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Karen told him it’s important to
keep market volatility in perspective –
but there’s no question that people
who depend on drawing an income
from their investments are more
vulnerable to the effects of short-term
ups and downs. She suggested they
take a closer look at all of Brian’s
current expenses and sources 
of income. 

His essential expenses add up to
about $2,980 a month and his non-
essential expenses – what he likes to

think of as his “optional” expenses –
are about $700 a month. He has about
$160,000 in a Registered Retirement
Income Fund (RRIF) that holds
segregated fund contracts and some
GICs, and approximately $150,000 in
non-registered mutual funds.
Together, his Canada Pension Plan,
Old Age Security and a small pension
from his former employer produce
guaranteed income of about $2,735 a
month. Brian uses this guaranteed
income to pay his essential expenses,

but that leaves a gap of about $245.
Brian counts on getting money from
his RRIF to cover this gap and his
non-essential expenses. 

As long as markets were
performing strongly, Brian was taking
out less than the annual growth of 
his investments each year. But with
market volatility taking a bite out of
his portfolio’s performance, he 
is worried that his withdrawals 
could start to eat into his nest egg. 

To his relief, Karen tells him about 

BRIAN’S MONTHLY INCOME AND EXPENSES

Guaranteed income

Canada Pension Plan (CPP) $548

Old Age Security (OAS) $502

Employer pension plan $1,685

Total income $2,735

Essential expenses

Property taxes (annual amount/12) $350

Income taxes $450

Utilities (heat, electricity) $350

Communications (phone, Internet, cable) $150

Insurance (property and life) $430

Home repairs and maintenance $200

Transportation (auto insurance, gas, repairs) $350

Medical expenses $150

Groceries $350

Clothing $100

Other $100

Total essential expenses $2,980

Guaranteed income less essential expenses ($245)

Optional expenses

Entertainment $200

Travel and hobbies $350

Charitable donations $50

Gifts and other $100

Total optional expenses $700

Total deficit to support lifestyle ($945)
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Brian likes the idea of securing his
future with a guaranteed income
stream that completely covers his
essential expenses 

a solution that allows him to 
purchase guaranteed income for 
life with the money in his non-
registered account. “It’s a bit like
buying your own pension plan,” 
she says. 

Here’s how it works. Brian can
keep $90,000 of his savings in a “rainy
day” fund. For peace of mind, this
money can be invested in a
conservative, tax-efficient mutual

fund. Meanwhile, he can put $60,000
in a single premium Immediate
Annuity (IA) that will generate $400
each month. 

Brian likes the idea of securing his
future with a guaranteed income
stream that completely covers his
essential expenses. The other benefit
to this approach, Karen points out, is
that it generates a very tax-efficient
income stream. Only $2531 of his

DON’T HAVE A DEFINED BENEFIT

PENSION PLAN?

Buying an Immediate Annuity (IA) is

similar to creating your own Defined

Benefit (DB) pension plan, a type of

employer pension plan that guarantees

you will receive a certain amount of

income for life after you retire. 

When you’re ready to begin your

retirement, you can purchase an IA for a

single lump-sum amount. The IA, sold by a

life insurance company, can guarantee

regular income payments for the rest of

your life, similar to a DB plan. The amount

you receive depends on variables such as 

your age, sex, the type of annuity you

select, the amount you invest and interest

rates at the time of purchase. You also

have the flexibility of choosing the

frequency of your payments and you can

add on a cash refund payment guarantee

that ensures you never lose your original

investment, even if you pass away soon

after your purchase. 

If you don’t have a DB plan, or if you

want to supplement your DB plan income

with a second guaranteed stream of

payments, an IA may be just what you’re

looking for. Talk to your advisor about

whether this type of “do-it-yourself” 

DB plan is right for you.

1Based on a Single Life Annuity, 71 year old male with a Cash Refund Payment Guarantee. Effective July 15, 2008.



10 Solut!ons for financial planning

$4,800 annual annuity income will 
be taxable. Reducing Brian’s taxable
income will leave more money in 
his pocket at the end of each year.

Karen reminds him that his 
mutual fund investment offers 
growth potential if markets perform
well. Over time, this can help protect
his nest egg against the eroding
effects of inflation. 

Finally, Karen says, Brian’s 
new strategy can help him leave 
a more generous bequest to his
grandchildren. Since he will be 
using his IA income to cover 
essential expenses, his “rainy 

day” fund will remain available 
for emergencies or as a legacy 
for his grandchildren. 

Brian understands that by 
investing in an IA he loses access 
to that capital, but he sees this 
as a fair trade-off for freedom 
from the effects of market 
volatility. With guaranteed, 
predictable income for life, he 
can be confident that he won’t 
run out of money – no matter 
how many years he gets to 
spend in his retirement, 
watching his grandchildren 
grow up. •

With
guaranteed, 
predictable
income for 
life, you can
be confident
that you 
won’t run 
out of money

IMMEDIATE ANNUITY BENEFITS

Guaranteed, predictable income

stream for life, purchased with 

a single lump sum 

Protection from market 

volatility and interest 

rate fluctuations

Tax-efficient income 

stream if purchased with 

non-registered funds

No possibility of losing the 

purchase amount if cash refund

payment guarantee is chosen 



...when you 
want certainty

in an investment.

The Manufacturers Life Insurance Company is the issuer of all Manulife Annuities.
Manulife and the block design are registered service marks and trademarks of The
Manufacturers Life Insurance Company and are used by it and its affiliates including
Manulife Financial Corporation. Manulife Investments is the brand name identifying the
personal wealth management lines of business offered by The Manufacturers Life
Insurance Company (Manulife Financial) and its subsidiaries in Canada.

An annuity from Manulife Investments can 

provide the certainty that comes from knowing

your investment is safe and secure. An important

part of a well-balanced portfolio, it is protected

from market volatility and takes the guesswork 

out of investing. 

A Manulife Investments annuity can offer 

guaranteed income when you need it – it’s a 

one-time investment that helps eliminate worry.

You can enjoy your retirement without the 

burden of ongoing investment decisions. 

For the kind of certainty you need, trust the size,

strength and stability of Manulife for an annuity you

can rely on. We’re with you every step of the way.

