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Tax Strategies For Investors 
 
As an investor, there are many factors that you need to consider as part of your long-term investment planning. Your 
investment objectives may include income, safety of principal, or capital growth. Factors that influence your choice of specific 
investments may include a need for control, experience in investing, tolerance for risk, and of course, your personal tax 
situation. In fact, most of us have a strong desire to invest tax-efficiently. 
 
This report focuses on tax-efficient investment planning outside of your Registered Retirement Saving Plan (RRSP). An RRSP 
is, of course, one of the last great tax shelters. Because of the preferential tax treatment that it receives, an RRSP is a highly 
effective way to build a pool of assets for retirement. An RRSP allows you to defer taxes on some of your earned income by 
receiving a tax deduction for your RRSP contribution. Furthermore, as long as your funds remain within your RRSP, 
investment returns are not taxable. Over the long-term, tax-free compounding of investment returns can add up to a 
tremendous advantage. RRSPs deserve a lot of attention and CIBC Wood Gundy has produced a wealth of educational 
materials that are readily available to assist you with your RRSP planning. 
 
Interest, Dividends And Capital Gains 
Interest, dividends and capital gains are not taxed at all when they are earned inside your RRSP. Investments grow on a 
totally tax-sheltered basis within an RRSP. Tax only becomes payable when you make a withdrawal from your RRSP, and all 
withdrawals are taxed as “regular” income (it does not matter if investment returns were originally earned in the form of 
interest, dividends or capital gains).  
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Outside of your RRSP, interest, dividends and capital gains 

are all taxed differently: 
 

 
 
Interest income is fully taxable, the same as your salary, net business income and other “regular” income, while 
dividends and capital gains receive preferential tax treatment. 
 
 
Dividends from Canadian corporations are “grossed-up” on your tax return and then a special dividend tax credit 
applies. This generally means that Canadian dividends are effectively taxed at a much lower tax rate than “regular” 
income. (Foreign source dividends are taxable at the same rate as interest income and any withholding tax paid may 
qualify for a foreign tax credit.) 
 
 
Capital gains are also effectively taxed at a lower rate. Only 50 percent of net capital gains are included in your income. 

 
 
Outside of Your RRSP, Interest, Dividends and Capital Gains 
Are All Taxed Differently: 
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 TOP MARGINAL TAX RATES 
 --------------- 2007 --------------- 
 
PROVINCE 

 
INTEREST 

CANADIAN 
DIVIDENDS 

CANADIAN  
ELIGIBLE* 
DIVIDENDS 

CAPITAL 
GAINS 

Alberta 39.00% 25.21% 17.45% 19.50% 
British Columbia 43.70% 31.58% 18.47% 21.85% 
Manitoba 46.40% 36.75% 23.83% 23.20% 
New Brunswick 46.84% 37.26% 23.02% 23.42% 
Newfoundland 48.64% 37.32% 32.52% 24.32% 
Northwest Territories 43.05% 29.65% 18.25% 21.53% 
Nova Scotia 48.25% 33.06% 28.35% 24.12% 
Nunavut 40.50% 28.96% 22.24% 20.25% 
Ontario 46.41% 31.34% 24.64% 23.20% 
Prince Edward Island 47.37% 33.61% 24.44% 23.69% 
Quebec 48.22% 36.35% 29.69% 24.11% 
Saskatchewan 44.00% 30.83% 20.35% 22.00% 
Yukon 42.40% 30.49% 17.23% 21.20% 

 
* Eligible dividends are dividends received from Canadian Corporations or Canadian Controlled Private Corporations 
(CCPCs) on income that does not qualify for the special reduced tax rates.  Dividends are grossed up by the new rule 
announced in the 2006 Federal Budget.  
 

 
When does interest income become taxable? 

 
 

Generally, regardless of when interest is actually paid out to you, any interest that “accrues” (becomes owed) to you for 
a year, on terms greater than one year, must be reported in that year for tax purposes. For example, even though 
interest on a five-year GIC may only be paid out to you at maturity in five years, the accrued interest must be reported 
on your tax return for each year. 
 
