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Friends,

Firstly, my apologies for my tardiness on distributing my 

monthly newsletters. It has been a busy spring and summer 

season so far at the McHenry household with Katherine and I 

juggling multiple responsibilities.

At the end of March, the stock market was just starting to find 

its legs after a shocking 30 day drop of ~34% from the end of  

February to the end of March.  Today, and almost as 

shockingly, the stock market has almost fully recovered its 

losses for 2020.  However, this rally since the end of March has 

been very shallow with technology stocks really pulling all other 

sectors of the economy higher.

I hope you have a wonderful summer and thank you for your 

continued support!

Adam

In this month’s newsletter you will find 
information related to:

• Idea Corner: Keeping the cottage in the family

• Market Performance Review: Q2 2020

• Chart of the Month: Stock market intra-year
declines vs calendar year returns

• Article of the Month: Cleaning out your closet
under quarantine

• Key Dates to Keep in Mind!

• Contact Information

• Disclaimers
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Idea Corner:

Keeping the 
cottage in the 
family
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Source: Adam McHenry, CFA & 
Manulife Investment Management

For many individuals it is important that the cottage stays in the family so that their children (and grandchildren) can 

continue to enjoy it.

When you die, assets can be transferred to your spouse tax-free, but a transfer to your children may trigger a capital 

gains tax that must be paid before the children (or other heirs) can enjoy the property. Canadian households can only 

protect one property from tax on capital gains which usually means that the transfer of the cottage to the children may not 

be exempt from tax.

Over the years many cottages and other vacation properties have increased significantly in value and are now worth 

substantially more than their purchase price. At death, 50 per cent of this increase in value is subject to taxation. This 

could trigger a significant capital gains tax liability for your estate.

If your estate does not have sufficient assets, it may be forced to sell the cottage to pay the tax, which means the cottage 

would not stay in the family. Many people are simply unaware of this tax time bomb.

Ideal Candidates

Individuals with a home and a cottage:

•Who want to pass the cottage on to the next generation

•Who would like to cap their tax liability on the cottage

•Who could use some extra retirement income

Take Action

If this strategy is right for you, you should:

•Set the sale price at least equal to the FMV of your cottage

•Take back a mortgage from your children with payments structured over at least five years

•Consider forgiving the mortgage in your will so that your kids will receive the cottage free of any debt



Market 
Performance 
Review:

Q2 2020
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Adam’s Comment: Remarkably, the stock market moved approximately 70% (down then up) in value in the first six 
months of 2020.  After dropping 34% to the end of March, the stock market has recovered almost all that drop to sit close to 
break even levels for the year. In Canadian dollars, the Canadian market outpaced the US market, with a tailwind coming 
from the strength of the Canadian Loonie versus the US Greenback.  Bonds continue to perform well as interest rates 
continue to fall closer to zero rate levels.

*Source: 

Total Returns in CAD$, RBC GAM

Market
Q2 2020

Return %

2020

Year To Date 

Return %

5 year

Annualized 

Return %

10 year

Annualized 

Return %

Canadian Equity
(S&P/TSX Composite Index)

17.0 -7.5 5.2 6.7

US Equity
(S&P 500 Index)

16.3 1.3 12.6 16.8

International Equity
(MSCI EAFE Index)

7.7 -10.5 4.3 8.9

Canadian Fixed 

Income
(FTSE Canada Universe Bond 

Index)

5.9 7.5 4.2 4.6

US Fixed Income
(Bloomberg Barclays U.S. 

Aggregate Float Adjusted Bond 

Index)

0.0 10.9 6.1 6.4

Currency Exchange 

Rate (USD$/CAD$)
-3.5 4.5 1.7 2.5



Adam’s Comment: It should not be that surprising that the stock market has rallied back.  Looking back to 1980, almost 
75% of the time at one point during the calendar year, the stock market was down approximately 14% on average, but 
ended that calendar year with a positive return.  Chart of the 

Month: 

Stock market 
intra-year 
declines vs 
calendar year 
returns
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*Source:  JP Morgan AM



Article of the 
Month:

Cleaning out 
your closet 
under 
quarantine
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Source: Adam McHenry, CFA & 

Neighbours of Port Credit & 

Mineola Magazine

Sheltering in place has been a tough adjustment. Not being able to meet with family and/or friends and not having the 
opportunity to step outside your home or condo to take a break was a tough adjustment for many, including myself. There 
were some positives to the lockdown though: reconnecting with immediate family, gardening or finishing off those home 
projects that you have been avoiding. Another "to do" that I hope you might be thinking about are changes that have 
occurred in your priorities that might impact your financial affairs. If you haven't addressed this yet while in lockdown, here 
are some recommendations to inspire you to get organized, and to feel empowered and confident in your financial future. 

Review your spending, saving and cash on hand: The recent pandemic and economic shock that ensued certainly made 
clear that having an emergency cash reserve available for times like this is very important. The idea behind an emergency 
fund is to see you through a period of uncertainty regarding employment and health concerns, without the need to run up 
debt or tap into your retirement savings. Recommendations vary for the size of the emergency fund from three months to a 
year of spending. The amount will vary based on your specific circumstances, however at a bare minimum, three months of 
spending should be stored away for a rainy day or a Covid-19 type event. Building an emergency fund and creating 
sustainable wealth requires you to understand your cash flow situation, which calls for an easy way to calculate and 
understand the most material parts of your cash flow situation. Below, I have shown an example of this calculation along with
some comments to make the process easier.

