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Canadians find comfort investing close to home. According to a 2014 study by the International 
Monetary Fund, Canadian stocks accounted for less than 4% of total global equity market 

capitalization, yet the average Canadian investor allocated close to 60% of their equity portfolio to 
domestic stocks.

Canadians are not alone in this regard. The preference to invest in one’s own backyard is a worldwide 
phenomenon, rooted in our natural tendency to take comfort in the familiar. Some studies suggest that home
country bias is even more extreme in the United States, with upwards of 70% of American portfolios concentrated
in local market stocks.

In theory, our affinity for familiar or well-known investments can be detrimental to our financial health. By
staying close to home and/or investing in businesses that are familiar, investors could potentially miss the
benefits of diversification. Foreign firms and less-familiar businesses often have attributes that can enhance
portfolio returns, reduce risks or both.

Indeed, Canadians who diversified outside of Canada have been served very well in recent years. Over the last
decade, Canadian stocks produced a total return of just 124%, whereas the MSCI Global Index yielded a total
return of 240%. American stocks have done even better, with the S&P 500 Total Return Index appreciating by
354% over the same period.*

Nonetheless, our natural familiarity bias can be a good thing, as financial theory and human nature don’t 
always mix well in the real world. When we venture too far outside our comfort zone, we are more likely to
make costly emotional mistakes. This is especially true during times of market turmoil.

Our experience has taught us that familiarity is often the best defense against emotional mistakes during market
corrections. Investors are more likely to hang on to a familiar business during a market storm. We are naturally
less inclined to panic when we know others share our misfortune. As they say, misery loves company. We are
also more likely to believe that external factors beyond our control are responsible for our discomfort.

Conversely, when less-familiar stocks are caught in a market downdraft, we are more likely to have doubts,
blame others or ourselves for the hardship, panic and sell.

Consequently, we believe investors would be wise to concentrate their investments in familiar companies. 

While it’s okay to have some investments in less-familiar businesses, it’s probably best not to have too many.
Ask yourself, what balance between familiar and unfamiliar securities will make you comfortable during the
next inevitable market setback?

While it can be difficult to adequately and appropriately diversify an equity portfolio with domestic stocks
alone, Canadians are fortunate to be very familiar with many wonderful American companies. Not only is the
U.S. stock market much larger than Canada’s, but there are many American-listed companies that offer significant
global diversification via their international operations. 

The caveat or caution to our view that investors should focus on familiar businesses, is that the most familiar
businesses of an era can become too popular and pricy. That was the case with Canadian Resource stocks a
decade ago, Technology and big American stocks at the turn of the century and the Nifty 50 group of most
popular stocks on the New York Stock Exchange in the early 1970s.                              Continued on next page
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Taking a Closer Look at Property and Related Taxes

ODLUM BROWN FINANCIAL SERVICES LIMITED

In addition to basic annual property taxes, five property-related taxes have been introduced or increased in BC since 2017. Have you ensured all your 
filings are current?

If you own a non-principal residence, a higher-value property, a property left vacant for part or all of the year or held a BC property through a foreign entity or taxable corporation,
the recent tax changes may impact you. Furthermore, life changes such as a medical event, work relocation or death impacting one or more property owners may alter your tax
exposure. Since significant penalties can result from failing to comply with tax and disclosure requirements, consider seeking professional tax advice to manage your tax exposure.

The following table highlights some features relating to the recent tax changes.  

City of Vancouver
Empty Homes Tax1

2017

1% of assessed
value.

One owner must 
file a declaration, due 
February 4, 2019 for 

2018 taxes.

Penalties for false 
declarations of up to
$10,000 per day; 

late filing 
penalty of $250.

$40,000/year

BC Speculation and
Vacancy Tax2

2018

2018: 0.5% of
assessed value.

2019 onward:
2% for foreign owners 
or ‘satellite families.’6

0.5% for Canadian
citizens or permanent 
residents not part of a

‘satellite family.’

Each owner/interest
holder must file an annual
declaration, due March 31,

2019 for 2018 taxes.

2018 tax due July 2, 2019.
Tax credits may reduce 

tax payable.

Highest rate applied if held
through a corporation with

multiple owners.

$20,000 to 
$80,000/year, less 

tax credits

Additional BC Property
Transfer Tax5 – Foreign
Entities and Taxable

Trustees

Additional PTT:
20% of the proportionate
share of the residential 
portion of FMV of the 

property being transferred 
if you are a foreign
national, foreign 

corporation or taxable
trustee.

