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THE POWER OF ECONOMIC SENTIMENT

“Have we all just becorme economic snowflakes?"

This question emerged from a recent study
analyzing the text of 200 million newspapers
spanning almost two centuries. It concluded that
both economic and non-economic sentiment
have substantially declined over the past 50
years, despite far fewer economic setbacks.?

In the not-so-distant past, recessions were seen as
natural business cycle occurrences. Some market
observers suggest this view shifted after the Global
Financial Crisis, with policymakers now striving for
the aversion of economic pain as a top priority.

Indeed, it appears that the long-feared recession
in the U.S. may be far from arriving. While Canada’s
economic output has been lacklustre, our
economy has remained relatively resilient. Labour
markets have been one reason for this resilience,
with unemployment continuing at relative lows.
This has largely supported GDP growth south of
the border, where Americans have lower debt
obligations and continue to spend; consumer
spending comprises over two-thirds of U.S. GDP.
Welve needed a boost in Canada with our higher
indebtedness and declining labour productivity
rates. Yet, consider that wealth, wages and
employment are higher today than they were
before the pandemic began.

Still, for many, optimism continues to be in short
supply. However, there are benefits to being more
positive about the economy. One interesting
observation from the same study that questioned
our collective resilience suggested that positive
economic sentiment can drive economic growth.?

It's a view that merits perspective. Perhaps we'd
be better off focusing on positive sentiment. We
are living through a pivotal time, where advances

in the availability of big data, high-powered
computing and artificial intelligence (Al) are
expected to lift productivity. While recent U.S.
equity market gains have been driven by the
handsomely-rewarded tech stocks, Al is in its early
innings and its productivity and growth potential is
far reaching — well beyond the tech sector.

Canada's stock market has trailed due to its more
cydlical nature, but is poised to benefit from
interest rate stability and declining long-term

rates. Corporate earnings may be driven by higher
margins through efficiency gains and lower input
costs, particularly as inflation moderates. While
Canadian economic output has been sluggish, the
strength of our largest trading partner should help
provide near-term momentum. And, the potential
for interest rate cuts may provide further tailwinds
to equity markets.

This is not to suggest that short-term setbacks
won't occur. There are continuing signs of slowing
economic growth closer to home and abroad; the
latest GDP data for the UK, Japan and Germany
has been negative or close to zero. Yet, slower
growth is part of the cycle and sometimes
necessary for economies to cleanse excesses or
reset — or even spark innovation and new growth.

Seasoned investors accept that both financial
markets and economies will ebb and flow. This
feature comes with progress of any sort. It is also
one reason to support diversification in portfolio
management and a good reminder of why we
continue to invest with a view to the longer term.
Looking forward, continue to focus on the many
positives. Here's to the warmer and longer spring
days ahead. Please let us know if we can be of

assistance with any investing matters.
1. https/Awwft.com/content/af78f86d-13d2-429d-ad55-a11947989¢8f, 2.
https/Awwv.nber.org/system/filesiworking_papersiw32026/w32026.pdf
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FACTORS

IMPACTING THE CPP TIMING DECISION

MORE PERSPECTIVES ON WHEN TO START CPP BENEFITS

When it comes to the decision of when to start Canada Pension Plan
(CPP) benefits, actuarial studies show that many are better off delaying
benefits since the break-even age* commonly falls below our average
life expectancy. Living beyond the break-even age means that waiting
will yield a larger total lifetime payment. Recall that starting CPP before
age 65 (as early as age 60) decreases payments by 0.6 percent per
month; yet, delaying CPP beyond 65 (up to age 70) increases payments
by 0.7 percent per month, to as much as 42 percent.

Of course, it's not just expected longevity that should influence the
decision. Factors such as the need for income, the impact on income-
tested benefits and others may be considerations. And now, as more
Canadians continue to work past age 65, another factor that should be
accounted for is how retiring early — or late — can affect CPP benefits.

Consider the situation in which an individual works past age 65 and
also delays CPP benefits. This can lead to a potentially greater benefit.
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, if you extend your working
years past age 65, you may be adding higher-earning years to the
calculation and increasing the benefit. The good news? It doesn't work
the other way: Any low-earnings years due to employment past the age
of 65 will have no effect on the benefit calculation.’

