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THE GOLDEN YEARS: MORE GOLDEN

Chances are “you might live longer than you
think.” This was the longevity message of a Wall
Street Journal article earlier this year." Indeed, we
areliving longer and healthier lives — half of those
born today are expected to live to the centenarian
age of 1002 And, though the average Canadian's
life expectancy is around 82, if you reach the

age of 75, youre likely to live until age 87. Our life
expectancy increases as we get older 2

Notably, this points to the importance of wealth
planning to ensure that our funds have similar
longevity. This is challenged by the ongoing
trends of declining workplace pensions, the
growing costs of dependents, the potential high
costs of health care later in life and ambiguous
government support — though actions like the
CPP reforms, with more changes set to begin in
2024, are expected to make a marked difference
to future retirees, especially those who haven't
been able to make wealth planning a priority.

The good news? Retirees today appear to be
doing a pretty good job. A study from Statistics
Canada suggests that recent retirees have
experienced greater income growth and
maintained more of this income in retirement
than ever before. Their conclusion: The “golden
years of retirement have become more golden.

As wealth advisors, preparing our clients
financially for the future — including an extended
one — remains a key focus. Whatever your

plans for the golden years, the ability to make
choices for the activities you wish to pursue is
important. You may choose to continue working,
but wouldn't it be nice to do so on your own
terms, not by financial need. Or you may wish
retirement to resemble an extended vacation.
The common thread should be to have the

financial wherewithal to allow you to decide.

The $1.7 Million Head Start

According to many Canadians, this is the amount
of savings we feel is needed to retire.> Consider
that a 20-year-old investing $125 per week for 25
years, at a rate of return of 6 percent, would have
around $378,000 by the age of 45. But, leaving
this amount to compound at the same rate
would yield $1.7 million by age 70. This is our way
of pointing out that even a modest investment
program can result in significant outcomes over
time. Just imagine the head start a young person
would have in retirement with an “extra” nest
egg of $1.7 million. A bit of discipline, consistent
savings and an investing program that relies on
relatively modest contributions each year could
steadily progress towards this goal over time.

For those of us further down the road, the
principles remain the same: having a sound

plan, contributing consistently and having the
determination to follow through. The tactics may
occasionally need to change to meet the prevailing
market conditions, or we may need to fine-tune
your plan, but don't overlook the importance of

a commitment to your plan. It has been built to
return dividends down the road. And even if you
are living through retirement, it is a good reminder
that the road ahead may still be a long one.

As we enter the final months of the year, autumn,
the season of change, is a reminder that time
changes all things — perhaps even our financial
obligations or goals. If a review is in order, or

if there are investing actions you need to take
bfefore year end, please get in touch.
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U.S. CREDIT RATING: RECENTLY DOWNGRADED

CREDIT SCORES: WHEN WAS THE LAST TIME YOU CHECKED?

It has been said that “there are two things you should never be without:
your reputation and your credit rating. You can destroy them both in an
instant and spend the rest of your life trying to get them back.”

Over the summer, the long-term credit rating of the world's largest
economy was downgraded for only the second time in history. Fitch
downgraded the U.S. rating from AAA to AA+. A country’s credit rating

is an independent assessment of the country's creditworthiness, which
can give investors insight into the level of risk associated with a nation's
debt, as expressed by a letter system. Canada maintains a similar credit
rating to the U.S. of AA+ (Fitch). A downgrade is generally seen as a
signal of concern about a nation’s creditworthiness. However, given the
suggested political “dysfunction” over the spring debt ceiling debate, the
recent downgrade may be less related to the U.S!'s ability to pay its debt
and more related to its willingness to do so.

This is a good reminder that, as individuals, we also have “credit ratings,”
as expressed through our credit score — a numerical range between
300 and 900, with a score of over 700 considered as good. The two
main Canadian credit bureaus, Equifax and TransUnion, keep track

of your credit through public records of lenders like banks, collection
agencies and credit card companies and assign a score based on your
credit history and your ability to pay bills on time and in full.

When was the last time you checked your score? There may be
reasons to make this a priority, especially if you haven't checked lately.

Establishing good credit can take time. One common issue seen

with older couples is that one spouse &% ¥#
may have a good credit rating, but the 17‘
other will have none. If the spouse with

the good credit rating passes away, the
other often has difficulty qualifying fora i
loan or obtaining a credit card. Building
a good credit score takes time.