Ask your advisor about a Manulife

Investments annuity today, or visit

www.manulife.ca/annuityadvantages
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Tides
The



ow that many investors
feel they have a better
perspective on the 
credit challenges that

affected global markets, we may
gradually see a return to confidence –
and analysis of past markets indicates
that the best time to put cash back to
work is before investor confidence
returns. Have you ever heard the

saying, “buy low, sell high”? Right
now may be a good time to reconsider
investments that have the potential
for superior long-term returns, such 
as equities and equity mutual funds.

CONFIDENCE 
WILL RETURN
One way analysts measure investors’
aversion to risk is by comparing the

yield paid on bonds issued by large
corporations to the yield offered on
10-year government-guaranteed
treasury bills. When the difference
between these yields widens, it
indicates that investors are
demanding a higher rate to
compensate for taking on added risk. 

Chart A illustrates the historical
difference in the yield over time.
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Recent drops in the stock market had many investors ready to stuff their savings

back under the mattress. Not literally, of course, but in an effort to preserve their

capital, many Canadian investors allocated more of their savings to safe, cash-type

investments, such as money market mutual funds, high-interest savings accounts

and treasury bills. As a result, there is a lot of cash sitting on the sidelines.

N

Cash
are turning

on

HEARD THE SAYING, “BUY LOW, SELL HIGH”?

NOW’S THE TIME TO CONSIDER IT!
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Moody’s AAA yield, a measure of 
the investment returns offered by
corporate bonds, is compared to the
yield offered by U.S. 10-year treasury
bills backed by the U.S. government.
The spread – or difference between
yields – shows how investors’ appetite
for risk decreased dramatically once 
the breadth of the current credit
problem became apparent. 

Before the credit crisis emerged,
investors were willing to invest 
in a corporate bond that paid
approximately 75 basis points (bps) –
a basis point is 1/100th of a percentage
point, or 0.75 per cent, more than 
a 10-year, government-guaranteed
treasury bill. 

Once the credit crisis emerged, the
only way investors were prepared to
take on the added risk of investing 
in a corporate bond was if they 
were compensated to the tune of
approximately 200 basis points, or 
two per cent, more than they would
have earned by investing in a 10-year
government-guaranteed treasury bill. 

This kind of dramatic shift occurs
when investors back away from
higher-risk investments (such as
corporate bonds) and move into
short-term securities, such as 
treasury bills, money market 
mutual funds and other very 
low-risk investments. 

However, the highlighted area of
the chart shows that this trend is
beginning to reverse itself. Spreads

“While we have seen investors take a
‘wait and see’ approach to the hedge
fund market over the last two
quarters, 53 per cent of investors
holding cash now plan to eliminate
their cash holdings by March 2009”

– Investment Executive, May 6, 2008

Source: Global Financial Data, May 2008

CHART A
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have started to narrow between
corporate bonds and government-
backed securities, suggesting that 
the current crisis may be abating.
Historically speaking, it is at times 
like these that investors could begin
looking at securities that have 
greater growth potential than cash,
since these trends can often herald 
a return to above-average growth 
in the equity markets.

CASH UNDER 
THE MATTRESS 
We can also see that within 
a short amount of time 
Canadian investors have 
accumulated a disproportionate
weighting in cash and near-cash
securities as they ride out the 
credit storm. Chart B shows how
household liquidity – or the 
amount of cash and cash-
equivalent securities – has 
recently grown at double-digit 
percentage rates, with some 
estimates pegging excess liquidity 
at $45 billion (Chart C). This 
suggests that Canadian investors 
are sitting on a considerable 
amount of money while they 
wait for the financial markets 
to begin showing signs of 
stable growth.
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“Private equity
firms raised $163.5
billion in the first
three months of
2008, the second-
biggest quarter
since London-based
Private Equity
Intelligence Ltd.
started tracking the
data in 2003. The
money is coming
from pension
funds, endowments
and sovereign
wealth funds even
as a shortage of
credit has stopped
most deal-making”

– Bloomberg, May 16, 2008

CHART B

Canadian household liquidity
Percentage change, year over year
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SOPHISTICATED
INVESTORS SHOWING
SIGNS OF CONFIDENCE
An additional sign that the credit
markets may be returning to normal 
is that sophisticated investors, such 
as private equity firms, are now
finding it easier to borrow large
amounts of money to invest. Private
equity firms often borrow billions 
of dollars from investment banks 
in order to purchase corporations,
believing they can manage them more
effectively and produce higher profits.
Sophisticated investors would be
unlikely to borrow these large sums 
of money unless they were becoming
more confident about future prospects
for growth.

As new investment opportunities
are identified and cash reserves are
reinvested in stocks, the financial
markets tend to experience significant
upward movements. A similar set of
circumstances helped fuel the strong
market upswing after the bear market
that ended in 2003. That boom lasted
until 2007.

OPPORTUNITY CALLING
If you would like to benefit from a
cash-propelled rally, it is important to
invest before other investors decide to
return to the stock markets en masse.
Many individual investors – still feeling
the sting of market volatility – wait too

long to put their cash back to work.
This can prove to be detrimental to
long-term returns. Missing just 20 of
the best days over the past 20 years cut
average annual returns by almost 50
per cent (as illustrated by Chart D). •

CHART D

Average one-year return 
(S&P/TSX) over the last 20 years
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SPEAK TO 
YOUR ADVISOR 

If you are interested in moving

some of your cash back into the

markets, but are still nervous about

short-term volatility, talk to your

advisor about balanced mutual

funds. Since a portion of a

balanced fund’s portfolio is

invested in equities, it can provide

you with exposure to the upside

potential of the financial markets,

while the remaining portion is

invested in other types of securities

that may include bonds, income

trusts and money market

instruments to help manage risk.

There are a number of high-quality

balanced mutual funds on the

market, so it is important to

discuss your personal situation

with your advisor who can help

you decide on the best option 

for you.

Source: Global Financial Data, May 2008

(%)



Manulife Mutual Funds opens a world 
of investment opportunities.

Successful global investing hinges on having the 

right combination of global perspective, world-class

expertise and proven investment strategies.

Drawing on the resources of Manulife Financial,

Manulife Mutual Funds provides a wide range of

global funds, the insight and expertise of best-in-

class money managers from around the world, 

and investment solutions designed to help provide

higher potential returns with less risk. Choose from

funds such as the Manulife World Investment Class

managed by 2007 Morningstar Fund Manager of 

the Year, Gerald Cooper-Key, the Manulife Global

Opportunities Class, the Lipper Award-winning

Manulife Canadian Core Fund, the Manulife Canadian

Equity Fund and the Manulife Global Leaders Class.

