
 

Take OAS now or later?
Factors to consider

Reducing or avoiding OAS clawback.  
If your net income exceeds a certain level 
($74,789 for 2017), your OAS benefits are 
gradually clawed back. 

So if you are planning to work past age 
65 or expect to have other sources of 
income, deferring OAS may help minimize 
the clawback.  

Every situation is unique
There are pros and cons on either side of 
the question. We can help you weigh all 
the factors and arrive at the choice that’s 
right for you. n

1 Government of Canada Old Age Security payment amount  
   April–June 2017.

If you meet the eligibility requirements, 
you can start collecting Old Age Security 

(OAS) benefits as soon as you turn 65. But 
you don’t have to take them then. In fact, 
you can delay OAS by up to five years, and 
increase your payments by up to 36%.

Is this a strategy that makes sense for 
you or your spouse? The following factors 
may help you decide.

Why delay?
There are two main benefits to delaying OAS:  

Higher monthly payments. For each 
month beyond age 65 that you delay OAS, 
your payment will go up by 0.6%. 

So if you turned 65 in June 2017 and 
were eligible for the full OAS pension, you’d 
receive approximately $580 a month.1 Delay 
payments to age 70, and they’d increase by 
36%, to about $790 a month. And that’s not 
including any cost-of-living increases.
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The spectacle of the new, media-savvy 
U.S. president has made it hard to look 

away from events stateside. But we’d like  
to draw your attention homeward for a 
moment. 

The International Monetary Fund (IMF)  
is predicting that Canada will post the second 
highest growth rate among advanced 
economies in 2017 and 2018.1 Indeed, 
Canadian markets are well positioned to 
adapt to shifting global themes in 2017, 
including a rebound in commodity prices. 
Mutual funds offer a convenient way to take 
part in Canada’s recovery.

Resource rebound
The resource sectors, such as 
materials and energy, helped 
the Canadian markets rebound 

in 2016, and this theme is playing out 
again in early 2017. The energy sector is 
feeling better about its prospects since U.S. 
President Trump came into office, and with 
pipelines getting the go-ahead in Canada 
and possibly the U.S., energy could benefit. 
The materials sector could benefit from the 
continued recovery in U.S. housing, along 
with the new administration’s focus on 
building out infrastructure.

How to take part. There are many ways to 
take part in the resource rebound. Diversified 
natural resources funds may include energy 
and materials investments, while many core 
Canadian equity funds will also have market-
weighted allocation to the resource sector. 

Industrials and infrastructure
With Canada’s economy picking 
up steam, the industrials sector is 
poised to benefit. Investing in 

infrastructure is a key part of President 
Donald Trump’s economic strategy and was 
also a prominent feature of Prime Minister 
Justin Trudeau’s economic update last fall. 
Infrastructure is also expected to give a lift  
to the industrials sector here in Canada, 
while providing support to the materials 
sector as well.

How to take part. Broad-based Canadian 
mutual funds will have positions in the 
industrial sector. Global infrastructure funds 
provide an opportunity to take part in the 
expected infrastructure renaissance in both 
Canada and the United States.

Bullish on banks
Economic growth in the U.S. 
and in Canada could prove 

positive for Canada’s all-important financial 
sector, as should rising interest rates in the 
U.S. and less financial regulation south  
of the border. Canada’s financial sector is 
attractively valued, and is home to many  
of the most stable blue-chip companies in 
the country.

How to take part. Many Canadian 
equity funds include banks among their top 
holdings, but there are also funds that focus 
exclusively on the financial sector.

Diversify through real estate
With positive economic 
growth expected for Canada 
and the U.S. and a lack of 

affordable rental units here at home,  
real estate investment trusts (REITs)  
could perform well. For investors, real  
estate provides opportunities to diversify 
their portfolios in ways that aren’t 
connected with traditional stock  
markets.

How to take part. Real estate funds 
typically invest in REITs and public real 
estate companies. 

REITs are also commonly found in 
income mutual funds. The majority of  
real estate funds hold commercial and 
corporate properties, although they also 
may include undeveloped land, apartment 
complexes, and agricultural space.

Investment considerations
Canada’s prospects have always 
been tied to events in the U.S., 
and while the economic 

agenda south of the border currently  
aligns with ours, President Trump is still  
a wildcard, as are any potential revisions  
to the North American Free Trade 
Agreement (NAFTA) that may affect 
Canadian exporters.

As part of your diversified investment 
strategy, let’s work together to find the 
amount of Canadian exposure that’s right 
for you as well as individual funds that 
align with your investment objectives and 
risk tolerance. After all, what better way  
to celebrate Canada’s sesquicentennial  
than by participating in the growth of  
our markets? n

1 International Monetary Fund, World Economic Outlook Update,  
   January 2017.

Canada: 150 years old and plenty to celebrate! 
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The MONEY file
T I P S  A N D  T A C T I C S  T O  H E L P  Y O U  G E T  A H E A DSmooth out the cost of U.S. dollars

If you visit the U.S. frequently, invest or do business there, or plan to 
spend a lot of time in the States in retirement, a U.S.-dollar banking 
account can be convenient and save you time and effort when you need 
U.S. funds. Many Canadian financial institutions offer a range of U.S.-
dollar savings and chequing accounts, which give you the option to 
save, write cheques, and earn interest in U.S. dollars.