The difference between the discounted price of a strip bond and the amount you receive when it is redeemed is 
considered to be interest for tax purposes. Even though this interest will not actually be paid out to you for some time, 
the annual interest accrual rule applies (see above). Given the complexities involved in calculating the interest income 
for tax purposes, strip bonds are normally best held within an RRSP.  

  
 
 
Capital Gains And Losses 
 
Capital Gains 
Capital gains may arise when assets are sold or are “deemed” to be sold. A capital gain i is equal to the positive difference 
between the proceeds of disposition less any selling expenses (such as sales commissions) and the adjusted cost base, or 
“ACB.” 
 
Capital Losses 
If the ACB is greater than the proceeds of disposition less selling expenses, a capital loss may be realized. Capital losses 
realized during the year offset capital gains realized during the year for a net capital gain or loss. A net capital gain is taxable 
in the year. A net capital loss may be carried back three years or forward indefinitely to apply against net capital gains. 
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Superficial Loss Rules 
If you sell a security to trigger a loss, and you or an affiliated person (for example, your spouse or a corporation you control) 
purchases an “identical security” within 30 calendar days before or after the sale date, and that person still owns that security 
30 days after the sale date, then the capital loss is denied to you and added to the cost base of the person who bought it. This 
rule also applies if you or the affiliated person buys an option or right to buy the security that was sold. 
 
Example: Shares of competing companies within an industry should not be considered “identical securities” for purposes of 
the superficial loss rules, while index funds which track the same index would be considered “identical securities” under the 
rules.  In addition, professional tax advice will be needed to determine whether similar mutual funds are “identical 
securities.” 
 
Dispositions 
There are times when a disposition of property may occur for tax purposes, even though no actual sale may have taken place. 
Whenever capital property is transferred out of your hands, a disposition is triggered for tax purposes and may result in an 
immediate realization of capital gain or loss. (There may be an exception when property is transferred to a spouse or spousal 
trust; see below.) There may also be a “recapture” of capital cost allowance in the case of depreciable property. Transfers to 
corporations or trusts, as well as gifts to family, are all subject to this treatment. 
  
Generally, capital property may be rolled to your spouse or to a spousal trust at your ACB on the property. Depreciable 
property is deemed to be transferred at your “undepreciated capital cost.” (Cost and depreciation are also transferred.) A 
capital gain or loss will not arise at the time of the transfer but when your spouse ultimately disposes of the property. At that 
time, any capital gain or loss will be attributed back to you for tax purposes, however, you should be aware that the 
attribution rules do not apply after your death. (See page 6 for a summary of some attribution rules.) 
 
Instead of rolling property over to your spouse at your ACB, you may elect to transfer property to your spouse and receive 
fair market value consideration for it. If certain conditions are met, the attribution rules will not apply, and future income and 
capital gains or losses will be taxed in your spouse’s hands. However, making this election means that you have to recognize 
any accrued capital gains at the time of the transfer (special rules apply in the case of losses). A decision to transfer property to 
your spouse and to make this election may depend on the nature of the property and other tax and legal factors. 
 
RRSP Contributions “In Kind” 
Providing you have a self-directed RRSP, you can contribute any qualified investments including eligible mutual funds, 
common shares and bonds and receive a tax deduction equal to the fair market value at the time of the contribution. When 
you do this, you are deemed to have sold the securities when the contribution is made, and any accrued capital gains are 
taxable. Unfortunately, in this case you can’t recognize any capital losses for tax purposes so you should not contribute 
“losers.” 
 
