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OPENING 
LETTER
FROM CHRIS TURCHANSKY

To our valued clients and friends, 

As summer concludes and fall greets us, it’s time to reflect on the themes that 
have shaped our year to date. Whether that’s the impact of low energy prices, the 
dry conditions in some agricultural areas or the general business challenges, we 
continue to see the resiliency of Albertans and Alberta’s businesses. It’s times like 
these that the value of a sound investment philosophy and an understanding of 
how our emotions interact with our behaviours, related to our money and dreams, 
can propel us forward.  

In this issue of Navigate, investment counselor John Shypitka introduces the 
ATB Investor Services Foundation and the long-term benefits of starting a donor 
advised fund for Albertans with charitable intentions; Douglas Smith and Brian 
Fischer from ATB’s Alberta Private Client group outline how ATB can enhance 
Albertans’ U.S. experience for snowbirds and those considering the snowbird 
lifestyle; senior financial advisor Sherry Davis offers eight things to look for in an 
advisor before you build a long-term partnership; and Private Counsel’s regional 
director James Chisholm previews a growth area for ATB Investor Services related 
to how we make investing work for Alberta’s institutional investors, such as non-
profit organizations, foundations, unions, municipalities, associations and  
pension plans. 

As always, I invite you to share your feedback on Navigate the next time you sit 
down to speak with your investment counselor. I also welcome you to reach out to 
me at any time at 780-886-3478 or christurchansky@atb.com.

On behalf of all of us at ATB Investor Services, we wish you a prosperous fall and 
a very happy holiday season. 

Chris Turchansky, CFA 
President 
ATB Investor Services

Market Indices 
(August 31/15) 1 year 3 year 

(annualized)
10 year 

(annualized)

Bonds DEX Universe 4.9% 3.7% n/a

Canada S&P/TSX TRI -8.7% 8.3% 5.6%

Canada S&P/TSX 
Energy Index

-41.8% -7.3% -2.5%

US S&P 500 TRI (CAD) 22.1% 26.0% 8.3%

Global MSCI EAFE TRI (CAD) 17.3% 23.1% 7.3%
Data Source : Bloomberg

The information provided in this brochure has been prepared by ATB Investment Management Inc. (ATBIM) and is a simplified general summary, not intended to 
replace or serve as a substitute for professional advice. Professional tax advice should always be obtained when dealing with taxation issues as each individual’s 
situation is different. This information has been obtained from sources believed to be reliable but no representation or warranty, expressed or implied, is made as 
to their accuracy or completeness. This information is subject to change and ATBIM reserves the right to change the information without prior notice, and does not 
undertake to provide updated information should a change occur. ATB Financial, ATB Investment Management Inc. and ATB Securities Inc. do not accept any liability 
whatsoever for any losses arising from the use of this document or its contents. 

ATB Investment Management Inc. and ATB Securities Inc. are wholly owned subsidiaries of ATB Financial and operate under the trade name ATB Investor Services. ATB 
Securities Inc. is a member of the Canadian Investor Protection Fund and Investment Industry Regulatory Organization of Canada. This brochure is not, and should 
not be construed as, an offer to sell or a solicitation of an offer to buy any investment. This document may not be reproduced in whole or in part; referred to in any 
manner whatsoever; nor may the information, opinions, and conclusions contained herein be referred to without the prior written consent of ATBIM.

Residential Real Estate Median 
Sale Price (August 31/15)

1.7% 0.4%
One Year Change

$355,000
Edmonton

$422,000
Calgary

Data Source : EREB and CREB

July 31/15 July 31/14

Canada Inflation 1.3% 2.1%

US Inflation 0.2% 2.0%

Canada Unemployment 6.8% 7.0%

US Unemployment 5.3% 6.2%
Data Source : Bloomberg

Aug 31/15 Aug 31/14

10 Year Government  
of Canada Bond (AAA)

1.49% 2.00%

10 Year Invest-
ment-Grade  
Corporate Bond (A)

3.24% 3.14%

S&P/TSX Composite 
Index

3.11% 2.70%

Data Source : Bloomberg

Canadian Income and  
Dividend Yields (pre-tax)

Aug 31/15 Aug 31/14

US dollar - Canadian dollar 1.32 1.09

Euro - Canadian dollar 1.48 1.43

Chinese yuan -  
Canadian dollar 

0.21 0.18

Data Source : Bloomberg

Foreign Exchange

Economic Growth (GDP)

June 30/15 June 30/14

Canada -0.5% 3.5%

US 3.7%  4.6%

EU 1.5% 0.7%

China 7.0% 7.4%

Data Source : Bloomberg

Energy (August 31/15)

$45.65
Western 
Canada 
Select

(CAD/bbl)

-47.0%

$61.37
Synthetic 

Crude
(CAD/bbl)

-40.7%

$2.77
Aeco 
Spot

(CAD/mcf)

-26.3%

Data Source : Bloomberg

One Year Change

Economic Metrics
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THE INTELLIGENT 
DONATION

JOHN SHYPITK A,  
CFA, CFP 
Director and  
Investment Counselor 
ATB Investment 
Management Inc.

