
 

 

Lower Oil Prices Impact Canada  

On January 21st, the Bank of Canada surprised the markets by lowering 

its overnight rate by 0.25% to a new level of 0.75%.  Their decision to 

lower rates was due to the recent drop in the price of oil, as noted in 

remarks by Stephen S. Poloz, Governor of the Bank of Canada: 

The drop in oil prices is unambiguously negative for the 

Canadian economy. Canadaôs income from oil exports will be 

reduced, and investment and employment in the energy sector 

are already being cut.  

There will be some offsets, but they are both partial and of 

uncertain timing: Canadian consumers will spend less on 

energy, but they could save some of the windfall rather than 

spend it; U.S. economic growth will be stronger, which - along 

with a lower Canadian dollar - should boost Canadian exports, 

but the speed of the export response is uncertain given the 

export capacity losses of the last decade. 

The impact in the markets was immediate with the Canadian dollar 

dropping over two cents relative to the U.S. dollar.  Lower interest rates 

are good for bonds (and stocks), which climbed nicely.  We will be 

watching the situation closely, but the lower Canadian dollar and lower 

interest rates should help non-oil related sectors in Canada.  It will not 

be so good for those who want to go shopping in the States. 
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Going Electronic!  

In this day and age of technology, this 

will be the last printed version of the 

Alitis Quarterly Newsletter. Going 

forward, all newsletters and updates, 

can all be found on our website at: 

www.alitis.ca/blog 

which is the best place to go for the 

most updated information on 

everything that is going on at Alitis.  

Furthermore, go to 

www.alitis.ca/newsletter-signup 

to have the e-newsletters sent directly 

to your email, if you are not already 

receiving our newsletter electronically. 

As mentioned in the last newsletter, 

stay connected with Alitis on social 

media. Look for us on: 
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The Dollar  

Drops...  

...While  

Bonds Pop 

A Quarter of a Percent Makes Quite an Impact!  

       Facebook        Twitter 

       Google+        LinkedIn 

       Instagram        Pinterest 



 

 

Wealth Preservation With Life Insurance * 

When doing estate planning, it is very important to consider the impact of taxes on the value of your estate.  

Without proper planning, the value of your RRSPs, RRIFs, and other registered plans could all be added to your 

income and fully taxed in the year of your death.  If it is your intention to leave an estate for your heirs, the 

potential tax bill could impact your plans.  Fortunately, there are strategies which use life insurance to offset the tax 

implications.  One such strategy is as follows: 

*Insurance products are sold through Alitis Insurance Services Ltd., a company related to Alitis Investment Counsel Inc. 

THE ALITIS QUARTERLY 2 W INTER 2015 

The strategy Invest 5-10% of your liquid financial assets into a participating insurance solution that builds guaranteed, tax-free 

assets for your family. 

How it works Your  invested capital accumulates, tax-free and earns dividends annually based on the life insurance companyôs 

investment portfolio.  Permanent life insurance policies enjoy tax exempt growth for as long as the capital stays 

within the policy. Accumulating capital may be withdrawn at any time but may be taxable in that year.  If the 

capital stays within the policy and eventually gets paid as a death benefit for your heirs, the face value and 

accumulated growth is paid tax-free! 

Rates of return The power of this strategy is that the after-tax rate of return is higher than most, if not all, other guaranteed 

investments. 

What if I need to 

access my money or 

decide to 

discontinue? 

Accumulated Cash Values are accessible two different ways:  (i) Policy Loan ï this option involves an internal 

policy that uses the annual dividends to service the interest charges and delivers you tax-free capital from your 

policy;  (ii) Bank Loanï rather than utilizing the internal policy loan option, you may also access your capital by 

arranging your own loan through your bank.  Most banks view cash values inside a permanent insurance policy as 

excellent collateral and are happy to lend against the policy, at competitive rates. 

An Example of Wealth Preservation with Life Insurance  

The following provides an example of how the strategy 

outlined above can work.  Here are the assumptions for this 

example: 

¶ Mr. & Mrs. Smith, both age 55, non-smokers 

¶ Registered plans totaling $400,000  with annual returns 

of 5.0%  

¶ At age 70, RRIF payment begins based on minimum 

payment schedule on prescribed RRIF table 

¶ Tax calculated at 45.8% (top marginal tax rate) 

¶ Insurance values based on a whole life participating  

joint last to die policy with a face value of $400,000 

¶ At date of final death, registered plans are deemed 

disposed and are subject to estate tax 

As you can see, the death benefit from the insurance policy 

can offset the estate tax and add to the value of the estate. 

tool in estate planning 

Life insurance can be a valuable 
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Alitis in the community 

Supporting Our Community  

It was with great pleasure that we were able to 

contribute to the Knights of Columbus 

Christmas Hamper Fund this past December.  

This initiative, which is in its 41st year of 

operations, helps provide food, toys, and gifts 

to the less fortunate in the Campbell River area 

during the holiday season.  The funds were 

raised in conjunction with Casual Fridays by 

Campbell River staff and were matched by the 

management at Alitis Investment Counsel. 