Participants in 
tax avoidance can be

penalized: 
tax plus interest; 
double the tax; 
fines up to

$100,000/$200,000
(individuals/corporations);

and up to 
two years in prison.

$800,000/transaction

Additional BC School Tax3

on High-Valued Properties

0.2% of residential
portion assessed

between $3 million and 
$4 million; 0.4% of

portion over $4 million.

Paid annually with 
regular property tax.

Homeowners may be 
eligible for Property

Tax Deferral.10

$2,000/year

BC Property Transfer Tax4

(PTT) and surtax

Rate increased in

Regular PTT:
1% on first $200,000 Fair
Market Value (FMV);7 2% 

on FMV portion over
$200,000, up to $2 million;

3% on portion over 
$2 million.

PTT surtax: 2% on
residential portion of FMV

over $3 million.

Paid by purchaser 
when property transfer is

registered.

$118,000/transaction

Tax Rate

Filing details
and penalties

Example of potential 
tax on a nonexempt 
$4 million property

Geographic Area City of Vancouver
Several exclusions, 
Refer to footnote.8

Several exclusions, 
Refer to footnote.9

Tax Frequency

While we don’t think popular and familiar businesses are too expensive today, it’s quite possible they will become overvalued down the road. In the interim, we believe
investors would be wise to concentrate on familiar businesses. When the risk of emotional mistakes is considered, the better discipline that flows from the comfort of 
familiarity outweighs the diversification benefits of less-familiar investments.

MURRAY LEITH, CFA

Executive Vice President and Director, Investment Research
@murrayleith

* All figures are as of May 15, 2019 and are converted to Canadian dollars.
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Exemptions and Reductions
Some tax relief may be available through exemptions or reductions, such as those included in the partial list below.

Reserve or Treaty Lands: Holding a rental, speculation or vacation property on reserve or treaty lands may be
more tax-effective since these are not included in the taxable region for the Empty Homes Tax, BC Speculation
and Vacancy Tax or Additional PTT (regular PTT and property tax including school taxes can still apply on 
reserve and treaty lands).

City of Vancouver Empty Homes Tax Exemptions: Unless a property is an owner’s principal residence, part
of the property must be occupied at least six months a year by the owner, a friend, family member or other
permitted occupier as a principal residence, or tenanted at least six months a year in periods of 30 days or
more, unless another exemption is obtained.

Other exemptions include: where the owner’s principal residence is outside Greater Vancouver, but they work
full-time in Greater Vancouver at least six months per year; where all occupants reside in a hospital or care 
facility; where an estate is awaiting a grant of probate or administration; where the property is undergoing
major renovation or redevelopment; where maximum rentals have been reached under certain restrictive
rental bylaws; where the property was sold; or where a court order or other situation restricts occupancy.
However, time and/or other limits apply to each exemption.

BC Speculation and Vacancy Tax: Owners who live in the home as their principal residence or rent part or 
all of it out at least six months per year during 2019 in periods of one month or longer are usually exempt. 
Residential properties owned by housing co-ops, registered charities and certain other entities are also exempt.
Property recently inherited or purchased, vacant due to medical treatment, owned by spouses separated for
work, medical reasons or recently separated or divorced or those meeting other criteria, may also be exempt
for certain time periods. Exemptions are determined per owner (not per property); any non-exempt co-owners
pay tax on their percentage ownership. Tenancy requirements differ for Canadian owners versus foreign/satellite
family owners.

Tax credits may partly or fully offset tax. A credit up to $2,000 is available for Canadian residents; foreign 
owners/satellite families may reduce their 2% rate to as low as 0.5% through a 20% credit on BC income.

BC School Tax: Eligible farm, industrial or Agricultural Land Reserve properties may get a 50-60% school tax
reduction.

BC PTT, PTT surtax and additional PTT: PTT exemptions generally apply to additional PTT, and special rules
for farm or mixed-use residential property may reduce tax. A confirmed BC Provincial Nominee may claim one
exemption from the PTT surtax.

For more information, please contact your Odlum Brown Investment Advisor or Portfolio Manager.

HEATHER RIVERS, BA, CFP®, FMA

Communications and Education Specialist 
                         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.