Trust the size, strength and stability of Manulife to

reveal a world of investment opportunities. 

We’re with you every step of the way.

For more information on global investment

opportunities from Manulife Mutual Funds,

speak to your advisor or visit

www.manulife.ca/investments

Manulife Funds and Manulife Corporate Classes are managed by Manulife Mutual Funds, a division of Elliott & Page Limited. Commissions, trailing commissions, 
management fees and expenses all may be associated with mutual fund investments. Mutual funds are not guaranteed, their values change frequently and past 
performance may not be repeated. Please read the prospectus before investing. Manulife Investments is the brand name identifying the personal wealth management
lines of business offered by The Manufacturers Life Insurance Company (Manulife Financial) and its subsidiaries in Canada. Manulife and the block design are 
registered service marks and trademarks of The Manufacturers Life Insurance Company and are used by it and its affiliates including Manulife Financial Corporation. 
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have a
Do you



ost-retirement 
anxiety often starts
with two words: 
What if?

What if I’ve underestimated 
my retirement expenses?
What if our kids or grandkids 
need financial help?
What if I need to pay for
unexpected medical expenses?
What if my home needs 
major repairs?
What if my vehicle doesn’t last?

Most people can expect to
encounter at least one situation like

this in retirement, if not two or three.
Many retirees prepare for situations
like these by creating a “What if?”
account. A “What if?” account is
simply a source of money that can 
be accessed quickly and easily to
address an urgent financial need
when it arises. 

TRADITIONAL 
“WHAT IF?” ACCOUNTS
In the past, people prepared for the
unexpected by using one of two
product types:

1. Savings accounts
With this strategy, a moderate to large

amount of money is kept in a 
savings account, such as a high
interest bank account, so it can be
withdrawn right away when there’s 
a need. This is a relatively common
strategy that provides you with easy
access to your money, as well as the
flexibility to manage the size of the
account as you see fit.  

There is, however, one significant
drawback to using a deposit account
in this way: you don’t know in
advance whether your unexpected
need will require a little cash or a 
lot. Because of this uncertainty, 
using a savings account to prepare 
for the unexpected is most effective if

19Fall Edition 2008

Most Canadians look forward to retirement as a time of reduced financial

stress, when they’ll be able to relax, pursue hobbies and spend more time

with family. However, even if pensions and savings provide a comfortable

retirement, life doesn’t always go according to plan. If we’re not financially

prepared to deal with the curve balls that life throws our way, retirement

could, unfortunately, become a time of increased financial stress.

P

”What if“ ?
account?
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you deposit a substantial amount 
of money.

Unfortunately, most of us either
don’t have a lot of cash to keep in a
“What if?” account or, if we do, we’d
prefer to use that cash to achieve
other financial goals.

2. Borrowing accounts
Other people choose to use a
borrowing account, such as a loan,
reverse mortgage or line of credit as
their “What if?” account. With this
strategy, you borrow as needed for
unexpected expenses.  

The advantage of borrowing
accounts is that they require little
upfront cash, since money is only
borrowed when it’s needed.
Depending on the type of loan,
this strategy also potentially 
provides access to a larger amount 

of money than you may be able to
accumulate in a deposit account.

However, there are some
drawbacks:  

With a traditional loan, you’d likely
need to apply after the unexpected
need arises, which delays your
access to money and introduces 
the risk that the loan may not 
be approved 
With a reverse mortgage, you 
may be charged a high interest rate
and be required to borrow more
money than you actually need. 
Plus, restrictions on how quickly
you can repay the loan may force
you to choose between paying
penalties or remaining in debt
longer than you’d like
If your line of credit is unsecured,
you may end up with a higher
interest rate or lower borrowing
limit than you’d like

If neither of these traditional
options seems like the best way to
address your “What if?” concerns, 
you may want to consider a third
option – an “all-in-one” account.

A NEW CHOICE – AN 
ALL-IN-ONE ACCOUNT
An all-in-one account combines 
your chequing and savings account
with a secured line of credit. Most of
the time, you can simply use the
account for day-to-day banking –
earning a high rate of interest if your
account has a positive balance or
paying a rate of floating prime if you
have outstanding mortgage debt.
When an unexpected financial need
arises, you have easy access to cash,
up to your borrowing limit – normally
50 to 80 per cent of the appraised
value of your home.

This type of product works well 
as a “What if?” account because it
addresses many of the drawbacks of
traditional deposit or loan products:

It doesn’t require a lot of cash.
Because a line of credit is always
available, up to your borrowing
limit, there’s no need to maintain 
a large positive balance in 
the account  
It’s there when you need it. 
Once your account is set up, you
can access money quickly and 
easily whenever a financial 
need arises
It’s flexible. There’s generally 
no minimum loan amount 
required and you have the 
freedom to repay the loan at 
any time without penalty, as long 
as you haven’t chosen to lock in
your debt at a fixed interest rate
It’s easy to access. All-in-one
accounts typically offer all of the
banking features you’d expect 
in your bank account, such as
chequing, debit purchases, ABM
withdrawals and transfers  
It simplifies your banking. 
An all-in-one account can be 
your everyday bank account. 
This allows you to manage all of
your banking needs, including 
your need for access to “What if?”
money, from a single account

REDUCE YOUR 
FINANCIAL STRESS
Nobody wants to spend 
retirement years worrying 
about the “What ifs?” of life. An 
all-in-one account is a simple, 
flexible, cost-effective way to 
prepare for the unexpected that 
allows you to focus on enjoying 
your retirement. •

An all-in-one
account is a
simple, flexible,
cost-effective way
to prepare for
the unexpected
that allows you
to focus on
enjoying your
retirement



$150,000

Hi. I’m Tom, and the rather large number you see above is the amount of money
that I can access from my Manulife one account if an urgent need arises.

We had repaid our mortgage a few years back and felt well prepared for retirement. However our advisor reminded us that 
“you never know what life will throw your way”, and suggested we put a backup plan in place. Secured by the value of our
home, Manulife one provides us with convenient, low-cost access to emergency funds. I’m not obligated to borrow, and if I do
need to withdraw funds, I’m free to pay it back as quickly as I choose*. Better still, I can use the account for day-to-day banking
and earn a great rate of interest whenever my account has a positive balance.  It's been a long time since I was a Scout but, even
in retirement, "Be Prepared" makes a lot of sense.

