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The Immutable Market Pendulum
The summer saw the return of the immutable market pendulum, where sentiment can swing 
from ‘hopeless’ to ‘flawless.’ After April’s lows, the S&P surged more than 30 percent in just two 
months, one of the fastest rallies in recent history, while the TSX hit multiple all-time highs. 

While the underlying economic challenges haven’t changed much, the surge in optimism 
wasn’t entirely misplaced: economic growth has proved more resilient than expected, trade 
tensions have eased as new agreements are negotiated, and many expect central banks to cut 
rates if conditions weaken.

Investor enthusiasm has also been fueled by solid earnings of big technology companies tied 
to artificial intelligence (AI). Their scale of investment is striking. The top four tech firms alone 
are expected to spend over $320 billion on AI capex this year, or around one percent of total 
U.S. GDP.1 Some analysts have even asked whether the U.S. economy would have contracted 
without this spending.

Despite AI’s current surge, it’s worth noting that its roots go back to the 1950s and Alan 
Turing’s “Turing Test” for machine intelligence. What has changed is the pace of progress, 
driven by exponential increases in computational power, vast datasets and advanced machine 
learning. Consider that global data creation is expected to exceed 180 zettabytes (ZB) in 2025, 
compared to the terabytes (TB) of the late 1980s (1 TB = 0.000000001 ZB). Back then, 1 TB of 
storage cost over $20 million; today, it is well under $100—a mind-blowing drop over 40 years!2 
We are now on the steep part of this exponential curve: decades of gradual progress have 
given way to rapid, real-world breakthroughs. Few doubt that AI will be an economic driver in 
the years ahead. But the adoption of any new technology doesn’t guarantee success for all 
early players and, as history reminds us, expectations can often overshoot reality. 

Indeed, the excitement has extended valuations. Over the summer, the S&P 500 traded at 
22.0x forward earnings with the top 10 stocks at 28.8x, well above the 30-year average of 
around 16.7x.3 The S&P/TSX sat lower at 17.0x, reflecting Canada’s greater weight in value-
oriented sectors like energy and financials. For perspective, at the height of the dot-com boom, 
the S&P 500 traded at 24.2x. Yet, today’s valuations can be viewed through differing lenses: 
lower interest rates increase the present value of future cash flows; high-growth sectors may 
warrant higher multiples when innovation and productivity gains are expected to persist; 
and supply/demand dynamics have shifted. The number of U.S. publicly-listed companies 
has fallen by half since 1996, to around 4,000 today, while retail participation has surged: 62 
percent of households own stocks, up from under 40 percent in the early 1990s.4

Still, momentum can carry much further than many expect before fundamentals reassert 
themselves. As the saying goes, in the short run, the market is a voting machine, but in the 
long run, it is a weighing machine.5 The pendulum between fear and optimism will continue to 
swing, amplified by headlines and rapid technological change. For investors, the challenge is 
not to be swept along with each swing. A commitment to a wealth plan grounded in quality, 
diversification, and a focus on long-term value creation can serve us well no matter where the 
day-to-day markets take us.
1. https://www.ft.com/content/634b7ec5-10c3-44d3-ae49-2a5b9ad566fa; 2. https://ourworldindata.org/grapher/historical-cost-of-computer-memory-and-
storage; 3. 1/1/96 to 6/30/25. https://awealthofcommonsense.com/2025/08/meme-stocks-mr-market/; 4. U.S. households; Canadian data shows a similar trend. 
Federal Reserve (2025), https://www.axios.com/2023/10/18/percentage-americans-own-stock-market-investing; 5. Benjamin Graham, The Intelligent Investor.
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HNW Investors: Are You Overlooking the Tax-Free Opportunity?
There are few “gifts” that the government gives us, and the Tax-Free 
Savings Account (TFSA) is one of them. The ability to invest and grow 
funds tax-free over a lifetime should not be overlooked.