CPP Timing Tool: This tool may help to calculate and decide
whether you should start collecting CPP earlier or consider

deferring payments until later:

Conversely, if you retire before 65 but wait to take benefits, the zero-
earnings years have the potential to negatively affect your CPP benefit.
For example, retiring at age 60 and waiting to collect CPP at age 65 can

BE AWARE OF NEW REPORTING RULES

potentially add five zero-earning years  EX%¥ R/ -
to the calculation of the benefit. Tl of

Regrets, We've Had a Few...

Indeed, Frank Sinatra's words may be
a fitting reminder to carefully consider
the dedision. Since most Canadians
opt for early benefits, there has been
arecentincrease in media coverage
discussing reasons to consider a delay. - '
Here are some perspectives from those who wished they had waited:?

A potential reduction of survivor benefits — A widow receiving
CPP survivor benefits from her deceased spouse was unaware that the
decision to begin her CPP might jeopardize the maximum entitlerent.
She didn't consider that survivor benefits would change at age 65, or the
impact of deferring her own CPP benefits until after the age of 65.

Leaving more for beneficiaries — Since he wasn'tin need of funds,
one man wishes he waited after realizing how much more he could
have left for his beneficiaries. One study suggests that taking CPP at age
60 instead of 70 could forgo $100,000 worth of lifetime benefits.

Inflation indexing — Living on a fixed income in retirement is difficult,
especially as inflation has increased the cost of living. One retiree
recognizes that had she waited, she would have had a larger benefit
that, after indexing for inflation, would have been even greater.

A return to the workforce — One man started CPP at age 60 and
retired at age 63, but then decided to go back to work. He regrets

starting early due to the taxes paid on the CPP after returning to work.

*The age at which the total benefits received by delaying CPP pagmens exceed the total benefits
received by starting CPP payments earlier. 1. hftps/Avwww.theglobeandmail.com/investing/personal-
finance/article-retiring-early-or-late-heres-how-your-cpp-benefits-could-be-affected/; 2. hittps:/Amww.
theg\obeandmaiI,com/\'n\/estinfg/globe—advisor/ade’sor—nevvs/amde—these-canad'\ans—w'\sh-they—had—
waited-to-take-their-cpp-benefits-heres/; 3. https/Aww.theglobeandmail.com/investing/personal-
finance/article-taking-cpp-early-can-cost-you-100000-and-limit-your-long-term/

ARE YOU ASSOCIATED WITH A "BARE TRUST  ARRANGEMENT?

Are you a legal owner of an asset where someone else is a beneficial
owner and has a beneficial interest and oversight of the asset? If so, you
may be holding a “bare trust” and have a filing requirement where you
previously did not.

Here are some examples where a bare trust arrangement may exist:

You have been added to the title of an adult child's home in order
to help your child qualify for a mortgage.

You have been added to the title of an elderly parent's home for
the sole purpose of facilitating estate planning.

In Brief: What Is a Bare Trust?

According to the CRA, a bare trust “exists where a person, the trustee,
is merely vested with the legal title to property and has no other duty
to perform or responsibilities to carry out as trustee, in relation to the
property vested in the trust.”

New Reporting Requirements

Why is this important? Starting in 2023, even if there is no income or
activity to report, all trusts and trust-like relationships must file a T3
Trust Income Tax and Information Return within 90 days of the trust's

tax year end. The reporting requirements have been expanded to
include bare trusts.

However, there is good news. Given that bare trust arrangements are
new to these rules, the CRA will provide relief for penalties if the T3
return has not been filed by the deadline. This relief is only applicable
to bare trusts for the 2023 tax year. Certain trusts are excluded from
the reporting requirements, including those less than three months
old at year end, and trusts holding certain assets with a fair market
value of $50,000, as examples.

Seek Assistance

Since the intent of the arrangement can impact whether or not it is
considered a bare trust, if you hold an arrangement that has a separate
legal and beneficial owner, it is best to consult tax and legal experts. For
more information: https://www.canada.ca/en/revenue-agency/services/
tax/trust-administrators/t3-return/new-trust-reporting-requirements-
3-filed-tax-years-ending-december-2023.htm!

1. hittps://www.canada.ca/en/revenue-agency/services/forms-publications/publications/p-015/
treatment-bare-trusts-under-excise-tax-acthtml

This is not intended to be a legal discussion of bare trusts. Please seek professional advice.
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ESTATE PLANNING FOR DIGITAL ASSETS

YOUR DIGITAL FOOTPRINT: DON'T OVERLOOK ITS VALUE

In estate planning, many of us tend to
focus on assets with tangible value, such as
investments and real estate. Yet, frequently
disregarded are many digital assets

due to their perceived lack of monetary
value. However, a Wall Street Journal
article reminds us that these assets may
possess substantial sentimental value,

and overlooking their transfer can have
distressing outcomes. For instance, one
widow was unable to retrieve thousands
of photos stored on her partner's cloud
account. Another wasn't able to access her
late husband's Facebook profile.!

