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Do You Have a Positivity Bias?
Are you inclined to have a more positive view 
of the current state of the markets? If so, 
according to some researchers, you may be 
an exception to the norm. They believe that 
humans are naturally biased to be negative 
and this has evolved from a critical survival 
trait. Consider that in prehistoric times, man 
faced a world filled with predators and 
danger. The negativity bias in our thinking was 
adaptive and increased the probability that we 
would remain part of the gene pool.

As such, it’s not a surprise that the current bull 
market has been called the “most unloved 
bull market in history”. The prolonged positive 
market period has been met with caution and 
defensive sentiment by many. This, despite 
recent record-breaking performance by the U.S. 
indices, solid performance by the Canadian 
markets since January 2016 (when the price 
of oil rebounded from its lows) and stronger 
economic data from both nations.

The field of behavioural economics helps to 
explain why our perceptions may sometimes be 
skewed by negative bias, and how emotional 
factors can affect economic decision making. 
Pioneers in this area, such as Nobel Prize winner 
Daniel Kahneman, have determined that 
individuals make irrational decisions because 
their fast-thinking capabilities, often driven by 
emotion, can overtake a slower, more analytical 

mode in which reason dominates. A simple 
math problem illustrates how fast thinking 
works: If a baseball bat and ball cost a total of 
$1.10, and the bat costs $1.00 more than the 
ball, how much does the ball cost? Intuition 
and fast thinking lead most people to answer 
$0.10, which is incorrect.1 In investing, fast 
thinking can cause poor decision making. For 
example, investors may sell low or buy high 
due to pressure or anchor to a particular price 
target when it may not be warranted.

Being aware of the influence of emotions 
and bias on investing can help to better 
regulate them. This may include sticking 
to an investment plan during volatile times 
or avoiding the urge to react to social and 
media pressure. We can also integrate 
different techniques into our investing 
programs, such as regularly rebalancing 
portfolios, using managed products to put 
buy/sell decisions in the hands of experts or 
incorporating systematic investing programs 
to avoid market timing. 

Most important, we are here to help remove 
the impact of emotions and bias from 
investing and provide support as you chart the 
course for longer-term success. While we may 
need a negative focus to survive, there are 
merits to having a positive one to thrive.
1. Answer: $0.05 ball plus $1.05 bat equals $1.10.
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The holiday season is behind us and
our New Year’s resolutions, if any,
should now be firmly in place. Here’s
hoping that you succeed with whatever
plans or objectives you have set for
2013!

Experience shows, however, that
resolutions are not easy to keep. The
reason? Our natural tendency is to
procrastinate: to maintain our current
habits and refrain from making
sweeping changes to our activities.

This tendency goes beyond any
aspirations to lose weight, to get more
exercise or to stop smoking. Indeed, it
may apply to investing as well.

The new year has started with
continuing global economic concerns.
At the time of writing, although the
Canadian economy has remained
relatively resilient and we have seen
improvements in the U.S. labour and
housing markets, ongoing questions
still remain.

Will the progress made in solving
Europe’s ongoing financial troubles
continue? Has China’s slowing
performance stabilized? Has the
looming federal debt situation in the
U.S. been resolved?

All this may be enough to drive
procrastination when it comes to
participating in markets. Investors

would do well to remember, however,
that times of uncertainty are precisely
when change begins to take place and
bull markets can begin to form. One of
the biggest risks in investing is often
not the threat of a falling market, but
missed opportunities in a rising market.
That’s why regular market participation
is important.

For other investors, procrastination
may take the form of simply ignoring
the value of time. The impact of
contributions to a Registered
Retirement Savings Plan (RRSP) or Tax-
Free Savings Account (TFSA) can be
substantial over the years. Even small
amounts regularly contributed can
make a huge difference. And by starting
early, the magic of compounding can
have significant effects.

Comedic actor Will Rogers aptly
said: “Even if you are on the right track,
you will get run over if you just sit
there”. When it comes to your
investments, sitting on the sidelines has
never been the most effective way to
build wealth.

Instead, let us help as you resolve to
participate, not procrastinate!
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Maintaining Your Perspective
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The economic news around the 
world continues to have a positive tone. 
Gross domestic product (GDP) figures 
from Europe indicate that the Eurozone 
region has emerged from recession and 
the U.S. has had improving GDP and 
unemployment rates. Many of these 
economic improvements have been 
reflected in the performance of several 
international markets. But here at home, 
the Canadian market continues its slow 
crawl largely due to challenges in the 
resource sector. 