Swapping Non-registered Securities For Cash In A Self-Directed RRSP 
If you have RRSP eligible securities outside of your RRSP and cash inside your RRSP, you can generally “swap” the securities 
for the cash. The cash you receive must equal the fair market value of the securities. The amount paid out of the RRSP to  
purchase your non-registered securities is not added to your taxable income and there is no tax withheld at source. Although 
a swap for cash really is a buy/sell transaction, you cannot recognize any capital losses for tax purposes even though accrued 
capital gains are taxable.  
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Your Principal Residence 
Normally, a capital gain in respect of your home is completely exempt from taxation because of the “principal residence 
Exemption.” The definition of “principal residence” includes a house, condominium or share in a co-operative housing 
corporation. It generally also includes land of up to a half hectare (approximately 1.2 acres). Since 1982, you, your spouse, and 
any unmarried children who have not reached age 18, are limited, as a group, to one “principal residence” at a time. 
 
Capital Gains Exemption For Qualified Small Business Corporations And Farms 
The original $100,000 capital gains exemption has now been eliminated. However, an enhanced exemption of up to $500,000 
for certain types of property is still available. Assets that may be eligible for the enhanced exemption are shares of a Qualified 
Small Business Corporation (QSBC) and a qualified farm property. For a corporation to be treated as a QSBC, numerous tests 
must be satisfied. The tests are based on the manner in which assets owned by the corporation are utilized. These tests are 
quite technical and professional advice is mandatory. For example, with a QSBC, at least 90 percent of the corporate assets 
must be engaged in an active business. Other factors may be applicable such as a Cumulative Net Investment Loss which may 
impact your claim for the exemption. Professional advice will also be necessary when dealing with a farm property regarding 
qualification for the exemption, as well as special rules applicable at death. 
 
Also, subject to certain rules and restrictions, a deferral of the capital gains tax arising from the disposition of an eligible small 
business investment is available if the proceeds are reinvested in another qualifying small business investment. Again, this 
also is an area of significant complexity and professional tax advice is required. 
 
M 

 
Marginal Tax Rate 

vs. 
Average Tax Rate 

 
 

Your marginal tax rate is the rate of tax you pay on your last dollar earned in the year. This rate can be used to roughly 
estimate how much tax you will save if you reduce your income. For example, if your income will be more than 
$120,000, and your marginal tax rate is 46 percent, a $1,000 RRSP contribution will produce a tax saving of $460. 
 
Your average tax rate represents the actual tax you pay as a proportion of total income, after deductions and credits. It 
is calculated by dividing your total tax (actually paid) by your total income. For example, if you pay taxes of $30,000 
(after deductions and credits) on income of $100,000, your average tax rate is 30 percent. This is also called your 
“effective tax rate” and it can obviously fluctuate a lot from year to year depending on your tax planning. 

 
 
 
Taxation Of Mutual Funds 
Any interest and dividends from a mutual fund’s portfolio holdings, as well as any capital gains from the sale of securities 
inside the mutual fund throughout the year, “flow through to you in kind” and are taxable in your hands according to your 
share of the mutual fund. It is important to note that any profit on the sale of your mutual fund units is regarded as a taxable 
capital gain as well (e.g., if you buy a unit at $12 and sell it at $15, you will have a $3 capital gain). You will receive preferential 
tax treatment for any of your qualifying mutual fund dividends and capital gains.  
 
You can generally choose to receive a payout of income earned in a mutual fund but many investors choose to automatically 
re-invest in additional mutual fund units. In any event, this decision has nothing to do with the fact that you must report your 
share of the income earned in the fund for tax purposes. 
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Interest, Dividend Or Capital Gain Re-Investment 
 

This is effectively treated as two separate events for tax purposes: A taxable interest, 
dividend or capital gains distribution, and then a unit purchase. 

 
Note that you increase your ACB by the amount of any interest, dividend or capital 

gains reinvested. 
 
 

 
 
 
Taxation Of U.S. Investments 
 
U.S. Withholding Taxes 
Under the terms of the Canada/U.S. tax treaty, dividend income from a U.S. source is subject to a 15 percent U.S. withholding 
tax. Interest income is subject to a 10 percent U.S. withholding tax, however, there is a “portfolio debt” exemption for interest 
earned on certain fixed income investments. Generally, tax is not withheld on capital gains recognized on U.S. investments 
with the exception of real property (i.e., real estate). Any withholding taxes paid may qualify for a foreign tax credit on your 
tax return. 
 
