
the other day an acquaintance
sympathetically remarked, “Your job must be
tough given the lousy economy and all the 
problems in the world.” Such concern is com-
mon, yet we feel very differently about our jobs
and the state of the world. 

Frankly, we are enjoying our jobs. Navigating the
2008/09 financial crisis was no picnic, but it also
created tremendous opportunity. The worst is
over and the economy is on the mend, albeit
slowly. Stocks have recovered much faster than
expected, with the North American equity bench-
marks up 79 per cent and 125 per cent from 
their respective 2009 lows, including reinvested
dividends.1 More importantly, clients are being
rewarded for their patience and long-term orien-
tation, as our OB Model Portfolio has performed
better than the North American equity indices. We
believe that investors who see the benefits of tak-
ing a long-term approach will continue to thrive. 

We are struck by the differences in how people
see the stock market. Most, like our acquain-
tance, have a worried perspective and view the
market as seen in the first chart. There is no
doubt that the stock market is a volatile beast.

A smaller group of people, and fortunately many
of our clients, have a patient and more relaxed
perspective of the market as illustrated in the
second chart. 

Interestingly, both views of the stock market are
absolutely correct. The remarkable fact is that
the two charts represent the exact same data
plotted in a different manner. The first highlights
the year-over-year change in the stock market,
whereas the second illustrates the cumulative
performance. Why is this difference important?
Because how people see the market is one of the
most important determinants of long-term
investment success. 

odlum brown limited trust • vision • investment integrit y  

Odlum Brown Limited
Suite 1100 – 250 Howe Street 
Vancouver BC Canada  V6C 3S9 
Tel 604 669 1600  
Fax 604 681 8310
Toll Free 1 888 886 3586

information@odlumbrown.com  
odlumbrown.com

Kelowna  250 861 5700
Victoria  250 952 7777
Chilliwack  604 858 2455
Courtenay  250 703 0637
Campbell River  250 286 3151

Member-Canadian Investor Protection Fund

inside this issue

What You See is What You Get

> Page 1

Year-End Tax Tips and Deadlines

> Page 3

o b r e p o r t
> What You See is What You Get

december 2012

18
71

18
81

18
91

19
01

19
11

19
21

19
31

19
41

19
51

19
61

19
71

19
81

19
91

20
01

20
11

-60%
-50%
-40%
-30%
-20%
-10%

0%
10%
20%
30%
40%
50%
60%

18
71

18
81

18
91

19
01

19
11

19
21

19
31

19
41

19
51

19
61

19
71

19
81

19
91

20
01

20
11

$1
$10

$100
$1000

$10,000
$100,000

$1,000,000

$10,000,000
$100,000,000

$1,000,000,000
$114,981,852

S&P 500 Annual Performance (1871 – 2011)

S&P 500 Cumulative Performance (1871 – 2011)

Source: Wilson & Jones (North Carolina State Univ.) from 1871-1957; The Capital Group Cos. from 1958-1995;
Standard & Poor’s from 1996-2011.

Source: Wilson & Jones (North Carolina State Univ.) from 1871-1957; The Capital Group Cos. from 1958-1995;
Standard & Poor’s from 1996-2007; USInflationCalculator.com from 2008-2011.
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Wishing you a 

wonderful holiday 

season and a 

happy new year.

1 As of November 26, 2012.
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If the first chart reflects your perception of the
stock market, you will likely be less enthusiastic
to invest because returns in any given year
appear chaotic and arbitrary. Investors with this
market view tend to be more stressed and are
prone to overreact to the news of the day – they
are more likely to buy when the news cycle is
favourable and sell during pessimistic periods
and times of panic. Buying high and selling low is
a poor strategy for growing wealth, but this has
historically been the fate of most investors. 

However, if the second chart reflects your primary
perception, you recognize that the incredible
power of compounding more than makes up for
short-term volatility. A $1,000 investment in the
S&P 500 in 1871 grew to almost $115 million 
by 2011, which equates to an 8.7 per cent 
annualized return. Investors in this group tend to
be more relaxed and realistic about how true,
lasting wealth is created. 

It is important to keep in mind that owning a
stock means that you are a part owner in a busi-
ness. Stock prices are not arbitrary quotations
on a computer screen or figures in an invest-
ment statement. Many unsuccessful investors
do not understand or appreciate this important
distinction. Stocks rise over the long-term
because the businesses that they represent
grow their earnings and dividends, making them
more valuable over time. The main reason the
$1,000 investment in the S&P 500 compounded
to $115 million was because American businesses
created increasing amounts of valuable products
and services. This, in turn, generated immense
wealth for the owners of these businesses, the
shareholders. It takes years for businesses 
to build up their value – not days, weeks, or
quarters. Investors who are too focused on daily 

stock fluctuations tend to miss the real magic
from owning stocks: building wealth from the
growth of the underlying businesses. 