You may uncover or protect / / &
against fraud. Periodically accessing

a credit report may be valuable not

just to check your credit score, but also to help guard against identity
theft. A credit report may list accounts that you haven't opened,

which may uncover possible fraud. The credit bureaus also offer
monitoring services that can notify you if there are changes to your
credit position. You can also add security measures, such as a fraud
alert, when financial providers issue new credit in your name. Some of
these services incur fees, but the cost may be worthwhile as fraudulent
activity becomes increasingly sophisticated.

Your credit score matters. Many young people may have limited
experience with credit and do not realize that having a good credit
history can make life easier. It is important because your score
determines how lenders assess your credit capacity — the higher the
score, the greater the likelihood that you'll be approved for mortgages,
loans or credit. It is also often checked when applying to rent a property
and is sometimes checked during the job application process.

DOLLARS AND SENSE

CONSIDER MAKING INVESTMENTS MORE TAX EFFICIENT

Just as investments benefit from compounded growth over time, the
associated taxes on income and gains can accumulate to become
significant. Recall the different ways that investment income is taxed in
non-registered accounts. Interest income is fully taxable at the investor's
marginal rate. Capital gains are taxed at half of this rate, since only half

of the capital gain is taxable. Eligible dividend income from Canadian
corporations generally attracts a tax rate somewhere in between the two.

How much of a difference can this make? The table illustrates four
scenarios (A to D), each involving an investment of $88,000 in Year O
and a rate of return of 6 percent annually compounded over 25 years.
In Aand B, tax is paid each year at different rates based on the type

of income earned: interest and dividends. In C, taxes are deferred so
there is no annual tax, but tax is paid at year 25 when capital gains are
realized. In D, there is no tax; funds grow in a Tax-Free Savings Account
(TFSA). After 25 years, the difference in the after-tax value is significant.

As such, itis prudent to consider making investments more tax efficient,
where possible. In brief, here are a handful of ideas:

1. Fully maximize tax-efficient accounts. Don't overlook the
benefits of tax-free and tax-deferred growth through TFSAs and RRSPs.

2. Optimize asset location. Different types of income may be taxed
differently based on the type of account the income is generated from. By
consolidating assets, a comprehensive view can help to better optimize
asset location across all accounts while maintaining a balanced allocation.

3. Consider tax-efficient investing alternatives. Some types of
investments have tax-advantaged attributes. Mutual funds, REITs,

limited partnerships and others may provide return of capital (ROC)
distributions that are not a taxable receipt. With increased interest

in Guaranteed Investment Certificates (GICs), some investors have
considered high-quality bonds trading at a discount, which have both
an income and more favourably taxed capital gains component.

4. Explore other tools. There may be other tools that can help defer
tax, such as an individual pension plan (IPP) that allows business owners/
executives tax-deferred contributions to build retirement income. Those
looking to pass a company to the next generation may use an estate
freeze to lock in the tax liability at death based on today’s business value.

For a deeper discussion, or for more ideas, please contact the office.
How Different Taxes Can Affect After-Tax Values (lllustrative)

Year A: Interest g“ﬁlc;%':clﬁ C: Capital Gains D: TFSA
Taxed Annually Tax Deferred  No Taxation

Tax Rate  50.25% 35.02% 25.13% —

0 $88,000 $88,000 $88,000 $88,000

1 90,627 91,431 93,280 93,280

5 101,942 106,545 117,764 117,764

10 118,092 128,998 157,595 157,595

15 136,801 156,183 210,897 210,897

20 158,474 189,097 282,228 282,228

25 183,581 228,948 377,685 377,685
Amount Paid in Tax 96,544 75,967 72,784 —

Difference (% of D) 49% 61% 81% 100%

Based on 6% annualgrovvth. Tax rates are based on the average of 2023 combined
federal, provincial and territorial personal marginal tax bracket at $250,000 of ordinary
income, eligible dividends or capital gains: 50.25%, 35.02% and 25.13%, respectively.
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KIDS ARE BACK IN SCHOOL

YOU ASKED: SHOULD I OPEN THE RESP FOR A GRANDCHILD?

How has the cost of an education grown over time? A look back at

the historical cost of undergraduate tuition provides some insight. For
those who went to university in the 70s and 80s, tuition was largely

in the hundreds of dollars. Today, average undergraduate tuition has
exceeded $7,000, and once room and board, as well as other supplies,
are factored in, the cost can be upwards of $30,000 per year.

Itis, therefore, not surprising that many grandparents are now
considering supporting the cost of a grandchild's education through the
use of the Registered Education Savings Plan (RESP). The RESP offers
many benefits: tax-deferred growth within the plan, earnings taxed

at the child's tax rate when eventually withdrawn and, of course, the
Canada Education Savings Grant (CESG) — funds paid into the plan by
the federal government, potentially adding an additional $7,200 per
qualified beneficiary.

