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In recent budgets, the Feds bumped the maximum annual TFSA contribution limit to $10,000 from $5,500 (under Harper), only 
to then reduce it to $5,500 starting in 2016 (under Trudeau). They also eliminated the ability of certain investment products to 
recharacterize interest income into capital gains through the use of derivatives, wiped out the ability to defer capital gains tax 
when making swathes from one fund class into another within a mutual fund corporation and forced investors in structured 
notes to treat any gain on the sale of a note as interest income (the rules previously allowed gains on notes sold prior to maturity 
to be claimed as capital gains). Strangely, the Liberal government’s 2016 budget brought back the federal tax credit for labour 
sponsored funds – a product category that proved to be extremely expensive and a massive destroyer of wealth over the years.  

Such changes were viewed by some, including us, as an affront to ordinary investors and savers looking to take advantage of 
the few benefits Canada’s tax system offers.  

The 2018 federal budget is quite benign in terms of gives or takes for savers and ordinary investors.  

No material tax cuts or tax increases were announced, and various tax breaks that some had thought would get axed remain in 
place. The budget did, however, simplify the rules pertaining to taxation of passive income within private corporations that 
were introduced last year.   

We will leave it to other commentators to provide detailed analyses on the complete budget document. Here, we review a few 
key points that have a more direct impact on clients. 

The Skinny 

At a high level, for the outgoing fiscal year, Ottawa is looking for a $19.4 billion shortfall, equivalent to 0.9% of GDP. The budget 
puts the coming fiscal year’s deficit at $18.1 billion or 0.8% of GDP. That’s to be followed by a $17.5 billion shortfall in 2019-20 
(0.7% of GDP), with the deficit easing further in the final three years of the fiscal plan, falling to $12.3 billion or just 0.5% of GDP 
come 2022-23. No date has been specified for deficit elimination. 

Clément Gignac and Sébastien Mc Mahon from iA’s Economics Group told us that yesterday’s budget was as non-event as they 
have seen in the last few years. The focus was clearly on gender equality and the new measures were mostly social, with five 
more weeks of parental leave for second parents being a headline of the budget.  

There was nothing in the budget to support the competitiveness of Canadian businesses vs. their U.S. counterparts, as Mr. 
Morneau said he would take his time to consider the issue, but that our tax code generally is already quite competitive.  

Regarding infrastructure, it seems that the funds will be deployed more slowly than expected, adding less of a punch to growth 
in 2018.  

All in, there isn’t a plan for a return to a balanced budget anytime soon, but this doesn’t worry the economics team as the ratio 
of debt to GDP is what matters and it should continue to grind lower as the economy grows faster than the debt.  
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A New Advantage for Savers…Maybe 

The budget announced an upcoming modernization of the Canada Deposit Insurance Corp. (CDIC), which insures eligible 
deposits in guaranteed investment certificates, savings accounts and other products for up to $100,000. Details on the 
upcoming changes were not provided, but according to the Globe and Mail, government officials said the consultations looked 
at adding registered disability savings plans and registered education savings plans to the list of registered accounts that are 
covered and adding foreign currency deposits to covered products. This would benefit snowbirds keeping large deposits in U.S.-
dollar accounts. Other reforms could add coverage for guaranteed investment certificates longer than five years. Increasing the 
current $100,000 coverage limit for eligible deposits does not appear to be in the government's plans. 

No More Funny Money 

Tuesday’s budget calls for a process to remove the legal tender status of bank note denominations no longer issued by the 
Bank of Canada — that includes the $1,000, $500, $25, $2, and $1 bills. (We had no idea some of these denominations existed 
and learned that $500 and $25 dollar bills were released as limited edition, commemorative notes by the Royal Canadian Mint. 
Very few are in circulation). The Bank of Canada will continue to honour these notes and exchange them at face value. However, 
as of a date yet to be determined, you will no longer be able to use them for payment on goods and services. 

The Bottom Line 

The 2018 federal budget provided little in the way of gives or takes for ordinary investors and savers. 2019 is an election year 
and we expect next year to be far more interesting on those fronts.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

Investment Recommendation Rating System  

Recommended List: The list presents a selection of funds that we believe are among the best of their peers and offer unique characteristics that can 
add value when used in a well-diversified investment portfolio tailored to a client’s investment objectives. 

