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It is important to think ahead if 

you plan on transferring 

ownership of the family cottage 
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Ar-ti-san – noun: persons 

having superior skill or ability, 

or who are capable of producing 

superior work. 

 

Slumps in US 
Consumer Spending. 
During economic downturns, consumers usually spend less 
on what the Fed calls ―discretionary services‖ — items like 

education, entertainment, restaurant meals and insurance. 
But in the chart below, it’s clear that consumers today are 
cutting back much more sharply. Part of the reason: In 

previous years, households often added debt to continue 
spending. Now the bill has come due. 

 Continued on page 2 Chart on left 

This Time Is Different 

A familiar phrase often heard in money management circles 
when the markets have surged ahead and a correction is 

overdue.  In this instance, the reference is to the economic 
recovery underway in North America.  Typically economic 
recoveries at some stage are marked by several quarters of 

strong growth that quickly bring unemployment down and set 
the tone for future improvements. This time around it is a very 

different outlook facing investors.  The U.S., our most 
significant trading partner, is still recovering from the twin 

blows of a banking system and real estate collapse.  The U.S. 
government rescued the banking system but the U.S. housing 
market has yet to bottom. 

Canada should really not have had a recession.  Our banking 
system was and is in excellent health and out housing market 

was not loaded with sub-prime mortgages.  Psychology 
mirroring what was happening south of the border, caused 

Canadians to act as if we too were facing some problems.  
When the realization eventually dawned that we were not in 
the same predicament as the U.S., the Canadian economy 

quickly recovered.  Employment has returned to pre-crisis 
levels and our real estate markets have bounced back. 

Unfortunately we are too closely tied to the U.S. economy to 
escape unscathed from their ongoing problems.  The damage 

done to the U.S. consumer housing markets and financial  
(continued on page 2)  
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system will take years to repair. No quick 
rebound can be expected but instead it will be a 

slow laborious grinding recovery marked by set-
backs and fears of a return to recession.  Progress 

is being made.  Consumers are rebuilding their 
balance sheets by paying down debt.  U.S. 
corporations are in excellent financial shape and 

continue to show good profit growth.  However, 
U.S. governments, both Federal and State have 

yet to address large and growing deficits.  Faced 
with cutting staff and reduced payrolls they have 

balked at raising taxes.  They will eventually 
have to do all three.  This will take time and will 
lengthen the period of recovery. 

The picture for Canada is considerably brighter.  
Our Federal deficit is manageable and we should 

be back to a balanced Federal budget by 2015.  
Most provincial finances are in reasonable shape 

but Ontario has considerable work to do to bring 
its financial affairs under control.  Canada’s 
resource base including energy, forest products, 

minerals and food is proving to be a blessing in 
world markets now dominated by such high 

growth nations as India and China.  

The future we presently see before us is more of 

the same.  A world where the U.S. and Europe 
continue to struggle with damaged financial 
systems and government deficits.  Growth in the 

Western world will be minimal and halting.  
One positive will be low interest rates as long as 

growth is slow.  The commodities needed by the 
emerging economies will remain in strong 

demand. We hope we are overly pessimistic and 
would quickly change our forecast if better 
progress became apparent. 

Our investment strategy in this environment is to 
continue to focus on corporate equities that 

provide steady cash flow to investors through 
dividends.  Dividend paying resource companies 

and those who service them are desired 
investments.  Low or no dividend equities that 
must produce capital gains may be used on 

occasion but sparingly.  Good quality corporate 
bonds may be used but given the uncertainties 
(continued on page 3) 

  

House and vehicle sales are 12-month rolling totals. Appliance 

sales are annual totals; 2011 figures are projections based on sales 

through May.  
By BILL MARSH/THE NEW YORK TIMES  

 

What’s New:  
Origins & 

Understanding 

Inspired by the famous Group of Seven of Canadian 

artists, we have come to realize the many parallels 

with Northland Wealth Management.  The Group of 

Seven had a vision and a strong foundation of beliefs 

that was reflective in their work.  We too have strong 

beliefs on how client’s wealth should be managed 

and their needs put first.  We have a vision of what a 

wealth management firm should be all about and the 

foresight to make that vision a reality.  With the basis 

of core Canadian values, a client centered approach 

is clearly the best solution. 

Ar-ti-san – noun: persons having superior skill or 

ability, or who are capable of producing superior 

work. 

