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

I N S I G H T

It has been said that “successful investing 
should be more like watching paint dry.” 
Yet, for many investors today, the speed of 
change in the markets may be conditioning 
us to think otherwise. In fact, a recent Reuters 
report suggests that investors on one U.S. 
discount brokerage platform are checking their 
portfolios at an alarming rate of seven times 
per day.1 Most would suggest that drying paint 
should not warrant that much attention.

The rapid rise of equity markets since last 
year’s lows hasn’t helped to nurture our 
patience. The S&P/TSX Composite Index (TSX) 
took only 200 trading days to return to its 
prior highs.2 The S&P 500 Index rebounded in 
record time: just 107 trading days. This speed 
of recovery is unprecedented. Consider that 
over the past 40 years, it has taken an average 
of 380 days for the TSX to recover from just a 
10 percent drop.3 In similar fashion, this past 
summer it was reported that the pandemic-
related recession was the shortest on record in 
the U.S., lasting only two months. 

History has also shown that, on average, the 
TSX experiences a correction of at least seven 
percent per year. Yet, for most of this year, 
when equity markets have shown any sign of 
pulling back, retail investors have been quick to 
buy the dip. 

Of course, these are unprecedented times. 
The extraordinary actions taken to fight the 
Covid-19 pandemic have helped to distort 
market and economic cycles.

Our Behavioral Biases Can Get in the Way

For most investors, the objective is to create 
wealth over the longer term, and not for 
tomorrow. As such, we shouldn’t abandon the 
importance of patience within our investing 
programs. And, actions like constantly checking 
portfolios can be counterproductive. Why? One 
of the dangers of frequently checking is that 
there is a greater chance that we will trigger 
certain biases. 

Viewing a portfolio more often leads to a higher 
probability of seeing a loss. By checking S&P/
TSX Composite Index performance on a daily 
basis, there is a 48 percent likelihood of seeing 
negative performance. By checking only once 
per year, this decreases to just 28 percent. 
Modern behavioural economists have shown 
that a loss aversion bias means we may feel 
the pain of a loss about twice as much as the 
pleasure of a similar-sized gain. This can prompt 
us to make decisions that may not be in our 
best interests. Even seeing positive performance 
can prompt us to take action, such as selling a 
well-performing investment too early.

How about you? Are you checking your 
portfolio too frequently? For most investors, 
the investing journey will be a long one. Stick 
to the principles set out in your plan and be 
aware of the influence that human behaviour 
can have on investing, remembering the 
importance of patience in achieving our 
longer-term goals. 
1. www.reuters.com/breakingviews/chancellor-robinhood-is-
more-sheriff-than-rebel-2021-07-15/; 2. S&P/TSX Composite 
Index close, 3/23/20 to 1/7/21; 3. TSX close 10/29/80 to 4/30/21.
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I T ’ S  B A C K - T O - S C H O O L  T I M E

In Brief: Withdrawing from the RESP
With the return of autumn, many families may be turning their 
attention to school. If you have a (grand)child who has headed to 
college or university this fall, congratulations! Now is the time to take 
action and tap the fruits of your labour: the Registered Education 
Savings Plan (RESP). Here are some considerations, in brief:

Understand the three components of the RESP. Track RESP 
balances according to their source: i) grants, ii) contributions and iii) 
accumulated income (AI) — income or gains made on contributions 
and grants. Grants and AI may be paid out to the beneficiary as an 
Education Assistance Payment (EAP), taxable in the student’s hands. 
Generally, any unused grants will be clawed back and unused AI may 
be potentially subject to a penalty tax. Original contributions can 
be withdrawn, tax free, at any time, or paid tax free to a qualifying 
beneficiary. When withdrawals are made, you will need to specify how 
much comes from each bucket.

Give thought to how you will time your withdrawals. Consider 
drawing EAPs early when a child’s income is low (depending on 
summer jobs and co-op programs). It may be beneficial to spread 
EAPs over several years to make use of tax credits, such as the basic 
personal amount and tuition tax credit. 

Deplete the account 
while the beneficiary is 
enrolled in an accredited 
program. While you can 
only withdraw $5,000 
of EAPs in the first 13 
weeks, there is generally 
little restriction after that 
period while enrolled. Be aware that for payments received after a 
beneficiary is no longer enrolled, unused grants may need to be repaid 
and AI payments will be subject to additional taxes potentially. There 
is a six-month grace period after enrolment has ceased that allows for 
RESP withdrawals to qualify as EAPs.

Explore alternatives if a child does not go to school. The RESP 
can remain open until the end of the calendar year that includes the 
35th anniversary of its opening. If plans have changed, consider the 
option to transfer the RESP to a sibling or transfer AI to the parent’s 
Registered Retirement Savings Plan, both subject to various conditions.

For more information, see: https://canada.ca/en/revenue-agency/services/
tax/individuals/topics/registered-education-savings-plans-resps.html

R E T I R E M E N T  P L A N N I N G

Age Milestones: Do You Need to Take Action? 
Before each year end, we remind our readers that those who reach 
certain milestones need to consider their options in preparing for 
retirement. If you are nearing the following ages, take note of these 
considerations as you look to maximize your retirement savings. Don’t 
leave money on the table. If you need help, please give us a call. 