Although nobody can predict when 
the next upturn will occur, history has 
shown us that it is likely only a matter of 
time before domestic markets will begin 
to climb. After all, markets are cyclical by 
nature. Rather than focusing on the short 
term, a look at the bigger picture may 
help to put things in perspective.

A recent study uses the iconic Big 
Mac hamburger to compare the time 
it takes a worker to afford a Big Mac 
in different countries, using the local 
minimum wage rate relative to the cost of 
a hamburger in each country.

The highest ranking country is 
Australia, where it takes only 18 minutes 
to ‘earn’ a Big Mac. Canada also ranks near 
the top of the list, where it takes a worker 
only about 30 minutes. Contrast this with 
Russia, where it takes almost 2.6 hours, 
or Sierra Leone in Africa, where it takes a 

shocking 136 hours!
Canada’s standard of living remains 

one of the highest in the world. Our 
nation is consistently envied by our 
world peers. In fact, in the Economist 
Intelligence Unit’s recent ranking of the 
world’s 10 best cities in which to live, 
three Canadian cities — Vancouver, 
Toronto and Calgary — ranked in the top 
five. 

Canada also allows us the opportunity 
to grow our wealth in a free-market 
environment. As Canadians, we continue 
to increase our personal wealth and are 
more financially secure, even compared to 
just 10 years ago (although debt concerns 
continue to persist) and also compared to 
our neighbours to the south. 

As we have seen in the past, a 
lift in the markets can happen at any 
time. In the meantime, as we enjoy the 
Thanksgiving season, let’s give thanks 
for the many great things about Canada 
— good reminders to help maintain 
perspective.
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The holiday season is behind us and
our New Year’s resolutions, if any,
should now be firmly in place. Here’s
hoping that you succeed with whatever
plans or objectives you have set for
2013!

Experience shows, however, that
resolutions are not easy to keep. The
reason? Our natural tendency is to
procrastinate: to maintain our current
habits and refrain from making
sweeping changes to our activities.

This tendency goes beyond any
aspirations to lose weight, to get more
exercise or to stop smoking. Indeed, it
may apply to investing as well.

The new year has started with
continuing global economic concerns.
At the time of writing, although the
Canadian economy has remained
relatively resilient and we have seen
improvements in the U.S. labour and
housing markets, ongoing questions
still remain.

Will the progress made in solving
Europe’s ongoing financial troubles
continue? Has China’s slowing
performance stabilized? Has the
looming federal debt situation in the
U.S. been resolved?

All this may be enough to drive
procrastination when it comes to
participating in markets. Investors

would do well to remember, however,
that times of uncertainty are precisely
when change begins to take place and
bull markets can begin to form. One of
the biggest risks in investing is often
not the threat of a falling market, but
missed opportunities in a rising market.
That’s why regular market participation
is important.

For other investors, procrastination
may take the form of simply ignoring
the value of time. The impact of
contributions to a Registered
Retirement Savings Plan (RRSP) or Tax-
Free Savings Account (TFSA) can be
substantial over the years. Even small
amounts regularly contributed can
make a huge difference. And by starting
early, the magic of compounding can
have significant effects.

Comedic actor Will Rogers aptly
said: “Even if you are on the right track,
you will get run over if you just sit
there”. When it comes to your
investments, sitting on the sidelines has
never been the most effective way to
build wealth.

Instead, let us help as you resolve to
participate, not procrastinate!
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As the year progresses and the global
economic situation shows signs of
continuing improvement, there are also
signs of renewing confidence in the
financial markets. In the first quarter of
the year, the Dow Jones Industrial Average
surpassed the record high closing level of
14,164.53 points set back in October
2007. The S&P/TSX Composite Index has
recovered to the level it reached prior to
the collapse of Lehman Brothers that
precipitated the financial crisis in
September 2008. However, it still remains
well below the all-time highs reached
before the crisis as the resources sector has
been particularly slow to recover.

Will the markets continue their
upward trajectory?

What lies ahead can never easily be
predicted, regardless of what the indicators
may be telling us.

Consider the performance of the
markets last year. Despite Canada's
relatively stable economic situation, as
arguably the strongest of the G8 countries
and the envy of many international peers,
the S&P/TSX Composite Index
experienced significant declines in the
middle of the year, improving in the third
quarter but posting only a 4.0 percent
gain over the year.

Contrasting this, the ongoing
economic struggles in the U.S. dominated
last year's headlines but didn't seem to
affect U.S. markets in much of an adverse

way. Instead, the S&P 500 Index showed
notable advancement throughout most of
last year and finished with an impressive
13.4 percent gain.

