
   
 

 
 

 

Monthly Update and Article of 

Interest from Lakewood Wealth 

 

Dear (clients); 

Below is the latest monthly market update for October.  Following that is a topic 
we have been getting asked about lately that you may find interesting titled; How 
Investment Income Is Taxed?  Please contact us directly if you have any questions 
or needs. 

 

Last Month in the Markets – September 1st – 30th, 2019 

 

 

 

 

 
 

                        (source: Bloomberg  https://www.bloomberg.com/markets)  

What happened in September?  
Over the course of the last month equity markets in North America managed to move ahead 
well, with the NASDAQ acting out of character as the laggard.  The NASDAQ still leads the pack 
with a gain of nearly 21% for 2019, but trails the TSX, S&P 500 and Dow over the past year with a 
loss while the others have gained 2-4%. 

      (source: ARG analysis and Bloomberg  https://www.bloomberg.com/markets) 

A number of positive political developments that began in early September positively influenced 
equities throughout the month.  
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+ 18.74% 
+   2.15% 

  + 15.39% 
  +   1.73% 
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-   0.58% 

+ 2.99% 
- 2.51% 

+ 14.95% 
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$ 45.05 
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• The United States and China announced plans for renewed negotiations scheduled to 
begin in October. 

• Hong Kong leadership withdrew the bill allowing extradition of its citizen-residents that 
caused months of increasingly violent protests. 

• The U.K. Parliament passed legislation meant to prevent a no-deal Brexit that prevents an 
enhanced level of uncertainty across the entire continent.  

Early on September 13th, the TSX achieved a new all-time high.  With its heavy weighting (36% of 
the index), the Financial sector led the way in Toronto.  The index peaked one week later before 
settling back down at by the end of September.  
https://web.tmxmoney.com/indices.php?section=tsx&index=^TSX#indexInfo  

On September 18th the Federal Reserve in the U.S. cut its benchmark overnight rate by 25 basis 
points (¼ of one percent).  https://www.federalreserve.gov/newsevents/pressreleases/monetary20190918a.htm    

https://www.federalreserve.gov/monetarypolicy/fomcpresconf20190918.htm  

Political turmoil swirled in many countries important to domestic investors, including Canada. 
The Federal election campaign continued in earnest and it appears that each party has different 
ways of spending our tax dollars, even the ones that haven’t been collected.  
https://www.theglobeandmail.com/politics/article-deficit-plans-take-backseat-as-federal-parties-seek-to-spend-more/  

What’s ahead for October and beyond? 
Two major themes will continue to affect markets as we move into the fourth quarter of 2019; 
trade tensions and political instability.   

• The U.S./China trade negotiations are set to begin, again, in early October, but a 
resolution seems unlikely with all of the tit-for-tat retaliation that has already occurred.  
The Vice-Premier Lui is scheduled to visit Washington to conduct high level talks with his 
American counterparts, which is an extremely positive sign.  It is hoped that continued 
political unrest in Hong Kong will not derail progress to a negotiated trade deal. 

• In Europe, the October 31st deadline for a negotiated Brexit is less than one month away 
and it is difficult to identify recent progress, or on what topics the next advances will 
occur. 

• The U.K. parliament passed a bill prohibiting a no-deal Brexit, which effectively forces 
Prime Minister Boris Johnson to continue negotiating with the European Union for terms 
of separation. 

• In the United States, Congress has opened an impeachment investigation against 
President Trump.  The House of Representatives could order the Senate to conduct a 
trial, that could remove Trump from office if two-thirds of senators vote for that action.   

The mounting concern is that these issues, especially the impeachment process, could further 
distract U.S. lawmakers from economic matters, and slow Gross Domestic Product and trade 
growth globally.  We may see the Bank of Canada take interest rate action at its next opportunity 
to do so, October 30th; should our economic indicators and global conditions warrant it. 

https://web.tmxmoney.com/indices.php?section=tsx&index=%5eTSX#indexInfo
https://www.federalreserve.gov/newsevents/pressreleases/monetary20190918a.htm
https://www.federalreserve.gov/monetarypolicy/fomcpresconf20190918.htm
https://www.theglobeandmail.com/politics/article-deficit-plans-take-backseat-as-federal-parties-seek-to-spend-more/
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About one week prior to the Bank of Canada’s next interest rate announcement Canadians will 
announce their choice for their Member of Parliament and Prime Minister.  The campaign has 
reached its mid-way point, and each of the major parties have announced their platforms and 
spending priorities to garner voter support. 

Each of these matters will follow its own path and timeline as we proceed to the end of 2019 and 
will demand close scrutiny for investors in Canada and elsewhere. 

 
 

Article of Interest: How investment Income is Taxed 
 

Executive Summary 
Investments can represent a major source of income for some individuals and with that income 
comes a wide variety of tax implications. The good news is that some types of investment 
incomes are subject to special tax treatment. Understanding how your investments are taxed is 
an important part of your financial plan.  The most common types of investment income most 
investors will have to deal with are interest, dividends, and capital gains.  
 

