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A Constant State of Change
While we do think rational heads will 
prevail, and some form of agreement will 
take place, it won’t likely be addressed 
until after the congressional mid-term 
elections in November. 
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that can make our lives easier and more 
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In general, when an individual borrows 
money for the purpose of earning 
investment income, that interest  
expense is typically tax deductible. 

At the Canadian Wealth Professional Awards 
held in Toronto this past June, during one of 
the acceptance speeches, a mature advisor, 
who works with a leading investment dealer, 
made a comment that she is “proud of her 
family of sharks” who work with her in the 
business. These comments put a chill through 
our table and reassured us that the creation of 
Northland Wealth in June of 2011 was needed 
to protect families from the “sharks” in the 
industry who see investors as prey. 

The vision and founding premise of Northland Wealth is to provide comprehensive 
investing advice and financial planning to families, while doing so in a transparent 
way, which is free of compensation conflict such as trailer fees, commissions and 
underwriting fees. 

Our view and unique approach did not go unnoticed that evening and we were again 
recognized for being a standout in our industry - Northland Wealth was awarded 
Advisor of the Year (Alternative Investments). This distinct achievement is due 
to Northland’s extensive and proprietary network of institutional quality alternative 
asset managers and opportunities that are unmatched by the Canadian banks and 
investment dealers. 

As Northland Wealth celebrates its 7th Anniversary we wish to thank all our client 
families for the privilege of being able to serve you. 

Business Owners and Executives are 
very similar to Professional Athletes, in 
that they have been singularly focused 
on one thing for a very long time, usually 
at the expense of other self development 
activities. Eventually, they both face the 
very same dilemma - when do you ‘give it 
up?’ And when they do decide to retire (or 

have it forced upon them), they face another intimidating issue- ‘what the 
heck do I do now’?

At 21st Avenue Partners, we have worked with both business 
owners and executives, and professional athletes (professionals) 
through our Athlete Development affiliate, Game Change. 

(CONTINUED ON PAGE 4) 
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FEA DESIGNATION
We would like to congratulate Paul Mascard for the completion 
of the Family Enterprise Advisor (‘FEA’) designation which 
is awarded by the Family Enterprise Exchange (‘FEX’).  

 

The FEA program is not a financial course as it 
does not focus on the markets or investing, but 
on the rarely spoken human capital side of the 
equation. It is the human capital of a family, which 
if well advised and tended to, can overcome 
the dreaded “shirtsleeves-to-shirtsleeves in 3 
generations” axiom. 

The industry leading FEA designation was created through 
the partnership of the Sauder School of Business at U.B.C, the 
University of Alberta Ivey Business School and FEX. This year-
long program consisted of in-class education, an extensive case 
study which involved a multi-generational family enterprise and 
concluded with a written and oral exam. The FEA program is not 
a financial course as it does not focus on the markets or investing, 
but on the rarely spoken human capital side of the equation. It is 
the human capital of a family, which if well advised and tended 
to, can overcome the dreaded “shirtsleeves-to-shirtsleeves in 3 
generations” axiom. Important topics covered included study on 
family dynamics, strategy, governance and communication.

At Northland Wealth we believe that the continued education of our 
professionals is necessary to provide the families we serve with 
the highest levels of advice; not only today, but in the future. 

Congratulations Paul on this achievement! 
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While there are times when Canadian investors are 
almost afraid to watch the news and the world seems 
full of events that could have a negative impact on 
whole economies, it’s usually best to step back and 
look at the broader and longer-term issues that may 
affect a family’s investment portfolio. 

In Europe we are seeing political challenges in 
countries like Italy due to voter pushback relating 
to the flood of immigrants from Africa. In Britain, 
Brexit negotiations have stalled and resignations of 
key ministers from the ruling conservative party have 
weakened the negotiation position of the British 
government. With only months remaining in the 
scheduled negotiation period, a positive outcome 
from Britain seems far away. 

While we do think rational heads 
will prevail, and some form of 
agreement will take place, it 
won’t likely be addressed until 
after the congressional mid-term 
elections in November. 

Closer to home, Canadian investors received a 
number of unpleasant surprises in the previous 
quarter. The previous cancellations of 3 pipelines 
over the past couple of years combined with the 
recent decision by Kinder Morgan to exit Canada 
and sell their pipeline to the Canadian government 
for $4.5 billion illustrates to the world that Canada 
may not be open for private business. This combined 
with the potential for a trade war between Canada 
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Industry Participation 

and the United States in the steel, aluminum and 
auto sector creates some challenges to the Canadian 
economy. While we do think rational heads will 
prevail, and some form of agreement will take 
place, it won’t likely be addressed until after the 
congressional mid-term elections in November. 

