MAY 2018

Money Wise Magazine
How Beneficiary
Designations Work
Ensure you leave a clear plan
behind to avoid the costs of
probate

Changes to Mortgage
Qualification Rules
Tightened regulations make qualifying for a
good mortgage rate a bit more difficult

Nova Scotia Down Payment
Assistance Program
Get a helping hand with your down payment

Market Watch
The Return of Volatility

In this issue….

In this Issue...
Spring has sprung! Now that the income tax deadline has passed,
it’s high time we head on out into the sunshine! This is the time of
year for new beginnings, clearing out the clutter, and preparing for
a summer of adventure.

Spring tends to be a popular
time of year to get a start on
house-hunting, now that the
snow (not that we had much!)
is out of the way and gardens
are beginning to bloom. The
housing market is a popular
topic in the news, particularly
in Toronto and Vancouver,
but here in Nova Scotia we
are at the mercy of supply
and demand just the same.
If, like most Canadians, you
plan on applying for a
mortgage to help finance the
purchase of a home, you will
find that the qualifications for
financing have changed as of
January 1st. Melissa has more
details in her article on the
Changes to Mortgage
Qualification Rules.
In the same sleeve of homebuying, Melissa also
introduces Nova Scotia’s

Down Payment Assistance
Program in this issue. This
program is available to
anyone buying a home in
Nova Scotia, although the
applications for the Halifax
Regional Municipality, Hants
East, and Hants West are
currently closed due to high
volume.
Your home may even be a
part of your general estate
plan, which should be
revisited every few years to
ensure that your will stays
current with your wishes.
The naming of beneficiaries
on your investment accounts
is another very important
aspect of your estate plan.
The different types of
accounts that are available
play a crucial role in how the
assets in those
accounts flows from

you to your loved ones at the
time of your death. Rick’s
article on How Beneficiary
Designations Work provides a
comprehensive outline of
these various account types
and the taxation on receipt of
these monies by your
beneficiaries.
Big changes in life, like buying
a home or a death in the
family, bring many clients out
of the woodwork, and for
good reason. These are
pivotal moments in life that
require attention to detail and
the expertise of a financial
planner to ensure that your
wallet comes out on the other
side no worse for wear.

Natalie LeBlanc
Marketing Assistant
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Investing

Market Watch
The recent volatility of the world markets follows a period of steady
growth that was, in fact, more unusual than the volatility itself. The everpresent uncertainty of the markets has been fueled by both political
conflict and consumer-concerning news from new business leaders like
Facebook.
Rick Irwin, CFP, CLU
Financial Planner,
Investment Representative
During the early
months of 2018,
global stock markets
experienced a fair degree of
volatility. However, this
current volatility is the norm,
not the exception. In fact, the
low volatility and steady
gains experienced in the
previous year were the
exception. The last time the
stock market (using the broad
US market as the de facto
proxy) was this calm was the
year the Beatles first played
the Ed Sullivan show. Until
recently, it had been a long
time since the markets had a
down month; in fact, the
steady gains that ended in
February 2018 represented
one of the longest runs of
positive months ever! Fund
managers we’ve spoken with
welcome the return of normal
market fluctuations; while
unpleasant in the short term,
it underpins a healthier
market environment for longterm investors.

There are several
reasons for the return
of volatility such as concerns
over fallout from the
escalating trade war rhetoric
between the US and China
and the potential risks to
several prominent high-flying
social media companies’
business models due to
potential regulatory changes.
It’s also possible that the
markets have merely
“normalized” and returned to
an environment where
fluctuations go both ways
even as investors assess and
reassess the prices of stocks,
individually and as a whole,
based on changing political,
economic and social
circumstances.
We feel it’s a good time to
partner with active managers
and not just ride the overall
market trend. We feel, as
always, it’s important to be
diversified. High-flying US
tech stocks dominated the
markets over the last few
years but have been poor
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performers year to date and
other, more value oriented,
funds that have suffered one
of their worst runs of relative
performance in some time
(perhaps even back to the dot
com bubble of 1999-2000)
may be poised to outperform.
Investment news television is
rife with commentators who
speak confidently of recent
trends. Their views of what
could happen next may seem
compelling but the reality is
that stock market behaviour,
especially in the short term, is
incredibly hard to predict.
(Weather reporters take
heart!) In light of this, we feel
it could be best to align your
personal risk tolerance level
and long-term retirement
funding needs with a
diversified portfolio that
includes things that will be
predictably boring, paired
with things that could turn
out to be awful or great. This
will help you weather the
inevitable market storms and
help you achieve your longterm investment goals.

