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Tax Update
Canada and the US are trying to scale back the pandemic spending over the last few years and find new sources of tax
revenue to pay back the deficits created. Canada has a focus on supporting the middle class such as the new first-time taxfree home savings account which is expected to be introduced in 2023. There has also been a key theme in transparency
with increased disclosure for trusts and aggressive tax planning.
Tax Loss Selling
Tax loss selling is a year end tax strategy where you tally up any realized capital gains and losses in all of your taxable
non-registered accounts. If there is an overall net capital gain, you would consider triggering some capital losses to offset
the gains that were realized in the current year to reduce your current year tax liability.
Tax Loss Harvesting
By disposing of securities with accrued capital losses, investors can help offset taxes otherwise payable in respect of other
securities that were sold at a capital gain. The proceeds from the sale of these securities can then be reinvested in
different securities with similar exposures to the securities that were sold, in order to maintain market exposure. If capital
gains are not available in the current year, the realized losses may be carried back for three years to shelter gains realized
in those years or carried forward to reduce capital gains in upcoming years. The ability to recognize a capital loss for tax
purposes may be restricted in certain circumstances, including where the acquired security is identical to the security that
is sold. Investors should not repurchase the loss security within 30 days of the loss sale. Investors should consult their own
tax advisor to ensure that restrictions do not apply.
Important dates to remember: December 28, 2022 – Last day for Canadian and U.S. tax-loss selling (with T+2 settle)
ETF advantages
Exchanges traded funds (ETFs) are effective tools for investors to help navigate these uncertain markets and can be used to
help crystallize loss from a tax perspective. ETFs provide low cost, diversified portfolios that are great for tax harvesting
since there are many solutions that provide different sector exposure and or similar exposures to many popular securities.
Please note the tables below are used for illustrative purposes only, where losses are calculated based on year-to-date. For
tax purposes, capital losses are based on the difference between price sold and book value.
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Canadian Equities

Source: Bloomberg Oct 11th, 2022

US Equities

Source: Bloomberg Oct 11th, 2022

Fixed Income

Source: Bloomberg September 30th, 2022

For more on this topic please review BMO ETFs: Tax-Loss Harvesting Guide 2022
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To listen to BMO ETF podcasts please visit bmoetfs.ca.

BMO ETF podcasts are also available on

Source: Bloomberg, All returns and data points November 2022.
This article is for information purposes. The information contained herein is not, and should not be construed as, investment, tax or legal advice to any party. Particular
investments and/or trading strategies should be evaluated relative to the individual’s investment objectives and professional advice should be obtained with respect to
any circumstance.
S&P®, S&P/TSX Capped Composite®, S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”) and “TSX” is a trademark of TSX Inc. These
trademarks have been licensed for use by S&P Dow Jones Indices LLC and sublicensed to BMO Asset Management Inc. in connection with the ETFs. The ETFs are not
sponsored, endorsed, sold or promoted by S&P Dow Jones LLC, S&P, TSX, or their respective affiliates and S&P Dow Jones Indices LLC, S&P, TSX and their affiliates make no
representation regarding the advisability of trading or investing in such BMO ETF(s).
The BMO ETFs or securities referred to herein are not sponsored, endorsed or promoted by MSCI Inc. (“MSCI”), and MSCI bears no liability with respect to any such BMO
ETFs or securities or any index on which such BMO ETFs or securities are based. The prospectus of the BMO ETFs contains a more detailed description of the limited
relationship MSCI has with BMO Asset Management Inc. and any related BMO ETFs. Commissions, management fees and expenses all may be associated with
investments in exchange traded funds. Please read the ETF Facts or prospectus of the BMO ETFs before investing. Exchange traded funds are not guaranteed, their values
change frequently and past performance may not be repeated.
For a summary of the risks of an investment in the BMO ETFs, please see the specific risks set out in the BMO ETF’s prospectus. BMO ETFs trade like stocks, fluctuate in
market value and may trade at a discount to their net asset value, which may increase the risk of loss. Distributions are not guaranteed and are subject to change and/or
elimination. BMO ETFs are managed by BMO Asset Management Inc., which is an investment fund manager and a portfolio manager, and a separate legal entity from
Bank of Montreal. ®
™Registered trademarks/trademark of Bank of Montreal, used under licence. ®