China was also hammered with tariffs on billions of 
Chinese exports to the U.S. China retaliated with its 
own counter tariffs. With the U.S. tariffs on European 
goods as well, we appear to be in the beginning of a 
full-scale trade war with the U.S. against the rest of 
the world. One of the strengths that the U.S. has over 
many other countries is its service sector, representing 
a significant proportion of the economy; it is therefore 
less exposed to tariffs than many other countries. 

Switching to monetary economics, over the past 
decade global central banks have made massive 
purchases of bonds as part of quantitative easing 
polices. However, as economies are beginning to grow 
we are observing a reduction in bond purchases by 
central banks. This is known as quantitative tightening. 
As this $9 trillion of QE reverses itself, markets will 
likely react in the opposite manner to what we have 
been experiencing. This means rising interest rates, 
higher volatility and ultimately lower asset valuations. 
Using prudence, the Fed is taking a gradual approach 
to this unwinding. The challenge remains that even 
with this gradual approach, the 10-year US Treasury 
bill climbed to 3.10% in May, the highest since 2011. 

(CONTINUED ON PAGE 4)

Arthur Salzer attended the Milken Global Conference 2018: 
Navigating a World in Transition held in Beverly Hills, California 
this spring. In its 21st year, this annual event draws more than 4,000 
investors, money managers, corporate executives, philanthropists, 
scientists and government leaders from around the world. The 
goal of the conference was to find collaborative solutions to the 
most important challenges of our time. The overall mood was of 
optimism about the state of the U.S. and global economies. Many 
panels highlighted the considerable innovations in important 
sectors such as transportation, energy, space travel and food. 
Concerns were expressed about trade barriers and the rising 
debt levels. For those interested in learning more we recommend  
https://www.milkeninstitute.org/events/conferences/global-conference/2018/ .

Arthur Salzer presented the opening keynote entitled “The Winds 
of Change – The End of the 30 Year Bull Market” at the Elite Summit 
held in Montreux, Switzerland this past June. Arthur shared his 
views on the challenges investors would face over the next couple 
of decades as interest rates rose and valuations trended back to 
their averages. The Elite Summit is an invitation-only event which 
offers family offices and their independent advisers, from around 
the world, along with international asset managers an intimate 
environment for focused discussion of the key new drivers shaping 
portfolio allocations.

Victor Kuntzevitsky was a panelist on the subject of “Operational 
Due Diligence & Private Credit: What should managers be focused 
on?” at the recent Alternative Investment Management 
Association (‘AIMA’) event held in New York City. AIMA is the 
global representative of the alternative investment industry, with 
more than 1,900 corporate members in over 60 countries. AIMA’s 
fund manager members collectively manage more than $2 trillion 
in hedge fund and private credit assets.



The US has 
reduced the 

corporate tax rate from 35% 
to 21%, which thus far has 
resulted in wage increases and 
bonuses for employees at over 
500 of the largest employers in 
the country. 

Offsetting this monetary tightening is close to $10 
trillion of fiscal stimulus that is coming mainly 
from the United States and China. The US has 
reduced the corporate tax rate from 35% to 21%, 
which thus far has resulted in wage increases 
and bonuses for employees at over 500 of the 
largest employers in the country. In addition, the 
personal tax rate was reduced slightly to 37% and 
allows companies for the next 5 years to fully 
deduct capital expenditures in property, plant 
and equipment in the first year, as opposed to 
depreciating them over 20 years. This has had 
an immediate impact on US manufacturing and 
other sectors, which in turn has promoted job 
creation. 

Not to be forgotten is China’s “One belt, one 
road” policy which is designed to rebuild the old 
Chinese Silk Road trading paths on both land and 
sea. This is monumental policy as it covers 65% 
of the world’s population, 75% of global energy 
resources, 25% of worldwide goods and services 
and 40% of the world’s GDP. As of January 2018, 
71 countries are taking part in this project with 
anticipated investments of between $4 trillion to 
$8 trillion.

From our experience, we have identified common issues 
professionals incur when facing transition (including 

retirement):

• Lack of direction and purpose;

• A loss of professional and personal identity;

• Connection to a very narrow marketplace/group of people;

•  Inability to create or uncover new income-generating opportunities;

•  Constant battle to create a sustainable level of happiness and 
meaning.