This goes to show how difficult it is to
predict the future performance of the
markets by extrapolation. As investors,
allowing for the unpredictable can be one
of the keys to investment success. This
includes maintaining flexibility in your
investment strategy. As times change, you
may need to adapt your investment
approach, by embracing new opportunities
or making changes to current holdings.
Equally important is investing according
to the individual investment plan that has
been designed with your personal goals
and needs in mind, not by what the
headlines may be saying.

Embrace the good times in the
markets and let's hope that they continue.
But have confidence knowing that with
the proper investment plan in place, you
are better prepared to navigate whatever
the future brings.

www.walkerwealthmanagement.com

Estate Planning and Taxes
Leaving Less to the Tax Collector

As the old adage goes, “nothing
is certain but death and taxes”. So it
is surprising that many of us are
reluctant to address the issues that
surround death, especially as they
relate to taxes. There are a number of
strategies that may minimize the
amount of your hard-earned wealth
that will be left to the tax collector.

Unlike the U.S., Canada does not
have an estate tax. Rather, in Canada
you are deemed to have sold all of your
assets at death and your estate is
subject to tax on any accrued gains. For
many estates, the greatest tax exposure
arises from investments sitting in a
registered account such as a Registered
Retirement Savings Plan (RRSP) or a
Registered Retirement Income Fund
(RRIF), capital gains on other
investments, and assets such as
vacation properties that have
appreciated in value over time.

Here are some ways to minimize
the tax when it comes to your estate:
• Defer Taxes — In extreme cases,

the tax liability associated with
appreciated assets can be so
significant that estates have to
liquidate assets, such as businesses or
cottages, to cover the tax expense. In
such situations and in many less
extreme cases, it makes sense to defer
taxes. With a spousal rollover, as one
example, assets may be transferred
upon your death to your surviving
spouse, or a spousal trust, on a tax-
deferred basis with the associated
tax liabilities being deferred until
your spouse dies or the asset(s) are
sold.

• Use Exemptions — Exemptions
within the tax rules can offer
significant savings. If you own more
than one property, proper planning
and use of the principal residence
exemption may provide an
opportunity to reduce the total tax

liability on these properties. If you
are a business owner, the lifetime
capital gains exemption (CGE) may
be effectively applied by the estate.
We discuss the CGE in further detail
in this newsletter.

• Minimize Foreign Estate
Taxes — This may be necessary if
you own assets outside of Canada or
if any of your beneficiaries reside in a
country which has an estate tax. For
many Canadians it is common to
own U.S. assets. Under U.S. tax law,
U.S. “situs” assets, which include
U.S. real estate and shares in U.S.
corporations, may be subject to the
U.S. estate tax. There are a variety of
ways to minimize a potential U.S.
estate tax bill, including disposing of
U.S. situs assets prior to death or
using a Canadian holding company,
trust or partnership to own the U.S.
situs assets.

• Freeze Taxes — If you own a
business, you may wish to freeze your
tax liability at death based on today’s
value of the business and transfer any
future growth (and the related tax
liability) to another party, such as
your adult child. By using an estate
freeze, you can continue to control
the business and you can lock in your
future tax obligations, while the
other party benefits from any
increases in the value of the business
(but is also liable for the future taxes
on the growth) after the date of the
estate freeze.

• Plan on Giving — Leaving a
legacy through a charitable donation
can have a lasting impact while
potentially offsetting 100 percent of
net income in the year of death and
the year preceding death, if
structured properly.

When it comes to your estate,
various tax planning techniques can

have a significant impact on the assets
that you leave behind. Seeking advice
from a professional can help to ensure
that your plan has been structured
properly and most effectively, in order
to keep your estate’s taxes to a
minimum so that more of your assets
can be passed on to your heirs.

Dying "intestate", or without a
will, may result in the province
distributing your assets according
to preset rules that may not align
with your wishes. Administrative
delays may also result from the
absence of a will.

Despite these and other issues,
many people continue to die
without a valid will. Here are some
very prominent individuals who
have died without a will:
• Abraham Lincoln (assassinated in

1865) — The first U.S. President
to die intestate. Ironically,
Lincoln was a lawyer.

• Jimi Hendrix (died in 1970) —
The battle over his estate took
over 30 years to settle. The
estates of artists like Hendrix
often face the added complexity
of having incoming streams of
revenue after death.

• Pablo Picasso (died in 1973) — It
was estimated that Picasso's
estate cost $30 million and took
almost six years to settle.

