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-  I N V E S T M E N T  -

I N S I g h T

“A new technology bids to transform the human 
cognitive process...redefine human knowledge, 
accelerate changes in the fabric of our reality and 
reorganize society.” These are the words of Henry 
Kissinger on the age of artificial intelligence (AI) 
and the potential impact of ChatGPT — the 
AI chatbox that has taken the world by storm. 
Indeed, the evolution of AI is a reminder that 
change can come thick and fast.

Likewise, in investing, we are never immune to 
change. In recent times, we’ve seen the effects 
of rapid changes in inflation and interest rates 
on the financial markets. Respected investor 
Howard Marks suggests we are in the midst of a 
“sea change,” a departure from a low-interest rate 
environment that provided a tailwind for decades. 
In his view, higher interest rates and inflation are 
likely to remain the dominant considerations 
influencing investing for the years ahead.

These haven’t been easy times for investors. As 
the central banks continue their fight against 
inflation, much of the recent market movement 
was driven by uncertainty over the path forward 
for interest rates. To start the year, stronger 
economic news was perceived as bad news by the 
markets, creating worries that the central banks 
would continue raising rates. Now, new jitters 
have emerged as a result of the recent collapse of 
Silicon Valley Bank in the U.S. — a harsh reminder 
that the aggressive rate hikes by the central banks 
were likely to have consequences. 

For now, we can expect continued volatility. 
While it may be hard to see beyond today, we 
will emerge on the other side of this difficult 
period. Every financial cycle differs from those 
that came before and each comes with its own 
challenges. Throughout time, the companies 

that have succeeded in meeting the challenge 
of change have been rewarded with higher 
stock prices. And, over time, in spite of the many 
changes, economies have continued to grow, 
demonstrating our collective ability to adapt and 
advance. This time is no different.

Moreover, the evolution of AI should remind 
us of the human pursuit to innovate, which has 
been a key driver of growth throughout time. 
Business cycles have operated under long waves 
of innovation, with new waves emerging as 
the markets are disrupted by new innovation. 
Earlier revolutions, such as those sparked by 
the development of railroads, electricity and the 
automobile ignited upwaves of economic growth 
that lasted for many decades. Consider the impact 
of the global petroleum industry or the assembly 
line introduced by Henry Ford — the latter 
changed global manufacturing processes forever. 

Despite the many changes, some things remain 
the same. The principles of longer-term investing 
success haven’t changed: having a carefully 
constructed investment plan to guide us, with 
consideration of risk, value, quality, diversification, 
tax and personal objectives, and the patience to 
see through more challenging periods. 

At the same time, investors should not overlook 
the value of thoughtful analysis and evaluation. 
These skills should be trusted to guide us through 
the longer term as we endure these periods of 
inevitable change. Sound portfolio management 
involves continuously assessing the changing 
landscape and the potential opportunities to 
come, all while balancing the risks involved. This 
is one of the roles we fulfill as advisors as we 
navigate the changing times.
1. Henry Kissinger, Wall Street Journal, Opinion, Feb. 25, 2022, p. A13.
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Renowned investor Warren Buffett is well known for saying, “our favourite 
holding period is forever — When we own portions of outstanding businesses 
with outstanding managements, we expect to hold them for a long time.”1 
Yet, despite his words of wisdom, consider how the average holding 
period for stocks has changed over time. For the NYSE, back in the 1950s, 
the average holding period was 100 months, or 8 years. By 1990, this 
dropped to 26 months. And today, it is closer to 5.5 months!2