 

 

 

 

Top 10 for Best Company  

Since its inception in 2003, the annual Small Business BC Awards have become one of the largest and most widely-

recognized contests in British Columbia.  The awards acknowledge the contribution that over 400,000 small 

business owners and entrepreneurs in the province make to their local communities 

and the global economy. 

The 2015 Small Business BC Awards opened for nominations on October 1, 2014 and 

over 440 companies were nominated from 70 communities across the province in the 

ten categories. This past December, it was announced that Alitis Investment Counsel 

was a semi-finalist in the category of Best Company. 

Being recognized for our organizationôs vision of giving investors stable returns with 

less risk, our effective and efficient operations, and experienced team provides us with 

the continued drive to keep growing as a company.  This achievement along with the 

support of our clients, business partners, and community is proof that innovative 

approaches can come from anywhere and from anyone.  

Thank you to everyone who voted for us! 
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Jim Linton (L) of the Knights of Columbus 

accepting a cheque from Cecil Baldry-White (R) 

and Terry Gwilliam (C). 



 

 

Disclaimers and Disclosures 

This report is provided, for informational purposes only, to customers of Alitis Investment Counsel Inc. (ñAlitisò) and does not constitute an offer or solicitation to buy or sell any securities discussed herein to 
anyone in any jurisdiction where such offer or solicitation would be prohibited. Opinions expressed in this report should not be relied upon as investment advice. This report does not take into account the 
investment objectives, risk tolerance, financial situation or specific needs of any particular customer of Alitis. Each individualôs investment objectives, risk tolerance, financial situation and specific needs should 

be evaluated before making any investment decision. 

The information contained in this report has been drawn from sources believed to be reliable, but is not guaranteed to be accurate or complete. This report may contain economic analysis and opinions, including 
about future economic and financial markets performance. These are based on certain assumptions and other factors, and are subject to inherent risks and uncertainties. The actual outcome may be materially 
different. All opinions expressed herein constitute judgements as of the date of this report and are subject to change without notice. Alitis assumes no duty to update any information or opinion contained in this 
report. This report may contain links to third-party websites. Alitis is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content contained on such 

third-party websites is not part of this report and is not incorporated by reference into this report. 

Unless otherwise noted, the indicated rates of return are the historical annual compounded returns for the period indicated, including changes in security value and the reinvestment of all distributions and do not 
take into account income taxes payable by any securityholder that would have reduced returns. The investments are not guaranteed; their values change frequently and past performance may not be repeated.  

Unless otherwise noted, risk refers to the annualized standard deviation of returns for the period indicated.  

Neither Alitis nor any director, officer or employee of Alitis accepts any liability whatsoever for any errors or omissions in the information, analysis or opinions contained in this report, nor for any direct, indirect or 

consequential damages or losses arising from any use of this report or its contents. 

É 2015 Alitis Investment Counsel Inc. All rights reserved. Unauthorized use, distribution, duplication or disclosure, in whole or in part, or in any form or manner, without the prior written permission of Alitis is 

prohibited by law. 
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TFSAs, RESPs & U.S. Persons 

The Foreign Account Tax Compliance Act (FATCA), a U.S. law, has focused attention on U.S. tax reporting 

requirements for U.S. persons living in Canada.  The tax reporting requirements for U.S. persons are not new, but 

recently-adopted Canadian laws requires all financial institutions to identify and report financial 

accounts held by U.S. persons.  As well, there are additional considerations for Tax Free 

Savings Accounts and Registered Education Savings Plans. 

The issue with TFSAs and RESPs is that neither is considered to be tax exempt nor tax 

deferred in the U.S.  As such, income must be reported on these plans annually and the filing 

costs may greatly exceed the potential tax savings.  Consider the following TFSA example: 

Carol, a U.S. person, has $15,000 in a TFSA at the start of the year.  If the TFSA earns 5% in 

interest and Carolôs marginal tax rate is 45 percent, she will save $338 in taxes.  If her U.S. 

marginal tax rate is 35%, she will owe $263 in U.S. taxes, with her net tax savings being 

about $75 Canadian.  However, the cost of preparing and filing the appropriate forms 

ranges from a few hundred dollars to over $1,000 so any tax savings is lost due to the cost of filing. 

If you are interested in finding out more, please consider reading the BDO Tax Bulletin, ñTax Consequences for 

U.S. Citizens and Other U.S. Persons Living in Canada.ò  It appears to be good source for additional information, 

but everyoneôs tax situation is different. We would recommend that you talk to a U.S. tax specialist in your local 

area before undertaking any course of action. 

Head Office:  Campbell River 

Satellite Offices:  Victoria, Vancouver, Burnaby, 

Calgary, & Edmonton 

1- 800 667 2554   /   www.alitis.ca 

problem for American citizens 

U.S. tax laws can be a 