Yet, many high-net-worth (HNW) individuals are not taking full 
advantage. According to the latest 2024 statistics (for the 2022 tax 
year), HNW taxpayers earning over $250,000 left around 35 percent 
of their contribution room unused. While many of us gripe about 
high taxes, we certainly aren’t doing a great job of maximizing tax-
advantaged accounts. The average TFSA fair market value also falls 
below the cumulative contribution limit. An investor who contributed 
the full amount each year since the TFSA’s inception in 2009 could 
have over $159,000, assuming a 5 percent annual rate of return. 

Why the shortfall? Several factors might be at play. When the TFSA 
was introduced, it was often mistaken for a simple ‘savings account,’ 
leading some to misconstrue its long-term growth potential. Others 
treat it as a short-term fund, withdrawing funds instead of allowing 
them to grow. The opportunity cost is significant. An investor who 
contributes the 2025 cumulative contribution limit of $102,000 plus 
$7,000 annually would accumulate almost $675,000 after 25 years 
at a 5 percent annual rate of return. This could be withdrawn and 

used completely tax-free! Yet, this assumes that contributions and 
investment gains are left untouched in the TFSA, allowing for growth.

Another factor may be that some investors have taken a riskier 
approach with TFSA investments. This can be harmful for two 
reasons. If an investment realizes a substantial loss, that contribution 
room is lost forever. And, there is no tax relief. Unlike a non-registered 
account, TFSA losses cannot be claimed on an income tax return.

How about you? Are you fully maximizing your TFSA? Don’t overlook 
the potential for significant future tax-free growth. Call for assistance. 

While many of us set up a Registered Education Savings Plan (RESP) 
to support a family member’s education and create a lasting legacy, 
it’s ironic how often the RESP is overlooked in estate planning.

Why Consider Estate Planning for the RESP?

With kids back to school, it’s a timely reminder of the RESP’s benefits:
•	 Income-splitting — When RESP funds are withdrawn for

qualified educational purposes, investment income and grants are 
typically taxed in the hands of the beneficiary—often in a lower tax
bracket.

•	 Tax-deferred growth — Investments within the RESP grow tax-
sheltered until withdrawal.

•	 	Government grants — The Canada Education Savings Grant
(CESG) provides up to $7,200 in matching grants per beneficiary.

Yet, these benefits can be lost if the RESP is not addressed in an 
estate plan. Why? The RESP belongs to the subscriber—the person 
who sets it up and contributes—not the beneficiary. Many investors 
assume it works like the Registered Retirement Savings Plan (RRSP), 
which passes directly to a named beneficiary and bypasses probate 
at death. RESP assets do not transfer in the same way. The RESP 
forms part of the estate immediately on the death of the subscriber.

If there is no joint subscriber or no successor subscriber is named 
in the will, the RESP is typically collapsed. As the assets fall into the 
deceased subscriber’s estate, this can trigger:
•	 Tax on accumulated income payments, payable by the estate;
•	 Repayment of CESGs; and
•	 Probate fees, if applicable, with assets subject to creditor claims.

As a result, the RESP loses its benefits. It may also disrupt legacy plans if 

estate beneficiaries are different 
from the RESP beneficiary.  

How to Preserve RESP Benefits

To protect the intent of the RESP:

1. Name a joint subscriber (for 
spouses/partners or former 
spouses who are the legal parent of the beneficiary only). The joint
subscriber can continue managing the plan.

2. Appoint a successor subscriber in your will. A trusted individual
can take over the plan. Keep in mind that the new subscriber would
control the plan and could potentially collapse it. 

3. Consider a testamentary trust. Under certain conditions, a will can
name a trust as the successor subscriber, allowing contributions to 
continue beyond your death (subject to contribution limits).

By addressing the RESP in your estate planning, you can safeguard its 
benefits and ensure your legacy supports the intended student.