What's your backup plan?
Ask your financial advisor for a Manulife One referral

*Assumes you keep your debt at a floating interest rate. A penalty may apply if you've chosen to lock in any of your debt at a fixed rate of interest. 
Manulife one is offered through Manulife Bank of Canada. Ask your financial advisor about us or visit manulifeone.ca

Manulife, Manulife one, the one logo and the block design are trademarks of The Manufacturers Life Insurance Company and are used by it and its affiliates including Manulife Bank of Canada.
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Don’t OVERTAX



your

rom a simple savings
account to the complex
world of income trusts,
many different income-

oriented investments can provide you
with money to cover day-to-day
expenses. Various investments have
the potential for a guaranteed rate 
of return on your investment, while
others can provide tax-efficient
income and the potential for 
long-term capital growth.

By reviewing your overall 
financial situation with your advisor,
you will be able to determine the right
product mix to suit your immediate
and long-term income needs as you
enter into retirement.

INCOME AND TAXES 
GO HAND IN HAND
The first step towards understanding
how to produce sustainable income 
is to learn how the different

investment options are taxed. As
Chart A illustrates, the amount of
after-tax income you can receive 
is highly variable. 

INTEREST INCOME
Income received from employment,
pensions and guaranteed interest rate
investments such as bonds and GICs
is taxed at the highest rate in Canada.
If you were to invest your entire nest
egg in bonds and GICs, your
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F

At some point, you will need to turn your retirement nest egg into a

portfolio of income-producing investments. There are many ways to do

this, but it is important to understand the tax implications of the different

options that are available to you.

income
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investment income would be
guaranteed, but this security comes 
at a cost. 

DIVIDENDS AND 
CAPITAL GAINS
Dividend income can be obtained by
holding investments in corporations
that pay out income on a regular 
basis from their earnings. Capital
gains are the profits that you realize
when you sell a capital asset for 
a price that is higher than the
purchase price.

As we can see from Chart A, 
these potential sources of income 
are taxed much more favourably 
than interest income from bonds 
and GICs. The downside of these
investments is that they do not
guarantee your principal investment
or the level of income you will receive.
In other words, unlike a GIC, it is
possible to lose money if market
volatility undermines the value of 
your investment. 

If you are willing to take some
additional risk by foregoing these
guarantees, income derived from
dividends and capital gains has some
distinct advantages. Assuming you are
in the highest tax bracket, you would
retain $7,604 out of every $10,000 paid
as dividends, and $7,680 if the income
were derived from capital gains. This
compares very favourably to the
$5,359 you would obtain from any
security bearing interest income. 

RETURN OF CAPITAL
Investments that are structured to
provide return of capital payments can
be very tax-efficient from an income
point of view. A return of capital

Income left over from $10,000 after taxes

10,000

5,000

0

$5,359 $5,359

$7,604 $7,680

$10,000

Employment or
pension income

Interest income
(Bonds & GICs)

Dividends Capital gains Return of capital

Assumptions: Based on 2008 highest tax bracket (federal and Ontario) of 46.41 per cent; tax rate on
eligible dividends including the dividend tax credit of 23.96 per cent and capital gains tax rate of
23.20 per cent.  For illustration purposes only.

($)

CHART A



occurs when some or all of the money
you have in an investment is paid
back to you, thus decreasing the value
of the investment. This is not a gain 
of any type because it is not in excess 
of the original investment. In other
words, a return of capital payment is
simply a return of your own money 
to you that is free of interest,
dividends and capital gains, and
therefore attracts no tax.

The downside of return of capital
payments is that for every payment
you receive, the adjusted cost base 
of your investment decreases. The
adjusted cost base is the cost of your
investment for tax purposes and is
used to calculate your capital gain 
(or loss) when you redeem your
investment. When your adjusted 
cost base reaches zero, all further
distributions will be taxed as 
capital gains.

FINDING THE 
RIGHT BALANCE
Deciding on the right investment is 
a difficult decision. Some of us prefer
the security provided by traditional,
guaranteed interest rate investments
such as bonds and GICs as opposed 
to the ups and downs of the financial
markets. The problem with these
securities is that in today’s low interest
rate environment, the after-tax 
return you would receive from these
securities would barely keep up 
with inflation.

To help get around this problem, 
a number of investment funds have
become available that specialize in
producing tax-efficient income that is
paid on a monthly basis. These funds
are able to meet this objective by
investing their assets in a number of
complementary asset classes to help

reduce investment risk. In most 
cases, these funds will not provide 
a guarantee on your principal
investment, but they are managed
very conservatively to ensure the fund
produces a sustainable income.

MONTHLY INCOME FUNDS
In general, investment funds that are
designed to provide monthly income
invest in a number of different asset
classes to help provide sustainable
returns. These funds typically invest 
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A number of
investment funds
have become
available that
specialize in
producing tax-
efficient income
that is paid on 
a monthly basis
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in a combination of corporate and
government bonds, stocks and income
trust securities. Because these funds 
invest in these various types of
securities, they are able to produce
regular income that is more 
tax-efficient than the interest 

income that you would earn from 
a bond or GIC.

The following table includes
examples of a one-year GIC, a 
five-year bond and a hypothetical
monthly income fund to illustrate 
the difference in after-tax income. •

INVESTMENT INCOME FROM TAXATION ANNUAL 
TYPE INVESTMENT AFTER-TAX INCOME

One-year GIC $30,000 Current year $16,077.00

$1,000,000 @ Interest income $30,000.00  Tax payable when GIC is sold 

3.00% interest rate x 46.41% = $13,923.00 $0

Dividend income $0 x 23.96% = $0

Tax-deferred income = $0

Five-year bond $35,000 Current year $18,756.50

$1,000,000 @ Interest income $35,000.00 Tax payable when bond is sold 

3.50% yield x 46.41% = $16,243.50 $0

Dividend income 0 x 23.96% = $0

Tax-deferred income = $0

Hypothetical $44,400 Current year $34,568.84

Monthly Income Fund Interest income $13,757.75 Tax payable when fund is sold

$1,000,000 @ x 46.41% = $6,384.97 $3,772.93

4.44% yield Dividend income $14,383.10 

x 23.96% = $3,446.19

Tax-deferred income = $16,259.15

Assumptions: Based on 2008 highest tax bracket (federal and Ontario) of 46.41 per cent; tax rate on eligible dividends including the dividend tax credit of 23.96 per cent; 
tax-deferred income (return of capital) is taxed as capital gain tax rate of 23.20 per cent upon sale.
The purpose of this illustration is to demonstrate the difference in taxation of these investment types and is not meant to be a comparison of investments.