50-64 34

It is becoming increasingly important
for loved ones to know how to access
digital accounts to safeguard important

65+ 13

Digital Technology: Growth in Adoption
% Owning Smartphones

2012 2015 2018 2021

https:/Avww.pewresearch.org/short-reads/2022/01/13/share-of-those-65-
and-older-who-are-tech-users-has-grown-in-the-past-decade/

destroy sensitive material or information.

Safeguard data — Protect your data
by regularly backing up important
files, contacts, photographs and other
information stored on your devices.
Consider encrypting sensitive data for
added security.

Consider the use of a password
manager — If keeping an updated list of
accounts/passwords is difficult, consider

a password manager. These software
programs maintain access information
for digital accounts, including account
numbers, passwords and other important
data you might need to leave behind.

% Using Social Media

2012 2015 2018 2021 .
Establish a legacy contact or plan —

Many platforms offer options to

information. Canada doesn't have
consistent legislation giving the executor/attorney automatic authority
to deal with digital assets. Rules vary by province, if they exist at all.?
Yet, even if laws do allow for authority, the reality is that access can be
difficult if no provisions have been made by the deceased. Customer
support for online accounts is often limited, creating challenges and
undue stress during an already emotional time.

As such, here are a few steps we can all take today to help safeguard
our digital assets and provide future access:

Update your inventory — Just as we should keep an inventory of
physical assets for estate planning, it is equally important for digital
assets with no perceived monetary value. This includes records for
digital assets (computers, phones, tablets, etc.) and online accounts
(usernames and passwords for each). The list should be updated
regularly and securely stored. This not only helps loved ones with
access, but also with security to manage, protect or close accounts and

TAX SEASON IS HERE AGAIN

designate a legacy contact or create a legacy plan for your accounts.
For Apple devices, go to “Settings” and then tap your name. Under
"Password & Security” go to the “Legacy Contact” option. The system
will generate an access key for your contact, which will need to be
presented alongside a death certificate to access data. Google users
can access this feature by visiting “myaccount.google.com” and
selecting “Data & Privacy,” then “"More Options” and “Make a plan
for your digital legacy.” You can then decide when Google should
consider your account inactive and what will be done with your data.

Revisit your estate plan — Ensure your will, power of attorney or
any other relevant directives include language addressing digital assets.
Grant representatives the authority to access, manage, distribute and
dispose of these assets accordingly.

1. https://www.wsj.com/articles/a-plan-for-your-digital-life-after-death-177b065e;
2. https://dig.watch/updates/saskatchewan-ca-introduces-fiduciaries-access-digital-
information-act

A REMINDER OF HOW INTEREST INCOME IS TAXED

With rising rates, there has been increasing interest in guaranteed
investment certificates (GICs). Now that tax season has arrived, here is
a reminder of their tax treatment, as well as the taxation of bonds.

The taxation of GICs — GICs are often “locked in” and cannot be
cashed in until their maturity date. As an example, for a five-year GIC
purchased on July 1, 2023, the invested capital must remain in place
untilJuly 1, 2028, in order to receive the interest earned. However,
this doesn't mean that there isn't a tax liability. For non-registered
accounts, any accrued interest must be reported on an annual basis,
even if it has yet to be received.

Accrued interest is reported based on the anniversary date of the

GICs issue. So, for the five-year GIC noted above, the interest accrued
during 2023 would be the equivalent of six months: July 1 to Dec. 31,
2023. For 2024, a full year of accrued interest would be reported.

The exact amount would depend on when interest is calculated and
compounded; in most cases, interest is calculated every six months,
though some products may compound interest daily or monthly. AT5
information slip will be issued for interest amounts of $50 or more. This

interest income is fully taxed at your
marginal rate in the year it is earned.

The taxation of bonds — Interest
income is also generated from
bonds. Interest earned in non-
registered accounts, often paid semi-
annually, must be reported each
year on a tax return.