Angst over the fiscal cliff will likely fade soon,
much like the alarming 2011 debate about the
U.S. debt ceiling was forgotten. While there is 
little doubt that there will be a level of govern-
ment austerity in the near-term that will create
some resistance for the U.S. economy, many
headwinds have turned to tailwinds. Job growth
has accelerated from anemic levels. Consumers
are spending more and saving less after reducing
household debt to the lowest levels since 2003.
Housing prices are rebounding and banks are
increasing lending after boosting equity capital.
It can be easy to miss good news and other 
positive developments when one is too focused
on the pessimistic news of the day. 

There is no doubt that the stock market will
remain volatile, yet we are confident that the
businesses we own will grow and build value. 

How an investor perceives the stock market goes
a long way towards investment success or failure.
One way will cause more stress and make it
harder to get ahead while the other will enable
you to be more relaxed and help you build lasting
wealth. Same data, different results. How do you
see the market? 

We wish you a happy holiday season and a
relaxed and wealthy 2013.

felix narhi, cfa
director, senior equity analyst 
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“
A Festive Favourite

For the ninth consecutive

year, Odlum Brown is proud

to be the Presenting Sponsor

of the Festive Bach Cantatas

for Christmas at the Chan

Centre for the Performing Arts

on December 23.

Glorious voices and an 

exceptional orchestra make

this festive performance a

musical highlight for the 

holidays. This year’s after-

noon performance, directed

by Marc Destrubé, will feature

Shannon Mercer, Laura

Pudwell, Colin Balzer, Sumner

Thompson, and Early Music

Vancouver’s Bach Cantata

Project Players.

For ticket information, visit

earlymusic.bc.ca 
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Financial Planning

Odlum Brown’s commitment

to a long-term strategy is why

we offer our clients exclusive

access to Odlum Brown

Financial Services Limited.

Together with your Investment

Advisor, our specialists 

provide unbiased and 

up-to-date information to 

help guide our clients through

the complexities of:

• Retirement, Financial or 

Estate Planning

• Tax Planning

• Insurance

Contact your Odlum Brown

Investment Advisor or

Portfolio Manager for more

information. 

with december upon us, here are a number of tax considerations and deadlines to remember
for the 2012 tax year.

payments, expenses and other transactions

1. Tax-Loss Selling
Tax-loss selling entails selling investments with unrealized capital losses before year-end to offset 
capital gains realized during the year. Any remaining unused capital losses can be carried over to offset
capital gains from the three preceding years or in any future year. While this strategy may be advantageous
from a tax perspective, do not let the “tax tail wag the investment dog.” 

Place your trades before Christmas. To ensure that your capital losses can be reported in the 2012 tax
year, trades on Canadian securities exchanges must be placed no later than December 24, 2012 as
trades typically take three business days to settle. Different dates may apply to foreign exchanges.  

Beware of “superficial loss” rules. The capital loss on an investment will be denied if you buy an identical
investment during the period that begins 30 days before the sale and ends 30 days after the sale and
you still own that investment at the end of that period. These rules also apply if the identical investment
is purchased by or transferred to your spouse, RRSP, RRIF, TFSA or a company controlled by you or your
spouse. 

If you are caught by the superficial loss rules, the denied loss amount is added to the adjusted cost base of
the identical investment purchased, in essence deferring the loss until the ultimate year of disposition. 

2. Carrying Charges
Investment related expenses such as fees to manage non-registered accounts, safety deposit box
charges and interest paid on money borrowed for most investment purposes (other than in registered
accounts) must be paid by December 31 to be deductible in 2012.

continued on next page

item deadline notes

Tax Installments December 15 To avoid interest and penalties

1. Tax-Loss Selling December 24 To reduce net taxable capital gains

Charitable Donations December 31 To receive credit against 2012 taxes

2. Carrying Charges December 31 To deduct from 2012 income

Medical Expenses December 31 To deduct from 2012 income

3. RRSP Contributions March 1, 2013 To deduct from 2012 income

4. If you turn 71 in 2012:

• Final RRSP Contribution December 31 To deduct from 2012 income

• Convert to RRIF or Annuity December 31 To comply with legislation

5. RESP Contributions December 31 To receive 2012 Canada Education Savings Grants

6. RDSP Contributions December 31 To receive 2012 Registered Disability Savings Grants & Bonds

7. TFSA Contributions – See page 4 regarding withdrawals
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Odlum Brown Limited is an independent, full-service
investment firm focused on providing professional invest-
ment advice and objective research. We respect your right
to be informed of relationships with the issuers or strate-
gies referred to in this report which might reasonably be
expected to indicate potential conflicts of interest with
respect to the securities or any investment strategies dis-
cussed or recommended in this report. We do not act as a
market maker in any securities and do not provide invest-
ment banking or advisory services to, or hold significant posi-
tions in, the issuers covered by our research. Analysts and
their associates may, from time to time, hold securities of
issuers discussed or recommended in this report because
they personally have the conviction to follow their own
research, but we have implemented internal policies that
impose restrictions on when and how an Analyst may buy
or sell securities they cover and any such interest will be
disclosed in our report in accordance with regulatory poli-
cy. Our Analysts receive no direct compensation based on
revenue from investment banking services. We describe
our research policies in greater detail, including a descrip-
tion of our rating system and how we disseminate 
our research, on the Odlum Brown Limited website at
odlumbrown.com.