At Age 60

Consider early Canada Pension Plan (CPP) payments. Although 
the standard age for starting CPP payments is 65, you have the option 
to collect your CPP retirement pension as early as age 60. Payments 
will be permanently reduced if you begin early. You may wish instead 
to defer CPP payments to receive an increased benefit by starting 
payments between the ages of 65 and 70. 

At Age 65

Don’t forget the federal Pension Income Tax Credit. The Pension 
Income Tax Credit allows you to claim a tax credit equal to the lesser 
of your pension income or $2,000. Since this is a non-refundable 
tax credit, it cannot be carried forward. Note that there are certain 
exceptions in which the Pension Income Tax Credit can be used 
before the age of 65, including for those individuals 55 years of age 
or older who have certain qualifying types of pension income, or 
widow(er)s, so seek advice on your particular situation. In Quebec, the 
pension recipient must be age 65 to split all types of pension income.

If you don’t have a pension, you can generate qualifying pension 
income at age 65 by opening a Registered Retirement Income Fund 
(RRIF), for example. We are available to assist with this option.

Consider pension income splitting. If your spouse/common-law 
partner has a lower marginal tax rate and/or available tax credits to 
provide tax savings, you may consider pension income splitting. An 

individual can allocate 
up to 50 percent of their 
eligible pension income 
to his or her spouse for 
tax purposes. (Note: 
individuals as young as 
age 55 may have qualifying 
pension income under 
certain circumstances.)

At Age 71

Convert your RRSP before year end. You must convert your 
Registered Retirement Savings Plan (RRSP) before the end of the 
calendar year in which you turn 71 years of age. The most common 
choice is to open a RRIF, but there are other options to consider, 
including purchasing an annuity or distributing funds, which will be 
taxed as income.

Make final payments to the RRSP before year end. Consider 
catching up on any unused contribution room from previous years 
before the end of the year. You won’t be able to contribute until the 
usual RRSP deadline (which is 60 days after the end of the year) as your 
plan will need to be collapsed before the year ends.

Consider contributing to a spousal RRSP. If you have reached 
the age of 71 but have a younger spouse and have unused RRSP 
contribution room (or are still generating RRSP contribution room if you 
still have earned income), consider contributing to a spousal RRSP. This 
has the potential to defer taxes and/or split income.

If we can assist with any of these matters, please call. As always, 
consult a tax specialist regarding your particular situation.

https://canada.ca/en/revenue-agency/services/tax/individuals/topics/registered-education-savings-plans-resps.html/
https://canada.ca/en/revenue-agency/services/tax/individuals/topics/registered-education-savings-plans-resps.html/


“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

Procrastination can be one of our greatest enemies in the quest 
for wealth creation and, ironically, it’s one that is within our power 
to defeat. If you have (grand)children learning about finances, the 
accompanying chart may be a worthwhile share. It shows the impact 
that starting early can have in building wealth down the road. 

How about you? Do you have funds sitting idle that can be put to 
work for your future? The latest data suggests that the average 
unused Tax-Free Savings Account (TFSA) cumulative contribution 
room is around $34,000 per person. For all Canadians, the total 
cumulative unused RRSP room was in excess of one trillion dollars! 
Does any of this unused contribution room belong to you? You can 

check your available contribution room on your Canada Revenue 
Agency online account, “My Account,” under “RRSP and TFSA” details.*

The best investment opportunity is valueless unless we actually make 
use of it. Put time on your side and keep your money working for you.
*CRA data may not be fully updated depending on when it is accessed.
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Many Canadians make charitable donations of one sort or another. 
We are good at giving: according to the latest Statistics Canada 
data, over 40 percent of taxpayers with income of over $80,000 
contributed to a charitable organization.1

There are a variety of ways to make contributions, some of which 
may benefit you at the same time as the recipient organization. Here 
are just a handful of options:

Cash Donations — Any donation to a registered charity in good 
standing results in a tax receipt which will entitle the donor to a tax 
credit. The federal credit is 15 percent of the first $200 donated per 
year and 29 percent (or 33 percent*) beyond this threshold. After 
taking provincial tax into account, the total benefit may exceed 40 
to 50 percent, depending on province of residence. This credit can 
be pooled with your spouse to be claimed by whichever spouse can 
best use it to their advantage. Moreover, donations can be carried 
forward for up to five years. Charitable donations are limited to 75 
percent of net income in any year except upon death. Donations of 
up to 100 percent of net income are allowed for tax purposes in the 
year of death and the year preceding.

Donating Appreciated Securities — If you donate stocks or mutual 
fund units that have appreciated in value, there is potentially a 
further benefit. Gifting publicly-traded securities with accrued capital 
gains to a registered charity not only entitles you to a tax receipt for 
its fair market value, but also eliminates the associated capital gains 
tax. If you wish to do this for the 2021 tax year, please let us know 
well in advance of the year end as charitable donations must be 
made before December 31st and settlement times may vary.