SPEAK WITH YOUR ADVISOR

If you are looking for a way to turn 

your retirement nest egg into a reliable

income stream, it pays to shop around.

Monthly income funds that are

designed to provide tax-efficient 

income can be an excellent addition 

to an investment portfolio. 

To find out whether a monthly income

fund is an appropriate addition to your

portfolio, it is best to speak with your

advisor. He or she will work with you to

discuss your current financial situation

and determine your overall tolerance 

for risk. After a careful review, you may

find that a monthly income fund will 

be a worthwhile component of a well-

diversified portfolio designed to provide

income during your retirement years.

HELPFUL INFORMATION

You can find an explanation of 

financial terms at the following websites:

Financial Dictionary

financial-dictionary.thefreedictionary.com

Financial Terms Canada

www.financialterms.ca



We’re big on what’s important.
At Manulife Financial, we know helping you reach

your financial goals is what's really important.

It's that focus that has allowed Manulife to become

one of Canada’s leading providers of wealth

management, group pensions and benefits, banking

and insurance solutions.

Stability – As the country’s largest insurance company,

Manulife provides the stability of over 120 years as a

proud Canadian company with proven risk and wealth

management strategies.

Financial Strength – With over Cdn$400 billion in

assets under management and extensive and diverse

global holdings, we’re the only insurance company

in Canada with Standard & Poor’s AAA rating.

Global Presence – With hundreds of investment

professionals in over 19 countries including the U.S.,

Asia and Europe, we offer expertise and insights into

markets around the world.

Innovation – We are always at the leading edge with

new products to meet your changing needs.

When you put it all together, you can feel confident

choosing Manulife.

For more information, speak with your advisor,

or visit www.manulife.ca

Manulife and the block design are registered service marks and trademarks of The Manufacturers Life Insurance Company and are used by it and its affiliates including Manulife Financial Corporation.
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Innovation
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Financial Strength
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promisea
After all, 

Just looking at him, you wouldn’t take John for the sentimental

type. But each year when he and his wife, Marlene, celebrate their

anniversary, he looks into her eyes and says, “I promise to take care

of you and our family.” Over 35 years, he’s done just that. John 

and Marlene have worked hard to build the lifestyle they always

dreamed of: three great children, a nice house and, now that

they’re retired, enough money to travel and enjoy themselves. 



hat enjoyment includes
spending time with their
five grandchildren. With
two of them in Ontario,

two in Alberta and the other in
Chicago, John and Marlene don’t get to
see all of them as much as they’d like –
but when they do, they dote on them.

In fact, John was talking to a 
friend about how much he loves 
his grandchildren when he started
thinking seriously about how he could
make sure his family would be well
taken care of after he and Marlene
pass away. The more he thought about
it, the more he realized he had to do
something to keep his promise to 
take care of the family. So John
booked an appointment with his
advisor, Grant, to talk about strategies
that would enable him to maximize

the amount of money he could leave
to his family. 

When they met, Grant explained
that while it’s great that John has put
savings away to take care of his
family, the amount he leaves will be 

based on his investment rate of
return – and the higher the return,
the more tax his estate will have to
pay. This means John’s bequests to
his children may end up being
smaller than he anticipated.

29Fall Edition 2008

T

is a
promise

Net estate values

800,000

700,000

600,000

500,000

400,000

300,000

200,000

100,000

0
5 10 15 20 25

Year

Estate enhancement strategy Alternative investment

($)



30 Solut!ons for financial planning

Grant then introduces John 
to a possible solution. He can 
move some of his savings into an
exempt life insurance policy and
name his children as beneficiaries.
Grant recommends a whole life
product that provides permanent
insurance with guaranteed cash
values. When John dies, his heirs 
will receive the proceeds tax-free.
The advantages of this estate
enhancement strategy are 
two-fold: John will increase the 
size of his estate and he’ll reduce 
the amount of tax the estate 
has to pay.

John is interested, but asks for
more details about why this is a viable
alternative to a taxable investment.
Grant gives him a list of reasons.

A life insurance policy provides:
A large, immediate estate value
Tax-sheltered growth of cash values
A tax-free maturity value at death
Reduced estate settlement costs 
(if you’ve named a beneficiary)
Potential for creditor protection
Liquidity, if you need it

John nods, but asks Grant to 
show him exactly how the numbers
will play out.

So Grant compares an estate
enhancement strategy including an
insurance solution to an alternative
investment, based on John’s age (60)
and the fact that he doesn’t smoke. 

Grant explains that the life insurance
he’s chosen is a whole life product that
is non-participating, which means it 

doesn’t receive dividends. It does,
however, receive something called a
performance credit that helps to build
the value in the policy. 

Grant also generates the table
above to show John how the life
insurance policy grows at a faster rate
than the investment. 

John likes what Grant has shown
him. He appreciates that he can 
take a portion of his estate and keep 
it for his children without having to
worry about high taxes. And, most
importantly, he values that he can
keep his promise to his family.

John thanks Grant and heads 
for home, stopping on the way to 
pick up the dry cleaning like his 
wife asked. After all, a promise is 
a promise. •

COMPARING LIFE INSURANCE TO AN ALTERNATIVE INVESTMENT

Performance credit rate: Current credit rate less 1.0%
Initial death benefit: $300,000
Payments: $25,000 annually for 10 years
Personal tax rate: 45.0%
Before-tax investment rate for alternative investment: 6.0%
After-tax investment rate for alternative investment: 3.3%

Values are for illustrative purposes only. Please see your advisor for limitations on values and guarantees.
* Before-tax redemption value = Policy’s cash surrender value
** Net estate value = Policy’s death benefit

Estate Enhancement Strategy Alternative Investment

Before-tax 
redemption Net estate Annual Tax Net estate

Year value ($)* value ($)** interest ($) payable ($) value ($)

1 8,897 322,049 1,500 675 25,825

5 61,129 429,869 8,012 3,605 137,933

10 199,886 598,997 17,435 7,846 300,178

15 284,971 596,364 20,508 9,229 353,086

20 432,380 656,189 24,123 10,855 415,319

25 549,776 739,542 28,375 12,769 488,521



Are you looking for permanent lifetime

protection, guaranteed cash values and

solutions to help maximize your wealth? 

