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With weakness in housing supply, affordability challenges will 
continue. 

– Canada Mortgage and Housing Corporation, Housing Market Outlook Spring 2024

Households and businesses should also continue to be 
proactive, planning for higher payments when mortgages and 
other debt renew at higher interest rates.

– Bank of Canada, Financial Stability Report 2024

Homeownership in Canada
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1. Selling a property (or properties) to upsize

2. Selling a property to downsize

3. Selling a cottage or vacation home (second property)
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Reassess your financial circumstances
Upsizing the Family Home

Mortgages account for approximately 75% of 
household debt. 

Source: Statistics Canada. 

Ensure that you have the financial capacity. 

 Revisit your household’s budget

 Account for upfront costs and higher level of 
recurring annual expenses to maintain a larger 
home

 Prepare for an increase in mortgage payments
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Sourcing funds
Upsizing the Family Home

Unlike a first-time homebuyer, you may not have access to funds held inside an RRSP (Home 
Buyers’ Plan) or FHSA. 

The typical options available are:

 Cash in the bank

 Funds inside a TFSA or taxable account

 Home equity from your current home

The timing of this matters! Ensure the funds you need are secure and easily accessible. You 
may require additional funds to bridge any gap between closing dates. 
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Sale of your principal residence
• The principal residence exemption ("PRE") may be claimed by a taxpayer to reduce or eliminate any 

gain that results on the disposition of their principal residence

• To qualify for the PRE, the property must be:
• A housing unit
• Owned by the taxpayer (can be held jointly with another person); and
• Designated on the taxpayer's return in the year of disposition

• Only one PRE designation per year per family unit (couple and minor children)

• For each year of the designation:
• The owner must be a resident of Canada for all or part of the year, and
• The property must be ordinarily inhabited by the taxpayer, his/her spouse or common-law 

partner or child

• Designation must be reported in the taxpayer's return and form T2091 must be filed

Tax Considerations
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Sale of multiple properties
Tax Considerations
• More than one property that qualifies for the principal residence exemption ("PRE")?

• Sale of principal residence and/or a sale of an investment property to fund new home purchase

• The PRE is not available to shelter the gain on sale of an investment property
• Capital gain is taxable; capital loss on depreciable property is disallowed
• Recapture of previously claimed capital cost allowance (depreciation for tax purposes)

• Segregate respective values and cost base between land versus building for disposition purposes

• Federal Budget 2024 proposes to increase the capital gain inclusion rate from 50.0% to 66.7% in 
excess of gains of $250,000

• While not a market sale, where there is a change in use of a property (income producing to 
principal residence or visa versa) a taxpayer should be aware of the tax consequences

• Results in a deemed disposition; special elections can be filed to defer the disposition

$
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Reassess your financial circumstances
Downsizing the Family Home 

Upon retirement, on average 50% of an individual’s net 
worth is real estate. 

Source: FP Canada. 

By selling your property, you can unlock the home equity 
value which can provide greater financial flexibility.

 Debt repayment

 Lower recurring annual expenses to maintain a 
smaller home

 Net sale proceeds available for reinvestment
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Deploying funds
Downsizing the Family Home

It’s important to consider your investing goals and tolerance for risk, so that the net sale 
proceeds from your home can be invested appropriately. 
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Emerging Markets Equities

Long-Term Annualized Return Assumptions For Different Asset Classes

Source: FP Canada. These assumptions are intended as a guide and are appropriate for making realistic long-term (10+ years) financial projections. These 
Guidelines were established using a variety of reliable and publicly available sources, including the actuarial reports for the Quebec Pension Plan and Canada 
Pension Plan. They do not represent the individual opinion of Pembroke. 
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Sale and partial change in use
Tax Considerations

• Downsizing results in an ordinary disposition; may be eligible for the principal residence 
exemption

• Instead of selling the home outright, may begin to use part of a principal residence to earn 
income

• Partial deemed disposition of the property may be reported

• It is the CRA's administrative position to not apply this deemed disposition rule and consider 
that the entire property retains its nature as a principal residence where:

1. The income producing use is ancillary to the main use of the property as a residence;
2. No structural changes have been made to the property to accommodate the income 

venture; and
3. No capital cost allowance (depreciation for tax purposes) is claimed on the property
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Sales, gifts and estate planning considerations
Cottage and Vacation Properties

• Many families enjoy all seasons at cottages or ski chalets, or even own properties outside of 
Canada

• One or more vacation properties certainly adds a bit more complexity to one’s affairs
• Owning properties in addition to your principal residence will be a critical piece of 

your estate plan
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Sale of the family cottage or vacation property
Tax Considerations

• Principal residence exemption (“PRE”) may be available on the sale of the cottage or 
vacation property

