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MAINTAINING FINANCIAL PEACE OF MIND
When fears over COVID-19 sent markets 
plummeting in March, investors felt the initial 
shock. But markets rallied in the following 
weeks, turning shock to a sense of hope.  
The trouble is, however, no one knows how 
long the rebound will take – and it’s been 
marked by volatility. As an investor, how can 
you have peace of mind while you’re waiting 
for your portfolio to recover? 

Focus on your goals

It’s only natural to be concerned when portfolio 
value declines, but keep in mind that a well-
diversified portfolio and long-term investment 
plan account for swings in the market.  
What matters is ultimately achieving your 
financial objectives. Say that one goal is to 
generate enough income upon retiring to fund 
your desired lifestyle throughout retirement. 
You can talk to us to review your situation,  
and you can rest easy if your investment 
program is still on track. If adjustments 
happen to be required, we can present various 

solutions to stay on the path to realizing your 
retirement goals.

Take care of the big picture 

When markets are volatile, much of our 
attention goes to investments. But financial 
well-being comes from knowing you’re 
taking care of all elements of your wealth 
management program. Depending on your 
life situation, this may include numerous 
components, including education funding, 
retirement planning, life and health insurance, 
charitable giving, tax strategies or estate 
planning. Are you staying on top of saving for 
education? Do you have an up-to-date will? 
Are your Tax-Free Savings Account (TFSA) 
holdings aligned with your TFSA plans? If your 
overall wealth plan is in order, give yourself 
credit for taking care of what you can control. 

Talk to us if you want to discuss your 
investment portfolio and financial objectives, 
or any aspect of your wealth management 
program. 
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Need a TFSA check-up?

For many investors, Tax-Free Savings Account 
(TFSA) investments can change over time.  
For example, an equity-based TFSA for a 
young child’s education savings may change to 
favour fixed-income investments by the time 
the student reaches their mid-teens. After their 
university graduation, the same TFSA might be 
used for the investor’s own retirement funding 
– now equity-based once again. Your own 
TFSA’s objective may evolve, whether it’s now 
dedicated to education or retirement savings, 
tax or estate planning, or any other purpose.

So keep us informed of changes in your life 
goals that may call for a TFSA check-up.
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DO YOU NEED BOTH DISABILITY AND CRITICAL ILLNESS INSURANCE?
Certain medical conditions could make 
you eligible for both disability insurance 
benefits and a critical illness insurance 
benefit, which makes some people wonder 
if they need both types of coverage.  
But the two products are very different and 
complementary.

First of all, the benefits have different 
purposes. Disability insurance is sometimes 
called disability income insurance. Monthly 
benefits replace a significant portion of 
your income to support you when an 
illness or injury prevents you from working. 

Critical illness insurance isn’t dependent 
on whether or not you’re working. If you 
suffer a heart attack, cancer, stroke or 
other covered illness, you receive a lump 
sum benefit to use in any way – covering 
out-of-country treatment, private nursing, 
home modifications or whatever you wish.

Here’s an example of the advantage of 
having both types of coverage. Kyle suffers 
a back injury in a car accident and can’t 
work for two years. Disability benefits will 
cover his mortgage, cost of living and even 
retirement savings contributions. Years 

later, Kyle has a heart attack, but doesn’t 
receive disability benefits because he’s 
able to return to work before the end of  
his 120-day waiting period. He does, 
however, receive his tax-free critical 
illness insurance benefit 30 days after the 
diagnosis. 

Each person has their own insurance needs. 
You may be absolutely fine with only one 
of the two coverages, but do consider the 
advantages of having more comprehensive 
protection. 

- 2 -

A person gets injured in a skiing accident, can’t return to work for 
more than two years, and still needs the same income replacement. 
Another individual who’s working on estate plans needs a solution to 
cover taxes payable on estate assets. Someone else just recovered from 
a heart attack but wants extra time to recover before going back to 
the workplace. These are just a few examples of situations that can be 
covered by insurance – but not necessarily by a group insurance plan.

Canadians are fortunate to receive excellent group life and health 
insurance plans through their employers, unions or professional or 
alumni associations. But insurance needs can vary widely from person to 
person, and you may need to purchase your own individual insurance to 
fill any gaps in your group coverage.

Disability insurance 

Disability insurance through a group plan is typically very economical 
compared to purchasing individual coverage. However, you should 
examine the terms of your group coverage to determine if it meets all 
your needs. Especially look at the waiting period before benefits begin, 
duration of disability benefits, maximum monthly benefit and definition 
of disability.