Investing

Unless, like me, you were
lucky enough to escape for a
while to more southern
climates, there wasn’t much
to like about our winter
weather and the same held
true for many financial
markets. Even though March
saw the benchmark TSX index
gain 1.3%, the previous two
months had put it on track for
its biggest quarterly drop in
more than two years, a
decline of 5.2%. The market
has been mixed since then,
resulting in essentially a flat
return over the past year.

An old adage advises, “The
only thing we can be certain
of is death and taxes.” I think

it’s time to add
Patricia Bell, PFP
on “and market
Financial Planner,
volatility.” While
Investment Representative
not comfortable
to experience for most of us,
Trade wars,
it’s this volatility that allows
housing bubble,
portfolio managers to add
fake news. Some
value to their holdings. It
popular sound
gives them the opportunity to
bites you’ll hear from the
deploy some of their cash
news media trying to ensure
reserves by taking advantage
you “don’t touch that dial!”
of lower prices and add
The key is to remember the
holdings they may viewed as
news media isn’t in the
too pricey when things were
business to give investing
more stable. When markets
advice. We are. If your
are on an upward trajectory it
investments are keeping you
can be difficult for managers
awake at night it’s time for a
to buy the holdings they like if
review. Portfolio managers
they think the price is too
are fans of volatility, it doesn’t
high.
mean we have to be.
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Debt & Personal Finances

Changes to Mortgage
Qualification Rules
The OSFI has introduced new rules to lower the perceived risks the
housing bubbles across the country have created. These new rules, focused
on qualifying rates and cracking down on multiple mortgages, are geared
toward protecting Canadians from debts they cannot repay in the long run.

For years, we’ve heard about
the Canadian housing bubble
and the threat of a potential
burst, particularly in the
Greater Toronto Area and
parts of British Columbia. The
surging house prices have
been jaw dropping to say the
least.
The Office of the
Superintendent of Financial
Institutions (OSFI) has
implemented three new rules
effective Jan. 1, 2018 to try
and lower the risk of a burst.
Now, you’ll have to follow
these guidelines when
applying for a mortgage or
remortgaging:
1. Qualifying rate stress
test: If you have an
uninsured mortgage, you
must be eligible for a
minimum qualifying rate.
The rate will be the
greater of the five-year
benchmark rate
published by the Bank of
Canada or the lender
contractual mortgage rate

+2.0%. The Bank of
Canada five-year
mortgage rate is 5.14%.
2. Enhanced loan-to-value
(LTV) measurement by
lenders and limits to
ensure risk
responsiveness: This
means mortgage lenders
must continue to follow
appropriate LTV ratios
that are reflective of risk
within the market. These
policies are already in
place and many lenders
followed these principles
already, but OFSI will
continue to ensure that
lenders establish and
adhere to these risks as
the economic
environment evolves.
3. Restrictions placed on
lending arrangements
that avoid the LTV
measurement: A lender
who has a consumer who
only qualifies for 60% of
the LTV cannot partner
with a second lender to
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come up with the other
required amount to
`blend the mortgages`.
If you’re renewing your
mortgage and you don’t
qualify under the new rules,
the lender can renew but this
means you cannot shop
around for better rates and
you may be forced to accept
uncompetitive rates from
your existing lender.
To get an idea of what you
will qualify under the new
rules, there is a calculator
online that you can
use: https://
www.ratehub.ca/mortgagepayment-calculator
Nova Scotia has introduced a
new Down Payment
Assistance Program that may
help those adversely affected
by the changes to
qualification requirements.

Debt & Personal Finances

Nova Scotia Down Payment
Assistance Program
Are you trying to buy a home for the first time (in Nova Scotia)? The
provincial government introduced a down payment assistance program in
2017 that provides an interest-free loan of up to $7,500 to go towards the
down payment on a house outside of HRM.

The 2017 Nova Scotia budget
implemented a new Down
Payment Assistance
Program to help first-time
homebuyers qualify for their
mortgage, especially helpful
given the new mortgage
rules. This program grants
eligible first-time
homebuyers with an interestfree loan of up to 5% of the
purchase price of a new or
existing home (up to a
maximum of $280,000) in
Halifax Regional Municipality
(HRM) or $150,000
elsewhere in the province.
Quick facts:
•

The applicant must have a
total household income of
under $75,000 to qualify.

•

They must have a
satisfactory credit rating
and be eligible for a
mortgage with a lender.

•

The loan is interest-free
and must be paid within
10 years; payments can
be waived in Year 1.