U.S. Estate Taxes 
If you own U.S. assets, you may become exposed to U.S. estate taxes, even if you are a Canadian resident and you are not a 
U.S. citizen. If your worldwide estate is valued at more than $US 2,000,000 and U.S. assets over US $60,000, U.S. estate taxes 
can impose a very serious burden on your estate. (A detailed worksheet for estimating U.S. estate taxes is available in CIBC 
Wood Gundy’s Special Report “Estimating The Costs Of Settling Your Estate.”) 
 
There are a number of planning strategies available to assist you in reducing your U.S. estate tax exposure. However, you 
should realize that the effectiveness of these strategies is not clear in law and there are significant risks and potentially adverse 
income-tax consequences in both Canada and the United States if these strategies are improperly or inappropriately used. 
 
Many Canadians are also U.S. citizens. Since the United States levies taxes, including estate taxes, based upon both residency 
and citizenship, these individuals should pay special attention to their exposure to U.S. taxes (this could include exposure as 
the beneficiary of inter-vivos or testamentary trusts). 
 
There is also another potential tax liability to consider – “U.S. Gift Taxes.” Regardless of residency and citizenship, the U.S. 
levies taxes on gifts of U.S. real estate and U.S. tangible personal property. 
 
U.S. tax filings and strategies to avoid U.S. estate taxes and gift taxes require expert assistance. Under no circumstances, 
should you undertake any action without consultation with specialized tax and legal professionals.  For general information 
on requirements to file U.S. tax returns, please refer to CIBC Wood Gundy’s Special Report “U.S. Filing Requirements.” 
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CARRYING CHARGES 
Tax-Deductible Investment Expense 

 
 
� Qualifying personal investment counseling fees (paid to a person whose principal business is advising others whether to buy or 

sell specific shares, as opposed to managing transactions) 
� Qualifying fees for asset management (discretionary portfolio management fees) and safe custody of securities including safety 

deposit box (safety deposit box rental no longer deductible for Quebec provincial tax purposes) 
� Qualifying accounting and bookkeeping fees for keeping records of investments  
 
Exclusions: 
� Interest on RRSP loans 
� Annual RRSP administration fees paid personally 
� The cost of financial subscriptions 
� Admission fees for investment seminars 
� Financial planning fees 
� Commissions (commissions are capitalized into the cost base of investments or deducted from proceeds) 
 

 
 

INCOME SPLITTING 
The Attribution Rules 

 
 
Assets are often transferred primarily for the purpose of “income splitting.” This is a strategy to achieve tax savings by shifting 
income to family members in a lower tax bracket. Unfortunately, the government has developed various attribution rules to largely 
discourage this practice. 
 
A brief summary of some attribution rules: 
� If you transfer assets to your spouse or child under age 18, subsequent income earned on the assets is to be attributed back to you 

for tax purposes  
� Capital gains or losses realized by your spouse on the subsequent sale of transferred property are to be attributed back to you for 

tax purposes (unless you elect to transfer at fair market value) 
 
Acceptable income splitting strategies include: 
� Spousal RRSPs (subject to three year withdrawal rule) 
� Splitting up to 50 percent of eligible pension income 
� Splitting up to 50 percent of CPP benefits with spouse (application required) 
� Outright gifts (not loans) to children age 18 or older 
� Second generation income (income earned on attributed income) 
� Capital gains for children, including those under age 18 (not spouse) 
� Genuine loans at “prescribed” or commercial rates of interest (there should be documentation and evidence of actual repayment 

within a reasonable period of time, etc.) 
� Interest-free loans to spouse to earn active professional or business income (does not include limited partnerships) 
� Sale of property at fair market value 
 
Also note that: 
� The attribution rules do not apply after your death, nor after you have emigrated 
� Relatives who are not resident in Canada are not subject to attribution on loans or gifts to family in Canada 

 
Income Splitting 
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TRUSTS 

 
 

 
A trust is an arrangement whereby a settlor transfers ownership of property to a trustee who is to manage the property 
for the benefit of beneficiaries. With a trust you can officially transfer ownership out of your own hands. However, you 
can still direct how trust assets are to be managed and distributed by clearly setting this out in the terms and conditions 
of your trust. Trusts can be highly effective wealth management vehicles, especially for income splitting and other tax 
planning purposes. 
 