Back to School: Why the RESP Should Be Included in a Will 

2018 2019 2020 2021 2022         2018                2019                2020                2021                2022

$42,697

$19,063

$50,348

$21,956

$60,397

$23,596

Average unused TFSA contribution room 
Average TFSA fair market value (FMV)

  $57,500        $63,500          $69,500           $75,500         $81,500     Cumulative 
Limit

TFSA Unused Contribution Room & FMV, $250,000+ Income

https://www.canada.ca/en/revenue-agency/programs/about-canada-revenue-agency-cra/income-
statistics-gst-hst-statistics/tax-free-savings-account-statistics.html

$72,476

$24,491

$63,989

$28,064

Average Canadian undergraduate tuition has risen to $7,360, up 
653% since 1984! Keep in mind it’s still more affordable compared 
to international student tuition for the top universities globally:
Ranking Tuition Cost (C$) Ranking Tuition Cost (C$)
1. Harvard, USA $81,977 4. Cambridge, UK $50,589
2. MIT, USA $88,873 5. Oxford, UK $60,007
3. Stanford, USA $93,600 13. Tokyo, Japan $6,036

The Cost of Education: How Canada Compares Globally

Rankings based on www.cwur.org; Tuition based on undergraduate, bachelor of 
arts (or equiv.), 2025/26 full year, international student. Exchg. rate at August 16, 
2025. Notably, Harvard and MIT have both announced they will offer free tuition 
to undergraduate students whose families make $200,000 or less per year.

https://www.canada.ca/en/revenue-agency/programs/about-canada-revenue-agency-cra/income-statistics-gst-hst-statistics/tax-free-savings-account-statistics.html
https://www.canada.ca/en/revenue-agency/programs/about-canada-revenue-agency-cra/income-statistics-gst-hst-statistics/tax-free-savings-account-statistics.html


Rebalancing a portfolio involves adjusting the allocation of assets to 
bring it back in line with your investment strategy, ensuring it remains 
consistent with your risk and return profile. Why is this important? 
Over time, some assets may grow faster than others, shifting the 
balance. Rebalancing prevents any single investment or asset class 
from becoming too dominant, helping to manage and control risk. 
No matter how promising a particular security, industry or asset class 
might appear, maintaining an appropriate balance according to your 
risk profile can help protect from excessive downside exposure.

Regular reviews and adjustments are essential for effective 
diversification and asset allocation. Rebalancing can also provide 
benefits beyond just managing risk. Here are four:

1. Helps Keep Emotions in Check — Rebalancing can remove
emotions from buy-and-sell decisions by relying on allocation targets 
rather than market sentiment. While the principle of “buy low and sell 
high” seems simple, it may be difficult in practice: stocks are priced low
during downturns when fear dominates and investors are focused on 
selling, not buying. In strong markets, investors may hesitate to sell. 

2. Enables Strategic Capital Deployment — Rebalancing doesn’t
always mean selling assets. At times, redirecting new cash flow to 
underweighted areas can restore portfolio balance. This approach

offers the added discipline 
of focusing on potentially 
undervalued asset classes or 
sectors, supporting the “buy 
low” principle by positioning 
new investments in areas that 
need more weight.

3. Balances Gains and Losses — Selling an overweight position may
trigger taxable gains outside registered plans. These can be offset by 
selling loss positions or carrying forward past losses. Within registered
plans, there will be no tax implications if securities are traded and 
funds remain in the plan, making asset location an additional 
consideration when rebalancing.

4. Supports Charitable Giving — As you rebalance, consider the
opportunity to “do good” by donating appreciated holdings to 
a charity, instead of selling them directly, to benefit from the tax 
opportunity. This not only entitles you to a tax receipt for the fair 
market value, but also eliminates the associated capital gains tax.