Say you’d like to be covered if an illness or injury prevents you from 
working for three or four years, or even longer. One common group plan 
design is to pay benefits for 24 months while you cannot work in your 
regular job, then only continue payments if you’re unable to perform 
any job you’re qualified to perform. That’s great if it suits you, but you 
could look into personal “own occupation” coverage that pays benefits 
beyond two years if you’re still unable to perform your regular job.

Life insurance  

The maximum amount of life insurance through a group plan is often 
equal to just two or three times the annual salary. In many cases, that’s 
not enough to meet a person’s needs, so coverage amount is the first 
thing to look at.

INSURANCE PLANNING

DOES YOUR GROUP INSURANCE NEED A BOOST? 

Also, group plans only offer term insurance, and you may have 
permanent life insurance needs, perhaps multiple needs. Common uses 
for permanent insurance include creating an estate for children, covering 
the tax payable on estate assets, charitable giving and equalizing 
inheritances when one child receives vacation property or the family 
business and the other receives life insurance proceeds.

Critical illness insurance  

More and more companies are offering critical illness insurance to 
employees, but it’s still not a standard group insurance benefit. If you 
don’t have this benefit, you may want to explore personal coverage that 
provides a lump sum if you suffer from cancer, heart disease, stroke 
or another covered illness or condition. Even if you have critical illness 
insurance under your group plan, make sure you’re satisfied with the 
benefit amount and the range of covered illnesses.

Speak with your insurance advisor if you’d like to find out whether  
your group life and health insurance plan meets all your financial  
security needs. 



- 3 -

RETIREMENT PLANNING 

HOW TO MINIMIZE TAX ON RETIREMENT INCOME  

When you’re retired, you need an income strategy that balances 
today’s cash flow needs with an investment strategy to safeguard 
your ability to produce income in the future. 

Tax-saving strategies
You will also want to pay as little tax as possible so that you keep 
more of your hard-earned savings. Here are four ideas to help you 
minimize the tax on your retirement income.

Pension income splitting. This is a strategy for couples to reduce  
taxes by transferring pension income (for tax purposes) from the 
higher income earner to the lower income earner. The transferring 
spouse or common-law partner can give up to 50% of their eligible 
pension income to the receiving spouse or common-law partner.  
If you are 65 years of age or older, eligible sources for pension 
income splitting include a Registered Retirement Income Fund 
(RRIF), a registered pension plan and an annuity purchased with a 
Registered Retirement Savings Plan (RRSP). If you are under age 65, 
eligible income is mainly limited to registered pension plan benefits 
and certain payments resulting from the death of a former spouse or 
common-law partner. Note that residents of Quebec under 65 cannot 
split pension income for provincial income taxes.

Withdrawing income in the right order. The traditional rule of 
thumb is to withdraw first from accounts that are not tax-deferred, 
such as your non-registered investment accounts. The idea is to put 
off withdrawals from RRSPs and RRIFs, where all proceeds are taxed 
as income, attracting the highest rate of tax regardless of how they 
were earned. It also allows those investments to continue to grow 
tax deferred.

The truth is that this rule is simplistic and overly focussed on current 
tax savings. Your strategy really depends on how much you have 
and where those assets are held. It may be that income should be 
drawn from a mix of sources to achieve the best tax-efficiency both 
in current and future years. The right order for you will also depend 
on a number of factors, including whether maximizing government 
benefits such as the Canada Pension Plan (CPP) and Old Age Security 
(OAS) is a goal, if you want or need to keep your portfolio growing 
in retirement, and if you have non-investment income such as rental 
income or part-time employment income. Estate planning goals may 
also affect your withdrawal order strategy. 

T-series funds. For mutual fund investors, T-series may provide a more tax-
efficient way to generate income from your investments. T-series funds are 
designed to provide a predictable and sustainable cash flow, often at a set 
percentage which helps with cash flow planning. Depending on the fund’s 
earnings (usually interest income, dividends and capital gains) the fund 
may also distribute a portion of the investor’s original investment, known 
as Return of Capital (ROC). ROC is usually not taxable, resulting in a more 
tax-efficient payout for you.

If you are not currently in T-series funds, it may be possible to transition to 
the T-series version from the series of the fund you currently hold without 
triggering a tax liability. One word of caution: when you receive an ROC 
distribution, you will lower the Adjusted Cost Base (ACB) of your holding, 
which could have tax implications later. Careful planning and monitoring 
are required.

