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The winter of 2013-14 is likely to go down
in memory as one of the harshest across
much of the nation. What better way to
officially end your winter hibernation than
to come in for a chat?

We can go over your portfolio, review
your personal and financial goals, and
make sure that you're taking full advantage
of tax-preferred plans like Tax-Free Savings
Accounts (TFSAs) and Registered
Retirement Savings Plans (RRSPs).
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Can you count on market forecasts?

erc’s a look at some recent
market forecasts, including
predictions that may sound

familiar. Just as last year began, many
investment experts offered the following
widely held predictions for 2013:

+ China will continue to drive the
global economy.

+ The U.S. market will edge out
Canada’s, provided the US. doesn't fall off
the fiscal cliff.

* Prospects of growth in Europe
appear dim, as both the debt crisis and
austerity measures continue.

+ The Nikkei's unexpected surge in
late 2012 could be yet another false dawn
for Japan.

The reality for 2013, however,
was vastly different. The Shanghai
Composite Index declined 6.8%. While
the S&P/TSX Composite Index gained
9.6%, the S&P 500 Index soared 29.6%.
‘The Eurozone surprised investors by

coming out of its recession in the second
quarter, and the MSCI Europe Index
rose 21.7%. The Nikkei Index increased
56.7%, its best performance since 1972,

So what can investors take away from
this information? First, that the experts
rarely agree with one other, and you
never know who'll get it right. Second,
that markets can behave in unexpected
ways without notice,

The best way to protect yourself from
this reality is to diversify and focus on
the long term. When you keep your
portfolio well diversified, you're better
positioned to benefit from market gains
wherever they may be. And when you
invest for the long term, you're able
to participate in upswings whenever
they occur.

‘We can help make sure your plan
is based on your individual goals, risk
tolerance and time horizon — not on
short-term predictions. m



ESTATE PLANNING

Planning your estate begins earlier
than you may think

" s an easy trap to fall into — you take
care of your will at a younger age and

-leave the rest of your estate planning
until retirement. But there’s a problem
here. Many planning opportunities and
tax-saving strategies work better when
implemented earlier. In fact, some solutions
are available only at younger ages.

Here are some key estate planning
strategies to start thinking about now, if
you haven't already taken action on them.

Bring your will into the open

Talking to children about their inheritance
is often delayed until retirement years, if

it happens at all. But sharing your wishes
with beneficiaries ahead of time can help
avoid problems later. For example, you
may discover that one of your children
wants to keep the family vacation property,
while the other aims to sell it.

Conflicts like this can lead to discord
among heirs. The sooner you share your
plans, the more time you have to resolve
any differences or to utilize a testamentary
trust to control when and how your children
receive their inheritance and how your
assets will be managed after your death,

Consider tax-exempt life insurance
In order to transfer their wealth tax-
effectively and avoid probate, some

people take a portion of investments
designated for heirs and deposit the funds
in a tax-exempt life insurance policy, such
as universal life. The funds accumulate in a
tax-exempt environment, and heirs receive
proceeds tax-free.

Starting this strategy carlier offers a
distinct advantage. Your deposits have
more time to grow and compound
without taxation in the policy’s savings or
investment component.

Gift items during your lifetime
One alternative to leaving a legacy in
vour will is to give away property or funds

during your lifetime. On
the positive side, you have
the joy of seeing your funds
make a real difference in
the lives of your children or
grandchildren.

Caution is required,
however, so that you don't
give away too much too
soon and find yourself
short of funds in your
later years. In addition,
gifting capital property
may trigger a taxable
capital gain.

Use segregated funds

Segregated funds are

valuable as an estate

planning tool because of

their death benefit guarantee.

In most cases, your beneficiaries are

guaranteed to receive at least 100%

of the principal you invested,

protecting your estate from

potential market declines.
Segregated funds, however, offer

benefits you may want in your working

vears, such as principal protection against

market declines and the ability to

periodically lock in investment gains.

Power of attorney is a must
If you suffer a decline in cognitive
abilities without having granted power of
attorney or enduring power of attorney,
your loved ones could face a nightmare
trying to help you.