 
 
 

INTER-VIVOS TRUSTS 
 
 

 
Inter-vivos or “living” trusts are set up during your lifetime and take effect during your lifetime. As we explain 
elsewhere in this report, when you transfer assets to your spouse or minor children, the transfer may give rise to a 
taxable disposition, and certain types of income from those assets will be “attributed” back to you for tax purposes. 
Recognize that the “attribution rules” also apply to income from trust assets. In other words, income paid out to 
beneficiaries is taxed in their hands, subject to the attribution rules. It is important to realize, however, that income 
retained in the trust is taxed at the top personal tax rate. Despite any potential limitations from a tax perspective, inter-
vivos trusts can facilitate and legitimize family income splitting. 

 
 
 
 

TESTAMENTARY TRUSTS 
 
 

 
Testamentary trusts are set up in your Will and only arise as a consequence of your death. They can be powerful and 
flexible tax-planning tools and can allow your family to achieve family income splitting and long-term tax savings. It is 
important to remember that the government’s income attribution rules do not apply after death. In addition, a 
testamentary trust is taxed more favourably than an inter-vivos trust, in that trust income is taxed at the same 
graduated rates that apply to individuals. 
 
If you have adult children in a high tax bracket and you leave them substantial capital in an outright distribution 
through your Will, any income they earn on that capital will be taxed at their high tax rate. If, on the other hand, you 
direct the capital to testamentary trusts for them and their children, any future income can be designated to them, or to 
their children, or to the trusts, at each of their respective tax rates. This strategy may be particularly attractive to adult 
children who wish to fund their own children’s school, camp, hobby and other expenses in a tax-efficient manner. 
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Testamentary Trusts 

 
TAX CONSEQUENCES OF TRANSFERRING ASSETS TO 

“JOINT OWNERSHIP WITH RIGHT OF SURVIVORSHIP” 
 

 
Joint ownership with right of survivorship implies an equal sharing of ownership, therefore, for tax purposes, it is 
generally assumed that any deemed disposition or reporting of income should apply on a proportionate basis. For 
example, if you were the sole owner of a portfolio of stocks and bonds and you transferred the portfolio to joint 
ownership with three adult children, there should be a deemed disposition equal to 75 percent of asset value. (You 
would personally report any resulting capital gains or losses for tax purposes.) Subsequently, you and your three 
children would each report 25 percent of any future income and would each use 25 percent of proceeds of disposition 
to calculate  capital gains or losses on the portfolio for tax purposes. Upon your death, there would be a further deemed 
disposition on your retained share of the joint asset. 
 
The tax and legal consequences of gifting to family members by transferring assets to joint ownership with right of 
survivorship will vary, and you should never undertake to do this without professional tax and legal advice. The tax 
consequences will depend on the nature of the assets being gifted, and will also depend on whether you are gifting to 
your spouse or to children under or over age 18. The following are sample situations. 
 
If you transferred bank accounts, GICs, T-bills or similar fixed-income investments 
to joint ownership with your spouse or a child under age 18: 
There should be no capital gains realized because normally these are not appreciating capital assets or growth assets. 
Because of the attribution rules, any subsequent income from these assets would be taxed back in your hands. (The 
income would not be taxable to your spouse or child.) 
 
If you transferred bank accounts, GICs, T-bills or similar fixed-income investments 
to joint ownership with a child over age 18: 
There should be no capital gains realized because normally these are not appreciating capital assets or growth assets. 
Any future income on these assets would be reportable proportionately for tax purposes, i.e. 50/50 to both of you at 
your respective tax rates. (There is no attribution of income back to you for tax purposes on outright gifts to children 
over age 18.)  
 
