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Adam’s Update

Dear Friends,

As the summer draws to a close, I hope that everyone was able to enjoy the warm weather, 

the time with family and friends and also have the ability to relax and refresh before the start 

of the busy season.  The fall seems to be a time of setting back into the regular routine with 

school restarting and work productivity increasing. At my house, Victoria is set to return to 

pre-school, while William gets the one on one attention of Mom ☺.

On the business front, mixed performance was the case for August, with the United States a 

strong outlier with “HUGE” positive stock performance (that was a President Trump 

reference).  Economic momentum continues to support corporate America’s charge and 

continues to be much more important in investors’ minds than any political sideshow going 

on in Washington DC.  Our expectations continue to favor stocks, however, in an 

increasingly less aggressive manner, at this point in the economic cycle.

Have a safe and successful September and thank you for your continued support!

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

▪ Key Dates to Keep in Mind!

▪ Idea Corner: Small Business Owners- Avoid Losing Out on the Small Business 
Deduction

▪ Market Performance Review: August 2018

▪ Chart of the Month: Market Volatility in Perspective

▪ Article of the Month: Credit and Debit Card Tips for International Travel

▪ Contact Information

▪ Disclaimers
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Key Dates to Keep in Mind!

• Installment payment date deadlines = March 15, 
June 15, September 17 and December 17

• RESP contributions deadline = End of December

• TFSA contribution room available = Beginning of 
January

• RRSP contribution deadline = End of February

• Individual tax filing deadline = April 30th

• Self-employed individual and spouse tax filing 
deadline = June 15
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Idea Corner:
“Small Business Owners: Avoid Losing 
Out on the Small Business Deduction”
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Now that the federal government has introduced draft legislation for this year’s federal 
budget, which spells out how Ottawa will deal with passive investment assets held by 
Canadian controlled private corporations (CCPCs), it’s time to consider some strategies for 
clients who are impacted by these changes. 

Specifically, the government announced in the budget that it would restrict access to the 
lower small business deduction (SBD) tax rate based on passive income earned within a 
corporation starting in 2019. But what incorporated small business owners, doctors, lawyers 
and other professionals may not realize is that the new restriction for the SBD rate in 2019 
is based on CCPCs with more than $50,000 of “adjusted aggregate investment income” 
(AAII) in the “prior year”; that would be 2018. 

So, if a CCPC has AAII of more than $50,000 in 2018, its 2019 business limit will be 
reduced by $5 for each dollar over this amount until it’s reduced to zero once $150,000 of 
AAII is earned. 

To avoid the reduction in the amount of income eligible for the SBD rate, business owners 
need to act now to minimize AAII or keep the amount below $50,000 in 2018, where 
possible. 

For more information on this strategy, please reach out to Adam at 416-901-6500.

Published by: Investment Executive on April 9, 2018 by Jamie Golombek, Tax Advisor.

Adam’s Comment: If you own a small business or a professional corporation, then you 
may want to pay attention to this article. There is a lot of technical jargon referenced by the 
author, but cutting through the noise, the main point is that using FOUR simple planning 
strategies you can reduce the likelihood that your small business corporation tax rate is 
going to increase. These strategies can potentially save your corporation as much as 
$80,000 in tax per year. Based on those estimates, that is likely a conversation you want to 
have with me to be safe rather than sorry ☺.



Market Performance Review:
August 2018

Market
August

Return %

2018

Year To 

Date 

Return %

5 year 

Annualized 

Return %

10 year 

Annualized 

Return %

Canadian 

Equity
(S&P/TSX Composite 

Index)

-0.82 2.27 8.30 4.75

US Equity
(S&P 500 Index)

3.56 14.41 19.55 13.17

International 

Equity
(MSCI EAFE Index)

-1.63 2.11 10.89 6.31

Canadian 

Fixed Income
(FTSE TMX Canada 

Universe Bond Index)

0.75 0.62 3.57 4.34

US Fixed 

Income
(Barclays Capital U.S. 