Are you at a stage in life where legacy planning has 
become a new priority?  

I was recently in a client meeting where this 
became a topic of discussion after the clients had 
sold some valuable land. It is not uncommon for 
wealthy, or high net worth, clients of our Private 
Counsel service to find themselves the recipients 
of a sizeable amount of money from the sale of 
a business or other assets. The big question that 
tends to follow is what to do with the proceeds?

The investment portfolio of these particular 
clients, and their net worth in general, has been 
managed in such a manner to last for the rest of 
their lives and accomplish their estate goals. The 
discussion around the land sale proceeds therefore 
centred on how they might use these “surplus” 
dollars to benefit the charities they felt strongly 
about, rather than paying a lot of tax. In other 
words, planning their legacy became a priority. As 
investment counselors, we often find that clients 

feel an emotional burden to make the most of 
this opportunity given the potential to positively 
impact the lives of others.

Through our discussion, it became clear that we 
were looking for an alternative to provide a large 
tax credit from a charitable donation in the current 
tax year to reduce the taxable gain from the land 
sale. Ideally, the dollars donated could be invested 
for many years to create a legacy through annual 
grants. Investment options needed to be flexible, 
the fees reasonable and there’d be the option to 
include family members in the charitable decision-
making to create continuity across generations. 
Finally, the solution couldn’t be difficult to set up 
and maintain.

We explored the options together. The highest 
level of control and expense was the setup of a 
private foundation. Generally, this requires $1-5 
million to justify start-up and on-going expenses 
such as a board of trustees/directors. A second 
alternative was a donation to a community 
foundation where the board of volunteer directors 
sets investment policy for the donation. A third 
alternative was the use of a donor advised fund 
(DAF) with many of the benefits of a private 
foundation at a lower cost.

A deep dive into each revealed that the DAF 
alternative ticked off all the boxes on my clients’ 
check list. Donor advised funds include the 
following benefits:

-  The money is donated to a foundation set up to 
support DAFs. In partnership with Cidel Trust, 
the ATB Investor Services Foundation takes care 
of setup, administration, and tax reporting to 
Canada Revenue Agency.

-  A tax slip for the full transfer to the DAF is 
provided for use in the tax year in which the 
transfer to the DAF is made. Donors may claim a 
tax credit up to 75 per cent of their net income 
with the excess claimed in any of the following 
five years.

-  The donors retain a measure of control over 
how the money is to be managed, as it will be 

managed alongside their other investment 
accounts.

-  Each year, donors implement their charitable 
gifting plan by identifying registered Canadian 
charities to receive grants. The choices can change 
from year to year. 

-  Generally, at least 4 per cent of the DAF value is 
granted annually to charities. One approach is to 
grant the investment growth to charities while 
preserving principal to generate future gifts.

-  The donor has flexibility in naming the DAF to 
allow for the level of privacy desired. There is the 
option to involve family members or other trusted 
individuals, allowing the DAF to continue beyond 
the lifetime of the donors.

The need to plan a legacy is an example of the 
niche topics that we enjoy helping wealthy 
investors with. Whether it’s a current priority for 
you or simply a future possibility, it’s worth asking 
your investment counselor or financial advisor 
about how a DAF might positively impact your 
future and the futures of others in our society.

THE GREAT ESCAPE
DOUGLAS M. 
SMITH,  
B.Sc., LL.B., TEP 
Wealth Specialist 
ATB Financial  
Alberta Private Client

BRIAN FISCHER  
Senior Credit Manager 
ATB Financial  
Alberta Private Client

Planning the ‘great escape’ from our winters has 
become a popular Canadian pastime. Those 
plans can range from week-long stays at resorts 
to longer-term vacation property rentals. For 
an increasing number of people, the outright 
purchase of a U.S. vacation property has become 
their first choice.

Alberta Private Client has made U.S. property 
purchases easier with a new lending policy 
available for properties in California, Nevada and 
Arizona. This unique offer utilizes the U.S. property 
itself as security for the loan, but note that the 
loan to value ratio on a U.S. property purchase is 
generally lower than it would be for a Canadian 
property purchase. 