Introducing Performax Gold 

New whole life insurance from 

Manulife Financial. 

More than life insurance, it's a tool to

help you reach your financial dreams.

Live your
whole life

Performax Gold is sold by, and is a registered trademark of,
Manulife Financial (The Manufacturers Life Insurance Company).
Manulife Financial and the block design are registered service marks and
trademarks of The Manufacturers Life Insurance Company and are used by it
and its affiliates including Manulife Financial Corporation.

www.manulife.ca
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AGING



argaret and Peter are
among the 45 per cent
who worry about
whether they have 

saved enough to cover the costs if 
one of them – or both – end up
needing long-term care services. 
He’s 65 years old, she’s 63 and both
are healthy right now, but they’re

about to retire and have started to
think seriously about how they want
to spend the coming years. They 
are considering ways to protect
themselves from catastrophic costs
down the road.

“I’ve read that the probability 
of one or both of us needing long-
term care is actually more than 

80 per cent,2 so we want to be
prepared,” says Margaret. “We’re 
both working now and have lots 
of savings, but after we retire our
income is going to drop and we’ll
need to use some of those savings 
to live on. So we’re worried about 
how we’d pay for care if either of 
us needed it.” 
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Canadians are living longer than ever before. That’s excellent news, of

course, but as more and more people reach their 80s and 90s, a growing

number require long-term care. The costs can be staggering – yet an

August 2007 Ipsos Reid poll found that just 55 per cent of us say we’re

confident we will be able to afford long-term care expenses as we age.1

M

1www.ipsos-na.com/news/pressrelease.cfm?id=3605
2Source: Munich Re. Based on the probability of a 60-year-old male or female who hasn’t needed care in the past requiring long-term care in his
or her remaining lifetime. Assumes no waiting period. 

Gracefully
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THE BEST WAY TO 
COVER LONG-TERM 
CARE EXPENSES IS 
TO PLAN AHEAD
One solution for couples in Margaret
and Peter’s position is to combine 
two products: long-term care
insurance and an Immediate Annuity
(IA). Long-term care insurance can
help pay the costs of long-term care 
if either or both spouses require it.
This coverage is paid for with regular
premium payments. An IA, on the
other hand, is purchased with a lump
sum today and generates a predictable
income stream for one or two
lifetimes. This income can be used to
help cover the premium payments.3

That’s exactly what their advisor,
Stuart, recommends when Margaret
and Peter tell him their concerns. 
He explains that a shared coverage
long-term care insurance policy is an
efficient way for them to make sure
they’re both protected, since they 
can’t predict who will need long-term
care. Either or both of them can make
a claim and premiums are waived

during the period of the claim. If one
of them dies, the coverage remains in
place for the surviving spouse with a
lower premium to pay. 

Long-term care insurance can 
help take care of costs that may
otherwise become a tremendous
financial burden to couples and their
families. Stuart points out that in
Ottawa, where Margaret and Peter
live, a private room in a nursing home
may cost approximately $2,100 each
month – that’s $25,200 annually.
Home care is generally less expensive,
but it could cost anywhere from about
$800 each month ($9,600 annually) 
for basic assistance with meal
preparation, supervision, bathing and
dressing to $5,000 each month
($60,000 annually) for people who
require more intensive and 
constant care.4

Margaret and Peter choose a 
policy that insures them for up to
$200,000 in long-term care costs,
including home care. The annual
premiums, based on the specific 
policy they have selected, will be

$5,104.44 until they reach 100 years of
age.5 They can pay this amount as it
comes due, or they can invest a lump
sum today – since they have the cash
available – to ensure they have
enough income each year to make 
the required payments. They ask 
their advisor to explain how the
second option could work.

A Joint and Survivor IA is the
solution Stuart recommends. A 
single payment of $90,000 would
generate income of $5,462 annually6

– enough to cover their long-term
care insurance premiums, plus a
cushion that can be used to help 
cover taxes payable on the annuity
income (for a non-registered annuity,
only $1,833 of the annual payment
would be taxable; for a registered
annuity, the full amount would be
taxable) or any possible future
premium increases. 

This income is not affected by
changes in interest rates or what
happens in the financial markets,
requires no ongoing investment
management and is guaranteed for 

Long-term care insurance can 
help take care of costs that may
otherwise become a tremendous
financial burden to couples and
their families



as long as either Margaret or Peter 
is alive. If one or both of them have 
to make a long-term care claim and
the insurance premiums are waived,
the annuity will continue to provide 
a guaranteed income stream. They 
will be able to use this money for 
any purpose – for example, to
supplement the costs of care or to 
save for the future. 

To help Margaret and Peter
understand exactly how long-term
care insurance and an IA can work
together, Stuart describes a scenario
for them. Let’s say that in 10 years
Peter has a stroke and requires 
long-term care. After the waiting
period has been satisfied, their
insurance policy will begin to pay
$2,000 per month ($24,000 annually)
towards Peter’s long-term care costs 
at home. The premiums will be
suspended while the claim is being
paid, but the couple will continue 
to receive their annuity payments 
of $5,462 each year. Based on the
amount of coverage they have
selected, long-term care payments
could continue for just over 
eight years. 

Once their entire $200,000 
benefit has been paid out, 
Margaret and Peter can use their

ongoing annuity income to help 
cover their long-term care expenses. 
If they saved the annuity payments
they received while the insurance
premiums were waived, they could
use them to help pay for about 
three additional years of long-term
care costs. Alternatively, they could
use this saved money to help 
purchase a special type of annuity, 
an accelerated annuity, designed 
for people with life-shortening
illnesses. An accelerated annuity 
can provide higher income 
with a lower premium than a 
traditional annuity. 