• Recall qualifications for the sale of principal residence eligible for the PRE, in 
particular:
• What it means to ordinarily inhabit the property
• One principal residence per year per family unit  estimate capital gain per 

year for each property owned

• For properties located outside of Canada, foreign taxes may be triggered
• Special reporting, withholding and filing obligations may be required in the foreign 

country
• Sale of properties located outside of Canada may still qualify for the PRE
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Gifts and transfers of real estate
Estate Planning Considerations

• Gifts to family members, other than to a spouse or common-law partner, will be 
transacted at fair market value which may give rise to a capital gain

• Gift of principal residence versus investment property
• Best practice to obtain a proper valuation for the property

• Be cautious of transfers of (partial) ownership for consideration to family members, 
including transfers to spouse or common-law partner, to ensure adverse tax 
consequences do not apply to future income (in the case of investment properties) or 
capital gain

• Undertaking more complex estate plans, for example, transfer of a property to a 
corporation or trust will involve special tax planning expertise

• Added complexity for foreign properties 
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Gifts and transfers of real estate
Estate Planning Considerations

• Tax is one of many considerations for planning and executing an effective estate plan

• Must consider your beneficiaries and future management of the property
• Annual expenses, maintenance and future upkeep
• Family harmony
• Governance
• Consideration for future sale?

• Considering donating real property?  
• A donor advised fund at Canada Gives may help facilitate



Thank you for 
joining us!

Next Virtual Event: June 18 at 4:00 PM (ET)
Round Table Discussion with the Investment Team



pml.ca inquiries@pml.ca

Montreal

1002 Sherbrooke Street West, Suite 1700
Montreal, Quebec Canada
H3A 3S4

Telephone: 514-848-0716
Toll free: 1-800-667-0716

Toronto

150 King Street West, Suite 1210
Toronto, Ontario Canada
M5H 1J9

Telephone: 416-366-2550
Toll free: 1-800-668-7383



Disclosure & Disclaimer

Pembroke Management Ltd. is registered in Quebec, Ontario, Alberta, British Columbia and Manitoba as a Portfolio Manager and is registered in the United States as 
an Investment Advisor with the Securities and Exchange Commission. The firm is also registered with the Danish Financial Supervisory Authority and the Central Bank 
of Ireland. Pembroke Management offers segregated accounts governed by an investment management agreement for clients with $2 million or more to invest in a 
single account.  

Pembroke Private Wealth Management Ltd. is a member of the Mutual Fund Dealers Association and a wholly owned subsidiary of Pembroke Management Ltd., 
which serves clients with $100,000 or more to invest across multiple accounts. 

This presentation is for educational purposes only and does not constitute investment, legal, accounting, tax advice or a recommendation to buy, sell or hold a 
security. It is only intended for the audience to whom it has been distributed and may not be reproduced or redistributed without the consent of Pembroke 
Management Ltd. This presentation, and any discussion thereof, does not constitute an offering of securities or an offering of any kind. Please read the Prospectus or 
Fund Facts or Term Sheet document before investing.

Investment performance assumes reinvestment of dividends and capital gains and is net of transaction costs and net of all other fees, excluding management fees. 
Performance results will be reduced by the fees applicable to the individual client and no assurance can be given that an investor will not lose invested capital. Past 
performance is not indicative of future returns.

Pembroke funds use indices prepared by third parties as benchmarks. FTSE Russell is a trading name of FTSE International Limited (“FTSE”) and Frank Russell 
Company (“Russell”) and their respective subsidiary undertakings, which are members of the London Stock Exchange Group plc group. The Russell 2000 is a market 
cap-weighted index that includes the smallest 2,000 companies covered in the Russell 3000 universe of US-based listed equities. The index is designed to be broad 
and unbiased in its inclusion criteria and is recompiled annually to account for the inevitable changes that occur as stocks rise and fall in value. Russell refers to the 
various indices copyrighted and trademarked by the Frank Russell Co. The S&P/TSX Composite is the headline index for the Canadian equity market. It is the 
broadest in the S&P/TSX family. The S&P/TSX Completion Index is comprised of the constituents of the S&P/TSX Composite Index that are not included in the 
S&P/TSX 60 Index. The S&P/TSX Small Cap Index is an investible index for the Canadian small cap market. The FTSE Canada Indices comprise of a series of 
benchmarks which are designed to track the performance of bonds denominated in Canadian Dollars. The FTSE Canada Universe Bond Index is the broadest and 
most widely used measure of performance of marketable government and corporate bonds outstanding in the Canadian market. The MSCI All Country World Index is 
a global equity index that measures the equity performance in both the developed and emerging markets.


	Preparing for a �Real Estate Sale
	Speakers
	Homeownership in Canada
	Table of Contents
	Upsizing the Family Home
	Upsizing the Family Home
	Tax Considerations
	Tax Considerations
	Downsizing the Family Home 
	Downsizing the Family Home
	Tax Considerations
	Cottage and Vacation Properties
	Tax Considerations
	Estate Planning Considerations
	Estate Planning Considerations
	Thank you for �joining us!
	Diapositive numéro 17
	Disclosure & Disclaimer

