






Cynicism aside, elections matter. And voters 
should pay close attention to what the candidates 
are saying, because if elected, their platforms will 
take the form of legislation that impacts us all. 
This is especially true when it comes to the 
economy and capital markets, and brings us to the 
NDP proposal which would increase the capital 
gains inclusion rate to 75% (from the present 
50%) -a move that is expected to raise $45 billion 
in new taxes over the next 5 years.  

It goes without saying that any proposal that 
would increase government tax revenues by 
almost $10 billion a year, must necessarily 
subtract this amount from the savings of Canadians accordingly. This is a considerable sum that 
would impact the financial security of millions of Canadians and notwithstanding the NDP’s 
position that this would “make our tax system fairer and ensure that the wealthiest individuals 
are paying their fair share”, it is timely to give this proposal our full attention. 

Investments can be divided into two categories: income and growth. The former -income- are 
primarily government and corporate bonds that protect capital and deliver steady, predictable 
returns in the form of monthly interest. Generally, income investments are low or low-moderate 
risk and are full taxable when held outside of a registered plan. The absence of any preferential 
tax treatment is a reflection of the level of risk taken, where the potential for losses are either 
minimal or even zero (when it comes to government bonds for example). Simply put, bonds are 
the safe option and investors trade of tax-advantaged higher return potential for nominal returns 
and peace of mind. The later -growth- are primarily stocks which offer investors higher return 
potential above the low risk alternative of bonds, and are given favourable tax treatment to 
compensate investors for risk-taking. With stocks, the potential for losses is considerably greater 
and investors could lose up to 100% of their invested capital, when buying and holding 
securities. A lower inclusion rate would then seen appropriate, given that without investors 
willing to invest in securities, companies would lack the capital to invest in new products, 
expand production, hire more employees and ultimately allocate capital efficiently. 



More, the higher inclusion rate on capital 
gains unfairly punishes investors who made 
fully informed decisions when purchasing 
securities (either directly or indirectly 
through mutual funds), based on the current 
tax rates. Unrealized gains could be subject 
to an additional 12.5% tax based on the 
NDP proposal, a sum which represents 
100% of the gains of our portfolios for 
2021. So with a stoke of the pen, all the 
increase in wealth that we have achieved for 
our clients this year would be expropriated 
and returned to government coffers. Our 

clients took the risk (which paid off handsomely I point out!) and yet the government gets the 
return. Our view is that this is manifestly wrong, particularly considering that much of the capital 
invested in securities is done with after-tax money, meaning it has already been taxed once.  

It is said that taxes are the price we pay for civilization, and I agree with that up to a point. But 
after that we move from redistribution to confiscation and as the NDP proposal would undermine 
the financial security of our clients, this is one Party proposal that we oppose. 

One week until Election Day. Choose wisely! 

Be safe, be well! 
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