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Since Covid-19 arrived Central Banks have responded 
with interest rate cuts, sending borrowing rates to record 
lows. Still, the news that London-based HSBC is offering 
a 5 year variable rate mortgage for less than 1%, has a 
way of catching your eye. The posted rate is a mere 
0.99%, meaning that the cost of servicing the loan is 
actually negative when you factor in inflation. This greatly 
helps borrowers, whose payments are now almost 
entirely principal when they make their weekly or 
monthly payment. In turn, this frees up cash flow to put 
towards investments including RRSPs and TFSAs. 
Assuming a 30% marginal tax rate, the deduction for a 
$10k RRSP contribution would cover the annual interest 
on a $300k mortgage balance. Read <here>.

I’ve often used the expression an intelligent use of the Income Tax Act to describe strategies that combine 
investments and tax, and this would be an example of that. Re-capturing tax and using it to offset the cost 
and/or reduce debt, is a double win. So often financial security is defined by the asset side of the ledger, 
but liabilities -and the elimination of outstanding balances- is every bit as important. The word mortgage 
is a compound word consisting of two parts. A gage is a pledge or promise to do something -like an 
engagement ring. Mort is death -as in a mortician. So the word mortgage literally means a death-pledge, 
which is food for thought when considering how important debt elimination is in terms of your overall 
financial position. 

Understandably, with interest rates so low debt reduction is on the back burner. But the cost of money will 
all but certainly increase over time. So getting rid of as much of it as possible when interest rates are low is 
eminently practical. And using tax-advantaged dollars improves on this further. It’s about making the most 
of a finite amount of dollars, which, unless your surname is Bezos or Musk, is the financial reality for all of 
us. 

Systematic savings, compound growth, tax efficiency, debt elimination and time are the cornerstones of 
financial security. Oh, and living 10% to 20% below your means too, ensuring you have a buffer built into 
your financial program. And we’re here to help you with each of these!

Be safe, be well!
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https://www.investmentexecutive.com/news/research-and-markets/hsbc-offers-mortgage-rate-below-1/