What has caused this decline? Technology has been one of the biggest 
drivers. Up until the 1970s, trading systems were not automated, which 
limited the number of trades that could be processed each day. The 
chart below shows how trading volume has grown over time. Technology 
has also significantly lowered the cost of transactions. And, with the 

connectivity of the internet, it has 
enabled investors of all kinds to 
trade, with information widely 
distributed and easy to access. 
Yet, history shows that when it 
comes to investing, the longer 
your ability to focus, the better. 
Why? The variability of equity 

market performance smooths out substantially as the investing period 
grows. The graph shows the range of outcomes for the best and worst 

annualized returns of the S&P/TSX Composite Index (not including 
dividends reinvested) from 1970 to the start of 2023. These figures 
were calculated using rolling monthly returns. Over one-year periods, 
the variability is substantial: historically, you could have experienced 
a variation in annual returns of between -42.1 percent and +79.0 
percent! However, as the time horizon extends to decades, the range 
of outcomes narrows significantly and the likelihood of negative returns 
also diminishes.    
During volatile 
times, for some 
investors it may be 
difficult to maintain 
a longer-term view. 
But, the long and 
the short of it is that 
by extending a time 
horizon, historical 
probabilities 
continue to favour 
the long-term 
investor. 
1. https://www.berkshirehathaway.com/letters/1988.html; 2. New York Stock Exchange 
data from https://www.visualcapitalist.com/the-decline-of-long-term-investing/

p e r s o n a l  i n c o m e  t a x  s e a s o n  i s  h e r e

Are You Doing All You Can to Save Tax?
It is personal income tax season, a time when many of us are focused 
on keeping as much of our hard-earned dollars as possible. As we deal 
with receipts and returns, it may be a good reminder that we should be 
doing all we can to minimize taxes. Here are some actions to consider:

Take Advantage of the Deductions and Credits Available — Tax 
law changes each year. If you prepare your own tax returns, be aware 
of these changes. You may also consider the support of an expert to 
assist with your tax return to ensure you are taking full advantage of 
the credits/deductions available. This can also provide continuity in 
the event something were to happen to you or a spouse. Encourage 
younger folks to file a tax return if they have generated income, even 
if it is below the basic personal exemption, so that they can generate 
Registered Retirement Savings Plan (RRSP) contribution room. 

Maximize Tax-Advantaged Accounts — Have you fully contributed 
to your RRSP and Tax-Free Savings Account (TFSA)? Recent statistics 
suggest many of us aren’t doing so (see page 3). If you need support, 
consider setting up a monthly contribution plan for your RRSP or TFSA. 
If you are working, filing Canada Revenue Agency (CRA) form T1213 
Request to Reduce Tax Deductions at Source may decrease withholding 
taxes on your paycheques as a result of your RRSP contribution. 

Optimize Asset Location — The location in which you hold certain 
types of assets can make a difference. Different types of income — 
interest, dividends, capital gains — may be taxed differently depending 
on the type of account from which income is generated. For example, 
if you hold foreign investments that pay dividends in a non-registered 
account, you may receive a foreign tax credit for the amount of foreign 
taxes withheld. If the same asset is held in a TFSA, no foreign tax credit 
is available. By having a comprehensive view of your assets, there may 
be opportunities to optimize asset location across different accounts.

Plan with Your Spouse — If you 
are part of a spousal/common-law 
partner unit with a higher-income 
and lower-income earner, there may 
be income-splitting opportunities. For 
instance, if you expect your spouse 
to have significantly less income than 
you in retirement, there may be an 
opportunity to contribute to a spousal 
RRSP for the low-income spouse. Or, 
retirees may be able to split eligible pension income on their tax returns 
or elect to split Canada Pension Plan benefits.

“Reduce” Your Refund — If you receive a tax refund from the CRA 
on a regular basis, this shouldn’t be a cause for celebration. You’re 
effectively providing an interest-free loan to the government. Instead, 
consider completing a new TD1 form with your employer, the form 
used to calculate how much tax to deduct from your paycheque. 
You may also file CRA form T1213 if you know you’ll have significant 
deductions in a given year. This will reduce the tax taken from your pay.

If Over 64, Consider Opening a Small RRIF — The pension income 
tax credit kicks in at age 65, allowing for a tax credit on up to $2,000 
of eligible pension income. If you don’t have eligible income, consider 
setting up a small Registered Retirement Income Fund (RRIF) for the 
year you turn 65 (or sooner if you’re widowed) to create pension 
income. You don’t have to convert your RRSP to the RRIF until the year 
you turn 71, but this way you can still claim the pension tax credit.