Professionals introduce quite a bit of career risk to their lives when 
they retire as the issues outlined above go from one extreme to another. 
From our experience, most people underestimate the profound effect 
it has on them and these missing pieces cannot always be simply 
replaced with money in the bank.

We have found that the biggest reason for these issues is that these 
professionals did not have a strategy to make this transition. Their 
critical mistake is that they failed to leverage their status while they 
were ‘in the game’ and use their business or sport as a launching pad 
into the next phase of their life - what we call the ‘Career Overlap 
Strategy’.

Transition or ‘retirement’ is a sensitive issue as it is typically avoided 
when speaking with professionals. Here is a quote from a former pro 
athlete:

“There were many responses from people about my decision to 
retire. I knew that all of the responses were meant to be positive, 
but to the athlete in me, all I heard was: “it was good while it 
lasted, but the best is behind you, it’s all downhill from here.” 

From this brief insight one can 
see that “transitioning” athletes 
are dealing with far more than a 
change in occupation or career 
trajectory, but also a major 
change in identity. Furthermore, 
if that change is perceived as 
negative and defensive, as 
with this particular athlete, 
the transition process can be 
riddled with difficulty. 

We are in the business of creating ‘proactive transitions’, or simply 
put “playing offense” - anticipating transition, not reacting to it. By 
being proactive, we put the individual in a position of control. When 
the individual is in control, he or she makes better decisions and plays 
to their strengths.

(CONTINUED ON PAGE 5) 
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In order to generate a proactive mindset, 21st Avenue/Game Change 
focuses on reaching these individuals at the peak of their success in 
order to develop both a broad skill set and experiences that will help 
with transition decisions. Encouraging this development during the 
height of their career allows for a stable and safe platform to seek out 
the skill acquisition activities and networking exercises that are often 
missed in career development due to the rapid identification with their 
role as an athlete, executive, or business owner.

We do this by using 
our unique FOCUS 
methodology; the 
individual can 
be evaluated, 
assessed, and 
developed in a way 
that meets their 
needs to integrate 

into the world beyond their sport or business. Specifically, identifying 
and developing autonomous self-starting behaviour and the ability to 
form a long-term strategic vision that relies on internal validation is a 
crucial outcome of this process. 

The FOCUS methodology consists of the following:

Foresight- Self-awareness and the ability to look ahead
Offering- Your value proposition or personal brand
Connecting- Engaging with a marketplace and its key players
Uncovering- Ability to uncover opportunity
Sustaining- A consistent level of performance and overall happiness

Providing professionals with the platform and opportunity to explore 
and grow beyond their sport or business during their careers is a 
proactive way to facilitate a more positive outlook on transition 
and increase both their hope and potential in their lives after sport, 
retirement, or selling a business. 

 
John Hierlhy,     
Partner    
21st Avenue Partners

Jay Harrison,    
Director of Assessment  
Game Change Athlete Development 
(and former professional hockey player)
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The TSX will benefit from 
continuing strength in the 
energy sector since it is a major 
component of the TSX index. 

From a public market perspective, in Canada the 
TSX has recently provided more positive returns 
as energy stocks moved higher, reflecting rising oil 
prices. Second quarter corporate earnings reports 
are expected to be excellent, but U.S. equity markets, 
in light of the trade war, will likely continue to move 
sideways until after the midterm elections. The 
TSX will benefit from continuing strength in the 
energy sector since it is a major component of the 
TSX index. Likewise, we continue to favour modest 
emerging markets exposure to access the growth 
due to China’s infrastructure policy. 

Lastly, we believe there are complementary 
opportunities for investment portfolios found 
by investing in alternatives that focus on the “real 
economy” rather than the “financial economy”. 
Simply stated, we are seeing favourable return vs. 
risk in supplying growth capital for companies 
(private debt), hard asset lending (mortgages) 
and critical infrastructure. To complement this 
area, we view multi-family real estate as having 
good potential because rent growth still has strong 
upside, which should compensate for higher 
interest rates. For investors with long-term horizons 
and a limited need for liquidity, private equity (both 
in the growth equity and secondary sectors) have 
the potential to create value in excess of the public 
markets over time. 

David Cockfield, MBA, CFA 
Managing Director & Portfolio Manager

 
Arthur C. Salzer, CIM, CFA   
CEO & Chief Investment Officer 



While many Canadian individuals 
are familiar with the ability 

to make various deductions to their income to 
reduce their tax burden one method that is often 
overlooked and more commonly misunderstood is 
the ability to deduct interest costs associated with 
their investment portfolios. In general, when an 
individual borrows money for the purpose of earning 
investment income, that interest expense is typically 
tax deductible. 