This report has been prepared by Odlum Brown Limited and
is intended only for persons resident and located in all the
provinces and territories of Canada, where Odlum Brown
Limited's services and products may lawfully be offered for
sale, and therein only to clients of Odlum Brown Limited.
This report is not intended for distribution to, or use by, any
person or entity in any jurisdiction or country including the
United States, where such distribution or use would be
contrary to law or regulation or which would subject Odlum
Brown Limited to any registration requirement within such
jurisdiction or country. As no regard has been made as to
the specific investment objectives, financial situation, and
other particular circumstances of any person who may
receive this report, clients should seek the advice of a reg-
istered investment advisor and other professional advisors,
as applicable, regarding the appropriateness of investing in
any securities or any investment strategies discussed or
recommended in this report.

This report is for information purposes only and is neither a
solicitation for the purchase of securities nor an offer of
securities. The information contained in this report has
been compiled from sources we believe to be reliable, how-
ever, we make no guarantee, representation or warranty,
expressed or implied, as to such information’s accuracy or
completeness. All opinions and estimates contained in this
report, whether or not our own, are based on assumptions
we believe to be reasonable as of the date of the report and
are subject to change without notice.

Please note that, as at the date of this report, the Research
Analyst responsible for the recommendations herein, asso-
ciates of such Analyst and/or other individuals directly
involved in the preparation of this report hold securities of
the issuer(s) referred to directly or through derivatives.

No part of this publication may be reproduced without the
express written consent of Odlum Brown Limited. Odlum
Brown Limited is a Member-Canadian Investor Protection
Fund.

Odlum Brown Limited respects your time and your privacy. If
you no longer wish us to retain and use your personal informa-
tion preferring to have your name removed from our mailing list,
please let us know. For more information on our Privacy Policy
please visit our website at odlumbrown.com.

please read our odlum
brown limited disclaimer & 
disclosure / it is important

contributions to registered plans

3. Registered Retirement Savings Plans (RRSPs)
The maximum RRSP contribution limit for 2012 is $22,970. Check your 2011 Notice of Assessment from
the CRA to find your RRSP deduction limit (also known as “contribution room”) for 2012. If you have a
considerable amount of contribution room or if you expect to be in a higher tax bracket in the near future,
consider making the maximum contribution this year, but claim the deduction over multiple years, depend-
ing on your expected taxable income.

4. RRSP Contributions After Age 71
Although you can no longer contribute to your own RRSP after December 31 of the year in which you
turn 71, you can contribute to a spousal RRSP if you still have contribution room and your spouse or
common-law partner is not older than 71 in the year of contribution.

5. Registered Education Savings Plans (RESPs)
The federal government provides annual Canada Education Savings Grants (CESGs) of up to $500 with a
lifetime CESG limit of $7,200 per beneficiary. Subject to the restriction outlined in the following paragraph,
beneficiaries aged 17 or younger who have unused CESG carry-forward room may receive up to a maximum
annual CESG of $1,000 if the account subscriber contributes $5,000 per year or more. 

If your child turned 15 in 2012 and you have not contributed at least $2,000 to date or at least $100 per
year in any of the four previous years, December 31 is your last chance to contribute $2,000 or more to
an RESP in order to be eligible for the CESG in 2012 through 2014 (ages 15-17).

6. Registered Disability Savings Plans (RDSPs)
RDSPs are tax-deferred savings plans to help provide long-term savings for individuals who are eligible
for the disability tax credit. Lifetime contributions of up to $200,000 can be made until the beneficiary
turns 59. There are no annual contribution limits and the contributions are not tax deductible. 

The federal government provides assistance in the form of Canada Disability Savings Grants (CDSGs) and
Bonds (CDSBs) until the beneficiary turns 49: 

• CDSGs of up to $3,500 per year with a lifetime limit of $70,000 are provided on a matching basis, 
based on the contribution amount and the beneficiary’s family income. 

• CDSBs of up to $1,000 per year with a lifetime limit of $20,000 are provided to low-income beneficiaries.
No contributions are required to receive the bond. 

RDSP holders may wish to contribute to an RDSP by December 31 to receive government assistance for
the current year. Any unused CDSG and CDSB room, however, can be carried forward for up to 10 years.

7. Tax-Free Savings Accounts (TFSAs)
There is no deadline for TFSA contributions as any unused contribution room is carried forward from 
one year to the next. However, withdrawals in any given year do not increase TFSA contribution room
until the following calendar year. Therefore, if you are planning to make a withdrawal in the near future, 
consider making it by December 31 to be able to re-contribute the withdrawn amount in 2013. 

When TFSAs were introduced in 2009, the annual contribution limit was set at $5,000, indexed to infla-
tion in $500 increments. So if you have not made any TFSA contributions to date, you could contribute
up to a maximum of $20,000 in 2012. Effective 2013, the first $500 increment will take effect, bringing
the annual contribution limit to $5,500.   

michael erez, cga, cfp, ba
financial and tax planner 
odlum brown financial services limited

odlum brown financial services limited is a wholly-owned subsidiary of odlum brown limited, offering life insurance products,
retirement, estate and financial planning exclusively to odlum brown clients.
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