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OK... ENOUGH ALREADY (“UNCLE!"”)

We’ve seen the unprecedented, once in a lifetime (I hope)
worldwide health scare pop out of nowhere early this year.
Since then we have been riding the daily waves of this
thing. Life is far from normal and despite glimpses of hope
a vaccine will be developed in the not too distant future,
there really is no definitive end in sight. Sorry if that
sounds pessimistic but it’s the truth. The hurt though for

see family and our closest friends almost as we have in the
past. It is the travel restrictions that are the most stifling
and frustrating for us. Business wise, planning the next
round of client review meetings will be a balancing act
based on individual client comfort levels.

The reality, despite the emotional toll this is obviously hav-
ing, is that most businesses are adapting to a Covid world.
Sure, some businesses are having a tougher time than oth-
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WHAT ARE YOUR SEPTEMBER NEW YEAR’S RESOLUTIONS?

I don’t make New Year’s resolutions, | haven’t for years. They just don’t stick
and for good reason. The change of a calendar year is more to do with finan-
cial year ends than a personal year end, which is September (for me anyway).

My greatest change in how | do things for the next 12 months is set up in Sep-
tember. Summer is a season where time is taken off from work. You get to
think because your mind is freer than normal and it is so for a longer period of
time rather than just a weekend which makes it a natural precursor to change.

For me, a new set client review meetings starts in September. Cheryl and | are
usually planning where we will be travelling over the next 12 months. Both
business and holiday travel are usually mapped out through August of the fol-
lowing year. We decide what activities we want to start and which ones have
run their course. In essence, summer is the 30,000 foot view of the past and
starts the process of how we want things to look going forward.

Now | recognize that maybe | should have pointed this out a couple of months
ago, so you too could start the process of getting to your September New
Year’s resolutions. However, I’'m sure you’ve had more time than normal these
past 5 months or so to recognize what is no longer necessary and make at least
1 concrete change that will year after year, move you to a life, lived better than

(Continued on page 2)
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(OK.. Enough... Continued from page 1)

were either designed for this or will adapt to thrive in this new normal. That is in fact what is happening and the brightening lights are doz-
ens of economic data points which measure housing, auto sales, retail activity etc. The arrows are sloping upwards.

Recognizing the economic improvement trend, I’'m not too worried about my own portfolio or those of my clients. | have the utmost confi-
dence that we are well positioned. The portfolio managers we use have deep teams and a broad range of perspectives and experience to
produce pleasing returns for the next several years as they have shown to do for so many years in the past. They are disciplined to not
getting caught up in blind optimism; to think “it’s different this time”. The fact that their own money is invested alongside ours adds to my
confidence. They aren’t simply hired guns. They are highly skilled “money pilots” knowing that the decisions they make affects them just as
much as it does you and me.

So, the concern isn’t about portfolios outside of the concentration risk in large US companies that are at historically extreme valuations
(read more about that in my most recent BloG post in August). The fallout that is will continue to be felt will be more deeply related to
people; those closely knit around you. It will be their jobs along with their housing and debt situations. More widely, it will be the social
handcuffs that are on all of us, which will have the biggest impact. No gatherings of more than a handful of people. No chance to really
meet new people. Very limited personal touch from anyone other than your direct family members. No experiencing the emotion of
attending a concert, connecting with others at a church, walking through the crowds at a festival or art show. Most emotion will be covered
with masks during those sanctioned smaller events and when flying anywhere within our borders. Despite the bleak tone, there are over
100 teams of researchers worldwide that are diligently working to find the vaccine(s) that will give us the ability to drop the masks, for
good.

So, looking at this broadly, portfolios are moving forward and 3 to 5 years from now and longer, most reading this will be better off finan-
cially. Businesses and the economy are adapting. That is a given. It’s the psychological and emotional impacts that will take longer to re-
pair and heal. People are adapting too but people aren’t simply mechanics which is why frankly, | believe a vaccine is more important to
humanity than it is to economics. | do know that when we come out the other side, we’ll have gained a deeper understanding on how,
what we were doing prior, wasn’t as important as what we originally thought and we’ll have realigned our “Big Rocks” to match that. So in

(September New Year’s Resolutions, Continued from page 1)

it was being done, before. So, what is that 1 thing that you should not be doing anymore, or the 1 thing that you should start doing, or may-
be doing more of? Pinpoint that 1 thing and you’ll be on your way to a habit of improvement. (PS. Don’t look to change something that is
really big or difficult. Start with small things. Success in the small things will make tackling the bigger things that much easier). That is your
assignment; determine what that one thing is.

