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U.S. Election: The Changing Guard
After a highly contested election complicated 
by civil unrest and a heated campaign, the 
American people have decided on a change 
in leadership. As a Canadian, you may be 
wondering what impact this change may have 
on your investments.

We can observe that regardless of the political 
party that occupies the White House, there 
is no distinct pattern or outcome for the 
equity markets. In fact, respected author and 
investor Ben Carlson wrote in a recent Fortune 
magazine article that politicians often have less 
of an impact on equity market performance 
than most people would like to believe. Carlson 
has shown that the long-term trend of the 
stock market has been up no matter who the 
president is. It should also be noted that no 
president in modern history has been able to 
prevent the stock market from experiencing a 
large drawdown, either.

What We Know: Biden’s Policies, In Short

Throughout the campaign process, much 
focus was given to Biden’s pledge to increase 
taxes for corporations and higher-income 
individuals, reversing some of the tax cuts 
enacted by the Trump administration. These 
increases have been proposed to help fund 
trillions of dollars in stimulus measures, social 
services, manufacturing, green tech and 
infrastructure projects. A new fiscal stimulus 
plan has been called “crucial” and was largely 
stalled by the election.

Biden has supported a clean energy agenda, 
which has concerned many in the oil and 
gas sector. He has also supported greater 
regulation of the communications sector, and 
his proposed tax regime would likely affect 
the banking sector. From a global policy 
perspective, it is expected that the Democrats 
will deal with trade policy more diplomatically, 
which may help temper escalating global trade 
tensions over the past four years.

However, it should be noted that success in 
passing new measures may be difficult as 
it is largely dependent on Congress, and 
the Senate continues to be controlled by 
the Republicans.* This split in power is often 

welcomed by investors. Carlson has shown that 
when a Democrat is president and Republicans 
control Congress, average annual returns of the 
S&P 500 since 1933 have been 13.0 percent.1

The Bottom Line

Basing an investment strategy on the outcome 
of an election is not a prudent exercise. Nobody 
can be certain that campaign promises will 
lead to policy changes or even impact future 
economic outcomes once Biden takes office 
on January 20, 2021. For example, Trump’s 2016 
promises of deregulation suggested that the 
energy sector would have fared well during his 
time in office; in hindsight, many other factors 
negatively impacted the sector. Regardless 
of what lies ahead, the private sector will 
continue to produce jobs, invest in innovation 
and drive growth over the longer term. Often, 
the winners will be those companies that can 
best position themselves to adapt to changes 
in the competitive and regulatory landscape 
over time.

As advisors, we structure portfolios using 
diversification to prepare for inevitable 
changes and ensure that we are not exposed 
to any single adverse event. We make course 
adjustments when required and are constantly 
monitoring investments given that operating 
landscapes and competitive conditions are 
always changing. What we shouldn’t lose 
sight of is that the long-term trend of the stock 
market has been up, regardless of who is in 
power.

Growth of a Dollar Invested in  
the S&P 500: Jan. 1926 to Dec. 2019

* At the time of writing.

1. https://fortune.com/2020/10/10/2020-election-
investing-trump-biden-stock-market-predictions/
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Interest Rates, Inflation & the Risk of Doing Nothing
For those old enough to remember, the late 1970s and early 1980s were periods rife with high inflation and interest rates. 
In 1981, inflation rates reached over 12 percent and the now defunct Canada Savings Bond returned 19.5 percent interest.1 
While high interest rates meant great returns on low-risk assets like guaranteed investment certificates, it also meant 
unaffordable mortgages!

Since that time, it has been widely recognized that the central banks are responsible for keeping inflation in check as part 
of their policy objectives. For many years, the Bank of Canada and U.S. Federal Reserve (Fed) have targeted a two percent 
core inflation rate. Over the last decade, inflation has generally hovered close to this target, due to monetary policy actions 
as well as persistently low price and wage increases. It should be noted that the measure of core inflation doesn’t include 
some of the more volatile components of our goods and services, such as food and gas — everyday costs incurred by most 
individuals. Many Canadians would argue that food costs have largely outpaced core inflation rates!

Today’s Realities: Low Interest Rates, Low Inflation

Of course, it is unlikely that we will see the return of the 
inflation rates experienced in the 1970s. However, even 
moderate inflation can have a significant impact over time. 
The chart shows the erosion of purchasing power of $100 
with just moderate inflation rates.

Chart: Even Moderate Inflation Can Erode Purchasing Power

Year
Inflation Rate

1% 2% 3%
0 $100 $100 $100

10 $90.53 $82.03 $74.41

20 $81.95 $67.30 $55.37

30 $74.19 $55.21 $41.20

This should also remind us of the value in investing funds 
for the future. With interest rates at near-zero levels, many 
savings accounts yield paltry returns. Add in the subtle 
effects of inflation and doing nothing with your money can 
have its own risks.