Power of attorney is casy to delay.
You may not want to ever consider losing
mental faculties, you might think it only
happens to others, and perhaps you're far
from the age or health status where it’s a
concern. But if you continually put it off,
the day may arrive when it’s too late —
you need proper mental capacity to grant
power of attorney.

Freeze business assets

If you're a business owner, staying on top
of day-to-day operations leaves little time to
plan for the day you give up ownership. But
if your children will take over the business,
you may wish to consider an “estate freeze”’
This process enables you to “freeze” the
value of your business at its current level
and have future capital growth accrue to
your children, minimizing the taxes due
at death.

Preserve your estate

Tax planning is an important part of your
estate plan. Your passing could trigger
significant capital gains and income tax,
One effective way to offset the future
potential tax liabilities is to purchase life
insurance. 'The younger you are when you
purchase, the more economical premiums
are likely to be and the more likely you are
to qualify for coverage.

Timing makes a difference in estate
planning, and sooner is better than later.
Talk to us about the tax and estate planning
strategies you can start considering now,
while planning opportunities are available. =



FINANCIAL PLANNING

How much should you help your children?

Y arren Buffett’s daughter Susie
v once asked her father for a

loan to renovate her kitchen.
He told her to go to the bank like
everyone else. Mr. Buffett cares about his
daughter — he just believes it’s best for his
children not to be handed everything on a
silver platter.

When it comes to helping children
financially, there’s no definitive approach.
What's right for your family will
depend on your principles and beliefs
and child’s personality. However, here
are some suggestions on how you can
support your children and help them
learn valuable life skills about money
as th‘)’ grow up.

Lessons from an allowance
Giving an allowance can be as simple as
providing spending money for your kids.
But it can also be a learning opportunity,
instilling good financial habits in your
children. For example:

+ Provide an amount large enough that
your child can set some aside as savings.

+ Base the allowance on the costs of
estimated needs and wants, so your child can
learn how to budget until the next payday.

« Attach an allowance to special tasks
beyond normal chores, to create a sense
of earning,

Education goals

Even if you're in a position to pay for
the bulk of your child’s post-secondary
education costs, you may want to encourage

him or her to contribute earnings from a
summer job. Its personal experience in
achieving a real-world goal that can build
positive financial habits for adulthood.

Once your child is in university or college,
it can be a good idea for you to control the
flow of the money tap. Your child will learn
how to manage finances a lot better if she or
he practises how to stick to a budget.

Beware of affluenza

As you grow older, you may be tempted

to make life easier and more enriching

for your children and grandchildren by
providing them with financial support. Give
too much support, however, and you run
the risk of “affluenza” — the loss of initiative
and independence caused by receiving too
much wealth too easily. In other words, if
you help out too much, your children may
begin to feel entitled to everything.

‘There are no rules here, but there are
ways to keep affluenza at bay by giving
money in a controlled manner, including:

+ Pay only for essentials, such as car
repairs or home repairs, or “extras” for
your grandchildren, such as summer
camp or music lessons.

+ Give small gifts over time rather than
a large lump sum.

+ Instead of a giving a lump-sum
inheritance through your will, plan a
series of payments through a trust.

Whatever approach you decide is right
for you and your family, you can count
on us to help you carry it out through
your plan, =

Today's housing prices can present a real
challenge when your child looks at owning
a home. You may think about gifting the
down payment, co-signing the mortgage,
or giving your child a loan. But first, be
sure to consider the situation from all
angles (see below).

If you do decide to help your child
purchase a home, please talk to us. We'll
go over the alternatives so you can make
the choice that's best for you.

* Your help can be the difference between
your child living in the house he or she
wants and settling for a compromise.

= Your child can own a home now instead of
waiting — perhaps several more years.

« Rather than leaving your child an
inheritance, you can provide a financial
gift now, when it's needed most.

Cons

* Your gift may set an unwanted
precedent for future financial help.

« If your child isn't financially ready for
homeownership, he or she may have
difficulty meeting mortgage payments.

« You could cause a family conflict if your
child’s in-laws are uncomfortable with
your financial assistance.

« If your help is in the form of a gift
and your child divorces, the ex-spouse
could get half of the home equity.






