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Man at work, or money at work?

Venlta Van Caspel, U.S.-basec
economist, certified financial plan
ner, and author of The Power ]
Money Dynamlcs, says in her book
that there are three chief sources of
income,
- The first Is you al work, However,

there wil come a time when
regardless of how badly you want {o
work, the world will not let you. I
will retire you.

The secomd source is yaur money
al work. If you make Fmper
reparation and tum some o your

come into growing investments, n
time will come when you will no
langer have to work for Your money;
¥ou will be able to trade places with

Back a Fighter

your maney ond let your motiey
work for you. Income from capital is
immensely more secure than in-
come from labar.

The third source of
charity.

" Man at work, money at work,
charity - which source do you want
to depend on when you relire? Since
'man at wark™ may not be an oplion
open Lo you and “‘charity’ has rarely
brought  happiness, apply your in-
telligence toward assuring yoursell
that there is sufficlent “money al
work™ to retire in financial dignity,
This Is where a registered retire
ment savings plan can help provide
sufficient “money at work',

A registered retirement SAVINgs
tan, more commonly called an
LtRSP, is sim Ji;‘ o tax-deferred in-
vestment  vehicle allowing  Invest-
ment of pre-tax funds with a view to
wsing aceumulated funds as retire-
ment income. Not only are contribu-
tions deductible - within specified
limits - but the income of the plan is
not  taxable until the funds are
withdrawn from the plag,

Contribution limits for the
taxation yearare:
1} Individuals who save through
RRS5Ps only: RRSP contributions

income  is

1534

TAX RETURNS
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YOU THINK. YOU’LL
WISH YOU HAD A
R.R.S.P.

‘The Cash Developer

ot exceeding 20 per cenl of camed
income, up Lo o maximum of 57,500,

2) Members of employers' pension
plan and/or deferred profit sharing
plans: RISP contributions nol ex-
ceeding 20 per cont of earned in-
come, up to a maximum of %3500
reduced by contributions to
registered pension plans.

Proposals to further increase con-
tributlon limils of these plans are
under review,

on RIASPs

Other points
hold as many

remember are:
®Individuals may

RRSP accounts as they wish, wit

any number of financial Institutions,

® RRASP accounts are fully tronsfer-
rable, tax frce te another RRSP ac.
count.

® Il rn RRSP is cashed in, |t gets add-
od 1o Income for that year and is fui-
ly loxnble at your currenl personal
Lax rate, This can be an advaniage if
the RHSP was loken In g year when
you had a high taxable income, and
then withdrawn in a year with low
taxable income. Conversely, if your
taxable income hos increased over
the years, then you will ¥y more
lox on your origlnal RHSP ‘deposii
plus on any growth. This will be
more than the tax you saved when
you made the original contributlon.

®A spousal RRSP can help to
equalize the amount of retireinent
Income both hushand and wife will
receive and te take advantage of
lower marginal tax rates. When the
plan’s funds are reccived by the
spouse, they will be included in the
spouse’s {ncome provided thal no
contributlons te a spousal plan have
been made in the year the funds are
withdrawn or the immediately two

to

preceding years.,

For n nct cost of less thon $75.00
Per wedek, an  individual ean Pul
away $.000 cach year for retire
ment. Let's put this money to work
and see what this really means over
a long period of time.

Now thal you have g $6.000 RSP
which oaly cost you $3.890.90, it is
tme to decide how hard your RSP
should work. The amswer to that is:
“as hard as you do"',

A recent  telephone survey of
banks and trust companjes shawed
current interest rales |n effcet rang-
Ing from 7.75 per cent up lo 9.50
cent for non-redeemable RRSP ne.
counts, These rates are Puaranteed!
They also leck you in for periods of 1
195 years.

A survey of top RRSP qualified
mutual funds shows average annual
Compound rates of returns over the
past 10 years ranging from 17 per
cenl to 22 per cenl. These roies are
nol guarnnteed! They are not locked
Jnnndmnb-:-mm'ﬂdulnn}-tlmc.