The loan is written and payable in Canadian 
dollars, which saves in foreign exchange rates 
and fees, and these can be significant, especially 
over the long-term. It also provides a predictable 
payment schedule that fits with your busy world. 
Payment stipulations are similar to a mortgage, 
with a maximum 25-year amortization period, 
though there is one big difference: no pre-payment 
penalty. 
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Lending is only available for single family 
residential properties for personal use (including 
condominiums and townhomes), and the loan 
must be in your name. Alberta Private Client offers 
both fixed and floating interest rate options, 
whichever is best for you at time of purchase. 
Purchasing property in the United States does 
involve cross-border assistance, currently provided 
to ATB by Fidelity Real Estate Services. The process 
does take more time, so please know Alberta 
Private Client will need a good 30 days to complete, 
even with credit pre-approval. Additionally, the 
paperwork must be signed on U.S. soil by a U.S. 
notary. This is achieved by meeting with a notary 
anywhere in the U.S., or by making an appointment 
at the U.S. Consulate in Calgary. 

There are additional credit options for U.S. property 
purchases, including a personal operating loan 
that may leverage the current value you have in a 
Canadian property.  

DEATH AND TAXES 
There are a few things that you should be aware of 
before purchasing a property in the U.S. If you are 
a non-U.S. citizen and non-resident of the United 
States, U.S. estate tax law provides an exemption 
from estate tax for the first $60,000 of your U.S. 
situs assets1. Additionally, if the fair market value 
(FMV) of your worldwide estate2 is less than 
$5,430,000 (the amount for 2015 that would be 
exempt from U.S. estate tax were you a U.S. citizen), 
then you would also be exempt from the U.S. estate 
tax. If the FMV of your worldwide estate is over 

$5,430,000, then as a Canadian, the Canada/U.S. 
Tax Treaty provides you with a pro-rated estate tax 
credit.  

HERE’S HOW IT WORKS: 
Let’s assume you are single and own a Palm Springs 
vacation property worth $850,000, with furniture, 
artwork, and a car there worth another $275,000. 
Additionally, you have $500,000 worth of U.S. 
stocks in your Canadian brokerage account, and 
your worldwide estate is valued at $8,635,000. If 
you died in 2015, your pro-rated U.S. estate tax 
credit would be determined as follows:

FMV U.S. situs assets $1,625,000/FMV worldwide 
estate $8,635,000 x $2,117,800 (unified credit) = 
$398,544 (pro-rated credit)

In this example, the applicable estate tax before the 
pro-rated credit was applied would be $595,800.  
After applying your credit, the U.S. estate tax owing 
would be reduced to $197,256.  The “unified credit” 
is the amount of estate tax that would otherwise 
be payable on an estate of $5,430,000 – the “estate 
tax exemption”. If you are legally married and the 
U.S. situs assets pass to your spouse on your death, 
the Treaty makes a “marital credit” available which 
is limited to the lesser of the pro-rated estate tax 
credit or the amount of U.S. estate tax otherwise 
payable.  In essence, when it applies, the marital 
credit effectively doubles the amount of your pro-
rated estate tax credit.

As you would expect, any increase in the FMV of 
your U.S. assets since you acquired them would 
also be subject to Canadian capital gains taxes, but 

there are mechanisms within the Treaty that would 
prevent you from being double taxed in most 
cases.

One solution for people who are looking to buy, 
or who already own a U.S. vacation property, 
is the use of a non-recourse mortgage. A non-
recourse mortgage is an arm’s length loan that is 
only secured against the property, and not against 
the other assets of the borrower – like ATB’s new 
U.S. property lending offer (for California only).  
In determining the value of a property, the U.S. 
Internal Revenue Service (“IRS”) allows a deduction 
against the property’s value so long as the 
mortgage is recorded and reflected on the title of 
the property. 

Let’s see what a non-recourse mortgage of 
$400,000 would do to the numbers in the previous 
calculation:  

This time, you own your Palm Springs vacation 
property worth $850,000, with furniture, artworks, 
and a car there worth another $275,000.  There 
is a $400,000 non-recourse mortgage registered 
against the property.  You still have $500,000 worth 
of U.S. stocks in your Canadian brokerage account, 
and your worldwide estate is now reduced to 
$8,235,000 on account of the mortgage.  If you 
died in 2015, your pro-rated U.S. estate tax credit 
would now be determined as follows:

FMV U.S. situs assets $1,225,000/FMV worldwide 
estate $8,235,000 x $2,117,800 (unified credit) = 
$315,034 (pro-rated credit)

In this example, the applicable estate tax before the 
pro-rated credit was applied would be $435,800.  
After applying your credit, the U.S. estate tax owing 
would be reduced to $120,766. The non-recourse 
mortgage has reduced the previous estate tax 
liability by $76,490 – a significant savings. 