It should be noted that while borrowing to 
invest can be an effective way to enhance 
the growth on an investment portfolio, 
it is still a very risky endeavour and one 
should always consult a tax specialist 
before implementing such a strategy.

It should be noted that while borrowing to invest can 
be an effective way to enhance the growth on an 
investment portfolio, it is still a very risky endeavour 
and one should always consult a tax specialist 
before implementing such a strategy. Below are 
some of the basics one should know before even 
considering a borrow to invest strategy. 

Firstly, in order for the 
interest on borrowed 
funds to be tax 
deductible, whether 
they come from an 
investment loan, home 
equity line of credit, or 
even a margin account, 

the borrowed funds must be used to earn either 
active business income or income from property 
such as a GIC, stock or even rental income. Secondly, 
an individual cannot deduct more loan interest than 
investment income produced in a year, but they can 
carry forward this difference to the following year. 
So, if you pay 4% in interest but only produced 2% 
of income only 2% is deductible in that year, but the 
remaining 2% can be carried forward to the next year. 
Lastly, interest costs must be payable during the 

(CONTINUED ON PAGE 7) 

S o c i a l 
media has 
c h a n g e d 

many aspects of our lives - the 
way we communicate, how we 
do business, how we get our daily 
news and much more. There is 
no question that there are many 
positives that we derive from social media. However, there are 
some negatives that we should be aware of. Excessive social 
media use can create a variety of issues - feelings of isolation, 
anxiety and depression, envy, cyber bullying amongst youth, 
withdrawal from the real world, reliance and in some cases full 

blown addiction. 

There are several 
studies that suggest 
the more we use 
social media, the 
less happy we seem 
to be. One such 
study done several 
years ago found 

that Facebook use was linked to both less moment-to-moment 
happiness as well as less overall life satisfaction—the more 
people used Facebook in a day, the more these two variables 
dropped off. The authors suggest this may have to do with the fact 
that Facebook can lead to a perception of social isolation and in 
some cases inferiority, in a way that other solitary activities do not. 
There are also many theories that suggest that when we compare 
ourselves to others it often does not serve us well. 

Rather than eliminating social media consumption entirely a more 
balanced approach is more likely to yield greater success.

Use a time limit. A good rule to observe is to limit social 
networking to times when the day’s work is complete. Avoid taking 
breaks from your work to use social media as it is very easy to get 
caught up in searches and reading - you can easily find that two 
or three hours have flown by and you are still online while other 
aspects of your life are neglected. For this reason, setting a hard 
time limit in advance on how long you will use your social media 
is helpful.

Change the notifications settings. It is easy to 
develop a reliance on social media when you are constantly 
receiving notifications on your phone. To address this, you can 
easily edit the notification settings on your phone, or within the 
application, so that you do not receive alerts but can instead 
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tax year in which they are being deducted and those 
interest costs must be reasonable. That means a 
loan taken at 30% when a bank rate is 4% may not be 
considered reasonable. 

There are two common issues that arise when 
borrowing to invest stocks and mutual funds. With 
stocks the company must pay a dividend or at least 
have the prospect of paying dividends at some point, 
which would satisfy the income qualification noted 
above. In other words, if the company has stated 
it has no prospect of issuing dividends and the 
only source of return will be capital gains then the 
interest on the borrowed funds would not qualify for 
a deduction. 

With a mutual fund, 
things get a bit trickier. 
Distributions can consist 
of a combination of 
dividends, foreign income, 
other income and return 
of capital (ROC). The ROC 
is where complications 

can arise, which is why it is very important to keep 
accurate tax records and consult a tax specialist 
when deducting interest expenses. The key piece on 
ROC is that unless this distribution is re-invested 
into another income producing investment, or that 
same mutual fund, the interest on the portion of the 
borrowed funds relating to those distributions can 
no longer be deducted.

A simple example would be: I borrow a $100 to invest 
in ABC fund and they give me a $10 distribution at 
year end. Instead of re-investing the $10 I buy some 
groceries with it. The distribution was classified 
as a return of capital. Because I did not re-invest 
the funds into a different, or the same investment 
that will, potentially, produce investment income, 
then only 90% of my loan interest would qualify for 
deduction in the following year. If it were classified 
as pure interest, then 100% of my loan interest would 
be deductible the following year. 

(CONTINUED ON PAGE 8) 

check the application at your leisure at an appropriate time. 