While the effects of the pandemic may have created short-term 
deflationary pressures, there are differing views on the longer-term 
path for inflation. With central banks pledging to keep interest 
rates low for the foreseeable future, there is the potential for rising 
inflation — traditional economics suggests that when rates are low 
and the economy grows, inflation generally increases. As well, in 
2020 the Fed signaled a major shift in its approach to managing 
inflation, now allowing it to run above the previous two percent 
target. This significant change in policy stance was undertaken to 
try and stimulate growth and tackle unemployment as a result of 
the pandemic.

1. Bank of Canada monthly historical CSB rates and CPI. www.bankofcanada.ca

Stress and Your Financial Relationship
The coronavirus pandemic has affected an incredible amount of 
people raising the overall stress levels.

Stress is a normal physiological and psychological response to an 
abnormal or unfamiliar situation . Although, often associated with 
a negative connotation, some degree of stress is helpful, acts as a 
motivator and can help you meet your daily goals. When stress is 
unhelpful, people may feel overwhelmed, isolated, and exhausted.

Whether you encounter a mild, moderate or severe level of 
stress we tend to default to our natural protection response; 
fight, flight or freeze. 

Fight -     You react emotionally, making impulsive, short term 
decisions.

Flight -    You disengage and avoid making important decisions.
Freeze - You become paralyzed and unable to make any decision. 

All these reactions can interfere with the success of your long-term 
financial plan. 

Common sources of stress stem from financial and economic 
events, life events, and your overall physical and mental wellbeing.

This year we were challenged with a pandemic, the shutdown of 
the economy, the deepest recession since the 1930s, and a global 
equity market collapse. Today, we have record highs in the U.S. 
equity market and high levels of market volatility amidst positive 
COVID-19 vaccine developments. 

Given the irrational behaviour of Mr. Market and general global 
unrest this has no doubt created a stressful investor environment. A 
common investor behaviour would have been to react to a market 
drop in March and sell your investment portfolio (Fight!). Investors 
who make emotional, panic based, decisions often come as the 
cost of long-term performance. A more rational reaction is to 
consider this as an opportunity.

Common sources of stress also include major life events. For 
example, joyous events such as marriage, buying a house, an 
outstanding personal achievement, or worries, such as health 
concerns, divorce or job security.

A decision weighing heavily on many Albertans is the long-term 
outlook of their business and employee wellbeing. Currently 19% 
of small businesses in Alberta are actively considering bankruptcy 
or winding down their businesses according to Annie Dormuth, 
Alberta Provincial Affairs Director . If you are considering winding 
down your business, speak with your advisor, plan ahead, consider 
all of your options, and determine what option fits best with your 
overall family plan. 

Regardless of the event, when you experience a major life event, it 
is important to adjust and revisit your financial plan. 

Families and businesses alike are experiencing peak levels of 
stress. People struggle balancing the safety and concern of 
the public and need for economy revitalization. Frankly it is 
overwhelming and exhausting. 

As we continue to abide by the public health measures, such as 
social distancing, it is critical to set time aside for your physical and 
mental wellbeing. Limit your times watching the news, we reach 
a saturation point on any news story, and for COVID that was a 
long time ago. Go on a walk, practice mediation or have a socially 
distanced beverage with a friend -whatever you need to do!

-Samantha Jones

1 https://cmha.ca/documents/stress 
2 https://www.cfib-fcei.ca/en/media/news-releases/alberta-could-lose-additional-
32500-small-businesses-covid-19-nearly-one-five#:~:text=The%20Alberta%20
average%20for%20small,42%2C000%20(25%20per%20cent). 
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In Short: Upcoming Changes That May Affect You
As always, change is imminent! In brief, here are some of the notable changes that have occurred in the last quarter or are upcoming:

Tax-Free Savings Account — The Tax-Free Savings Account (TFSA) dollar amount for 2021 is $6,000. This makes 
the total lifetime TFSA contribution room amount at $75,500 (since 2009, for those eligible).

Income-Splitting Opportunities — The Canada Revenue Agency (CRA) prescribed interest rate for spousal loans 
remains at one percent: the lowest possible rate. Making a bona-fide loan to a spouse for investment purposes is 
one way to split income and lower taxes, by putting family investments in the hands of a lower-income spouse. In 
October, the CRA confirmed that refinancing an existing prescribed rate loan at a lower rate may be done with 
part of the proceeds from the original loan without triggering the attribution rules.1

Working from Home — The CRA has added home office furniture to the list of expenses that employers can 
reimburse tax free (up to $500) if related to Covid-19. This was previously limited to personal computer equipment 
expenses. A new short-form T2200 is in the works, which is required to be completed by the employer in order for 
employees to deduct home office expenses.2

Covid-19 Benefits — New Federal government pandemic-related benefits began in the fall, including for those 
who become ill or miss work to care for a sick family member. A withholding tax of 10 percent will be deducted. 
U.S. citizens in Canada who received U.S. Covid-related government assistance will not have to include 
payments on Canadian tax returns. For detailed information, see: https://canada.ca/en/services/benefits/ei/
cerb-application/transition.html

Legal Tender — Bid farewell to $1, $2, $25, $500 and $1,000 bills in circulation. As of January 1, 2021, they no longer 
have the official legal tender status as an approved payment of debt.