Speaking of saving money…here’s a little tip: while 
you are in the U.S., make sure you utilize a credit 
card in U.S. funds. Did you know that with every 
transaction you make on your Canadian dollar 
credit card you can incur an additional conversion 
rate fee of up to 2.99 per cent on every purchase? 

ATB’s new U.S. Dollar MasterCard offers a $19 
annual fee (which is waived if you hold certain 
accounts), saves you those pesky conversion fees, 
and offers numerous purchase and travel insurance 
options.

For more information on all your U.S. options, 
please reach out to your Private Counsel 
investment counselor or an Alberta Private Client 
advisor. 
____________________________________________________________
1 The type of property that attracts the U.S. estate tax is known as “U.S. situs property”, 
examples of which include the following:

(a) U.S. real estate,

(b) tangible personal property located in the U.S. (vehicles, art, furniture, etc),

(c) shares in U.S. corporations (even when held in registered accounts),

(d) cash located in a safety deposit box located in the U.S.,

(e) deposits with U.S. brokerage firms and brokers,

(f ) U.S. corporate bonds, and 

(g) U.S. exchange traded funds (ETFs).

“U.S. situs property” does not include the following:

(a)  personal property accompanying a person who dies while temporarily visiting  
the U.S.,

(b)  deposits held at U.S. banks so long as they are not associated with U.S. trade or 
business,

(c) shares in non-U.S. corporations when the certificate is physically located in the U.S.,

(d) shares in a non-U.S. corporation which holds shares in a U.S. corporation,

(e) U.S. Treasury Bills or U.S. Certificates of Deposit,

(f ) American depository receipts (ADRs),

(g) Canadian mutual funds that hold U.S. situs property, and 

(h) Canadian exchange traded funds (ETFs).

2All amounts listed in the examples are in USD.
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EIGHT THINGS TO 
LOOK FOR IN A GREAT 
ADVISOR

SHERRY DAVIS,  
BA, B.Mgt, FMA, 
FCSI, PFP  
Senior Financial Advisor 
ATB Securities Inc.

It’s your life. It’s your passions. It’s your future 
and the future of those you love and care for. As 
advisors, what your financial goals are and what 
your money means to you is important to us. We 
strive to help you achieve your happiness.

There are many different firms and different 
advisors all seeking you as a client. You need 
help, but who do you choose? Our industry varies 
considerably in advisor credentials, experience, 
compensation and fees. All this needs to be 
considered. In the end, you have to choose 
someone you trust and that connects with you. 

As an advisor, I’ll often receive requests to look at 
investment portfolios from other firms and offer a 
second opinion. In a recent example, the portfolio 
looked great at first glance – promises of high 
returns and a track record of solid performance. 
After bringing in a team to dig deeper, we 
discovered that the client wasn’t being told the 
whole story.

To start, the portfolio was too aggressive for this 
individual. The performance, although good, had 
a very high risk of volatility for the return that it 
was providing, and the fees the client couldn’t 
see meant that the total fees were more than 
triple what ATB clients would pay. In simple terms, 
their advisor received higher commissions on 
certain high risk/return investments that created 
unnecessary risk for the client. The advisor’s offer 
was in their own best interest, not the client’s.

So how do you avoid these types of experiences? 
Take your time to be comfortable with the decision 
as it could be one of the most important life 
decisions you will make. To assist, I’ll propose eight 
things to look for in a great advisor:

1.  Their definition of success – An advisor 
whose actions illustrate that they define 
success as a long-term relationship with you 
and your family rather than commissions from 
quick transactions. A good test of this is their 
willingness to be accountable if something 
goes wrong.

2.  Their time for you – An advisor that allocates 
their time and builds a strong team around 
them to allow for meaningful on-going 
contact with you, your family and even your 
accountant. They listen to your concerns and 
fears. They have the energy to find a way to 
get things done for you.

3.  They’re transparent – An advisor that 
implements your plan using investment 
products with transparent costs, risks and 
payoffs. Ask how fees are charged – Upfront? 
Back-end loaded? Annually? They won’t fear 
you asking for a second opinion if they know 
their approach is sound.

