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Description

The Canada Revenue Agency (CRA) is getting serious about taxing Bitcoin. Just recently, it reached a
disclosure deal with Coinsquare that forced the company to hand over user information to CRA
agents. Prior to that, it set up a “Cryptocurrency Section” of its audit department specifically to deal with
crypto investors. Broadly, these actions suggest that the CRA is getting serious about taxing
cryptocurrency. In this article, I’ll explore the ramifications of that fact for investors.

Crypto gains treated like any other capital gain

If you invest in cryptocurrency, you probably know by now that you have to pay taxes on realized
gains. The question is how much tax you’ll have to pay. For a long time, that was a legal grey area.
Canadian tax law wasn’t created in a world where cryptocurrency existed. Only recently has the
agency weighed in. And its conclusion was very favourable to investors.

Cryptocurrency is considered a digital asset in the CRA’s eyes. That means it is subject to capital gains
tax, which has a much better tax treatment than income. When you realize a capital gain, only half of it
is subject to taxation. That’s in contrast to employment and business income, which is 100% taxable.
So, thanks to the CRA’s tax treatment of crypto gains, you will pay much less tax on such gains than
you would on conventional income.

The bad news

The bad news is this: you will have to pay taxes on your crypto holdings when you sell them.

And you won’t be able to hide your holdings. Part of the reason why Coinsquare agreed to fork over
data to the CRA was because it was forced to by a court. So, there is now legal precedent for crypto
exchanges having to hand over customer data. Sooner or later, other major exchanges will follow suit.
As the courts have said, the CRA has the legal standing to demand it.
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A no-tax way to hold crypto

If you’re worried about taxes eating up your crypto gains, there’s some good news and some bad news.

The bad news is that any crypto you currently hold in a taxable environment is fully taxable. You do get
the capital gains tax break, which is very generous, but there’s no way to avoid taxation on realized
crypto gains.

The good news is that you can hold Bitcoin in a TFSA. That is, through a crypto ETF like Purpose 
Bitcoin ETF (TSX:BTCC.B). While Canadian banks still don’t offer an easy way to hold Bitcoin in a
conventional account, they do allow you to put ETFs like BTCC.B in a TFSA.

BTCC.B is a crypto fund that holds 100% of its portfolio in Bitcoin. A pure play in Bitcoin, it’s almost the
same as holding the coin itself. The only difference is that you pay a 1% fee on your holdings every 
year. When you hold, say, $50,000 worth of Bitcoin, $500 of it in a given year will go to the fund’s
managers. That’s not nothing. But compared to having to pay taxes on Bitcoin? It’s very little. So, by
holding BTCC.B in a TFSA, you skip all usual capital gains taxes in exchange for a 1% annual fee.
That seems like a fair trade.

CATEGORY

1. Investing
2. Tech Stocks

POST TAG

1. Editor's Choice

TICKERS GLOBAL

1. TSX:BTCC.B (Purpose Bitcoin ETF)

PARTNER-FEEDS

1. Business Insider
2. Koyfin
3. Msn
4. Newscred
5. Quote Media
6. Sharewise
7. Yahoo CA

Category

1. Investing
2. Tech Stocks

Tags

COMPANY NAME
Address | Phone | Link | Email

default watermark

Page 2
Footer Tagline

https://staging.www.fool.ca/company/tsx-btcc-b-purpose-bitcoin-etf/340199/
https://www.purposeinvest.com/funds/purpose-bitcoin-etf
https://www.purposeinvest.com/funds/purpose-bitcoin-etf


1. Editor's Choice

Date
2025/09/08
Date Created
2021/04/22
Author
andrewbutton

COMPANY NAME
Address | Phone | Link | Email

default watermark

Page 3
Footer Tagline



COMPANY NAME
Address | Phone | Link | Email

default watermark

Page 4
Footer Tagline