• Bob Marley (died 1981) —
Despite knowing that he had
terminal cancer for almost a year,
Marley failed to write a will for
his estimated $30 million estate.

Dying Without a
Will?
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Take a Vacation from the Headlines
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Summer is synonymous with 
vacation. When it comes to your 
investments, taking a vacation — that is, 
from the headlines — may be one way to 
improve your investing behaviour.

Technology has created new forms 
of media that have improved our 
connectivity, but at the same time have 
also amplified the ‘noise’. News travels 
more quickly and reaches more people 
than ever before. Seemingly, it has also 
increased the potential for people to 
overreact. 

Temporary “market mayhem” 
resulted in April when a hacked Twitter 
account of the Associated Press (AP) 
deceptively reported that U.S. President 
Obama had been injured in an explosion 
at the White House. This sent the Dow 
Jones Industrial Average (DJIA) into 
a 150-point tailspin within seconds, 
following strong gains earlier in the day. 

After it was revealed that the AP 
account had been compromised, the 
recovery of the DJIA showed that the 
market is also very efficient in correcting 
mistakes like these. Although high-
frequency trading algorithms played a 
role, the event demonstrated how quickly 
information spreads and how hastily 
financial markets can react.

This is a good reminder that it may 
be better to step back from what the 
headlines are saying. It is not uncommon 
for the media to target our emotions and 

it is all too easy to react to short-term 
hype that could be either negative or 
positive. 

Another problem with following the 
headlines too closely is that the markets 
sometimes may not react the way you 
would expect. Throughout the history 
of the stock markets, prices have often 
moved up or down when the prevailing 
sentiment suggests otherwise. We have 
seen this more recently with the record-
setting performance of the U.S. markets 
despite the nation’s continuing economic 
struggles and well before any signs of 
sustained economic growth. 

Headlines aside, it is investing for 
the longer-term that will help to provide 
the growth and resulting returns to 
investors. Remember the objectives set 
out in your personal financial plan as they 
have been put in place to be your guide. 
Make sure to keep them working for you, 
so that you can take a vacation from the 
headlines.
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By recent accounts, the estimated cost of raising a Canadian child 
from birth to adulthood is between a whopping $193,000 and 
$250,000.1 Are you using all the tools available to you to help 
with the expense? The latest Statistics Canada figures reveal that 
many families are not: around 50 percent of eligible beneficiaries 
do not yet have a Registered Education Savings Plan (RESP).2 

RESPs: The Reasons Are Many

The benefits of having an RESP for a child’s education 
planning should not be overlooked. Consider that the average 
undergraduate university tuition is $6,400 per year. Combined 
with room/board and other incidentals, a year at a major 
university can cost in excess of $20,000. Even with scholarships 
or government assistance, a large number of students will end up 
graduating with significant debt.

RESPs: Well Designed

RESP funds grow on a tax-deferred basis within the plan. 
Assets may be invested in a wide range of securities. Although 
contributions are not tax-deductible, when investment income 
and government grants are eventually paid out for approved 
educational purposes, they are taxed in the hands of the student 
beneficiary. This is likely to result in minimal taxes as the student 
beneficiary will likely be taxed in a lower marginal tax bracket. 
The RESP can also promote gradual and steady savings, which 
may benefit from compounded growth over time.

CESGs: Don’t Pass Up “Free” Money

A key feature of the RESP is that the government offers the 
Canada Education Savings Grant (CESG), equal to 20 percent of 
the contribution amount made, to a maximum grant of $500 

per beneficiary per year (or $1,000, if there is unused contribution 
room from the previous year). The CESG is available until the end 
of the calendar year in which the beneficiary turns age 17 and 
certain conditions apply. CESGs offer the potential lifetime benefit 
of $7,200 per beneficiary provided by the government, which is a 
significant contribution that should not be overlooked.

