
TAX-SMART INVESTING®

In a country like Canada, where taxes 
can be almost 50% of your taxable 
income, saving taxes should always be 
a priority. 

At AIC, our investment approach 
incorporates tax planning to minimize 
your investment tax bill each year. 
This approach to maximize your 
after-tax returns is evidenced by our 
commitment to tax-smart education, a 
strong corporate philosophy grounded 
in tax minimization and our tax-smart 
investment products. 

A tax-smart portfolio is a portfolio 
that focuses on maximizing after-tax 
investment returns. After all, it’s not 
how much you earn, but how much 
you keep that matters most. 

AIC believes in maximizing after-tax 
wealth (i.e. your bottom-line cash 
flow). We are proud of being Canada’s 
tax-smart investment manager and a 
committed educator of Canadians in 
matters of investing, tax planning and 
an integrated tax-smart investment 
approach.
®- Tax-Smart Investing is a registered trademark 

of Kurt Rosentreter, licensed to AIC Limited.
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HEALTH, WEALTH AND LEARNING
By Tim Cestnick, Managing Director, and Suzanne Schultz, Associate Vice President, 
Tax and Estate Group, AIC Limited.

The 2004 federal budget represents the first for Finance Minister Ralph 
Goodale, and the first under a Liberal government led by Paul Martin. This 
year’s budget represents the seventh consecutive balanced budget, despite the 
fact that economic activity slowed in 2003. Gross Domestic Product (GDP) 
grew by just 1.7% in 2003, a lower figure than the 3.2% growth that had been 
forecast by the private sector at the time of  last year’s federal budget. Greater 
growth of  2.7% is expected in 2004 due to solid domestic fundamentals, lower 
interest rates and an expected stronger U.S. economy.

For 2003-04, a federal surplus of  $1.9 billion is expected (down from a 
surplus of  $7 billion in 2002-03). This budget maintains the annual $3 billion 
contingency reserve and restores $1 billion in economic prudence in 2004-05 
and 2005-06 to provide greater assurance that the rolling two-year balanced 
budget targets will be met. The contingency reserve will be used to pay down 
the federal debt if  it’s not needed to deal with unforeseen circumstances.

At the time of  writing, our federal debt is $504 billion. That’s approximately 
$15,950 of  debt for every man, woman, and child living in Canada. The 
federal debt-to-GDP ratio in 2003-04 is expected to be 42%, down from a peak 
of  68.4% in 1995-96. The intention of  the government is to bring this ratio 
down to 25% within 10 years, in order to be in a better position to deal with 
pressures relating to an aging population.

The 2004 federal budget focuses its attention on three key areas: Health care, 
education and a balanced budget.

In the area of  health care, this budget confirms:

•   An additional $2 billion for the provinces and territories for health, bringing 
to $36.8 billion the funding provided under the February 2003 First 
Ministers’ Accord on Health Care Renewal.

•   Establishment of  a new Canada Public Health Agency as a focal point for 
disease and emergency response, with immediate funding of  $665 million 
(in addition to $400 million to be transferred from Health Canada to the 
new agency).
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AIC’s STRATEGY FOR SUCCESS:

BUY. 

A simple summary of  our approach to mutual 
funds at AIC is this: choose the right heroes 

and keep the faith. We buy into excellent 
companies – the best of  the best – in strong, 

long-term growth industries and we hold these 
investments for the long run. The goal is a 

better rate of  return for our clients.

HOLD.

Stand for nothing and you are likely to fall for 
everything. The truth is, bears, bulls and other 

unpredictable market influences eventually 
disappoint short-term investors who focus 
on share prices rather than a company’s 

true worth. At AIC, we stick with the quality 
businesses in which we invest.

AND PROSPER.

Prosperity to us means meeting the three 
objectives of  investing. It means preserving 
your principal over the long term. It means 
growing your money at a good rate. And it 
means protecting your investment from the 

ravages of  taxes. It’s really quite simple. And 
the results over the long term are something 
to behold. Of  course, what you do with your 

prosperity in the end is up to you. 