These are just a handful of ideas to help minimize taxes. As always, seek 
the advice of a professional tax advisor as it relates to your personal 
situation. Saving tax is an all-year exercise; consider taking action today!

i n v e s t i n g  p e r s p e c t i v e s

Longer-Term Investing: The Long & Short of It

NYSE Trading Volume History

Year
NYSE Avg. Daily 

Trading Volume (# 
Shares)

1886 1m
1982 100m
2020 1,000m

https://www.visualcapitalist.com/the-decline-of-long-term-investing/
s&p/tsx composite index monthly returns (not including 
dividends reinvested), 12/69 to 1/23.
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We aren’t doing a good job fully maximizing TFSA contributions — even 
the wealthiest Canadians appear to be overlooking the opportunity! 
The latest reports suggest that only nine percent of TFSA holders have 
maximized available contribution room.1 For those earning $250,000 
or more, only about 30 percent of holders had fully contributed, with 
an average unused contribution room of around $22,000. During 
tax season, we often try our best to reduce our taxes as much as 
possible, so it’s hard to understand why more Canadians don’t take full 
advantage of the TFSA. As of the start of 2023, eligible Canadians can 
contribute $88,000 (for those yet to open a TFSA). 

Are you taking full advantage of the TFSA? Beyond the significant benefit 
of growing funds on a tax-free basis, here are some additional reasons 
why the TFSA is an important planning tool:

Transferring Wealth While Alive — The TFSA may help to gradually 
transfer wealth to beneficiaries while you are alive. Gifted funds can 
be used by adult children to contribute to their own TFSA, which can 
grow over time. Transferring wealth while alive can simplify an estate 
and potentially minimize taxes. However, keep in mind that once assets 
have been gifted, you will have no control over the funds.

Approaching Retirement: RRSP/RRIF Meltdown Strategy — There 
may be benefit in gradually drawing down RRSP funds as you approach 
retirement, or RRIF funds. One significant reason is if you are in a lower 
tax bracket than you will be in future years. A strategy may be to use 
RRSP/RRIF withdrawals to fund TFSA contributions. As the TFSA grows, 
this tax-free income can augment or replace RRIF withdrawals later. At 
death, these funds can pass entirely to heirs; residual RRSP/RRIF income 
would potentially be subject to the highest marginal tax rates. 

Funding Retirement — The TFSA can 
help optimize retirement income and 
cash-flow streams. TFSA withdrawals 
aren’t considered taxable income 
so they won’t affect income-tested 
benefits such as Old Age Security. 
TFSA withdrawals can also help with 
tax planning. For example, if you need 
funds but generating RRIF income 
will put you in a higher marginal tax 
bracket, you may be able to minimize tax by withdrawing only the 
required RRIF amount and using TFSA withdrawals to supplement 
income. On the other hand, if your marginal tax rate is lower than you 
expect in the future (or at death), funds in excess of the RRIF minimum 
requirement may be withdrawn and put into a TFSA where they can 
continue to grow. This may reduce your overall lifetime tax bill. The TFSA 
can also supplement cash flow if a retiree chooses to defer Canada 
Pension Plan benefits. 

Your Estate Plan — The TFSA can play a valuable role in your estate 
plan. At death, an individual is deemed to have sold their capital property, 
generally resulting in taxes owing on capital gains. However, the TFSA is 
an exception to this rule and gains made on TFSA assets generally will not 
be taxed. Consider that even a lump sum investment today of $88,000 
would result in over $250,000 in 20 years at a compounded rate of 5.5 
percent — not an insignificant bequest by any measure!