If you transferred appreciating assets such as stocks and bonds into joint ownership with your spouse: 
The tax consequences would generally involve a rollover of 50 percent of the portfolio at your ACB and a capital gain 
or loss would only arise when your spouse ultimately disposed of the assets. At that time, any capital gain or loss 
would be attributed back to you for tax purposes (although you should note that the attribution rules do not apply after 
your death). After the rollover, any subsequent income and capital gains or losses would be attributed back to you for 
tax purposes. However, if you made an election to transfer the assets to your spouse and receive fair market value 
consideration, the attribution rules would not apply (any subsequent income and capital gains or losses on your 
spouse’s share of the portfolio would not be attributed back to you), but you would have to recognize any accrued 
capital gains at the time of the transfer (special rules apply in the case of losses). Note that your spouse cost base in the 
account would differ from your cost base. 
 
If you transferred appreciable assets such as stocks and bonds into joint ownership with a child: 
The tax consequences would involve a “deemed disposition” of 50 percent of the portfolio at fair market value, 
possibly resulting in an immediate realization of capital gain or loss for you. Any future capital gains or losses on the 
assets (regardless of your child’s age) and any future income on the assets (if your child is over age 18) would be 
reportable proportionately for tax purposes, (i.e., 50/50 to both of you at your respective tax rates.) (Any subsequent 
capital gains or losses on your child’s share of the portfolio would not be attributed back to you, however, in the case of 
a child under 18, any subsequent income on your child’s share of the portfolio would be attributed back to you for tax 
purposes.) 
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Tax Consequences Of Transferring Assets* 

 
 
Transfer Of Interest-Earning Types Of Assets (e.g., cash accounts, GICs, T-bills) 
 
 
Connected person 
receiving assets 
 

 
Does deemed disposition trigger 
immediate capital gain? 

 
Who reports future interest income 
on their own tax return? 

 
Spouse 
Child under 18 
Child over 18 
 

 
No 
No 
No 

 
Person who transferred assets 
Person who transferred assets 
Adult child 

 
Transfer Of Appreciating Assets (e.g., stocks, bonds, real estate) 
 
 
Connected 
person receiving 
assets 
 

 
If deemed disposition trigger 
immediate capital gain, who 
reports it for tax purposes? 
 

 
Who reports future interest 
and dividends on their  
own tax return? 

 
Who reports future 
capital gains on their 
own tax return? 

 
Spouse 

 
No deemed disposition 
(unless transfer at FMV) 

 
Person who 
transferred assets 
(unless transfer at FMV) 

 
Person who  
transferred assets 
(unless transfer at FMV) 
 

 
Child under 18 

 
Person who 
transferred assets 
 

 
Person who 
transferred assets 
 

 
Minor child 

Child over 18  
Person who 
transferred assets 
 

 
Adult child 

 
Adult child 

*Note that the attribution rules become irrelevant after the death of person who transferred assets. 
 
Offshore Planning 
There are very few offshore planning strategies that are legally effective for Canadian residents. It is very important to 
remember the fact that Canadian residents are required to report all of their worldwide income to the Canada Revenue 
Agency (CRA), regardless of where their income-producing assets are located. Failure to report worldwide income constitutes 
tax evasion and can result in serious penalties including a prison term. 
 
There are certain offshore tax planning strategies that may be available to you, for instance if you are in a position to 
effectively sever ties to Canada or set up a business in a low-tax offshore jurisdiction. There are many potential pitfalls, 
however, and professional assistance is required. Overall, you should realize that the Income Tax Act generally ensures that a 
Canadian resident taxpayer cannot directly or indirectly hold passive investments outside the scope of the Canadian tax 
system. 
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Tax Tips For Investors 

 
 

Maximize RRSP 
Contribute your maximum RRSP limit every year, at the beginning of the year. If you have any contribution carry 
forward room, make a point of catching up as soon as possible. An RRSP is a very flexible and tax-efficient way to save 
for retirement. 
 