For comparison purposes, lot's be
gencrous and take the highest
guaranteed rate of 9.5 per cent and
be conservative on the mutual fund
and use n rote of 15 per cent less the
maximum one time front end ac.
quisition fre of 9 per cent and com-
pound over a 25 year period.

RESULTS FOR GUARANTEED
RETLRN:

Amount invested
Hate of relurn 9.5%,
Fulure value in 25 vears $58,010.00
RESULTS FOR Ni( IN-GUARANTEED
RETURN:
Amotnt invested

$6,000.00

$6,000.00

B4, 00
35,460 00

Acquisition fee at 9%
Net amount invested
Estimated rate of retumn 15%
Estimated value in

2 yenrs $179,737.00

Where do you think your money
hns the greater opportunity to work
as hard as you do?

Even if you selected a very conser-
vatlve mortgage and Income [und
with an average retwrn of 17 per
cent, the estimated value tn 25 years
on the net investment is $92,820.° A 80
per cent better refum for only a 25
per cent difference in interest rales,

Since there are hundreds of Invest-
ment funds to choese from, 'ruu:'#ro-
fessional financial planner can elp
you decide which i3, the muost
suitable for you, ’

Finally, il you think that it is net
necessary to  maximize  your
reiurns, then consider this, _ ;

Al ‘an aversge Inflgtion rate of 3
per cent per year, the purchasing
rower of 31 in 25 years will be 23
zents! Hard lo believe [sn't it T

hrirr father bought a brand new
Ford in 1959 for $2,700. That was 30
years ago and the same style cap to-
day sells for almost $20.00p. That
works oul-te an average annual in--
flation rate of almost 7 per cent per
year,

Therefore, $53,0010 In 25 years at 5
per cent per year inflation will have
& purchasing power in today's dollar
of $58,010 x .28 = $16.243.

The purchasing power of $179,737

Eﬂﬂ'a years would be $179.7177T x 2 =

26

Hemember, there ts you at work,
your maoney at work, or charity.

Ws your life, your cha e, and
Your retirement.

What’s it worth to you?

How do you benen
contribution®

Here is an exomple of the effect of
an HRESP un your taxes. Based on a

REGISTERED RETIREMENT SAVINGS PLAN

Helping Make Your
Retirement Easy, Affordable
and Secure.

The Allstate Cash Developer
your relirement plan, Gerry
youstart a Cash
Start your Allstate Cash PDeve

listate

You'rein good hands.

oper todoy .

Alistate Life Insurance Company of Canada
"Alistate Insurance Company

. 873-1643

116 Guelph Street
Georgetown

S

should be part of
: Ty Numan can help
Developer in ‘]L.I.."-il'. a few minules

- COST

tirm an RHSP  gross income of £30,000 for a single
person who does nat belong o a

redisicred pension plan. The max-

Mewneli
tlon:

Tolal income

Lss:

CCP contobulions

UIC contributions

Basic personal exermption
TAXABLE INCOME

419,40
.76
1, 18000

Federal tax payable
Ontarioinx payable
TOTAL TAX PAYADBLE

Plesult with ITHSP contribation:

Tolal incame

Less:

CPP contributions

UIC contributlons

RSP contributions

Hasic personal exemption
Tmmg:LE INCOME

419.49
604.76
G.000.00
4. 180,00

Federal lax payable
Unlanio tax payuble
TOTAL TAX PAYABLE

imum RRSP contribution is = per
ot X 30,000 = $6,000.

with no ks conir b

$30,000. 00

> 16
£24.795.84

$4,763.00
<,381.40
§7,144.40

1L2H.10
$18,795.04.

£3,357.00
1,678.30
$5,005, 30

HOW MUCH IS 1IT WOILTIL TO YOU»

Total cash deposit te RSP $0,000.00
Tax saving as a result
of RHSP

NET OUT OF POCKET

2, 10%.10
nq m.m

£124.25
4.8

Net average moathly cost
Net average weekly cost




