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'Easy steps to understanding mutual

Maost of the people | meet know
what a term deposit or a Buaranteed
investment (GIC) is.

The single most asked question
concerning  investment  vehicles s
"What Is o mutual fund or invest.
ment fund ™

To answer this, let me tell you {he
slory about ;

“THE PRUDENT FARMER"

Once a very prudent and sue-
cessful  farmer  decided that  he
should become an Investor., Afler
d:lléaent study and rescarch, he con
cluded that he lacked the Necessary
time, knowledge and cxperience Lo
be a successiul investor. Thus he
. determined to seek the advice of an
cxpert.

Finally, he presented himsell at
the offices af Bull and fear Limited,
professional  investment  counsel,
and asked 1o see Mr. Bull, the prosi-
dent. He was somewhal (aken back
upan entering a boand room te fined
(ive destinguished gentlemen seated
around a lonyg table, Afler txing cor-
diolly received and intreduced, the
[armer began:

“Gentlemen, I am here because |
have a4 propasition lo make. Over the
years | have been able to set aside o
nice little sum of money which 1
have decided should e invested,
Various inquitics and a certnin
amount of reading have broupht me
to the conclusion tha! you gentlemen
are recognized as the best there 1y in
the field of invesiment manage-
ment. Therefare, it is to vou that
have decided to make my proposi-
tion. I wish to give you all of my
money to invest. However, there are
certain conditions I ask lnso daing.

“First,” he sald, *1 don't wish 1o
have all my eggs in one basket, Ex-
perience has taught me that the only
way to farm successfully is to diver-.

sily” your crops and your livesiock.
Therefore, 1 want you to study all of
the industries in our economy, selec-
tling those which in your oginion of-
fer the most polential ta the (n-
vestor. Then 1 want you to look close-
Iy at all of the companies within
each of these industries, picking oul
the most promising. Having done
this, I wanl you v compare the
varigus companics of the various in-
dustries, so that you can delermine
60 to 7 of the best cotporations in
which to invest,

“Onece vyou have done this,
however, | don’t want you o stop.
Things can chanpe quickly. So 1 ask
you to muke this o continuows full-
time comparative study, 1 will give
you aulhority to make any changes
you wish, whenever you think such
changes will benefit me,

“Incidentally,” he added, **f've
always found that vou can pequire o

great deal more infermation by tolk- -

mg to o man face 1o [ace. Therefore,
[ want yvou to go sut 1o these com
panics vou study and Lalk to the peo-
ple who run them. the aceountants,
the production peaple, the safes staf(
and soun

“Sevond,” be stabed, Uyou shiould
lvok alter such things ad dividends,
rights, warranls, and taxes. You
keep the securities and handle all of
e paper work. ANl I want s
peritdic  dividend cheques and g
statement each year lelling me how
to repart for incume tax purposes,

“Third, | expeet you to agree 1o an
audit of my affairs - by my auditors .
every year. [ olso wish (o receive
statements, along with my dividend
cheques, telling me a1l abou! what
has happened during the previous
months..such things as wha! wou
have bought. what you've sold, whar
your expenses have been and how

much I've made or lost. 1 wollld also
appreciole  your npinlan  on  the
outiook for the next three months.
“Finally," he stated, "1 know that
this is going 10 cost me money and
you have every right (o be paid. As
un incentive to you, and a protection
to me, | suggest that you retnin as
your fee. 's per ceml per year of
whalever my  investmenis  are

"worth, In This way, Ithe more you

make for me, the more you'll carn
for yourselves. At the same time, 1
will be prolected in that, pereentnge-
wise your feg will remain constant,
“This then, gentlemen,” he con-
cluded, **is my propasition.”™
After thanking the farmer for the
complimieni of selecting Bull and
tenr for this propasal, Mr. Bull then
brictly summarized the proposition:
1. Continuous full-lime investmen!
muanageinent ; >
2. Complete responsibidity  for  the
administration of all gelail work in-
valvaxd
4o The  preparation  of  quarterty
reports and the submission 1o a eom-
plele annual awdit by the fanper's
auditors;
1 The caleulation nnd mailing  of
peniodie  cdividend  statemments o
the preparation anseally of an ap-
propoate siatemment for income tax
PUTPSeS
3. The relention. as fee. of an
armount l”'!;[llill to 'z e cent of the
market vulue of. the portfolio annpal-
ly.
Agrecing that all was understond,
Mr. Bull asked:
“Now  Sir, e Kind

would wvou

enough to indicale the amount of the

responsibiity you wish to  entrust
withus, ™'

SL00L " the farmer repliad.