REVERSE MORTGAGES ARE POPULAR BUT NOT GOOD

There is a common thought among aging home owners. That thought being, “my home is my retirement plan”. Well, if | look at what I've
seen people do and what has recently been reported in media, only 14% of baby boomers are actually willing to cash out of their existing
home and move to another, much cheaper one. That means 86% of older, urban homeowners want to live in their existing home for as long
as they can. Of those, only 1/2 plan on selling their home and downsizing to a condo. If my numbers are correct, that means only about 7%
plan to downsize where it may free up a reasonable amount of home equity to create retirement income with. What people are planning is
completely different than what they actually want.

Because of that reality, a growing number of retirees are looking at a Reverse Mortgage to pull equity of their homes, either by way of a
monthly income or for a large purchase such as a motorhome. 10 years ago Reverse Mortgage debt was ~$700 million. It’s over $4 billion
today.

In almost all cases, when | prepare Retirement Projections for clients, we assume that their current home will be sold around age 85. How-
ever, if you are accessing your home equity too early via a Reverse Mortgage, you could be digging yourself into a hole that you will never
be able to climb out of. As | mentioned in the Sept/Oct 2019 issue of Mutual Gains, there are several ways to access your home equity to
produce income. | would highly recommend re-visiting that piece and of course having projections done before you make any decisions.
That way you’ll be making the right one.

SHOULD You RAID YOUR RRSP To PAY DEBT?

On occasion | will get a call or an email from some who finds themselves in a tough financial spot. They are reaching out because in their
time of financial stress, they see money in an RRSP as the quick fix to the problem. Although | don’t believe this will apply to any of my cli-
ents, | believe there will definitely be a significant amount of debt squeezes happening over the next several months if not, a few years. |
thought | would get it out there sooner rather than later so rational decisions are made.

The most memorable call | received from a client in this regard was when a credit card company was hounding her. | strongly advised not to
withdraw money from the RRSP. | know she wanted to get this problem out of the way easily and the RRSP was for her the easiest option to
achieve the that. | getit. It was her only real asset aside from a condo with very little equity.

(Continued on page 3)



Withdrawing from a RRSP is the most expensive way of financing debt in today’s low interest environment. Withdrawing money from a
RRSP means those dollars are added to your income. This punches you up into a higher income tax bracket, meaning 30, 40 or almost 50%
of your RRSP withdrawal goes to the government. Even if you were paying 5% interest on some kind of loan to a family member, it would
take you up to 10 years to pay the same interest you would pay in one fell swoop, to CRA.

The other thing is, RRSP’s are creditor protected by the federal Bankruptcy and Insolvency Act (BIA). In other words, if you declare bank-
ruptcy, RRSP money remains yours. The only real exception is if you loaded up your RRSP in the 12 months prior to your debt problems. In
that case, your RRSP could be taken from you by creditors. The simplest way out of a credit squeeze is often, with the help of a credit coun-
selor, your debt repayment can be negotiated, meaning you could be paying much less back than you actually owe and given a longer time
frame to do it. Plus, you would still have your RRSP, fully intact. Doesn’t that sound better?

THE RISK OF GETTING REALLY SICK

You have planning in your DNA. You know where you are going and in regards to retiring, you know exactly, almost to the day, what you
need to do to get to that point. What happens though, if something goes awry with your health? A wrench we’ll call Critical Iliness, gets
thrown in your planning spokes and sends you over your handlebars? If you can't build your assets by working, where will the money you
need, come from?

Let's face it. None of use are invincible. Stuff happens. That is clearly evident to me as I've seen it over and over again. In the past I've re-
ceived a tearful voicemail from a client whose spouse had died. A call from a client telling me he was told yesterday that he has terminal
cancer. Contact from an Executor telling me one of my client has passed away. The more people you know the more obvious life's realities
are.

Let's consider if you get sick. You now may have to stop working. Assuming you survive (which so many do), how will you be able to contin-
ue to contribute to your retirement accounts? If you can't your plans then will have to change. You may have to retire on less money, work
longer, substantially change your housing or, all of the above (and then some). Buying Critical Iliness insurance can pay you $10,000 to sev-
eral hundred thousand dollars in the event you do become sick.