At Northland we have over 150 years of aggregate 

experience in the financial services industry 

providing our clients with peace of mind, knowing 

the management of their wealth is in capable hands. 

 

US Consumer Spending on         

Discretionary Services 
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of government debt markets, only shorter term bonds would be 
considered. 

Investors should be prepared for market volatility as markets in 
these uncertain times will be more driven by psychology than 

fact.  The fears of ―what if‖ will dominate investor’s minds and 
unfortunately the ―what ifs‖ are likely to be quite frightening.  
The alternative for investors is to sit out these markets till the 

future is clearer.  This however, could take years and returns on 
the short term investments are close to zero.  While it may be a 

bumpy ride, 4% to 5% dividend returns with some opportunities 
for growth in a low inflation environment is the best course of 

action for investors.  It will be up to the investment manager to 
ensure the dividends are secure and corporate quality is 
maintained.      

 

David Cockfield, CFA, BA, MBA 
Managing Director & Portfolio Manager 

The Global 

Landscape: 
Europe 

An interim fix to the Greek funding 

crisis, supported by the two major 

European Union players Germany and 

France, is now in place. This will give 

more time to try to reach a more lasting 

solution. 

 

United States 

A deal between the Democrats and the 

Republicans on the debt ceiling impasse 

seems still out of reach after weeks of 

political posturing. In the end however 

cooler heads will likely prevail.  The 

ongoing problem of State and Federal 

government deficits still remains. 

  

Canada 

Solid employment numbers and a stable 

housing market make Canada an island 

of calm in a world of economic 

volatility. This has attracted foreign 

investors to Canadian investments and 

is putting upward pressure on the 

Canadian Dollar. 

  

Gold 

Distrust of governments and paper 

currencies is driving investors to gold. 

Until financial environments stabilize 

gold will continue to attract investor 

interest. 

  

Oil 
Growing demands of emerging 

economies will continue to put upward 

pressure on the price of oil. If the price 

rises too quickly to say $120 per barrel it 

could short circuit the struggling US 

recovery. 

  

Commodities 
Rapid growth in the emerging 

economies, particularly India and 

China, will require an ever increasing 

supply of a wide range of commodities 

that these countries cannot produce 

enough of internally. The present 

growth cycle in commodity demand has 

years to run. 

  

 

Client Appreciation Event 
Northland Wealth Management invites you 

to join us on Wednesday October 5th 2011 

from 5:00 pm until 8:30 pm, at the Angus 

Glen Golf Club in Markham to celebrate our 

new endeavours.  

Please RSVP to (416) 360-3040 x 110 

 

www.northlandwealth.com 
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It is important to think ahead if you plan on transferring 

ownership of the family cottage to the next generation 

In many families, cottage properties are used by 
several generations.  However, difficulties typically 
arise when the actual ownership of the cottage passes 
from one generation to the next.  The transfer may 
create a taxable event if the property passes to a child 
or grandchild.  Unfortunately this could force your 
heirs to sell the property just to pay the taxes.   

If you will be in a position to transfer property to the 
next generation, it’s important to start planning today.  
Here are some points to consider. 

OPEN THE DISCUSSION.  Understand the 
thoughts of the other individuals involved.  Speak to 
your children about whether they want to keep the 
property and share in its upkeep.  Involve them in 
discussions about sharing it and potential upgrades 
that may be needed.  This is a very important step, as 
lifestyles and financial resources of your children may 
be different than you anticipated. 

EXPANDING ESTATE PLANNING.  If one child 
is not interested in the property, you may want to 
think about equalizing that child’s share of your 
overall estate with other assets.  This will likely require 

your Will to be adjusted to accommodate. 

HOLD THE PROPERTY IN TRUST.  One way to 
possibly save on tax and also retain control of the 
property is to create a testamentary trust in your Will.  
This will allow you to hold the property in trust for 
your children.  Be sure to advise your children of your 
decision. 

HOLD THE PROPERTY IN A CORPORATION.  
This is an alternative way to possibly save on tax and 
simplify the transition of the property to your heirs. 
You would be able to pass shares of the corporation to 
the next generation and potentially avoid probate. 

No matter which solution is utilized, it is strongly 
suggested that your accountant and lawyer be part of 
the planning process.  Good planning always starts 
with conversations, the more input you can solicit 
from those who have an interest in the family cottage,  

the clearer the best solution will be. 

To discuss your particular situation please feel free to 

contact your wealth management team at Northland. 

Planning Files: 

The Family Cottage 
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