Revisit your investment plan: The savings you are setting aside have likely been contributed to a Registered Retirement 
Savings Plan (RRSP) or a Tax-Free Savings Account (TFSA). These are tax efficient investment accounts and a good place 
to grow your savings. If the recent downturn in the stock market had you up all night, then it' s likely that your investment
plan does not fit your expectations. Your investment plan should be based on two key and interrelated factors: your ability to 
tolerate risk (facts about you, i.e. age) and your willingness to tolerate risk (feelings you have, i.e. anxiety). If you set your 
investment plan up correctly, then your expectations even in challenging markets like we had recently should not cause you 
anxiety. 

Protect your family through insurance and an estate plan: Protecting your family from theCovid-19 virus has been a 
priority for many parents and families recently, including myself. Purchasing face masks, hand sanitizer and disinfecting 
wipes are some of the investments many have made to combat the virus. Life insurance coverage is something that can 
protect your family as well. Although we don' t like to ponder our mortality, the recent pandemic has obviously made us 
hyperaware of the fragility of life. 

Like organizing the garage or the kitchen cupboard, make sure you sort and store your financial records (i.e. will, insurance
policies, investment statement, online passwords) in a safe place. Why is this important? If you happen to pass away, your 
loved ones and executors will need to be able to retrieve these documents to deal with your estate efficiently. If you have 
been avoiding completing or updating your will and power of attorney documents, now is always the right time to get those 
very important documents completed by a lawyer.



Key Dates to Keep in Mind!

• TFSA contribution room available = Beginning of January

• Installment payment date deadlines = Mid March, June, September and December.

• Individual tax filing deadline = End of April. Adjusted to end of June for 2020. Tax payment 
deadline is end of September 2020.

• Self-employed individual and spouse tax filing deadline = Mid June.

• Tax Loss Selling deadline = End of December.

• RESP contributions deadline = End of December

• RRSP contribution deadline = End of February
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Disclaimers
Manulife, Manulife & Stylized M Design, Stylized M Design and Manulife Securities are trademarks of The Manufacturers Life Insurance Company and are used by it, and by its affiliates under license.

Manulife Securities Incorporated is a Member of the Canadian Investor Protection Fund 

The opinions expressed are those of the author and may not necessarily reflect those of Manulife Securities Incorporated and/or Manulife Securities Insurance Inc.

This publication contains opinions of the writer and may not reflect opinions of Manulife Securities Incorporated and/or Manulife Securities Insurance Inc. The information contained herein was obtained from 
sources believed to be reliable, but no representation, or warranty, express or implied, is made by the writer or Manulife Securities Incorporated and/or Manulife Securities Insurance Inc. or any other person as to 
its accuracy, completeness or correctness. This publication is not an offer to sell or a solicitation of an offer to buy any of the securities. The securities discussed in this publication may not be eligible for sale in 
some jurisdictions. If you are not a Canadian resident, this report should not have been delivered to you. This publication is not meant to provide legal or account advice. As each situation is different you should 
consult your own professional Advisors for advice based on your specific circumstances. 

This material is not to be construed as an offer or solicitation. The securities mentioned may not necessarily be considered suitable investments for all clients. Contact your Investment Advisor to discuss your 
individual investment needs. 

Manulife Securities Incorporated and/or Manulife Securities Insurance Inc. is committed to protecting your privacy and the confidentiality of your personal information. A copy of our privacy policy is available upon 
request. If you have any questions about this policy, please call us at 1-800-991-2121. 

Manulife Securities Incorporated is registered as an Investment Dealer, or its equivalent, with the provincial securities commissions and as such our Advisors are entitled to sell mutual funds, stocks, bonds and 
other securities as permitted under our registration. They may also be able to provide other services or products to you through their own business. As a member of the Investment Industry Regulatory 
Organization of Canada ("IIROC"), Manulife Securities Incorporated is obligated to disclose to you that you may be dealing with companies other than Manulife Securities Incorporated when purchasing services or 
products from your Associate (remuneration to your Associate may also come from various sources depending on the services or products purchased). For example, your Associate may offer any one or more of 
the following through a separate business, which would not be the responsibility of Manulife Securities Incorporated: 

• * Insurance: Life, Accident, Sickness, Disability, General. 

Please be sure that you have a clear understanding of which company you are dealing with for each of your services and products. Your Associate would be happy to provide any clarification you require. 

The commentary in this publication is for general information only and should not be considered investment or tax advice to any party. Individuals should seek the advice of professionals to ensure that any action 
taken with respect to this information is appropriate to their specific situation. 

Stocks, bonds, and mutual funds are offered through Manulife Securities Incorporated.   Insurance products and services are offered through Manulife Securities Insurance Inc. Banking products and services are 
offered through referral. 

Using borrowed money to finance the purchase of securities involves greater risk than a purchase using cash resources only. If you borrow money to purchase securities, your responsibility to repay the loan and 
pay interest as required by its terms remains the same even if the value of the securities purchased declines.
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