Beyond asset allocation, rebalancing can strengthen portfolio 
discipline and wealth management. To discuss this, or any other 
aspect of wealth management, please reach out.
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“A dollar’s value depends on the tax trail it travels.” 
With our tax liabilities rising significantly over the decades (chart), tax 
planning continues to be an important part of wealth management. 
How and when you draw income can affect taxes, eligibility for 
government benefits and long-term financial health. Whether you’re 
building wealth, nearing retirement or already retired, a tax-efficient 
withdrawal strategy can make a meaningful difference. Here is a brief 
look at common income sources, with ideas to help you optimize 
withdrawals or manage income streams more effectively:

Non-Registered Accounts — Tax treatment depends on the type of 
income: interest (fully taxable), dividends (eligible for a dividend tax 
credit) or capital gains (50 percent is taxable). Tax-loss harvesting can 
offset capital gains to reduce your overall tax bill.

RRSP — Withdrawals are fully taxable and subject to withholding 
tax. Importantly, once funds are withdrawn, contribution room is 
permanently lost. 

TFSA — Offers significant benefits as growth is tax-free and 
withdrawals are not taxed. This means withdrawals do not affect 
income-tested government benefits. Any amount withdrawn can be 
recontributed in the following calendar year.

Employment Income — If you continue to work while drawing income 
from other sources, consider how employment income will stack 
with taxable withdrawals. In high-income years, deferring benefits (if 
possible) or adjusting withdrawals may help reduce the tax burden.

Here are additional considerations for those nearing retirement:

Canada/Quebec Pension Plan (CPP/QPP) — CPP/QPP benefits 
are taxable income. Timing matters: starting early reduces benefits 

by 7.2 percent per year 
before age 65. Delaying 
increases payments by 
8.4 percent per year after 
age 65, to a maximum of 
42 percent by age 70. The 
total benefit received can 
impact income level and 
tax situation.

Old Age Security (OAS) —
OAS is a taxable benefit 
starting at age 65. OAS is 
reduced by 15 percent of 
the excess if net income exceeds $93,454 (2025) and is fully clawed 
back at $151,668 (ages 65 to 74). Delaying OAS increases the benefit 
by up to 36 percent by age 70. 

Registered Retirement Income Fund (RRIF) — Mandatory 
withdrawals begin the year after opening the RRIF, increasing taxable 
income. Some start RRSP withdrawals earlier to manage future tax 
exposure or reduce the risk of triggering the OAS clawback.

Company Pension — Pension income is taxable. After age 65, the 
pension tax credit may help offset the tax liability. Consider timing your 
pension’s start with other sources of income to manage the tax liability.

Income Splitting — Couples can sometimes lower their combined tax 
burden by splitting certain types of income when one has significantly 
higher income. For retirees, shifting eligible pension income may 
reduce taxes or the OAS clawback. For those still working, coordinating 
taxable income (particularly after 65) may yield tax savings over time. 

The Many Benefits of Portfolio Rebalancing

Thinking Ahead: Planning a Tax-Efficient Withdrawal Strategy
Our Tax Liability Has Grown Since 1976
Average Income Expenditure Allocation (%) 
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Estate Planning & Joint Ownership: The Good, Bad... & Ugly
Owning assets jointly has grown in popularity, with spouses and, 
more frequently, between parents and children. While there are 
benefits, be aware of the potential pitfalls.

Joint ownership occurs when an asset is owned by more than 
one person. There are two forms: “Joint tenancy” (with the right 
to survivorship) refers to an arrangement in which the ownership 
of the asset passes directly to the surviving owner(s) upon the 
death of one of the owners.* As such, the asset passes outside 
of the deceased owner’s estate. Under the alternative “tenants in 
common” arrangement, owners each hold separate ownership 
interests in the asset that can generally be sold, transferred, or 
bequeathed without the consent of the other owners. 

In this article, the focus is on joint tenancy, increasingly used 
in estate planning. While there are benefits, be aware of the 
bad—and potentially “ugly”—implications prior to entering into 
this arrangement:

The Good...

Ease of asset transfer — Upon the death of one owner, the 
surviving owner(s) automatically becomes the owner of the asset, 
with few legal or administrative hassles upon transfer.