The bottom line? Ensure you have fully contributed to your TFSA!
1. Based on 2019 data released in 2021. This may have changed based on the bull market in 2021. 
https://www.canada.ca/content/dam/cra-arc/prog-policy/stats/tfsa-celi/2019/table1c-en.pdf

i n v e s t i n g  i n  “ t a x - s m a r t ”  W a Y s

Have You Maximized Tax-Advantaged Accounts?

p r o t e c t i n g  Y o u r  p e r s o n a l  F i n a n c e s 

Be Aware of Evolving Scams
Financial scams continue to be on the rise and the level of sophistication 
is growing.1 Phishing attacks, where deceptive messages fool victims into 
providing sensitive information, are increasingly using multiple channels 
concurrently to target victims, such as phone calls, voicemail, text or 
email. Scammers leave a voicemail or send a text about an email or call 
they just made, to add credibility or increase the urgency of the request. 

One of the newer financial scams, “pig butchering,” involves scammers 
building longer-term relationships with victims online or via text, 
eventually convincing them to invest using websites that look like 
legitimate trading platforms. Victims are then tricked into thinking their 
investments are making money and are encouraged to invest more; a 
strategy called “fattening up the pig.” This scam was initially associated 
with cryptocurrencies, but has since evolved to focus on the gold market.2

In brief, there are often common signs that may indicate a scam:
It seems too good to be true. This may be as unassuming as an 
unexpected money transfer sent to your email address. Or, it may be as 
sophisticated as an investment opportunity that offers significant returns. 
If it appears too good to be true, it likely is.
Personal/financial information is requested. Be wary when 
personal or financial information is requested or asked to be confirmed. 
A credible financial institution is unlikely to ask for this. 
There is a sense of urgency. Many scams pressure individuals to act 
immediately or focus on lost opportunity or penalties to evoke fear.

There is secrecy or you are made to feel guilty. Some scams try to 
evoke feelings of guilt or shame; others prey on loneliness or isolation. In 
many cases, you may be asked to keep matters secret.

It goes without saying that we should all maintain a sense of vigilance 
when it comes to sharing our personal information. Not responding is 
often one of the best ways to stay safe. Don’t answer a call if you don’t 
recognize the caller; often a scammer’s goal is to find out if a phone line is 
active. Never respond to emails, text messages or social media requests 
from unknown sources. If you aren’t certain if the situation is credible, 
double check. An internet search can often determine if others have 
received similar messages/calls. Or, if a source claims to be a legitimate 
company, try calling a general number found on the internet.

There are also tools available that can add an additional layer of protection. 
Anti-phishing software and other cyber security tools can help protect 
against potential attacks. Many mobile phone companies now offer “call 
control” that can help to screen out robo-callers or other spammers. 

Most important, stay updated by educating yourself and others who 
may be vulnerable about evolving scams and new targeting methods. 
Many online resources report the latest scams and offer ways to protect 
against fraud: Better Business Bureau, www.bbb.org/ca/news/scams; 
Canadian Anti-Fraud Centre, www.antifraudcentre-centreantifraude.ca
1. https://www.cnbc.com/2023/01/07/phishing-attacks-are-increasing-and-getting-more-
sophisticated.html; 2. https://www.consumeraffairs.com/news/fools-gold-the-story-behind-a-fake-
gold-market-pig-butchering-scam-021523.html

https://www.canada.ca/content/dam/cra-arc/prog-policy/stats/tfsa-celi/2019/table1c-en.pdf
www.bbb.org/ca/news/scams
https://www.antifraudcentre-centreantifraude.ca/index-eng.htm
https://www.cnbc.com/2023/01/07/phishing-attacks-are-increasing-and-getting-more-sophisticated.html
https://www.cnbc.com/2023/01/07/phishing-attacks-are-increasing-and-getting-more-sophisticated.html
https://www.consumeraffairs.com/news/fools-gold-the-story-behind-a-fake-gold-market-pig-butchering-scam-021523.html
https://www.consumeraffairs.com/news/fools-gold-the-story-behind-a-fake-gold-market-pig-butchering-scam-021523.html
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What is your “cognitive life expectancy?” One study suggests that, on 
average, brain health declines around 12 years after the age of 65.1

This means that once we reach an average life expectancy, we are likely 
to experience cognitive decline. Those over age 85 have a one-in-four 
likelihood of suffering from some form of dementia.2 And yet, many 
of us do not plan for incapacity. The power of attorney (POA) is one 
important part of this planning, yet it has sometimes been referred to by 
estate planners as the “ignored middle child of estate planning.” While 
the names/obligations vary based on province of residence, generally 
two types of POA are intended to protect you should you become 
incapacitated: i) POA for property, which includes managing finances 
and other assets on behalf of the incapacitated; and ii) POA for personal 
care, which includes making healthcare and end-of-life decisions.