TFSAs during retirement. Tax-Free Savings Accounts (TFSAs) can play  
a useful role after you’ve retired because of their principal benefit:  
money earned inside the account is not taxable – even when you withdraw 
it (unlike RRSPs and RRIFs). If you have retirement assets in a non-
registered account, they may be better off in a TFSA (up to the contribution 
limits) earning income tax-free. Remember that TFSA contribution limits are 
cumulative and provide room of up to $69,500 as of 2020 if you’ve been 
eligible to contribute since 2009.

TFSAs also provide a great place to “park” money in retirement.  
This could include money that you have been required to withdraw 
from your RRIF but don’t have an immediate use for, as well as money  
put aside as an emergency fund for unexpected expenses. By sheltering 
these funds and their profits from tax, you’ll ensure you get the benefit of 
all your savings.

Customization is key
Every retiree’s situation is unique and there is no “out-of-the-box” 
solution. While obtaining tax-efficient cash flow is an important goal,  
so is maintaining the right asset allocation for your portfolio’s long-term 
health and managing risk according to your own risk tolerance. Most of 
all, it’s about enabling you to have an enjoyable and sustainable retirement 
lifestyle. Professional tax and investment advice are needed to achieve the 
right balance for you. 
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WHEN SELLING AN INVESTMENT IS A TAX WIN
Over time, it’s inevitable that some investments will underperform,  
with promise turning to disappointment. This year, due to COVID-19, 
there’s an increased chance of underperformance – especially for holdings 
in the hospitality, retail, entertainment and transportation sectors. 
However, there can be a silver lining to an investment losing value. 

Tax-loss selling. 

When the current price of a non-registered investment has fallen below its 
original cost, you can sell the investment and realize a capital loss. That 
loss can be used to offset taxable capital gains, which means you turn the 
capital loss into tax savings. Capital losses must first be applied to offset 
any capital gains in the current tax year. Remaining losses can be used 
against capital gains from the previous three years, resulting in a refund of 
taxes paid. Any losses still remaining can be carried forward indefinitely.

Do keep in mind that the sale must be a sound investment decision.  
The strategy shouldn’t be implemented solely for the tax advantage.

Timing matters. 

If you want to take a capital loss on your 2020 tax return, you must sell the 
investment and settle the transaction before year-end, so allow for some 
extra days. Also note that you or an affiliated entity or person, such as 
your spouse, cannot purchase the same investment within 30 days before 
or after the sale date – or you won’t be allowed to claim the capital loss.

If you want to discuss the tax-loss selling strategy to reduce your taxes,  
please give us a call. 

WHY THE MONEY TALK MATTERS

It’s never been easy discussing financial matters with family members, 
whether talking to your parents or adult children. But quite often, there’s 
one important reason to gather your courage and have the money talk. 
If you don’t address the issue when it’s on your mind, you may allow 
problems to develop down the road.

Preventing problems. Here are just a couple of scenarios illustrating how 
communication makes a difference.

Say an individual believes their recently retired parent, living alone, 
should get a power of attorney (protection mandate in Quebec) – but 
the individual is hesitant, thinking their parent may resist. What if  
this discussion never takes place, and the parent eventually suffers 
a significant cognitive decline without having a power of attorney?  
First, the individual would need to navigate their province’s sometimes 
arduous process to apply for and receive control over their parent’s 
financial affairs. Second, conflict may arise if this individual is not the  
only person who wants to apply.

Or, take the case of a parent whose child is starting their first year of  
college or university. The parent wants to discuss budgeting and  
financial responsibility, but worries that their child, now a young adult, 
might perceive the talk as a lecture. Let’s say the talk doesn’t happen,  
the child gets a student credit card and treats the credit limit as  
free money. Now, on top of handling a full course load, the student must 
contend with budget headaches. 

Situations when a money talk can avoid future troubles are almost  
endless – from discussing which family members will help fund a wedding 
to warning elderly parents about fraud scams. It’s usually easy to tell when 
you’re in a situation calling for a talk – it’s the next step that takes strategy.

Plan your approach. So, how do you broach this delicate subject?  
The first decision is whether to raise the topic casually when you happen to 
be together, or set a time and place to hold a more formal talk. 

When the moment arrives, you can take the bold approach and simply 
state the subject – done. Or you can be open about your apprehension, 
saying that you feel awkward talking about this. When possible, you can 
ease in by citing a related situation involving a friend, relative or someone 
you both know, then segue into the issue. 

If the matter is involved and overwhelming, you might try a series of small 
chats – one item at a time. If you have a sibling and you’re talking to a 
parent, it might be easier if you and your sibling share the task.

What’s most important is that you give it some thought, so the approach 
you choose suits you, your family member(s) and the subject at hand. 
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