However, there is a strong possibility you never get cancer or some other critical illness? Buying coverage with Return Of Premium means
that, at a certain point in time, all of the insurance premiums you paid will be refunded back to you. Yes, you lose the ability to make mon-
ey on the dollars you paid to the insurance company over the years. However, consider this to be a kind of "asset allocation". Allocating
money to something that has a lower expected return but it will zig when another part of your portfolio zags. If your health zigs, Critical
Iliness insurance zags, giving you a smoother ride. It is much like buying bonds (or gold) within an investment portfolio. These act as a kind
of insurance as well. Allocating money monthly or annually to a Critical lliness insurance policy with Refund Of Premium will cover the risk
of you getting sick and not being able to continue to earn income. If you don’t get sick you can get all of your money back.

Who is this best for? Those who have high debts and / or need all of their family income to make ends meet. If you are in your 20's to 50's
you probably carry the greatest risk in this area and are probably in need of this kind of risk protection, the most.

How To FREEZE THE AMOUNT OF TAX YOU’LL PAY

Do you have all the income you need and more assets than you’ll ever spend in your lifetime? Above that, I’'m guessing your wealth will
probably still increase for the rest of your life? It’s a great position to be in. The problem however is that growing wealth creates growing
taxes. The solution? An Estate Freeze.

Freezing your estate means taking certain assets that you own today (ie investments, the value of a business etc.) and freezing them at to-
day’s value. The future growth will grow to someone else, most likely your kids. Freezing these assets (and freezing your tax bill) means
transferring them into a holding company. You get preferred shares of this new holding company and your heirs or a “Family Trust” for
their benefit, are issued common shares. Any future increase in value of the assets you transferred, will now accrue to your heirs. They
most likely have a longer life expectancy than you and thus the future tax bill is deferred until many years down the road.

Whenever you transfer assets to someone, you are deemed to have sold those assets and thus, have to pay tax on the capital gain. This is
the difference between what you paid (or the “Adjusted Cost Base”) and today’s fair market value. However, with an estate freeze as | al-
luded to, you can transfer these assets using Section 85 of the Income Tax Act. Simply transferring the assets from your name into theirs
triggers a tax hit.

The other benefits of an Estate Freeze are: 1) Use of the LCGE (Lifetime Capital Gains Exemption) for private company shares. On $1.5 mil-
lion being transferred, that could equate to approximately $400,000 of tax savings; 2) Any income earned on the investments can now be
distributed to your adult children and their children and taxed in their, lower income bracket, hands; 3) Probate fees on your estate will
have been frozen as well; and 4) You maintain control of the assets in the holding company because you hold the voting preferred shares.

This may all sound very complicated however, this is a commonly used tax reduction strategy. A Financial Planner can determine if this can
be of help to you and layout how it will basically work. An accountant and lawyer structure it for your own personal situation, laying the
path to tens if not hundreds of thousands of dollars in future income tax, being avoided.

TECH GEMS— GOOGLE LOCATION SHARING

Cheryl can see where | am, | can see where Cheryl is. Simply put, that is what Google Location Sharing does. When | was at Home Depot
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several weeks ago, | got a text from her asking in a playful way, “what are you doing at Home Depot?”. | did LOL, literally. While she has
been on a long run or a run when we were far from home, I've found myself a bit concerned about where she is. Concern erased seeing her
current location (or where she was 2 minutes ago) on Google Maps. Last year while we were on vacation on the coast of Washington State
and | was off fishing at dusk, she knew my location on the water. I’'m sure many of you are thinking... “Really? | don’t want that!”. Well
then, how about tracking where your kids are? You can do that using the same technology with the Family Link app. You'll need to create a
Google Account for your kids to make it all work.
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e The market staged a prodigious recovery during the quarter and gained a neatly symmetrical 20% to post its best Q2 since 1938. Dixon
Mitchell Investment Counsel, July 2020 #BestIn82Years

e On one hand, we can’t become overconfident and assume that the threat of a correction is over — that the market has overcome the im-
pacts of the coronavirus and is destined to remain strong. On the other hand, we also shouldn’t be overconfident and assume that a correc-
tion is imminent — that the market is destined for a fall simply because it’s recently been strong. Kristina Hooper, Chief Global Market
Strategist, Invesco, Aug. 2020 #ExpectAnything