1 Vancouver.ca/home-property-development/empty-homes-tax.aspx
2 gov.bc.ca/gov/content/taxes/property-taxes/speculation-and-vacancy-tax/faq-speculation-and-vacancy-tax
3 gov.bc.ca/gov/content/taxes/property-taxes/annual-property-tax/school-tax
4 gov.bc.ca/gov/content/taxes/property-taxes/property-transfer-tax
5 gov.bc.ca/gov/content/taxes/property-taxes/property-transfer-tax/additional-property-transfer-tax/bc-areas
6 gov.bc.ca/gov/content/taxes/property-taxes/speculation-and-vacancy-tax/exemptions-speculation-and-vacancy-tax/individuals/international-income#satellite-family
7 Fair Market Value (or FMV) is the property price that would be paid in the open market on the date of registration by a willing purchaser to a willing seller.
8 Generally: Capital Regional District; Metro Vancouver Regional District; Districts of Lantzville and Mission; Cities of Abbotsford, Chilliwack, Kelowna, West Kelowna and 

Nanaimo. Exempt areas include islands accessible only by air or water, Salt Spring Island, Juan de Fuca Electoral Area, Southern Gulf Islands, Bowen Island, Village of Lions
Bay and Electoral Area A, but including UBC and the University Endowment Lands.

9 Capital Regional District; Fraser Valley Regional District; Metro Vancouver Regional District; Regional District of Central Okanagan; and Regional District of Nanaimo.
10 gov.bc.ca/gov/content/taxes/property-taxes/annual-property-tax/defer-taxes

If you own a non-principal residence, a

higher-value property, a property left

vacant for part or all of the year or held

a BC property through a foreign entity

or taxable corporation, the recent tax

changes may impact you.

“

”

https://vancouver.ca/home-property-development/empty-homes-tax.aspx
http://gov.bc.ca/gov/content/taxes/property-taxes/speculation-and-vacancy-tax/faq-speculation-and-vacancy-tax
https://www2.gov.bc.ca/gov/content/taxes/property-taxes/annual-property-tax/school-tax
https://www2.gov.bc.ca/gov/content/taxes/property-taxes/property-transfer-tax
https://www2.gov.bc.ca/gov/content/taxes/property-taxes/property-transfer-tax/additional-property-transfer-tax/bc-areas
https://www2.gov.bc.ca/gov/content/taxes/property-taxes/speculation-and-vacancy-tax/exemptions-speculation-and-vacancy-tax/individuals/international-income#satellite-family
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DISCLAIMER & DISCLOSURE

Odlum Brown Limited is an independent, full-service 
investment firm focused on providing professional 
investment advice and objective research. We respect

your right to be informed of relationships with the issuers or
strategies 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 
discussed or recommended in this report. We do not act as a
market maker in any securities and do not provide investment
banking or advisory services to, or hold significant positions
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 policy. Our Analysts
receive no direct compensation based on revenue from 
investment banking services. We describe our research 
policies in greater detail, including a description 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 registered 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, however, 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, associates
of such Analyst and/or other individuals directly involved in
the preparation of this report may 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 
information 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.

4

Odlum Brown in the Community
We are committed to supporting initiatives that matter to our communities. With the arrival of summer,
we are excited to sponsor these upcoming events:

Bard on the Beach
June 5 – September 21, 2019
Vancouver, BC

We are pleased to be the Presenting Sponsor of Family
Days for the 30th anniversary season of Bard on the
Beach Shakespeare Festival. Bard is Western Canada’s
largest not-for-profit professional Shakespeare festival,
presenting Shakespeare plays, related dramas and
special events in the magnificent waterfront setting of 
Vancouver’s Vanier Park. Previously titled “Family 
Nights,” this year we partnered with Bard to offer

“Family Day” matinee performances on July 6 and August 10 and 24. Performances will feature a hilarious
Wild-West love story, where two fierce kindred spirits finally meet their match in each other. This ‘spaghetti
western’ version of The Taming of the Shrewwill leave you laughing out loud! Family Days are filled with 
family-friendly activities and an exclusive pre-show talk designed just for kids. For more information, visit
bardonthebeach.org.

Canucks Junior Golf Week
July 2 – 9, 2019 
Throughout BC

We are proud to once again partner with the PGA of BC as the Presenting Sponsor of Canucks Junior Golf
Week. Now entering its sixth year, this week-long event is open to children and youth aged 5-18 at dozens of
golf facilities throughout BC. Participants will learn the fundamentals of the sport and the benefits of staying
active while making new friends and developing important life skills such as honesty, sportsmanship, responsibility,
integrity and respect. Single-day certified PGA of BC-instructed golf camps are open to golfers of all skill levels
in their respective communities. Visit canucks.com/golfweek for more information.

Andrew McNee & Jennifer Lines, The Taming of the Shrew (2019) 
Photo & Image Design: Emily Cooper

https://bardonthebeach.org/
https://canucks.formstack.com/forms/cjgw19