Review Asset Allocation Of Portfolio 
Review your entire portfolio (RRSP and non-RRSP) from a tax perspective. If your asset allocation strategy requires you 
to maintain a large fixed income component, generally try to hold the higher interest-paying investments inside your 
RRSP, and hold the more “tax-favoured” dividend or capital gains paying investments outside of your RRSP. Also 
remember that you cannot take advantage of any losses in an RRSP.  
 
Buy And Hold Strategy 
Outside of your RRSP, consider investing a part of your portfolio for capital gains on a long-term “buy and hold” basis. 
The long-term tax deferral, combined with the preferential rate on capital gains, could provide a result that is similar to 
the RRSP advantage. 
 
Tax Loss Selling 
If you have sold some assets and realized capital gains in the year, and you are holding other assets with unrealized 
losses, consider selling them as well. This will allow you to realize losses to offset the capital gains. This is often 
referred to as tax loss selling. The selling transaction must settle before the last business day of the year and you have to 
watch out for the superficial loss rules (e.g., do not repurchase the securities with losses within 30 days before or after 
the sale). 
 
Review Non-RRSP Investments 
If generating income is currently your primary objective, review the tax-effectiveness of your non-RRSP investments.  
 
 

 
CONSIDER HOW MUCH YOU CAN 

RECEIVE TAX-FREE* IF YOU HAVE 
NO OTHER SOURCE OF INCOME 

FOR EXAMPLE: 
 

INTEREST 
$8,000 OR 

 
CANADIAN DIVIDENDS 

$30,000 OR 
 

CAPITAL GAINS 
$16,000 

 
*  Provincial tax rates may differ and the resulting 

income levels may be lower in some provinces. 
 

Note:  Up to $67,000 of “eligible dividends” (essentially dividends paid by Canadian Public 
Corporations) can be received free of Federal level tax, but not necessarily Provincial tax.  
  

 

10 



FINANCIAL PLANNING & ADVICE SOLUTIONS
 Tax Strategies For Investors

 
 
 

 
Tax Tips For Investors (cont’d) 

 
 
 

Review Tax Credits 
Consider electing to report all of your spouse’s Canadian dividend income on your own tax return if this will enable 
you to claim the spousal tax credit. If your spouse reports the dividends and is in a low tax bracket, the dividend gross-
up could cause a reduced or lost spousal tax credit and the dividend tax credit may not be of much use. On the other 
hand, if you report the dividend income, your income will be higher but you will be able to create or increase the 
spousal tax credit. You should project the taxes both ways to see which provides the best tax savings. 
 
Income Splitting 
Take advantage of any income splitting strategies that may be available to you, including spousal RRSPs, RESPs, 
splitting eligible pension income or CPP with your spouse, and transferring assets to create capital gains in the hands of 
a minor child. But watch out for the rules regarding deemed dispositions and income attribution, and make sure to get 
professional assistance.  
 
Trusts 
Consider setting up an inter-vivos trust to take effect during your lifetime. Also consider setting up testamentary trusts 
in your Will to take effect at death. Note that transferring assets to an inter-vivos trust may trigger immediate tax 
consequences. Also note that inter-vivos trusts are subject to the attribution rules and retained income is taxed at the top 
marginal tax rate, while testamentary trusts are not subject to the attribution rules and retained income is taxed at 
graduated rates. (For more information on the tax planning opportunities available with testamentary trusts, see our 
special report “Will Planning To Meet Your Estate Needs.”) 
 
Universal Life Insurance 
Consider investing in a tax-exempt life insurance policy, commonly referred to as a universal life policy. Investment in 
the side-fund of this type of policy effectively allows investors to receive competitive fixed income or equity returns on 
a tax-sheltered basis. 

 
 
 
 
 

www.cibcwoodgundy.com 
 

CIBC Wood Gundy is a division of CIBC World Markets Inc., a subsidiary of CIBC and Member CIPF. Clients are advised to seek advice regarding their particular 
circumstances from their personal tax and legal advisors.  Insurance services are available through CIBC Wood Gundy Financial Services Inc. In Quebec, insurance 
services are available through CIBC Wood Gundy Financial Services (Quebec) Inc.  
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