While grandparents can open the RESP
as the “subscriber” for the benefit of a
grandchild, there may be unintended
conseguences in certain situations. Here
are three, along with some potential
mitigating alternatives:

What if the child opts not to pursue
higher education? If the RESP will

not be used for qualifying educational
purposes, it may be possible to transfer
up to $50,000 of the RESP's accumulated income to the subscriber’s
RRSP, if contribution room is available. However, grandparents over
71 years old will not hold the RRSP and there are likely to be tax
implications. Alternative: One approach might involve grandparents
setting up a family plan with multiple beneficiaries (such as the
grandchild's siblings or cousins). If one beneficiary chooses not to
pursue a qualifying education, the plan’s funds can benefit other

If you are...
20 years old
40 years old

50 years old
60 years old

70 years old

Based on Statistics Canada Table 37-10-0150-01. Assumes that the
median age at graduation is 24.8 years old for a four-year program.

“Let me tell you about how it was back in my day...”
Undergraduate tuition was...

beneficiaries. Another alternative
would be for the parents to set up
the RESP and have grandparents gift
funds as contributions.

What if you relocate from Canada?
If the RESP subscriber decides to

retire outside of Canada, there may

be tax repercussions. For instance, in
the U.S, the IRS doesn't recognize the
RESP's tax-deferred status and views

it as a foreign trust. Consequently, the annual income and grants
earned within the RESP would be subject to U.S. taxation for the
subscriber. Alternative: Before leaving Canada, transferring the RESP
to a new one with a Canadian-resident
subscriber but the same beneficiary
may be a prudent move.

What occurs in the event of death?
Many incorrectly assume that, upon
death, RESPs are treated in the same
manner as RRSPs and bypass the
subscriber's estate. However, generally,
if there's no surviving joint subscriber
or alternate arrangement, the RESP
assets become part of the deceased
subscriber’s estate. This means that the
plan will be collapsed, triggering tax implications for received income
and grants, and the value will become part of the estate property, to
be distributed to the estate’s beneficiaries. These beneficiaries may not
be the same as the RESP beneficiary. Alternative: To ensure the RESP's
original intent, instructions for the RESP can be directed within the last
will, such as naming a replacement subscriber.

$7,076 (for 2023/2024)
$3,711 (in 2003)
$1,872 (in 1993)

$863 (in 1983)

$534 (in 1973)

HAVE YOU MADE ESTATE PLANNING A PRIORITY?

THE GREATEST WEALTH TRANSFER IN HISTORY IS HERE

As some of the youngest Baby Boomers turn 60 this year, and the oldest
approach 80, the greatest intergenerational wealth transfer is now in
motion. It is expected that over $71 trillion of wealth will be transferred

to Canadians — a number that has grown with the price growth in the
financial and housing markets.! Consider that the S&P/TSX Composite
Index Total Return is up by over 3,000 percent since the start of 19831

Mirroring the distribution of wealth, this transfer is expected to
disproportionately affect higher-income households. In Canada, the top
20 percent of households hold more than two-thirds of all net worth,
compared to the bottom 40 percent, which hold just 2.8 percent.?

Have you prepared for your own wealth transfer? Back in 2017, a
survey suggested that only 22 percent of high-net-worth Canadians
had a detailed plan to pass along assets, though nearly 60 percent
were not confident in their children's ability to preserve or grow their
inheritance. One of the more positive outcomes of the pandemic
appeared to be that more Canadians were influenced to put a greater
focus on estate planning, at least when it came to the basics of
preparing a will.> However, a recent Angus Reid poll suggests this may
not be the case: the statistics about wills haven't significantly changed.

As the costs of living, housing and raising families continue to surge, for

many investors the tactics of estate planning may also be evolving. Some
are pursuing a “giving while living” strategy. Others are using insurance
or trusts to help support future generations and create a lasting legacy.
If you have yet to give your estate plan the thought it deserves, why not
make this a priority before year end? It has the potential to enhance
your overall wealth management and can be one of the greatest gifts

you leave for your loved ones. For ideas on where to start, please call.