What You Need to Know 
 
Interest Income 
Interest income refers to the compensation an individual receives from making funds available to 
another party. Interest income is earned most commonly on fixed income securities, such as 
bonds and GIC’s.  It is taxed at your marginal tax rate without any preferential tax treatment and 
is taxed annually whether or not it has been withdrawn from the investment.  
 
Example: 
An investor buys a 10-year GIC that has agreed to pay him 4% annually.  If the investor bought 
the GIC for $100, he can expect to earn $4.00 in interest every year for the next 10 years.  The 
investor must report the $4.00 of interest income on his income taxes and will be taxed at the 
marginal tax rate.   
 
Due to the fact that interest income is reported as regular income, it is the least favorable way to 
earn investment income.  
 

Dividend Income 

Dividend income is considered to be property income.  A dividend is generally a distribution of 
corporate profit that has been divided among the corporation’s shareholders.  The Canadian 
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government gives preferential tax treatment to Canadian Controlled Public Corporations (CCPC) 
in the form of a dividend income gross up and Dividend Tax Credit (DTC).  The two types of 
Canadian dividends are usually referred to eligible or non-eligible. It is possible to receive 
dividends from a foreign corporation, but these dividends are not subject to any special tax 
treatments and are to be reported in Canadian dollars as regular income.  
Tax payers who receive eligible dividends are subject to a 38% dividend income gross up, which 
is then offset by a federal DTC worth 15.02% of the total grossed up amount.  Non-eligible 
dividends are subject to a gross up of 17% and 10.5% DTC.  
 
Example: 
 A shareholder of a Canadian Controlled Public Corporation is paid out a dividend of $100.  This 
income is considered to be an eligible dividend and is subject to the gross up and the DTC.  His 
dividend would be gross up 38%, so he would now have an income of $138.00.   The DTC would 
be 15.02% of the grossed-up amount, equaling $20.73.  Therefore, the shareholder would report 
a dividend income of $138.00, but would have his federal taxes owing reduced by $20.73.   
The rationale for the gross up and DTC is related to the fact that dividends are paid in after-tax 
corporate earnings.  If there were no adjustment to the dividend, it would result in the dollars 
being double taxed.   This tax treatment makes dividends the most tax efficient way to receive 
income. Tax is payable when the dividends are paid out. It is, however, important to note that 
the gross up and DTC rates are influenced heavily by legislation and could change at any time.   
 

Capital Gains 
Capital gains are realized on equity investments (such as stocks) that appreciate in value.  For 
example, if an investor bought a stock at $5.00 per share and sold them at $10.00 per share, 
they would have a capital gain of $5.00.  What makes capital gains different from other types of 
investment income is that you only are required to pay tax on 50% of the gain.  Another 
desirable trait of capital gain income is that you do not have to pay tax until the investment is 
disposed of, giving the investor some control over when they trigger the gain and pay the tax.  
Whether or not they are the most tax efficient income depends on your province of residence 
and subsequent tax rates.  
 
 

The Bottom Line  
It is important to ensure that investors understand how their investments are being taxed and 
the implications that different types of investment income can have on your taxes owing.  A 
great first step is meeting with an advisor who can help you put together the most tax efficient 
investing strategy, making sure your money is reaching its full potential…not going to the tax 
man!  
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Thank you for taking the time to review this. 
If you have any other topics you would like to learn more about, just ask. 
 
Sincerely; 
The Lakewood Team 

 

 
 
David Archer 
Financial Advisor, Manulife Securities Incorporated 
Life Insurance Advisor, Lakewood Wealth Partners 
(519) 664.3066 Ext 205 
Fax: (519) 664.2146  
david.archer@manulifesecurities.ca  

 

Kyler Smith 
Financial Advisor, Manulife Securities Incorporated 
Life Insurance Advisor, Lakewood Wealth Partners 
(519) 664.3066 Ext 206 
Fax: (519) 664.2146  
kyler.smith@manulifesecurities.ca  
 

Mark Healy 
Financial Advisor, Manulife Securities Investments 
Services Inc. 
Life Insurance Advisor, Lakewood Wealth Partners 
(519) 742.2932 
Fax: (519) 742.4028  
mark.healy@manulifesecurities.ca  
 
Sarah Lifford 
Financial Advisor, Manulife Securities Incorporated 
Life Insurance Advisor, Lakewood Wealth Partners 
(519) 664.3066 Ext 208 
Fax: (519) 664.2146  
sarah.lifford@manulifesecurities.ca 

mailto:david.archer@manulifesecurities.ca
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mailto:mark.healy@manulifesecurities.ca
mailto:sarah.lifford@manulifesecurities.ca
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