The rapid rise in bond yields has
resulted in many “discounted bonds”
that may offer greater tax efficiency when compared to a GIC. When
purchased on the open market, a bond's price can fluctuate based on
changes to its stated interest rate. If the bond is purchased at a lower
price and sold at maturity, a portion of the return will be a capital

gain, taxed at a lower rate than interest income. Also notable, when
accrued interest is paid at the time of purchase, it is deductible as an
investment expense on a tax return for the year in which you bought
the bond.
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REMINDERS FOR TAX SEASON:
UNPAID BALANCES INCUR INTEREST AT 10 PERCENT!

It is personal income tax season once again. Given increasing interest
rates, don't overlook the importance of filing your taxes and paying
balances and instalments on time, as interest assessed on insufficient
payments can be significant.

Tax Filing Deadlines — The general deadline to file your 2023
personal income tax and benefit return is April 30, 2024. For self-
employed individuals and spouses, the general deadline is June 17,
2024 (the usual filing date of June 15 falls on a weekend). However,
any taxes owed must be paid by April 30, 2024.

Late-Filing Penalties — If a return is filed late and a balance is
owing, the late-filing penalty is a minimum of five percent of any
balance owing, plus one percent of the balance owing for each full
month that the return is late, to a maximum of 12 months.

Interest Charges on Unpaid Balances — Unpaid balances will
accrue compound daily interest at the prescribed interest rate. For
Q2 2024, the prescribed rate (calculated quarterly) on overdue taxes
stands at a very substantial rate of 10 percent.’

Keep Good Records

Remember that both individuals and corporations are required by law
to keep tax records for six years from their filing date. The CRA may
request these records for audit purposes. The timeframe for record-
keeping may be extended for documents essential in determining a
person’s future tax obligations.

Here are some other tax season reminders:

Claim all credits/deductions. Keep in mind that tax rules change
annually so the support of a tax expert may be helpful. There were
very few credits/deductions that were introduced for the 2023

tax year; the multi-generational home renovation tax credit was a
notable addition, allowing a tax credit for certain renovation costs
when creating a secondary unit so that qualifying individuals (seniors/
disabled) can reside with their relations. However, consider that
changes to your personal situation can also change eligibility for
credits previously not claimed.

Reporting requirements can change. This may be due to changes
to the CRA rules. For instance, for the 2023 tax year, the CRAis no
longer offering the temporary “flat-rate” method to claim employment
expenses for employees who worked from home. Employees will be
required to use the detailed method to claim home office expenses.
The updated CRA Form T2200 must be completed by the employer

in order for the employee to deduct expenses from their income.
Consider also the new reporting requirements for trusts, which now
include bare trusts (see page 2).

Changes to your circumstances may also expose you to new
reporting obligations. As a reminder, if you owned specified foreign
property with a total cost of C$100,000 or more at any time during

2023, you are required to complete CRA Form T1135. Or, if you
sold your principal residence in 2023, don't forget that this must be
reported on your tax return.

As always, consider speaking with a tax advisor to ensure you're
claiming all of the credits and deductions to which you're entitled and
completing all of the required reporting obligations.

1. https://www.canada.ca/en/revenue-agency/services/tax/prescribed-interest-rates.html

Be Aware: TFSA Contribution Information May Be Incorrect

If you've based your TFSA contribution on CRA “My Account"
information, be aware that it may not be accurate. According to the
CRA, any contributions made or withdrawn in the prior year may
not be reflected in current year contribution room until “after the
end of February,” since issuers have until the last day of February
to submit TFSA transactions to the CRA. Yet, the lag in updating this
data may extend to March or even late April.

The consequence, of course, is the one percent per month
penalty on excess TFSA contributions, which can add up. And,

it appears that a growing number of TFSA holders are being
assessed penalties. The total amount of overcontribution
penalties paid in 2022 was $132.6 million, more than triple the
$41.7 million paid in 2019 and 38 percent higher than the $96.2
million paid in 2021.2

Why is this the case? CRA reporting lag times often create
confusion. Some hold multiple TFSA accounts, which can lead

to recordkeeping errors — the latest statistics suggest that
245,000 TFSA holders hold between five and nine TFSA accountsl?
Or, there may simply be a misunderstanding of the rules. One
example: If you withdraw TFSA funds, this amount only becomes
available to contribute at the start of the following calendar year.

At the end of the day, it is the taxpayer's responsibility to
keep good records. If you do rely on CRA contribution room
information, a general rule of thumb is to wait until late April when

all records should be updated.

2. https//ww.theglobeandmail.com/investing/personal-finance/article-people-keep-
making-this-costly-tfsa-mistake-and-paying-penalties/; 3. This figure may not account
for inactive accounts.

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.

© 2024, 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@wellington-altus.ca
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