Hold: The fund remains on the Recommended List, but is not recommended for adding to or selling from client’s portfolios. 
Sell:   The fund is no longer on recommended list. 
Under Review:  The fund’s participation on the Recommended List is under review. 

General Disclosures 
The information and opinions contained in this report were prepared by Industrial Alliance Securities Inc. (‘iA Securities). iA Securities is owned by Industrial 
Alliance Insurance & Financial Services Inc. (‘iA Financial’). iA Financial is a TSX Exchange listed company and as such, iA Securities is related to iA Financial. 
The opinions, estimates and projections contained in this report are those of iA Securities as of the date of this report and are subject to change without 
notice. iA Securities endeavours to ensure that the contents have been compiled or derived from sources that we believe to be reliable and contain 
information and opinions that are accurate and complete. However, iA Securities makes no representations or warranty, express or implied, in respect 
thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or 
reliance on, this report or its contents. Information may be available to iA Securities that is not reflected in this report.  

Nothing contained in this report is or should be relied upon as a promise or representation as to the future. The pro forma and estimated financial information 
contained in this report, if any, is based on certain assumptions and management’s analysis of information available at the time that this information was 
prepared, which assumptions and analysis may or may not be correct. There is no representation, warranty or other assurance that any projections contained 
in this report will be realized.  

Opinions, estimates and projections contained in this report are our own as of the date hereof and are subject to change without notice.  

This report is not to be construed as an offer or solicitation to buy or sell any security. The reader should not rely solely on this report in evaluating whether 
or not to buy or sell securities of the subject company. The reader should consider whether it is suitable for your particular circumstances and talk to your 
investment advisor. 

Definitions 
“The author” means any partner, director, officer, employee or agent of iA Securities who is held out to the public as a publisher of Investment Fund Research 
or whose responsibilities to iA Securities include the preparation of any written investment fund research report for distribution to clients or prospective 
clients of iA Securities.  

 “Investment Fund Research” means any written or electronic communication that iA Securities has distributed or will distribute to its clients or the public, 
which contain author’s comments concerning current Investment Fund indicators. 

Conflicts of Interest 
The author and or associates who prepared this report are compensated based upon (among other factors) the overall profitability of iA Securities, which 
may include the profitability of investment banking and related services. In the normal course of its business, iA Securities may provide financial advisory 
services for issuers. iA Securities will include any further issuer related disclosures as needed. 

iA Securities permits the authors to own and trade in the securities discussed herein. In that case, specific holdings disclosures will me made. 

The authors Certification 
The author whose name appears on the front page of this Investment Fund Research report hereby certifies that (i) the opinions expressed in the investment 
fund research report accurately reflect the author’s personal views about the marketplace and are the subject of this report and all strategies mentioned in 
this report that are covered by such the author and (ii) no part of the author’s compensation was, is, or will be directly or indirectly, related to the specific 
views expressed by such technical strategies in this report. 

The author(s) of this report own(s) the following securities of the issuer(s): None. 

Dissemination of Reports 
iA Securities uses its best efforts to disseminate its investment fund research reports to all clients who are entitled to receive the firm’s investment fund 
research reports, contemporaneously on a timely and effective basis in electronic form, via fax or mail.  

For Canadian Residents: This report has been approved by iA Securities, which accepts responsibility for this report and its dissemination in Canada. Canadian 
clients wishing to effect transactions should do so through a qualified salesperson of iA Securities in their particular jurisdiction where their iA is licensed. 

For US Residents: This report is not intended for distribution in the United States.   
For EU Residents: This report is not intended for distribution in the European Union. 
For UK Residents: This report is not intended for distribution in the United Kingdom. 

Intellectual Property Notice 
The materials contained herein are protected by copyright, trademark and other forms of proprietary rights and are owned or controlled by iA Securities or 
the party credited as the provider of the information.  

Regulatory 
iA Securities is a member of the Canadian Investor Protection Fund and the Investment Industry Regulatory Organization of Canada.  

Copyright 
All rights reserved. All material presented in this document may not be reproduced in whole or in part, or further published or distributed or referred to in 
any manner whatsoever, nor may the information, opinions or conclusions contained in it be referred to without in each case the prior express written 
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