RESPs Can Help Grandchildren

Setting up an RESP is a great way to help grandchildren. If 
parents do not have the current financial means, this may help 
beneficiaries to access the CESGs during the age qualification 
period. Here’s how an annual contribution can grow over time:

Contribution Per 
Year, Starting Age 1

Total Contribution 
(From Age 1 to 19)

Return at Age 19 
@5% annual return

$200 $3,800 $7,247

$500 $9,500 $18,118

$1,000 $19,000 $36,237

$1,500 $28,500 $54,355
Assumes 5 percent compounded annual growth on principal and on CESG 
(calculated at 20 percent of principal contribution). 
Source: 1. Ontario Securities Commission, www.getsmarteraboutmoney.ca; 2. 
open.canada.ca/data/en/dataset/f2113c88-8fed-43bb-9255-968200182e52

Kids Are Back in School

RESP: Don’t Overlook the Benefits

Joint Ownership: There May Be Implications
More frequently, parents and adult children are holding assets in 
joint ownership, such as investment accounts or properties.1 This 
is often done to help manage the assets as parents age, allow for 
ease of asset transfer after the death of the parent and minimize 
estate administration tax (in provinces where applicable). 
However, holding assets in joint ownership with children may 
have unintended consequences. Here are just a few:

It may cause estate equalization issues. Jointly-owned 
property will not form part of the estate. If the intent is to 
equalize an estate for multiple beneficiaries, there is no guarantee 
that a child will share the jointly-held asset after the death of 
the parent, which can lead to court disputes. Income and estate 
administration taxes may also unevenly impact the value of an 
estate which includes jointly-owned property. In these situations, 
experts suggest documenting your intentions.

There can be tax implications. For example, transferring 
property to joint ownership may, depending on the form of joint 
ownership chosen, trigger a capital gain with tax payable in the 
year of transfer. As well, where the property is a residence, the 
transfer may lead to a suboptimal use of the principal residence 
exemption (PRE). For certain assets, other planning tools (such as 
using a trust) may have better tax outcomes. 

Assets may be exposed to creditors or a former spouse of a 
joint owner. This may occur in the event of financial difficulties or 
a marriage breakdown, thereby putting assets at risk.

These are only some of the potential implications to be aware of 
prior to entering this type of arrangement. Consult with legal, tax 
and estate planning experts regarding your situation. 
Note: 1. “Joint ownership” refers to a situation in which an asset is owned by more 
than one person with rights of survivorship and is separate from the legal concept 
of tenants in common. Not applicable in the province of Quebec.



Final Months of the Year

Time to Think About Year-End Tax Planning
Is it too early to think about the year end? Not at all, if you are 
thinking about tax-planning strategies. Now may be a good time 
to take steps to minimize your 2017 taxes. Here are a few ideas:

Age 65 or Older: You are eligible for the pension income 
tax credit. This allows a taxpayer to claim a non-refundable tax 
credit on up to $2,000 of eligible pension income. If you don’t 
have any pension income, generate some for yourself. Move a 
small portion of your Registered Retirement Savings Plan (RRSP) 
assets into a Registered Retirement Income Fund (RRIF). You can 
then withdraw $2,000 each year until you convert your RRSP 
and start drawing “regular” income. This may be a great way to 
effectively withdraw RRSP funds on a tax-efficient basis.

Age 71: Convert your RRSP before year end. You have 
several options, including converting to an RRIF or annuity, or 
taking all or a portion in cash (subject to taxes at your marginal 
tax rate). We can help with the decision. However, the process 
of transferring accounts can take time, so don’t leave the 
decision until the last minute. Also, consider making a final RRSP 
contribution. This must be done by December 31, 2017 instead 
of the regular RRSP deadline of March 1, 2018.

At Any Age: Consider maximizing your charitable 
donations, especially if you haven’t claimed them on your 
previous tax returns. Remember, this is the last year of the 
First-Time Donor’s Super Tax Credit (FDSC), which provides an 
additional 25 percent credit for first-time donors on up to $1,000 
of donations. The FDSC is generally available to an individual if 
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neither (s)he nor his/her spouse/common-law partner has claimed 
and been allowed a charitable donation tax credit for any year after 
2007. Eligible donations must be made by year end.

Make Registered Education Savings Plan contributions. While 
contributions are not tax-deductible, the end of year deadline may 
be important to take advantage of the Canada Education Savings 
Grants, which can then be invested on a tax-deferred basis.

Make RRSP contributions for the 2017 year. You still have until 
60 days after the end of the calendar year to make a contribution 
to save on 2017 taxes.

Use capital losses to offset capital gains. Before year end, you 
may be considering the sale of certain non-registered investments 
that are in a loss position. Realizing such losses may provide potential 
tax benefits, where they can be used to offset taxable capital 
gains. Care must be taken when doing this, so the assistance of a 
professional may be beneficial.

$678M Unclaimed? The Value of Consolidation
It may be easier than we think to lose track of funds over 
time. According to the Bank of Canada, $678 million remains 
unclaimed as of the end of last year. This includes Canadian-
dollar deposits or negotiable instruments, such as GICs, term 
deposits, bank drafts or money orders in which there has been 
no activity for 10 years and the owner cannot be contacted.