Even if a POA exists, there is the potential for future complications. 
There may be a situation in which the attorney (the person designated 
to make decisions under the POA) may not be in a position to act. In 
this case, you will want to name a contingent attorney who can step in. 
Also consider family dynamics and disharmony that may arise. Here are 
some other complications:

Failing to discuss personal wishes or provide specific 
instructions. Communicating wishes with family members and 
your attorney while still capable can go a long way to preserve 
harmony and ensure your wishes for your property and personal 
care are carried out. Recent surveys suggest the vast majority aren’t 
having these critical discussions. In one unfortunate case that led to 
litigation, two brothers couldn’t agree on the type of care for their 
mother — one wanted life-prolonging care while the other wanted 
hospitalization only for comfort.3

Conflict between multiple attorneys. Many parents may feel 
a need to treat children fairly by jointly naming them as attorneys; 
however, the greater the number of attorneys appointed, the greater 
the opportunity for conflict.   

Attorneys have not been updated. While all estate planning 
documents should be reviewed following a change that may impact 
your estate plan, there may be other circumstances in which 
changes may be required. With the POA, updates may be needed 
to address the incapacity or death of a named attorney. Consider 
also the complications if an appointed attorney moves outside the 
country, i.e., a non-resident attorney for property may be subject to 
rules that prohibit a financial advisor from receiving instructions.  

Underestimating the cost of care. Keep in mind that the appointed 
attorney for personal care is not personally responsible for funding the 
financial obligations for any desired care. If the associated costs are 
not planned for, alternate care may need to be considered, possibly 

against the individual’s wishes. Often overlooked is the cost of care 
associated with incapacity, such as long-term care (LTC), which averages 
around $36,000 per year for a private room at a LTC facility, or in excess 
of $130,000 at home.4 Planning for this care can help protect family 
members from unexpected financial burden, as often when children 
are appointed under the POA, they may feel pressure to contribute.

How We Can Help

It is important to have updated POA documents as part of planning for 
incapacity. As advisors, we can provide other safeguards to help protect 
you in the event of incapacity. One such tool is the trusted contact 
person (TCP) — someone that you have authorized your advisor to 
speak to if there are concerns. Also important is building the potential 
costs of care into your wealth plan. This may include exploring tools, 
such as supplementary insurance options. As always, we recommend 
seeking the advice of an estate planning professional when it comes to 
estate planning documentation.
1. www.washingtonpost.com/national/health-science/research-shows-that-the-prevalence-
of-dementia-has-fallen-in-the-united-states/2018/06/15/636d61ac-6fd1-11e8-bf86-
a2351b5ece99_story.html; 2. www.cihi.ca/en/dementia-in-canada/dementia-in-canada-
summary; 3. White v White, 2017 ONSC 4550; https://www.canlii.org/en/on/onsc/
doc/2017/2017onsc4550/2017onsc4550.html; 4. Based on $33,349/year (2021), grossed 
up by 4% per year. www.advisor.ca/news/industry-news/most-canadians-arent-planning-for-
long-term-care-costs-survey/. At home, based on avg. cost of care of $30/hour, 12 hours/
day, 365 days/year.
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How well are we planning for future health and LTC? 

According to a recent survey, we may not be doing a very good job: 
• 66% have no concept of the associated cost of health and LTC;
• Only 29% are having discussions with family members;
• 22% of those ages 55 and older said they “don’t like to think 

about long-term care needs;”
• 23% don’t think health considerations will apply to them.
Source: https://www.advisor.ca/news/industry-news/most-canadians-arent-planning-
for-long-term-care-costs-survey/
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