
 Since the arrival of the decade that gave us big hair, 
Madonna and movies like Indiana Jones, governments 
across the political spectrum have followed anti-
government agendas that prioritized cutting taxes, 
repealing regulation, shrinking the State and deferring 
to the market. But with the tabling of the Federal Budget 
yesterday, it appears that the 1980s are finally over. 

The budget proposes $125 Billion is new spending over 
the next five fiscal years, most of which will be spent 
dealing with the impact of the pandemic and to 
stimulate the economy as the virus recedes. But there 
is significant permanent spending here too, with over 
$16 Billion in spending on new and existing programs. 
More than half of that will go toward early learning and 
child care, but also offers new and substantiated sums 
for Old Age Security, public transit and measures 
related to climate change and the environment. An 
expansion of the Canada Workers Benefit -a refundable 
tax credit that supports low-income earners is also 
included. All of these initiatives are worthy of inclusion, 
particularly subsidized day-care which will allow even 
greater participation of women in the workforce. 

Notably, no changes were made in the marginal tax rates, nor in the inclusion rate on capital gains (half of 
which can still be earned tax free). What is also notable, is that it marks a shift from the four-decade old idea 
that an overgrown, inflexible welfare state could be blamed for a sluggish economy and high inflation, to the 
prevailing view that low economic growth and high economic inequality can be solved through government 
action. A countervailing perspective is that this budget -and its seeming disinterest in skyrocketing Federal 
debt levels- marks the beginning return to a time marked by a continuing deterioration in federal finances, 
bloated government and stagflation. It is true that governments play an important role in Canadian society, 
including the economy, but a return to Big Government is to suggest that governments are better at 
allocating capital than the businesses are. We know this simply isn’t true and it would be prudent for 
opposition parties to pressure the government to commit to a balanced budget sooner than later.

Buried away in the fine print of the budget is a small wealth tax of sort, which sticks it to anyone buying a car 
over $100k or a boat over $250k. A taste of Robin Hood here that plays well to most voters. The amount of 
money that will be collected under this new tax is minimal, compared with the public relations windfall that 
the Liberals stand to receive come election time. And that’s what this budget is really all about. Click <here> 
for further details on how the budget may impact you. A top-drawer analysis is provided through our wealth 
management partner Mackenzie Investments. 

Be safe, be well!
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https://www.mackenzieinvestments.com/content/dam/mackenzie/en/tax-estate/mi-federal-budget-bulletin-2021-en.pdf