But with the U.S. dollar expected to remain strong in 2017, you may 
be concerned about currency exchange costs. An easy solution is to 
take a “dollar-cost averaging” strategy to purchasing U.S. dollars. 
Here’s how it works:

Step 1. Open a U.S.-dollar banking account.

Step 2. On a regular basis, use the same amount of Canadian dollars to 
purchase U.S. currency. For example, you might exchange C$200 every 
month, C$500 every quarter, or C$1,000 every six months — whatever 
suits your cash flow.

Over time, this approach can help to smooth out the effect of 
exchange-rate fluctuations — all while earning interest on your 
savings. When you need to access U.S. funds in the future, they’ll be 
readily available, and the exchange rate won’t matter. n

MONEY MANAGEMENT

EYEOPENER

Are you prepared for a financial setback?
A recent bank survey1 suggests that about half of all Canadian 
homeowners don’t have enough money set aside to deal with a 
financial emergency — and that one-quarter of those surveyed had less 
than $1,000 in reserve.

How much is enough?
The general rule of thumb is to keep enough cash on hand to 
cover three to six months of living expenses — groceries, the rent 
or mortgage, utilities, phone, transportation, and other necessities.

The amount that you should be saving will depend on your 
personal circumstances. If you are single, have a secure job, and 
your skills are in high demand, you can probably get by with 
three months in reserve. If you have dependents or your income 
fluctuates because you work on commission or are self-employed, 
you may want to build a larger emergency fund. 

Where to keep it
You’ll want the money you put away for financial setbacks to be 
completely secure and easily accessible. Money market funds, 
cashable Guaranteed Investment Certificates (GICs), and high-
interest savings accounts are all good options. 

We can help you figure out how much of an emergency reserve 
is right for you and choose the best place for it. n

 

1 Manulife Bank of Canada, Debt, dollars and decisions: Three generations of homeowners talk about debt and money management, November 2016.
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ESTATE PLANNING

Keep your will  
up-to-date
Making a will is an essential step in 
helping to ensure your wealth passes to 
the people and organizations that 
matter to you. But making a will is just 
the first step in protecting your family 
and your wealth. Equally important is 
keeping this document up-to-date. 

Triggering events 
Be sure to review and update your will if: 

•  You (or one of your beneficiaries) get 
married, separated, or divorced. 

•  Your executor or beneficiaries move to 
another province or country.

•  You acquire real estate in a new province 
or country.

•  You acquire new dependants — for 
example, if your elderly parents move in 
with you.

•  You acquire a new beneficiary, such as a 
grandchild.

•  Your executor or one of your beneficiaries 
passes away.

•  Your executor or trustees are no longer 
willing or able to accept their roles.

•  There is a significant change in your  
net worth (for example, you receive an 
inheritance).

A proactive approach  
Even if there have been no major 
changes, it’s a good idea to review your 
will with a professional every year or 
two. That way, you can be confident  
that it continues to reflect your wishes 
and aligns with current tax legislation 
and family law. n

RETIREMENT PLANNING

Planning for retirement is a 
duet, not a solo performance

What’s the secret to a successful long-
term relationship? Many couples 

might say communication, openness, 
honesty, or doing things together. These 
are all items that can be applied to 
retirement planning — with equal success. 

In fact, for couples who are nearing or 
in retirement, planning for future goals 
together may not only increase the 
likelihood of achieving them but also 
enhance family harmony. 

For example, let’s say your partner wants 
to start a business or to build a career as an 
artist; in this case, you may be better off 
hanging onto your “day job” until your better 
half gets some momentum going. That way, 
you’ll both be protected on the downside if 
things don’t work out as planned. 

Similarly, if you both dream of retiring in 
Florida (or Bali), formalizing this goal early 
vastly increases your chances of achieving it. 

Contingency planning  
How well prepared are you and your spouse 
to deal with a short-term disability that 
prevents one of you from working? What 
about a job loss? Or widowhood? 

While you may have enough money to 
cover your all of the expenses, your partner 
may not. Or vice-versa. Knowing this early 
can help us build the protection you need 
into your plan. 

More effective asset allocation
A coordinated approach to investing can 
help us to identify gaps, redundancies, and 

rebalancing opportunities in your portfolios. 
For example, if you and your partner are 

fully invested in equities, you may be 
exposed to excessive risk as a couple. On the 
other hand, if you are both fully invested in 
fixed-income securities or cash, you may be 
missing out on growth opportunities. 

Better tax planning   
Prior to retirement, we can explore the 
potential benefits of spousal Registered 
Retirement Savings Plans (RRSPs) as a way 
to divert taxable income into the hands of 
the lower-income spouse. After retirement, 
pension income-splitting may afford 
similar benefits.

A coordinated approach 
Let’s be candid: Different ideas about how 
money should be managed can lead to 
conflict. But they can also lead to new 
ideas, learning from each other, and 
growing as a couple. That said, be aware of 
what you are both doing and establish 
boundaries to reduce discord. 

In short, marriage is far more than just 
a matter of love; under Canadian law, it is 
also regarded as an economic partnership. 
While you each may want to manage your 
money separately, in practical terms you are 
both in the same boat financially. 

So bring your spouse along the next 
time we meet. You will get a lot farther if 
you are both rowing in the same direction! n