For more information on any of these changes, please call the office.

1. https://investmentexecutive.com/news/industry-news/cra-offers-flexibility-on-prescribed-rate-loans/?utm_source=newsletter&#038;utm_medium=nl&#038;utm_content=investment
executive&#038;utm_campaign=INT-EN-All-afternoon • 2. https://advisor.ca/tax/tax-news/cra-employers-can-now-reimburse-home-office-furniture-tax-free/ 3

For the Year Ahead: Words of Wisdom from the Investing Wise
As we brace for a long winter, continue to look forward to the better times ahead. Here are some thoughts from the world’s greatest 
investors on persevering through difficult times:

“To be an investor, you must be a believer in a better tomorrow.” — Benjamin Graham

History reminds us that, in the short run, life is full of setbacks. The pandemic has been no exception. History also shows that over the 
long run, we have continued to advance and progress. Even the worst periods of retrenchment have been followed by new growth, 
economic expansion and progressing equity values.

“You need to be able to look at the facts about a business, about an industry, and evaluate a business unaffected by what other 
people think. That is very difficult for most people…Don’t do anything in life where the answer is, “everybody else is doing it.” If you 
cancel that as a rationale for doing an activity in life, you’ll live a better life whether it’s in the stock market or any place else.” — 
Warren Buffett

Success in investing often means having the confidence to make decisions independently and not based on what everyone else may 
be saying or doing.

“More money has been lost trying to anticipate and protect from corrections than actually in them.” — Peter Lynch

During times of downward volatility, there may be an urge to act to protect the value of investments. However, the rapid fall of equity 
markets in the spring of 2020 and the quick rebound should remind us that equity markets can quickly change direction, often with little 
or no notice. Timing the markets is a difficult, if not impossible, task.

“Any sound long-range investment program requires patience and perseverance. Perhaps that is why so few investors follow 
any plan. Investment success is the purpose of investment planning; but a by-product of a good plan is peace of mind.” — John 
Templeton

A well-constructed wealth plan includes techniques that have been put in place to help to weather difficult periods. These include 
holding quality investments, maintaining appropriate diversification and strategic asset allocation, and focusing on individual risk 
tolerance levels. Having the discipline to stick to the objectives set out in your plan, especially during more challenging times, can be one 
of the hallmarks of successful investing.



The securities or sectors mentioned in this letter are not suitable for all types of investors and should not be considered as recommendations. Please consult your investment advisor to verify whether this 
security or sector is suitable for you and to obtain complete information, including the main risk factors. The particulars contained herein were obtained from sources we believe to be reliable, but are not 
guaranteed by us and may be incomplete. The opinions expressed are based upon our analysis and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the 
securities mentioned herein. National Bank Financial – Wealth Management (NBFWM) is a division of National Bank Financial Inc. (NBF), as well as a trademark owned by National Bank of Canada (NBC) that 
is used under license by NBF. NBF is a member of the Investment Industry Regulatory Organization of Canada (IIROC) and the Canadian Investor Protection Fund (CIPF), and is a wholly-owned subsidiary of NBC, 
a public company listed on the Toronto Stock Exchange (TSX: NA). This newsletter has been prepared under contract for the Investment Advisor noted by J. Hirasawa & Associates, and is published for general 
information only. Content copyright by the publishers and may not be reproduced without written permission. Statistics, factual data and other information are from sources that we believe to be reliable but 
we cannot guarantee their accuracy. It is furnished on the basis and understanding that the author and its affiliates are to be under no liability whatsoever in respect thereof.

Important Reminders
TFSA: The dollar limit for 2021 is $6,000. The lifetime TFSA contribution room is $75,500 (since 2009, for those eligible).

RRSP:  The last day to make contributions for the 2020 tax year is March 1st, 2021.

Holiday Party
Our annual Holiday Party was a virtual one this year. We celebrated in ugly sweaters and very intense Gingerbread 
Building Competition! It was great to connect, share some laughs, and celebrate our successes in a challenging year.
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Welcome to the Team

David Zimmel 
Tax and Estate Advisor 
CPA, CA; CPA (III.,USA) ; CMC, FEA

David began his career over 30 years ago. He was partner in international, and national, 
accounting firms, holding senior positions in the assurance, advisory, consulting and tax 
practices. His extensive knowledge of family enterprise has allowed him to focus entirely on 
providing strategic business solutions to private companies and the specific needs unique 
to their families
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