While neither Margaret nor 
Peter likes thinking about the
possibility that either of them 
will require long-term care in 
the future, both are relieved to 
know that there is a way to prepare 
for long-term care costs. Like 
many other Canadians, they are 
determined to remain financially 
self-sufficient as they age, and 
the solution their advisor has
proposed means they will have 
more resources to choose the 
type of care they want without 
relying too heavily on their 
savings or their children to pay 
the bills. •
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EXERCISE YOUR 
BRAIN! SOLUTIONS

Easy

Medium

(from page 39)

3The premiums are guaranteed not to change for the first five years. After that, and on an annual basis
only, premiums may increase or decrease. For this reason, the annuity income may not always be enough
to cover premiums. Premium changes will only be made to all similar coverages, not arbitrarily to
individual policies.

4Source: Manulife Financial and Best in Care, “Long Term Care in Ontario,” September 2007.
5For the “pay to age 100” premium payment option, no premium changes will be made after the later of: 
the coverage anniversary nearest the insured’s 75th birthday or the 20th coverage anniversary.

6Assumes a Joint and Survivor IA, non-registered, prescribed, with a three-year guarantee effective 
June 5, 2008.
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The most recent Canada Survey of Giving, Volunteering and

Participating, conducted by Statistics Canada, found that one-third 

(32 per cent) of Canadians aged 65 or older engaged in volunteer

activities. Each of those seniors gave an average of 245 hours during 

a 12-month period to the groups and organizations they supported.1

hand
Lend a



37Fall Edition 20081 Source: Statistics Canada, www.statcan.ca/Daily/English/060605/d060605a.htm, June 9, 2008.

VOLUNTEERING CAN 
BE A SATISFYING ASPECT 
OF RETIREMENT

learly, many retired
Canadians have
discovered the
tremendous benefits 

that come from sharing their time,
knowledge and skills – whether 
they are organizing local fundraisers, 
sitting on national non-profit boards
or teaching sustainable farming
practices in developing countries. 
And while volunteering can be a
rewarding experience at any age, it
can be especially fulfilling for the 
newly retired. 

After all, most people are happy 
to leave some aspects of their careers
behind – including routine tasks, long
hours and office politics. But after they
retire, many want to remain engaged
in activities that provide them with
intellectual challenge, personal
satisfaction and meaningful contact
with others. Volunteering can deliver
all of this, while also contributing to
feelings of self-worth and self-esteem.

If you’re thinking about
volunteering, but wondering where 
to start, this article will help you
identify the activities you may find 
the most satisfying and then locate
appropriate opportunities. 

ENGAGE YOUR PASSIONS
No matter what you are passionate
about – literacy, art, the environment,
children, health education – and no
matter what your skills, somebody,
somewhere, can greatly benefit from
your time, energy and experience.

Retirement gives you greater
control over what you choose to 
do, for whom and when. So think
about what is most meaningful and
important to you right now. 
Then research various charitable
organizations and non-profit 
groups to discover which ones have
philosophies or mission statements
that are most in line with your values. 

CONSIDER YOUR GOALS
It’s important to know what you’re
looking for in a volunteer position. 
Do you want to meet people and
make new friends? Are you mainly
concerned about creating some
structure in your days as you ease 
into retirement? Or perhaps you
would like to make a greater
difference within an organization
you’re already involved with.

The time commitment, scope 
and impact of volunteer work varies
greatly. To ensure that the work you
choose to do is personally rewarding,
identify as precisely as possible what
type of fulfillment you hope to gain. 

Keep in mind that one-time 
events such as charitable auctions,
community runs or park clean-ups
offer a chance to try different types of
work while helping out with a single
well-defined project. Once you have
found an activity you enjoy with a
specific organization, you may want 
to sign up to assist that group 
year-round. 

ASSESS YOUR SKILLS 
AND INTERESTS 
Think about all the things you do well
and make a list of the skills involved

in these activities. Are you a strong
speaker who can influence others? 
Do you have a knack for planning
special events? Are you a natural
counselor or a gifted teacher?
Consider your professional skills 
as well as your hobbies and interests.
Note everything that you both enjoy
and do well. 

Now brainstorm creatively about
how you can apply your skills to a
cause you feel passionately about.
Let’s say you’ve always enjoyed
carpentry. If you’re also a theatre buff,
consider building sets for your local
community theatre. 

THE BENEFITS OF VOLUNTEERING

Volunteering provides people with 

the opportunity to do meaningful

work, while feeling a sense of

belonging and receiving recognition. 

It can be stimulating and challenging

for both mind and body – and it can

be especially rewarding to retirees as

they transition from a full-time career

to the next stage of their lives.

Research shows that volunteering

promotes healthy aging by 

enhancing seniors’ social support

networks. In many cases, volunteering

is linked to an improved quality of life

and increased levels of physical

activity. Finally, volunteering can

enhance satisfaction with life, along

with boosting well-being, sense 

of purpose, self-confidence and 

personal growth.

C



Or, if you’re concerned about
affordable housing for lower income
families, offer your skills to Habitat 
for Humanity. If, on the other 
hand, you’re interested in organic
gardening, you could start a pesticide-
free community garden or volunteer
to help out at a local organic farm.

Retired business people may 
be interested in the work of the
Canadian Executive Service
Organization (CESO). CESO’s goal 
is to build proud, independent
communities, and its volunteers 
share their professional experience 
as mentors, advisors and trainers 
in Canada and abroad. 

FIND OPPORTUNITIES 
IN YOUR COMMUNITY
AND BEYOND
Scan your local community
newspaper for notices about volunteer
opportunities or, if you hear of an
event that interests you, contact 

the organizers directly. Larger
communities often have a central
volunteer agency – check Volunteer
Canada’s listings of more than 
200 Volunteer Centres. You can also
look for postings on notice boards in
your public library or at your place 
of worship. 

Many national organizations have
local or regional branches you can
contact to find out about volunteer
needs in your area. Charity  Village 
is a national website that serves
Canada’s 200,000 charities and 
non-profit organizations. Keep in
mind that numerous volunteer tasks
can be undertaken at home, from
anywhere, thanks to the Internet 
and e-mail. 

If you’re interested in volunteering
abroad, organizations such as
Voluntary Service Overseas (VSO)
Canada match up people with a range
of different professional backgrounds
to opportunities in the developing
world. Earthwatch Institute, based 
in the U.S., lists a wide range of
“expeditions” that allow volunteers 
to work alongside environmental
researchers in many different
countries for periods as short 
as one to two weeks.