•

The loans must go toward
the down payment and
cannot be used for closing
or other costs.

•

The down payment
assistance loans can
range up to $14,000 in
HRM and $7,500 in other
parts of the province.

Regional Municipality,
Hants East, and Hants
West) no new applications
are being accepted at this
time. For further
information on availability in
your area, please
visit: https://
housing.novascotia.ca/
downpayment
With these new rules one can
only hope the housing market
will continue to have modest
realistic increases and that
our future generations can
afford to live on their own
one day!

Due to the high volume of
applications in the Central
Region (which includes the
communities of Halifax

Melissa Allan
Investment Representative

Sources: http://www.osfi-bsif.gc.ca/Eng/osfi-bsif/med/Pages/B20_dft_nr.aspx
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Estate Planning

How Beneficiary
Opening an investment account involves a fair bit of paperwork. Depending
on the account type, part of this may include the naming of beneficiaries.
Often this is done without enough thought and isn’t always revisited as it
should be when family circumstances change.
Here’s a brief summary of the
various plan types and
options for the transition of
assets on death to help
navigate through this
sometimes oversimplified
area of tax planning.
RRSPs
For a Registered Retirement
Savings Plan (RRSP), you can
choose to name a beneficiary
to receive the funds upon
your death. If this named
beneficiary is a spouse,
common law partner or a
financially dependent and
disabled child or grandchild,
the money will be transferred
tax free to that individual.
When anyone else is named
as beneficiary, the money will
be paid to the named
beneficiary with taxes. In this
case, naming a beneficiary
has no tax benefits but it may
allow the RRSP assets to
avoid probate, which can be a
costly and lengthy process. In
some situations, however, it
may be preferable to have the
estate named as the
beneficiary so that before any

beneficiaries receive money,
the tax bill and any other
estate expenses are taken
care of.
RRIFs

For a Registered Retirement
Income Fund (RRIF), there
are two options to choose for
survivorship; naming a
beneficiary or naming a
successor owner. Only a
spouse or common law
partner can be named
“successor owner.” The
distinction here is that the
investments are transferred
“in kind” (as is) to the
surviving spouse who
continues to receive the RRIF
payments in place of the
deceased. A beneficiary, on
the other hand, receives the
proceeds of the RRIF account
once it’s sold and the estate is
liable for the income tax. An
exception is if a spouse is
named as the beneficiary as
this, too, is a tax-free transfer
but still requires that the
assets in the RRIF be sold and
reinvested.

TFSAs
The Tax-Free Savings
Account (TFSA), the relative
new kid on the block, also has
two options upon death of the
contract owner; naming a
beneficiary or successor
owner. Again, only a spouse
or common law partner can
be named “successor owner.”
If this option is chosen, on the
death of the owner, the
survivor receives their TFSA
investments “in kind” and the
plan retains its tax-free
status. A beneficiary receives
the proceeds of the TFSA, and
no tax is payable until the
date of death of the plan
owner, but the funds are no
longer tax free and tax is
payable from the date of
death. A named beneficiary
also receives the funds tax
free, except for any gains
from the date of death to the
date the TFSA investment is
paid out. The only way the
funds could continue to be
invested in a tax-free manner
is if the recipient had

This summary of investment account types, wills, trusts, and survivorship choices is intended to provide general information
regarding transfer of your assets to your intended beneficiaries. For detailed advice regarding beneficiary designations, contact
your financial advisor and for advice regarding wills or trusts, contact your legal advisor.
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Estate Planning

Designations Work

sufficient TFSA room
available.
Non-Registered accounts

TFSAs, RRIFs, and RRSPs are
registered accounts, meaning
they are special contracts
under the Income Tax act that
provide for tax-deferred
growth (and in the case of the
TFSA, totally tax-free
growth). All other
investments are called nonregistered and aren’t taxsheltered, which means that
you pay annually on any
interest, dividends or capital
gains generated by the
investments. By default, these
contracts don’t have a
provision to name

beneficiaries. However, in the
case of a spouse, common law
partner or adult child who
helped contribute to the plan,
these assets can be jointly
owned, meaning upon the
death of one owner, the
survivor becomes the sole
owner. On the death of the
last plan owner, nonregistered assets will be paid
into the estate bank account,
which is subject to probate.
Probate fees vary from
province to province. In Nova
Scotia it is 1.695 per cent of
the value of the estate, so for
larger estates this can involve
a fairly sizable amount of
money; though often it’s more
about avoiding the

administrative burden that
comes with having to probate
an estate than the cost
savings.
Segregated funds/GIOs
While normally nonregistered contracts don’t
allow the naming of
beneficiaries (such as the
case with accounts invested
in mutual funds and GICs),
other investment types
available through insurance
companies like segregated
fund policies and Guaranteed
Interest Options (GIOs) do
allow naming beneficiaries
and potential creditor
protection. These investment
options work similarly to
Continued on next page...
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Estate Planning

