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“In three words I can sum up everything I've learned about life: it goes on.”
~Robert Frost
We entered July with uncertainty due to the swirling aftermath of the June
Brexit vote. As July closed investors realized life, for the most part, is good.
We can look past the news and understand life does go on.
In Canada the angst brought on by the world issues wilted and washed away in
July as the markets rallied and the TSX composite index rose 3.68% despite a
drop in oil prices. Equity markets rallied in July with the strong U.S. economic
data.1 The creation of 277,000 in the U.S. pushed markets to record highs despite mixed quarterly earnings. Gold prices strengthened on the political uncertainty surrounding Britain’s exit from the European Union. The Canadian bond
market - as measured by the FTSE TMX Canada Universe Bond Index - gained
0.8%.2
Clinton slams Trump; Trump slams Clinton... Brexit news seems to have taken
second stage to the U.S. presidential race and the political discontent shaping
up. Despite the political shenanigans all the U.S. indexs rose; the Nasdaq had
a strong performance of 6.60%. Even with the positive growth in July the U.S.
Federal Reserve kept interest rates unchanged.
The Canadian Federation of Agriculture (CFA) president Ron Bonnett states
that trade deals are uncertain in some areas of Canada due to the Brexit vote
and looming U.S. election.3 With all the information economic growth in Canada is expected to lag that of the U.S., and as such, interest rates are likely to
remain low until the second half of 2017, even if the U.S. Federal Reserve
raises rates this year. Although the Canadian unemployment rate has been declining for the past few months on a month-over-month basis, the decline has
been uniform, with Alberta and most of the Maritime provinces in a rising unemployment trend. Growth in Western Canada is heavily influenced by the
price of oil and the strength of the U.S. economy. However, while oil appears
to have stabilized and the U.S. economy remains generally on track, it is expected the repercussions of the devastating wildfires around Fort McMurray
could have a negative economic impact on Canada in months ahead.4
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The ABCs of how to withdraw from your RESP
It’s the final month of summer and that has parents and students
thinking about their last few weeks of carefree fun.
Some student’s entering the fall of 2016 know their life is about to
really change. Some students have decided they want to review life
by searching out opportunities in the work force, while others are
planning to continue their studies and are getting gearing up for
their post-secondary education.
It’s an exciting time in the family. Parents quickly realize their child
is on the brink of adulthood and their years of contributing to a
RESP will now help offset their child’s education; in the same moment the child starts to realize their hopes and dreams are about to
unfold and now they understand the costs associated with an education and becoming independent. Both
scenarios involve money and if you are fortunate enough to have some funds set aside in a RESP for your
child it is important for everyone involved to understand the rules and strategies for withdrawing the
funds.
First there are two different types of money in the RESP account:
1) Contribution Amount: is the sum of all the contributions you made to the account over the years.
2) Accumulated Income: is made up of the grants, capital gains, interest, dividends earned in the account. Any money not contributed is considered to be accumulated income.
Understanding the two types of money is important because taxation of withdrawals from the contribution portion is different than withdrawals from the accumulated income portion.

 Contribution withdrawals are not taxed.
 EAP (educational assistance payments) which are withdrawals of accumulated income, are taxed as

income in the hands of the student which is good since they typically have a lower tax bill.
* NOTE: there is no withholding tax on any kinds of RESP withdrawals, so if the student ends up
in a taxable situation, they will be responsible to pay the taxes at tax filing time.

A withdrawal limitation:
One rule to understand - you are only allowed to withdraw $5,000 of the accumulated income (EAP) in
the first 13 weeks. After 13 weeks, you can withdraw as much accumulated income as you wish. There
are no limits to withdrawals from the contribution portion as long as the child is attending school.
Basic RESP withdrawal information:

 Try to withdraw as much accumulated income money (EAP) as you can tax free. A good tip is to ask
for more since withdrawals are not as convenient as retrieving funds from your chequing account.

 The RESP can be used for one degree (approved course) and extra funds can kept in the account for
future education opportunities that meet the guidelines.

 The account can be open for 35 years after the year in which the account was opened. So don’t collapse it until all schooling is totally ruled out.

When it comes time to withdraw your RESP funds make sure you speak with your advisor to avoid any
errors that could cause tax consequences to the parent or child.
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