Limit your memberships. To limit the total time you spend 
checking these sites, you can choose to delete a few of them and 
keep only the ones you value most. 

Avoid posting about your 
every move. Enjoy experiences 
and resist the urge to photograph or 
post about every moment in your life. 
Be present and enjoy the people and 
circumstances that surround you.

Call instead of checking in 
on social media. Many of us have 
developed a reliance on social media and use it as a communication 
tool. It is easy to forget that once upon a time rather than emailing, 
texting, or direct messaging we used to pick up the phone and call. 
Speaking by phone is more personal and can be time saving. 

Write a list of things you could be spending your 
time on. Keep in mind that every minute that you spend on 
social media takes away from your involvement in other activities. 
These can include hobbies, playing an instrument, spending 
time with friends, exercising, reading a book, or a myriad of other 
activities.

Social media should be used as a tool that can make our lives 
easier and more enjoyable, rather than employing an all or nothing 
approach. A few guidelines and minor adjustments can reduce 
your reliance and free up time for true connection and more 
valuable experiences. 

 
Gregory Lawrence, CPA, CMA, CFA  
Vice President, Wealth Management
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The Canoe  
by Tom Thomson (photo on page 6)
Group Of Seven artist Tom Thomson is the best known 
Canadian landscape artist of his time. His iconic work, The 
Canoe, is sure to leave a lasting impression. He made his 
first trip to Algonquin Park in Northern Ontario in 1912. 
This region provided him with many picturesque themes, 
expressed in many of Thomson’s most famous works 
including The Jack Pine, The West Wind and The Northern 
River.

INTEREST DEDUCTION FOR PERSONAL  
INVESTMENTS  
(CONTINUED FROM PAGE 6) 



 
Another common misconception is that 
if the borrowed funds are used to invest 
in monies in an RRSP or TFSA then it is 
deductible which is not true.

Another common misconception is that if the 
borrowed funds are used to invest in monies in 
an RRSP or TFSA then it is deductible which is 
not true. Any borrowed funds used to invest in 
a registered plan will not be eligible for interest 
deduction. However, this does not necessarily 
mean that doing so is a bad idea. There are many 
cases where this strategy can prove to be quite 
fruitful in the long term due to the tax deferral, or 
even tax elimination these plans offer. 

Mortgage interest is 
probably the most popular 
deduction. Mortgage 
interest is typically 
deductible if the loan is 

used to invest in income producing properties such 
as buying a condo and renting it out. This interest is 
deducted from the gross income that the property 
produces. However, if one were to convert the 
basement of their residential home into a rental unit 
and there was a mortgage on the property, then only 
the portion of the entire mortgage interest would 
be deductible. In this case it is the percentage of 
the rental space relative to the entire home. 

Borrowing to invest is no easy strategy and also 
quite risky, but it can be a very effective strategy if 
done thoughtfully with a tax specialist. If you have 
any questions about borrowing to invest we would 
be happy to discuss further with you and your tax 
professional. 

 
Grant Dawes, CIM, CFP 
Hon BComm, CIM 
Associate
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Factfulness: Ten Reasons We’re Wrong About 
the World—and Why Things Are Better Than 
You Think 
by Hans Rosling, Ola Rosling,  
Anna Rosling Rönnlund

“One of the most important books I’ve ever read―
an indispensable guide to thinking clearly about the 
world.” – Bill Gates

It turns out that the world, for all its imperfections, is in a much 
better state than we might think. That doesn’t mean there aren’t real 
concerns. But when we worry about everything all the time instead of 
embracing a worldview based on facts, we can lose our ability to focus 
on the things that threaten us most.

The Bitcoin Standard: The Decentralized Alternative to Central 
Banking 
by Saifedean Ammous

“Bitcoin has no owner, no authority that can decide on its fate. It is 
owned by the crowd, its users. And it now has a track record of several 
years, enough for it to be an animal in its own right. Its mere existence 
is an insurance policy that will remind governments that the last object 
the establishment could control, namely, the currency, is no longer 
their monopoly. This gives us, the crowd, an insurance policy against 
an Orwellian future.” –From the foreword by Nassim Nicholas Taleb
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The information provided in this newsletter is for informational purposes 

only and should not be used as investment or tax advice. For investment 

advice tailored to your specific situation and investment objectives, please 

contact a Northland Wealth Management professional.

INSTILLING SAVINGS HABITS IN 
CHILDREN AND YOUNG ADULTS  
(CONTINUED FROM PAGE 7) 
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