In-Kind Gifts — You may consider donating personal property 
which a charity can then convert to cash. For example, by donating 
a used car to charity, you may be eligible to receive a tax receipt for 
its appraised value. Similarly, you may be able to donate a legitimate 
work of art to a public gallery. Special tax rules may apply to in-kind 
gifts so check with a tax advisor on how to best handle the situation.

Private Foundations — Individuals with more substantial assets may 
consider establishing a private foundation as a vehicle for charitable 
activities. Money paid into the foundation may result in an immediate 
tax benefit while the foundation can direct future gifts as it sees fit. 
However, the ongoing cost of the foundation may be a disadvantage.

Donor-Advised Funds or Community Foundations — Giving 
through a donor-advised fund or a community foundation may 
be a cost-efficient alternative to establishing a private foundation; 
they can eliminate certain legal and administrative costs, while still 
allowing you to direct donations and achieve tax benefits. The benefit 
of a donor-advised fund is that the contribution will be deductible 
in the year it is made, but funds can be distributed in future years. 
The donor may also be able to direct how funds are invested by the 
charity until their distribution.

Get More Information

Charitable giving can be a wonderful way to create a legacy, but 
the options and their outcomes in estate or tax planning can be 
complex. There may be other alternatives to consider, than just the 
ones outlined above, so please get in touch if you are interested in 
discussing a giving strategy as it relates to your own wealth plan.

Where major gifts are concerned, seek independent professional 
advice. We would be happy to assist where possible.
*The federal donation tax credit rate for donations over $200 increases to 33 percent to 
the extent that an individual has taxable income taxed at the federal rate of 33 percent. 
1. Based on 2019 tax return data: www150.statcan.gc.ca/n1/daily-quotidien/210308/
t004c-eng.htm

T H E  S E A S O N  O F  G I V I N G

Do Good, Feel Good & Benefit Taxes

I N V E S T I N G  P E R S P E C T I V E S

The Profound Impact of Time on Investing

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.
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Investing Perspectives: 
Seven Habits of Highly Effective Investors
Over thirty years ago, the book “The 7 Habits of Highly Effective 
People” quickly became a bestseller by offering a common-sense 
approach to improving life outcomes through personal change. 
Investing may be seen in a similar light — establishing certain 
habits can help to make better investors. 

Here are seven practices that can serve investors well:

1. Recognize that time is one of your greatest assets. The 
odds of investing success fall in your favour when you combine a 
long time horizon with the power of compounding investments. 
Even average returns, compounded over a long period of time, 
can lead to superior overall results. Consider that a one-time, 
lump-sum investment of $55,000 will yield around $209,000 in 
25 years at a compounded annual rate of return of 5.5 percent. 
However, in 55 years, it will yield over $1 million. 

2. Accept that markets are inherently volatile. Volatility is what 
allows equities to be one of the greatest generators of returns 
of any asset class over the longer term. While volatility has been 
muted for most of this year, recognize that it is a permanent 
fixture in equity markets. Over time, equity markets will have 
incredible up periods, such as the one we have experienced this 
year, but also difficult down times.

3. Maintain patience, through good times and bad. 
Participation, by having the patience to see through the inevitable 
ups and downs, can make a significant difference in investing. 
Successful investing often involves the patience to overcome 
many short-term setbacks in order to enjoy longer-term 
compounding and progress. 

4. Don’t abandon risk controls. When equity markets are rising, 
it may be easy to get caught up in the excitement and forget that 
various guidelines have been established to control risk within a 
portfolio — for example, strategic diversification, rebalancing to a 
certain asset mix, limiting the size of any holding and maintaining 
quality criteria for holdings. These help to guard against being 
caught in the prevailing momentum by identifying potential risks 
that may not be overly apparent.

5. Stop listening to the noise. Everyone has an opinion on 
investing and the markets. In good times, everyone can sound 
like an expert and we may fear missing out. In difficult times, the 
media headlines can magnify economic misery and instill fear. 
At the end of the day, thoughtful analysis should drive decision-
making — not any peripheral noise.

6. Save more. Saving is one of the cornerstones of building 
wealth. You can build wealth without a high income, but you 
have no chance without a high savings rate. Saving is one aspect 
that an investor can control — unlike the many others which we 
cannot, such as stock market performance, interest rates or the 
timing of recessions.

7. Continue to have confidence in the value of support. We 
are here to provide support at every stage of the investment 
journey to help you achieve your goals, and this can extend 
beyond investment advice. This may include helping to instill 
discipline, through saving or investing, or to enhance total 
wealth management, through retirement-planning, tax-planning 
or estate-planning support. Studies continue to show that 
advised clients have greater assets — more than 3.9 times the 
assets than non-advised investors after 15 years — and greater 
discipline through volatile times.1

1. IFIC, https://www.ific.ca/en/articles/canadian-investors-value-advice/; https://www.
cirano.qc.ca/files/publications/2016s-35.pdf 

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. All insurance products and services are offered by life 
licensed advisors of Wellington-Altus Insurance Inc. or other insurance companies separate from WAPW. WAPW is a member of the Canadian Investor Protection Fund and the 
Investment Industry Regulatory Organization of Canada.  
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