MAKE YOUR OWN
OPPORTUNITIES
Maybe you have an idea to meet a
need in your community that you
don’t feel has been adequately
addressed. The New Horizons for
Seniors Program is a federally funded
initiative established to finance the
start-up of non-profit organizations
that encourage social participation
and support active living of seniors 
in their communities. You can 

apply for Community Participation 
and Leadership funding at
www.hrsdc.gc.ca/en/community_part
nerships/seniors/index.shtml.

No matter what you decide to do,
remember that you are in control of
your volunteer experience. If a specific
role is not what you expected, don’t
hesitate to move on. Be open to
change and different options. The fact
is, you may find you don’t like some
things you had planned to pursue,
while other opportunities you never
even considered may provide you
with many years of fascinating,
fulfilling volunteer work. •
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HELPFUL RESOURCES

For more information on 

opportunities in your community 

and how to get involved, check 

out the websites below:

Canadian Executive 

Service Organization

www.ceso-saco.com

Charity Village

www.charityvillage.com

Habitat for Humanity

www.habitat.ca

Volunteer Canada

www.volunteer.ca

VSO Canada

www.vsocan.org

Opportunities
you never even
considered may
provide you
with many years
of fascinating,
fulfilling
volunteer work
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Exercise 
your brain!
Sudoku puzzles are a great daily workout for your 

brain. They’re fun, challenging and addictive – and 

good for you too! Here are two Sudoku puzzles – one

easy and one at a medium level of difficulty – just to 

get you started.

To solve: Enter digits from 1 to 9 in the blank spaces. Every row,

every column and every 3 x 3 square must contain one of each

digit. Try to do it without peeking, but if you need help the

solutions are on page 35.

Cranberry        
Pumpkin 
Bread
This recipe combines the flavours of the season in a light and

tasty bread that you can enjoy in the morning with your

coffee or as a snack throughout the day. Try adding chopped

pecans to the loaf for added texture and a little crunch.

2 cups flour 

1 tsp baking powder 

1 tsp baking soda 

¾ tsp cinnamon 

½ tsp ground cloves 

½ tsp ginger 

½ cup butter at room temperature 

1 cup sugar 

2 eggs 

1 cup canned pumpkin purée (not pumpkin pie mix)

1 cup orange juice

zest from one orange 

1½ tsp vanilla 

1¼ cups fresh or frozen cranberries

Preheat oven to 325ºF. 

Stir together flour, baking powder and soda, cinnamon,

cloves and ginger in a large bowl.

In a medium bowl, cream together butter and sugar until

light and fluffy. Add in eggs, one at a time. Add in pumpkin

purée, orange juice, orange zest and vanilla. Mix dry

ingredients with pumpkin mixture and blend just until moist.

Fold in cranberries. 

Pour batter into a greased loaf pan and bake on centre rack

for 60 to 80 minutes until a toothpick comes out clean. 

Cool completely before slicing and serving.

FUN & FOOD

Easy

Medium
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Want more? Get Mawer.

Exclusively from Manulife Mutual Funds.
Manulife Mutual Funds is pleased to introduce Manulife Mawer
Funds. Available exclusively from Manulife Mutual Funds, these
seven funds provide access to the expertise of Mawer Investment
Management Ltd., one of Canada’s most acclaimed independently
owned investment management firms.

The funds are managed using a highly disciplined, research-driven
approach that combines a history of strong investment returns
with proven downside protection during volatile markets.

The chart to the left highlights four long-term Mawer equity
funds and illustrates the percentage each fund outperformed
their respective benchmark* during all rolling six month “down
markets” since each fund’s inception.

It’s this kind of performance that gets noticed. Adding to an
already impressive list of awards, Mawer recently received a 2008
Lipper Fund Award, and Portfolio Manager Gerald Cooper-Key was
recognized as 2007 Morningstar Fund Manager of the Year.

Want more from your portfolio? Look to Manulife Mawer Funds.
At Manulife Mutual Funds, we’re with you every step of the way.

For more information, ask your advisor or

visit www.manulifemutualfunds.ca

7 FUNDS ARE NOW AVAILABLE, INCLUDING:

Manulife Mawer World Investment Class
Fund Managers Gerald Cooper-Key, CFA,
David Ragan, CFA
Manulife Mawer Canadian Equity Class
Fund Manager Jim Hall, CFA
Manulife Mawer Diversified Investment Fund
Fund Manager Craig Senyk, CFA
Manulife Mawer Global Small Cap Fund
Fund Manager Paul Moroz, CFA
Manulife Mawer Tax-Managed Growth Fund
Fund Manager Craig Senyk, CFA
Manulife Mawer U.S. Equity Fund
Fund Manager Darrell Anderson, CFA
Manulife Mawer Canadian Bond Fund
Fund Manager Michael Crofts, CFA

Average outperformance (%) vs. Benchmark*
during rolling six month down markets

6.00%

5.00%

4.00%

4.34%

2.44%

4.31%
4.91%

3.00%

2.00%

1.00%

0.00%
Mawer

Canadian
Diversified
Investment

Fund

Mawer
US

Equity
Fund

Mawer
World

Investment
Fund

Mawer
Canadian

Equity
Fund

*Benchmarks for each Mawer Fund: Mawer U.S. Equity Fund (inception date Dec. ’92) – S&P 500 Index, Mawer Canadian Equity Fund (inception date June ’91) – S&P/TSX Total Return Index, Mawer Canadian Diversified Investment
Fund (inception date Jan. ’88) – 60% MSCI World/40% Lehman Bros. Bond Index, Mawer World Investment Fund (inception date Aug. ’06) – MSCI EAFE (C$) Source: Globe Hysales and Mawer Investment Management Ltd. – all rolling
six-month down periods since inception of each respective fund as at June 30, 2008. The average outperformance of the funds vs their respective benchmarks does not necessarily indicate positive performance in down markets.
The performance of the Mawer Funds does not mean that the Manulife Mawer Funds will provide the same returns. Manulife Investments is the brand name identifying the personal wealth management lines of business offered by
The Manufacturers Life Insurance Company (Manulife Financial) and its subsidiaries in Canada. Manulife and the block design are registered service marks and trademarks of The Manufacturers Life Insurance Company and are used
by it and its affiliates including Manulife Financial Corporation. Manulife Corporate Classes and Manulife Funds are managed by Manulife Mutual Funds, a division of Elliott & Page Limited. Commissions, trailing commissions, management
fees and expenses all may be associated with mutual fund investments. Please read the prospectus before investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated.




