view of its prospects. He worries less about 
what happens in the short term, and focuses on businesses that 
continue to have a competitive advantage over the longer term. 

“Nobody buys a farm based on whether they think it’s going 
to rain next year. They buy it because they think it’s a good 
investment over 10 or 20 years.”

Maintain self-discipline. Buffett has always said that temperament 
is key to investing. In this digital age, where we are constantly being 
fed news and opinion, Buffett reminds us that investing requires 
the ability to detach from the views of others and make decisions 
based on the facts. 

“You need to be able to look at the facts about a business, 
about an industry, and evaluate a business unaffected by what 
other people think. That is very difficult for most people…Don’t 
do anything in life where the answer is, “everybody else is doing 

it.” If you cancel that as 
a rationale for doing an 
activity in life, you’ll live a 
better life whether it’s in 
the stock market or any 
place else.”

Have a plan in place...and 
stick to it during good times 
and bad. Buffett has always emphasized the importance of having 
a plan in place to drive the investment process to prevent emotions 
from influencing decision making. In strong market times, such as 
those experienced this past year, it can help to prevent investors 
from taking undue risks due to the fear of missing out. Risk controls 
remain an important part of every investor’s wealth plan. In down-
market times, adhering to an investment plan can help investors 
avoid the urge to sell investments because of the pressure from 
others doing the same.

“To invest successfully over a lifetime does not require 
a stratospheric IQ, unusual business insights, or inside 
information. What’s needed is a sound intellectual framework 
for making decisions and the ability to keep emotions from 
corroding that framework.”

During the height of the pandemic, Buffett offered his views on 
overcoming the challenges, with a continued view of optimism for the 
future. These words may be worth reflecting on as we begin another 
year, with the hope that the worst of the pandemic is behind us:

“This is a terrible event. But there will be other things that happen 
in the world in the next 5, 10, or 20 years. That’s how the world 
works; it’s not a totally even course. The progress of mankind has 
been incredible and that won’t stop…there will be interruptions, 
but I also know that we’ll come out better on the other end.”

Thank you to Warren Buffett for allowing us permission to share his timeless wisdom. Please 
note that the material is copyrighted and has been used with permission of the author. 1. 
https://markets.businessinsider.com/news/stocks/warren-buffett-key-investing-tips-holding-
cash-patience-shares-business-2020-10-1029698894; 2. Based on shares of Berkshire 
Hathaway (BRK-A), 8/30/95: $25,300; 11/23/21: $434,921.

Keep Time on Your Side

“Greatness is not in where we stand, but in what direction we are 
moving. We must sail sometimes with the wind, and sometimes 
against it — but sail we must, and not drift, nor lie at anchor.” 

    — Oliver Wendell Holmes

Being invested can be one of the best ways to grow wealth over 
the longer term. Yet, after an extended period of gains, some 
investors may feel hesitant to put money to work in equity 
markets. While volatility was muted for most of 2021, let’s not 
forget that it is a normal part of equity markets. It is the price 
paid for the upside potential. 

Remember that time can be one of the investor’s best allies. 
If you have (grand)children learning about finances, the 
accompanying chart may be a worthwhile share. Even with 
modest returns, starting early and staying invested can yield 
significant wealth down the road. How about you? Do you have 

funds sitting idle that can be put to work for your future? The best 
investment opportunity is valueless unless we actually make use of it. 
Keep time on your side!

Starting at
Age 30

How Much Could You Have by Age 85? 
The Impact of Investing a Lump Sum of $55,000 at Various Ages 

$1,045,317

Starting at
Age 40

Starting at
Age 50

Starting at
Age 60

$611,961
$358,260

$209,737

Compounded at an annual rate of return of 5.5%. 
Assumes no taxes or inflation. Illustrative only.

Source: Calculation is based on $55,000 invested at a 5.5% compounded annual rate, for 55, 45, 
35, and 25 years, respectively.
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Are You Planning for Your Longevity?
With many Canadians now living longer, planning for our longevity 
has never been more important. When we create financial plans for 
our clients, one important component is factoring in the potential 
costs of future care. Have you given serious thought to your plan for a 
time when you may need long-term care (LTC)?  

It is also important for clients to revisit their plan and any assumptions 
they have made for future care as time goes on. The Covid-19 
pandemic reminds us why this may be important as it has caused 
some to re-evaluate their vision for care. The associated costs may 
also need to be adjusted. With an estimated tripling of Canadians 
over the age of 85 by 2050,1 it is expected that LTC services will 
continue to rise in cost.

If you don’t yet have a plan, here are some ideas on where to start: 

Determine the type of care you may need or want. Care means 
different things to different people. Preferences for quality of life are 
very personal, as are the types of custodial support one may feel 
comfortable with. Some may wish to remain in their own setting 
for as long as possible. Others may seek a community setting for 
companionship. However, regardless of the setting, we should plan for 
a time when we may not be able to care for ourselves. 

Consider the logistics of that care. Most in-home LTC is done by 
unpaid family caregivers. If you have children, are they going to 
participate in your care? Is this logistically possible? Have you asked for 
their perspectives? Providing care can have significant mental, financial 
and physical impacts on family. If you decide to seek care outside 
of your home, consider that this may not always be immediately 
available. Prior to the pandemic, wait lists for various publicly-funded 
LTC facilities, and some private facilities, were months or years long. 

How will you pay for it? Once you determine your preferences, you 
will need to plan for the potential costs. LTC costs are not insignificant 
by any means and may be surprising to many. The accompanying 
chart shows the average rental cost (not including care), which can be 
in upwards of $47,000 per year depending on province. In-home care 
can be even more costly, with specialized care running around $40 to 

$90 per hour,2 or $110,000 
to $260,000 per year.3 

One question we often 
hear: Will the government 
help? Government support 
is often limited to low-
income individuals. Yet, 
even if accommodation is 
subsidized, keep in mind that in this 
situation you may not have much 
choice on the type of care received.

Oftentimes, reviewing a financial 
plan reveals that many investors 
have enough assets to cover a 
period in which LTC may be needed. 
Beyond self-funding, there may also 
be planning tools to support the 
cost. Insurance may be one solution. 
The number of pure long-term 
care insurance policies has declined 
over recent years, partly due to 
high claims rates. This has also led to increasing premiums. However, 
hybrid products, typically a critical insurance or disability policy with a 
long-term care conversion option, or an annuity with a long-term care 
product, may be cost-effective alternatives to pure LTC policies. 

Write it Down
Like a financial plan, committing your objectives to paper can be a 
worthwhile exercise. You can discuss your plan with those you are 
close to, making sure it is practical in the context of resources, abilities 
and responsibilities to others. The end goal should be to establish a 
road map to guide your thinking and ensure your wishes for future 
care are known. As advisors, we can work with you to ensure your 
broader wealth plan considers your vision for your future care.
1. The Future Co$t of Long-Term Care in Canada, National Institute on Ageing, Oct. 2019; 2. https://www.
sunlife.ca/en/tools-and-resources/money-and-finances/understanding-health-insurance/five-things-to-
know-about-long-term-care-insurance/; 3. Based on 8 hours per day, 7 days per week for 52 weeks.

Average Rents for Standard 
Senior Spaces by Province, 2021
Province Monthly Annually
BC $3,541 $42,492
AB $3,404 $40,848
SK $3,116 $37,392
MB $2,844 $34,128
ON $3,999 $47,988
QC $1,922 $23,064
NB $2,621 $31,452
NS $3,366 $40,392
PEI $3,237 $38,844
NFLD & LB $2,701 $32,412
Average $3,075 $36,901

Source: CMHC, 2021.
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