4.  They have integrity – An advisor that talks 
openly about how they are compensated and 
why they feel the fees are a good long-term 
value for clients. An advisor that lives their 
professional and personal life with integrity.

5.  They know their stuff – An advisor with 
a solid technical background from post-
secondary study, continuing education 
and specialist designations in fields such as 
financial planning. 

6.  They accept that they may not know – 
An advisor that’s sufficiently confident and 
humble to accept that no one can be all things 
to all investors at all stages in life. They bring 
in a trust and estate expert or an investment 
counselor specializing in topics relevant to 
wealthy Albertans.

7.  They speak your language – An advisor 
that has the emotional intelligence and 
adaptability to communicate with you and 
your family in a way that’s understandable and 
enjoyable. They might not be your best friend, 
but they earn your trust when appropriate.

8.  They aim high – An advisor that makes 
your client experience unique. They look for 
opportunities to wow you and make you want 
to share how great your client experience is.

RESPECT THE 
INSTITUTION

JAMES CHISHOLM,  
CFA, CMA 
Regional Director,  
Private Counsel 
ATB Investment 
Management Inc.

Early in my career I was asked to travel to Canada’s 
north to present to a wonderful group of people 
who knew much more about river flow than 
business cash flow and a lot more about hunting 
moose than hunting for underpriced stocks. This 
group of people was the board of what’s known in 
our profession as an institutional investor. 

An institutional investor could be defined as an 
entity or organization that appoints a small group 
of people to direct the investment of a pool of 
assets on behalf of a larger group.

What I learned at this meeting, and others like 
it, is that many small institutional investors face 
challenges that their larger peers don’t. In extreme 
cases, these challenges can cause board members 
of institutions to make investment decisions that 
feel right, but are unlikely to be advantageous in 
the long-term for their stakeholders.

For context, the portfolios of Canada’s institutional 
investors totalled $1.15 trillion as of December 
31, 2014 with 70 per cent in pension funds1.  
This compares to $245 billion managed by 
private investment counsel firms for Canada’s 
high net worth (HNW) investors or “private 
clients”2.  Other than pension funds, the largest 
institutional investors are insurance companies and 
corporations that control assets on behalf of others 
such as insurance policyholders and shareholders. 

However, beyond the huge institutions there 
are many smaller investors such as not-for-profit 
organizations, municipalities, unions, foundations 
and associations with portfolios of $2 million to 
$150 million. ATB Investor Services is a service 
provider to Alberta’s smaller institutional investors 
in addition to our more well-known investment 
counseling and portfolio management service for 
wealthy Albertans.

Institutional investors and HNW investors have 
a lot in common. Both use their large portfolio 
size to gain economies of scale in fees, demand a 
sophisticated service experience from specialists 
with a fiduciary duty, seek customized advice on 
the right risk/return balance and aim to balance a 
long-term perspective with short-term investing 
emotions.

Yet the two groups differ meaningfully. A wealthy 
family generally has a one, perhaps two, generation 
investment time horizon. Institutions may have 
a very long, perhaps indefinite, time horizon. 
The average wealthy Canadian holds 35 per cent 
of their portfolio in fixed income (bonds) while 
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CONTRIBUTORS

insurance and corporate institutional investors 
hold 44 per cent and often have constraints to only 
own bonds with little credit risk3. 

Wealthy investors can often reduce or defer 
spending if necessary because it’s “their” 
money. Despite a long investment time horizon, 
institutions typically have near-term pressure, as 
they often have sizeable obligations to current 
pension beneficiaries, insurance claim recipients 
or vulnerable groups in society that depend on 
not-for-profits. This is added complexity for board 
members or trustees who must be stewards of 
capital even if their expertise is in another field.

To address this risk, large institutions hire and 
maintain an in-house investment management 
group. Smaller institutions can rarely justify the 
expense and must identify a competent and 
trustworthy external service provider. They often 
need guidance on how to create and maintain 
an investment committee, establish a universal 
Investment Policy Statement (IPS), educate new 
board members, monitor progress in an elegantly 
simple way, select investment managers and 
interpret the world they invest in. This is an area 
where we feel our profession can do better for 
smaller institutions.

In the years ahead, ATB Investor Services will be 
allocating resources strategically to make investing 
work for Alberta’s institutional investors of all 
sizes. It begins with an innovative approach to 
institutional investment management that goes 
beyond stocks and bonds. For more information, 
please ask your investment counselor or contact 
me at jchisholm2@atb.com.
____________________________________________________________
1  Managed Money Advisory Service, Investor Economics, Spring 2015.
2  Ibid.
3  Ibid.
 Ian Burmaster 
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