How Beneficiary Designations Work
(continued)
mutual funds and GICs but
allow for bypass of probate as
well as potential creditor
protection. In many
situations, holding nonregistered assets with an
insurance company can offer
significant advantages in
terms of estate
administration.
Where there’s a will there’s
a way

Once non-registered funds (or
registered accounts with
“estate” named as
beneficiary) pay into the
estate bank account of the
deceased, the executor
follows the terms of the will,
which would include a
provision for paying any
income taxes due, any
charitable bequests as well as
taking care of other estate
costs such as probate, legal
and accounting fees and
burial costs. Once this is done,
the remaining money will be
paid out as per the terms of
the will. This is the only case
where the will dictates where
funds are to be paid. Any
account that has the provision
for the naming of a
beneficiary, and where that
provision has been exercised,
won’t be paid into the estate

bank account. This means the
allocations in the will, unless
they specifically refer to the
registered plan, don’t apply.
In some cases, it may be
preferable to have the funds
paid into the estate account
rather than directly to a
named beneficiary. A will is a
sophisticated planning
document that allows for
many contingency plans, such
as who to leave the funds to if
a person you would have
named as beneficiary predeceased you or died in a
common accident or for
ensuring that funds are put in
a trust to pay your children at
some point in the future. By
comparison, a named
beneficiary is a blunt
instrument, and while it can
be easily changed in some
cases, it may not be the best
choice when you want to
leave the money “with strings
attached” or do contingency
planning. For this reason, we
strongly recommend you
consult with a lawyer when
estate planning.
In Trusts We Trust
Another device that can work
in conjunction with a will for
your estate planning would

be the establishment of a
form of Trust known as “Inter
Vivos,” which is a fancy name
for a Trust that’s set up
during your lifetime as
opposed to after your death. If
you’re over the age of 65,
income tax legislation dictates
you may roll investments into
this form of Trust (a joint
partner for married couples
or an alter ego trust for single
individuals) tax-free, meaning
you don’t have to pay capital
gains taxes on the disposition
of those funds. If you’re under
65, however, there’s no ability
for a tax-deferred roll over of
investments. A trust may
work well in conjunction with
your will as it has the same
planning power and poses an
alternative means of
distributing your wealth upon
death, including bypassing
probate.
Hopefully this has
summarized the survivorship
choices with the various
investment account types and
situations where naming a
beneficiary, or successor
owner, or perhaps letting the
will do the talking, would be
the best course of action.

Rick Irwin, CFP, CLU
Financial Planner,
Investment Representative
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(902) 835-1112
www.trinitywealthpartners.ca
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The information provided is based on current tax legislation and interpretations for Canadian residents and is accurate to the best of our
knowledge as of the date of publication. Future changes to the tax legislation and interpretations may affect this information. This newsletter contains general information only and is intended for informational and educational purposes provided to clients of Rick Irwin,
CFP, CLU; Melissa Allan; and Patricia Bell, PFP. While information contained in this newsletter is believed to be reliable and accurate at
the time of printing, Rick Irwin, CFP, CLU; Melissa Allan; and Patricia Bell, PFP do not guarantee, represent or warrant that the information contained in this newsletter is accurate, complete, reliable, verified or error-free. This newsletter should not be taken or relied
upon as providing legal, accounting or tax advice. Prospective investors should review the offering documents relating to any investment
carefully before making an investment decision and should ask their advisor for advice based on their specific circumstances. You should
obtain your own personal and independent professional advice, from your lawyer and/or accountant, to take into account your particular circumstances.
Quadrus Investment Services Ltd. and design, Quadrus Group of Funds and Fusion are trademarks of Quadrus Investment Services Ltd.
Used with permission.

Insurance products, including segregated fund policies are offered through Trinity Wealth Partners Inc., and Rick Irwin, CFP, CLU; Melissa Allan;
and Patricia Bell, PFP offer mutual funds through Quadrus Investment Services Ltd. Commissions, trailing commissions, management fees and
expenses all may be associated with mutual fund investments. Please read the prospectus before investing. Mutual funds are not guaranteed, their
values change frequently and past performance may not be repeated.