Bond Universe Treasury 

Index)

1.05 3.29 5.91 4.87

Currency 

Exchange Rate 
(CAD$ in USD$)

-0.29 -3.91 -4.21 -2.04
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*Source: Total Returns in CAD$, Bloomberg, Bank of Canada, pcbond.com, Barclays Capital, BMO CM, S&P

Adam’s Comment: The US continues to be an island in the global equity marketplace with 
over 4% and 12% difference in returns between the US and most developed international 
marketplaces, in August and so far in 2018.  The fixed income market put up a solid August 
in both Canada and the US.  The equity market continues to be the place to be versus fixed 
income, with an allocation to US$ denominated assets, more specifically, US equities 
leading the way.



Chart of the Month: 
Market Volatility in Perspective

Adam’s Comment: I always like to remind investors that it is likely that at some point in the 
near future they will lose money in their portfolio.  That has not been the case in recent 
history, but overconfidence in rising markets can lead to poor decision making as markets 
normalize.  The chart below of the US market (S&P500) going back to the early twentieth 
century captures three key points: 1. Over long periods of time markets have risen in a 
steady fashion 2. There have been numerous instances of stocks losing value over a brief 
period of time and 3. Political noise has only a fleeting impact on long term returns and it is 
the trajectory of economic momentum that is more important than politics.
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Article of the Month:
“Credit and Debit Card Tips for 
International Travel”
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Cash may not always be the best bet for much of your spending when traveling 
internationally. Carrying a wallet full of cash can be risky, if your wallet is stolen or lost, the 
chances of getting your money back are slim. 

Using your debit or credit cards can be the safest and most cost-effective way to pay 
worldwide. It may take some planning ahead, though, to avoid fees. Whether you pay with a 
debit card or use a credit card, plan ahead so you don't end up paying more than 
necessary. 

Before you travel, be sure to call the toll-free number on the back of your card and let the 
card issuer know where you’re traveling and the dates for each stop. Doing so will reduce 
the chance of your transactions being flagged as unusual and possibly declined.

Credit cards come with some advantages when traveling------you're protected against 
unauthorized charges by federal law in case your card is lost or stolen. The law limits your 
liability to $50 but many credit card issuers offer zero-liability protection. Plus, purchases 
made with a credit card typically get a much better exchange rate than you can get from a 
currency exchange vendor or ATM. Depending on the policies and features of your credit 
card, you may also pay a fee for the currency conversion. Credit card networks charge the 
fee to your bank and the cost is generally added to your purchase. Some credit card issuers 
will pay the currency conversion fee for you, so you may want to shop around for a new 
credit card before your trip.

Chip-and-PIN cards have been used in Europe and many Asian countries for years, but 
they have just started to be widely used in the Canada. When you use your chip-embedded 
card, the chip generates a one-time code that is virtually impossible to counterfeit, so it 
helps to reduce fraud------and it's pretty much required if you plan to use your card while 
traveling.

Lastly, try to plan your total local currency needs and withdraw the funds from an ATM in as 
few transactions as possible, so you reduce the foreign bank servicing fees.

Published by: Fidelity Investments.

Adam’s Comment: I thought this article would be a good check-in on how you deal with 
paying for things when preparing for international travel.  I have always been a credit card 
person domestically as well as on international trips.  This has turned out to be a wise 
decision, as I had to dispute a charge on my recent trip to Portugal.  Because I used my 
credit card on the purchase, it was easy to dispute the charge from the Canadian credit card 
provider.  Based on my conversation with the representative from the credit card company, 
inappropriate charges are regular business for many international merchants, especially car 
rental companies.



Contact Information

Address: 300 The East Mall Suite 306
Toronto, Ontario, Canada

M9B 6B7

Phone: 416-901-6500

Toll-Free: 1-888-220-2722

Fax: 416-901-9600

Email: Adam.McHenry@manulifesecurities.ca

Website: www.adammchenry.com
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Disclaimers
Manulife Securities and the block design are registered service marks and trade marks of The Manufacturers Life 
Insurance Company and are used by it and its affiliates including Manulife Securities Incorporated / Manulife Securities 
Insurance Inc. 

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. Manulife, the Block Design, the Four Cubes Design and Strong 
Reliable Trustworthy Forward-thinking are trademarks of The Manufacturers Life Insurance Company and are used by it, 
and by its affiliates under license.

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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