e If an investor missed only the S&P 500’s 10 best days in each decade going back to 1930 through 2019, the total return for that investor
over the past 90 years would have been 4.7%, on annualized basis. The annualized return for a buy-and-hold investor over that same period
was 9.8%. That’s just over a 50% better return however, dollar differences are much, much bigger. For perspective, a $10,000 initial invest-
ment would have only grown to $639,000 if an investor missed the 10 best days every decade. But that same investment would have grown
to $44 million in a buy-and-hold strategy. Invesco, April 2020 #Buy&HoldWins

e Stock prices usually begin rising 4 or 5 months before the recession is over. In the last recession, the S&P 500 hit a closing low on March 9,
2009. Economists judged the end of the recession to be July 2009, 4

months later. IPC Aug. 6th Update #NewBullMarket S&P 500 Total Retum Index (since 19737
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e The big 6 Canadian banks deferred mortgage-payments for over 760K Quarter Year i s

Canadians as of the end of June, representing approximately 16% of all Q11975 23.9% 25.7% 5.4% 5.9%
outstanding mortgages held by them. IPC Daily Market Update, Aug. Q41998 21.3% 5.0% 21.0% -1.0% 0.6%
2020 #NoFinancialBuffer Q11987 2.2 a.8% =% a4% 10.5%
Q41982 19.9% 9.0% 20.9% 19.3% 15.9%
e The longest term mortgage that most people even consider is a 5 year Qa1285 1848 1558 1858 LN 1258
. Q21997 17.5% 7.5% 30.2% 19.7% 3.7%
(@1.54%) however a 10 year mortgage can be had today for as little as s . - Wi . il
2.55%. Sept 2020 #PriCGOfseCUritylSLOW Q32009 15.6% 6.0% 10.2% 13.2% 15.7%
. . . . ) Q22003 15.4% 2.6% 19.1% 11.2% 7.6%
e Canadian retails sales in June were 1.3% higher than February, returning Q11986 15.2% 5.0% 24.4% 10.0% 12.7%
to pre-pandemic levels. Sunlife Global Investments, Aug. 2020 20.5% ? ? ? ?

#BetterThanltWas Average 18.4% 8.6% 17.5% 11.5% 10.4%
Positive / Total ; 10/10 9/10 9/10 9/10

e 95% of Canadians start taking their CPP at age 65 however, 75 - 80% T ore mra vo it o S o snoe 18 Datastrmar oot el tomt et e e N

would be better off delaying their CPP. Why take it when it may not be

the best thing to do? It may just be a psychological decision of not

wanting to get their CPP "discounted" before 65 but as well, seeing the after 65 increases as simply a "bonus". Life In The Tax Lane, Sept.
2020 #WaitUntil70

e “We haven’t had a [federal] budget, we never had a coherent fiscal plan [under Morneau], and there’s now a deficit of $343 billion.... a
budget is necessary to hold government accountable. | think it’s irresponsible not to have a budget for 18 months basically.” The last formal
federal budget was produced in March 2019. Jamie Golombek, Managing Director of Tax & Estate Planning CIBC, Aug. 2020 #HidingFacts

e The idea that people are hypersensitive to discomfort and will move mountains to avoid it even when it’'s manageable and the act of
avoiding it creates bigger risks, is a strange trait. But it’'s common. CollaborativeFund.com #HeadOverHeartNeeded

e “History never repeats itself, but man always does”. Voltaire #CanlSayMan?
e “People spend too much time on the last 24 hours and not enough time on the last 6,000 years.” Will Durant #ValueOfHistory

e “Bending the curve.” | worry that is becoming increasingly difficult because a significant cohort of Americans are re-

sistant to wearing face masks. It’s worth noting that there was resistance to wearing masks in the U.S. during the 1918 :
Spanish flu pandemic as well — so much so that an “Anti-Mask League” was formed in San Francisco Invesco, July 2020 , /
#PersonalFreedomFight
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e “The more choices we have, the less happy we are with what we choose.” Paradox Of Choice, Barry Schwartz, Psycholo- -\Ill
gist #ObsessedWithChoice #NeverSatisfied |
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The information contained herein is based on certain assumptions and personal opinions. While care is taken in the preparation of Illllllld| ngIIS,

no warranty is made as to it’s accuracy of applicability in any particular case. The comments included herein are for illustrative purposes only
and not to be construed as a public offering in any province in Canada in anyway whatsoever.
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