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. /TSX Composite Total Return Index 12/31/82 - 2,562.85; 8/1/23 - 81,166.08; 3.
https://www150.statcan.gc.ca/n1/daily-quotidien/221 OOB/dq221 003a-eng.htm; 4. 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;

5. www.newswire.ca/news-releases/pandemic-inflienced-canadians-to-prepare-estate-
planning-documents-832378633.htm

Pre and Post Pandemic: Do You Have a Will in Place?
(Investors with $100K+ of Income)

45%

44%

43% | 2023

I 2018

“Yes | have an
updated will”

https://ar&gusreid.org/vvp—content/u loads/2023/03/2023.03.07_Wills_tables.pdf; http://

“Yes, but my will is “No”
not updated”

angusreid.org/wp-content/uploads/2018/01/2017.12.21-Will-ReleaseTables.pdf
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ESTATE PLANNING: START WITH YOUR OBJECTIVES —

EIGHT QUESTIONS TO ASK

Estate planning is an important consideration for every investor's
wealth plan. We often talk about the importance of the mechanics of
the estate plan, such as the use of wills, power of attorney, insurance,
trusts and ownership of assets. These are fundamental in helping

to protect, manage and distribute assets both during your lifetime
and after you are gone. However, before putting these in place, an
important first step is to establish your estate planning objectives.

Why? We can often have very unique visions for our legacy. For some,
it may be to support the next generation in gaining skills or fuffilling
educational goals to carry on a family business or legacy. Or, there
may be philanthropic goals that involve supporting charities or causes
that an individual believes are important. Still, for others, maintaining
family harmony once gone may be the prime objective.

What Are Your Estate Planning Objectives?

As you contemplate your own estate plan, consider the importance of
defining your current and future objectives. Keep in mind that these
may change with the passage of time and especially in light of major
life events such as marriage, divorce, births and death. As such, you
may wish to revisit your objectives from time to time to make sure
they reflect your current thinking.

Here are eight questions to ask that may help start the thinking
process or clarify your objectives. They may also prompt changes to
an existing estate plan:

1. What do you want your money to achieve during your lifetime
and after you are gone?

2. Will family be able to maintain their current lifestyle if you are
no longer able to contribute?

3. Who do you wish to be your primary beneficiaries? Have you
considered secondary beneficiaries in the event of changes to
your primary beneficiaries?

4. How long do you intend to provide support to beneficiaries?

5. Are there assets of significant value (dollar value and

sentimental value) that need to be addressed, such as a family
business or family vacation property (cottage or cabin)?

6. Do you need to structure your assets to limit exposure to
potential liabilities — i.e., former spouses, creditors, or future
family controversy? Or perhaps beneficiaries need support to
manage assets to ensure their longevity.

7. 1s there a charity or cause that you wish to support so that you
can leave a lasting legacy?

8. Who will administer your estate?

One of our roles is to help support your longer-term wealth goals as
they relate to your estate planning objectives. We are here to work
alongside estate planning specialists as you plan for your legacy, so
please don't hesitate to call.

1. https://ca.rbcwealthmanagement.com/elineskyschuett/blog/3487538-Three-myths-
abck)]ut—estaﬁte—planning; https://angusreid.org/canada-will-testament-intestate-dying-
without-will/

The Benefits of a Comprehensive Estate Plan

Once you have established your objectives, building a
comprehensive estate plan has the potential to achieve many
benefits, including;

*  Helping to ensure that the people you care about are
protected, as intended

*  Protecting your assets from unintended beneficiaries
or creditors

+  Limiting expenses, such as minimizing taxes or reducing
other expenses of the estate

*  Helping to minimize the potential for conflict or dispute

«  Simplifying or speeding up the transition of assets

*  Reducing the stress or administrative burden on
loved ones

¢ Creating a legacy
*  Allowing you to more fully enjoy your assets today

The information contained herein has been provided for information purposes only. Graphs, charts and other numbers are used for illustrative purposes only and do not
reflect future values or future performance of any investment. The information has been provided by J. Hirasawa & Associates and is drawn from sources believed to be reliable.
The information does not provide financial, legal, tax or investment advice. Particular investment, tax, or trading strategies should be evaluated relative to each individual's
objectives and risk tolerance. This does not constitute a recommendation or solicitation to buy or sell securities of any kind. Market conditions may change which may impact
the information contained in this document. Wellington-Altus Private Wealth Inc. (WAPW) and the authors do not guarantee the accuracy or completeness of the information
contained herein, nor does WAPW, nor the authors, assume any liability for any loss that may result from the reliance by any person upon any such information or opinions.
Before acting on any of the above, please contact me for individual financial advice based on your personal circumstances. WAPW is a member of the Canadian Investor

Protection Fund and the Investment Industry Regulatory Organization of Canada.

© 2023, Wellington-Altus Private Wealth Inc. ALL RIGHTS RESERVED. NO USE OR REPRODUCTION WITHOUT PERMISSION.

www.wellington-altus.ca

If you no longer wish to receive commercial electronic messages from Wellington-Altus Private Wealth Inc., please send an email to unsubscribe@wprivate.ca
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