Bypass probate — Since assets pass to joint owners outside of 
the will, no probate or estate administration fees are assessed, in 
provinces where applicable.  

The Bad...

Tax implications — There may be potential tax consequences to 
joint owners. For example, if real estate is owned jointly between a 
parent and a child who already owns a residence, there may be a 
proportionate loss of the principal residence exemption. Adding a 
joint owner to a property could also result in the incidence of land 
transfer tax. For jointly-owned investment accounts, even if tax slips 
may be received in the names of the joint owners, the Income Tax 
Act could require attribution of the income earned and owned by 
one taxpayer to another taxpayer for tax purposes, based on who 
provided the capital, and what proportion was used to acquire 

the assets in question. Depending on the circumstances, adding 
another party as a joint owner could also result in the recognition of 
some gains or losses for tax purposes.

Loss of control — Joint ownership may mean that the original 
owner no longer has total control over the assets. With property, 
decisions regarding its maintenance or sale need to be made jointly. 
With financial accounts, such as a bank account, a joint owner 
generally has the ability to withdraw or use funds. 

The Ugly...

Estate equalization issues — If the majority of assets are held in 
joint ownership (outside of the estate), the estate may not have 
sufficient assets to fund legacies or gifts outlined in the will, or to 
cover potential tax liabilities. If an estate is to be divided equally but 
a jointly-owned asset hasn’t been considered, expensive and divisive 
legal action could result. It also may not be clear if a joint-tenancy 
arrangement was done for ease of administration or if a change in 
beneficial ownership was intended.

Exposure to creditors or matrimonial claims — Jointly held assets 
may be exposed to claims by a joint owner’s personal or business 
creditors, or ex-spouse. This could force the sale of an asset to cover 
the payment of debts or claims of the joint owner.

As always, please seek the advice of legal and tax advisors as it 
relates to your particular situation. 
*Not applicable in Quebec, where the laws differ and an automatic right of
survivorship does not exist.

Please note that comments included in this publication are not intended to be a definitive analysis of tax law. The comments contained herein are general in nature and professional advice regarding an individual’s 
particular tax position should be obtained in respect of any person’s specific circumstances. This newsletter has been prepared in collaboration with Wes Ashton by J. Hirasawa & Associates and may not reflect the 
views of Harbourfront Wealth Management. This information transmitted is intended to provide general guidance on matters of interest for the personal use of the reader who accepts full responsibility for its use 
and is not to be considered a definitive analysis of the law and factual situation of any particular individual or entity. As such, it should not be used as a substitute for consultation with a professional accounting, tax, 
legal or other professional advisor. Laws and regulations are continually changing, and their application and impact can vary widely based on the specific facts involved and will vary based on the particular situation 
of an individual or entity. Prior to making any decision or taking any action, you should consult with a professional advisor. The information is provided with the understanding that Harbourfront Wealth Management 
is not herein engaged in rendering legal, accounting, tax or other professional advice. While we have made every attempt to ensure the information contained in this document is reliable, Harbourfront Wealth 
Management is not responsible for any errors or omissions, or for the results obtained from the use of this information. All information is provided “as is,” with no guarantee of completeness, accuracy, timeliness 
or as to the outcome to be obtained from the use of this information, and is without warranty of any kind, express or implied. The opinions expressed herein do not necessarily reflect those of Harbourfront Wealth 
Management Inc. 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 not to be construed as a 
solicitation or offer to buy or sell any securities mentioned herein. Harbourfront or any of its connected or related parties may act as financial advisor or fiscal agent for certain companies mentioned herein and may 
receive remuneration for its services. Harbourfront Wealth Management Inc. (“Harbourfront”) has relationships with related and /or connected issuers, which may include the securities or funds discussed in this 
commentary and are disclosed in our Statement of Policies Regarding Related and Connected Issuers. This policy is included in your new client package, on our website, or can be obtained from your investment 
advisor on request.
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