The Bank of Canada holds the balance for 30 years after the 
period of inactivity and you may be able to claim the balance if 
you are its rightful owner. You can search for unclaimed balances 
at: www.bankofcanada.ca/unclaimed-balances/

Such a large unclaimed amount demonstrates that funds can 
easily be lost over time. Bank accounts may be forgotten, 
cheques may be undeliverable if you have moved or company 
retirement plans may be forgotten if you change jobs. 

If you have multiple accounts at different financial institutions, 
there may be an opportunity to consolidate to help keep track of 
funds. There may be other benefits too, including the following:

Better administration — Consolidation may reduce paperwork 

or simplify the processing of annual tax returns and the eventual 
administration of your estate.

Improved asset allocation — Consolidation may improve 
visibility of your investments when considering risk exposure. 
Holding investments across several locations may make overall 
asset allocation difficult: you may have duplicate securities or be 
overly exposed to certain asset classes. As investments change, 
consolidation can help to make the task of rebalancing easier. 

Better tax efficiency — The tax treatment of investment income 
generally depends on the type of income generated (interest, 
dividends or capital gains) and where investments are held (in 
registered or non-registered accounts). Consolidation may help to 
identify tax-effective ways to structure your investments.

Be aware of certain complications with consolidating accounts 
or investments. Investments may be locked-in and may need to 
be migrated over time, or may be subject to tax implications that 
make a transfer unwise. Each situation differs so seek advice or call 
for assistance.
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What’s Happening with the Canadian Dollar?
At the beginning of the year, it appeared that the Canadian 
dollar would experience continued weakness, largely due to 
persistently low oil and other commodity prices. However, 
since May, the Canadian dollar has reversed its course and 
strengthened despite lower oil prices. Why? 

The Canadian economy has been performing well, with strong 
job market, retail sales and GDP figures released during the 
summer. With the Bank of Canada increasing its benchmark 
interest rate in both July and September, Canadian dollar 
deposits also became more attractive and put upward pressure 
on the dollar. The loonie has also received a boost from 
weakness in the U.S. dollar.

A stronger Canadian dollar is good news for Canadians who 
spend periods of time vacationing in the U.S. However, it 
may be met with less enthusiasm by those investors carefully 
watching their U.S. dollar-denominated securities reduce in 
value relative to the Canadian dollar. 

Remember that the exchange rate prevailing at the time of the 
purchase and sale of an asset will impact the capital gain/loss 
realized for tax purposes when foreign-denominated assets are 
converted to Canadian dollars. As the example (inset) illustrates, 

Example: The Effect of Foreign Exchange Rates

Consider the situation where an individual purchased a share 
of Company X for US$1,000 when the CAD/USD exchange 
rate was at 0.6666. The individual then sold the share of 
Company X at a later date for US$1,200 when the CAD/USD 
exchange rate was 0.80. 

Share price gain in USD = 20%
Realized Gain(+)/Loss(-) in Canadian Dollars = 0%   

Why? The proceeds of the sale in Canadian dollars 
are $1,500 (i.e., US$1,200/0.80), which is equal to the 
adjusted cost base in Canadian dollars of $1,500 (i.e., 
US$1,000/0.6666), assuming no transaction costs.

even though a transaction may appear to produce one result in a 
foreign currency, when the fluctuations in foreign exchange rates 
between the dates of purchase and sale are contemplated, the 
results for Canadian tax purposes can be significantly different.

What Does This Mean for Investors?

Investors will be prudent to remember that investment decisions 
should not be made based on expectations of future foreign 
currency movements. Within a well-diversified portfolio that has 
exposure across different geographies, the effect of currency 
movements also tends to even out. Often a rise in one currency is 
offset by a decline in another. While exchange rates fluctuate from 
year to year, the impact of currency changes on investment returns 
has the tendency to decline over time. 

And, similar to timing the stock market, accurately predicting 
currency changes over time is not likely to be a winning game. At 
the same time, a higher Canadian dollar relative to other currencies 
may make the purchase of foreign-denominated securities or 
assets more attractive, should the opportunity make sense.

Where Will the Dollar Stabilize?

As with any forecasting, there is no certainty on where the 
Canadian dollar will stabilize over time. The only certainty? 
Currencies will continue to be in transition. Instead, focus on your 
investment plan’s goals and try to enjoy the positive effects of a 
rising Canadian dollar: that cross-border vacation may just have 
become a bit more affordable! 
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