An awkward sitence followed.

In o moment, wilh an cmbarrass-

‘WHYFLEA
TAX RETURN?

W Tax Credit

The new Federal Sales Tax Credit is available to
- people with little or no income but only when.a

federal tax return

is filed.

Many persons over 18 years and seniors who

do not file income tax returns because of little or
no income should strongly consider doing so
this year because they too may be eligible for

this credit.

For further details call or come in to0:

HaR BLOCK

: E YEAR-ROUMO INCOME TAX PEOPLE
16 Guelph St. Georgetown Lo

Mon. toFrl 9-0 & Sar, 9-5

415877-6733

Soon To Be Open 9-9 Weekdays

B M 5t., Acton

Mon. toFn o

:519]353-1_77 ]

od dtlt-uring of his throat, Mr. Huyll
said:

“Ome of our greatest sources of
pride has always been our sincere
wicrest In the affairs of our
clients.. intetest which -has cnmpell-
ed us te provide the wide range of
services  you have  requested.
However, we are in businesy, and be-
ing in business, our very existence
depends upon the making of a profit,
Being o reasonable man, [ am sure
you understand this,

“As you look around. vou will see
that there are five of us. Now '; per
cenl of $1.000 amounts te %5, which
means 1hat the most we could
reccive, at the outset at legst, for th
time. ond effort (hat would be re-
quired if we were Lo dcecpl your pro-
posal, would be $1 each.

“To all fairbess  and honesly, |
doubt fhait we eould readily aceept.

“Un the ether hand,” he added,
Uperhaps  you  could  interest o
mumbee, of your friends and aequam-
lances in your idea. By combining a
larpge mumbar of S0 008 dmounts, you
oould pul us in the poshtion of being
able todo as you ask."”

Seeing the meril i Mr. Bull's sup.
kestion, the farmer thanked  them
and left. For the next few wivks, he
devoted most of his time (o ey plain.
ing his idea ta friends and ATuf[VHITGS
tances.  Alihough many  were  in-
lerested and willing 1o pixed  their
money with his, he soon realized 1hat
by his effort alone it was rfoing tn
lake a long time to build this ol af
vestmen!  capital o a sufficient
size. It was at (his print e had
annther idea,

tHe decided to hire others tg tell his

story and o prepare  brochures
describing the idea amd its patential,
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By so doing, he could spread his
story in wider and wider circlos and
thereby  greatly  enhance the
posslbility of gathering together o
sulficient amount of moncy,

Once  again,  heing o reasonable .

man, he reallzed this would cost
moeney. e considered many  possi-
ble methods ol obtaining the
necessary moncy (0. cover Lhose
cusls, Bearing in mind that -

1. The peuple who were to henefit

from this undertaking would have lo
be the ones who paid.,

2, 1 the charges were too high, peo-
Ple would refuse to pay amd his idea
would fail

3. N the charges were 1o low, he

would be unable to meel his costs

and thereby suffer o heavy personal
luss.

Alter  eonsiderable deliberation,
he decided upon a viry simple, sen-
sible methed of charging. MHe decig-
ed o form an organization or chubs.
Membership  woulld cemprise those
who contributed heir tneney to thwe
ccapital pot”. To bear and leam

about the organization, ils pPuUrpmses -

and possibilitios woult st nothing.

To join the elub, however, ene would -

have to pay a one-lime membership
fee of an amount equal 1o 9 per cent
of the capital contributed. Out of his
unetime  membership  fee would
come all the costs of marketing and
distribuntinn

The resull? You've probably
pucssed. A mutual fund was barn,
based on the apeold prineiples so
well  understood by  the prudent
farmer.

Thanks to-The Investmen! Funds
Institute of Canada, Educution Divi-
sion, for the story of ""The Prudent
Farmer''. "

pleased to announce the appointment of Tom
Shillington as a new associate to the Brampton
Office. '

Tom will be representing the Mutual Life of
Canada and affiliated companies, offering a broad
range of financial plans and services, including
life and disability insurance, R.R.G.P.'s, other
savings and investment plans, group benefits and
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financial counselling. .

i

Mutual

TOM SHILLINGTON

21 Queen Street East, 81N Floar -
Bramplon, Qntario L&W - 3P
Bus. 451-3460, Res. 873-1588
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