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RRSp |Personal credit - how to

choice

You h.nva unﬂ]Hnndn:,r March2,to

E} inta the

sheller mmt widelf used by Ca-
nadians — a Re Retirement
Savings Plan (

The basic RRSP ldea in this: You
forego the use of part of your earnings
for the time belng, letting a trustec
handle it in an RRSP, and you take it
back when you reach retirement age.

For its part, the governmenl fore-
goes Lhe income tax on that portion of
your earnings — also for the time be-
ing —as an m::ﬂrliivu to you lo make
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provision for a comfertable retire-
ment

“dereglster” your RRSP
- umu.lfy at retirement, and neces-
hefﬂrelhemdnfuuyﬂarm
you turn 71 — it becomes sub-

Ject 0 income Lax,
By then, {f your anoual RRSP con-

tributions have been invested suc-

ceasfully, your nest-egg is much

, and your tax rate is Jikely to

be lawer than it is now, during your
incom years,

Currently, changes in the rules

to RRSF are being phased

. Some take effect with the (906 tax.

ation ﬁ: whi.lnnthers woa't kick in

Gmtrall , the ch:ngu
are to the lt of
Sl e

range o
ties for post-retirement pay-out.

For 1986, and for the current year
as well, the self-em ployed and people
who aren't members of any company
pension plan are allowed a hi
coptribution than previousiy;
lesser of 20 per cent of earned income,
or $7,500 (up from $5,500).

Otherwise, your contribution limits

won't start Increasing until the: 1963
ln:nﬂmur The same limits as
before apply lor 1966 and 1987:

If you belong to & Pen-
ston Plan or a Def Profit Shar-
Ing Plan, you may contribute 20 per
cent of the year's earned income lo a
maximum of $3,500, less your contri-
buthntnthnpemimplan

Thal part is fairly simple: Calcu-
late the amount you are eligible to
contribcte, and to contribute
it Do later than 2, to trim this
spring's tax bill.

Not 50 simple is the decision as ta
the trustes and the choice of invest-
ment vehicle.

The fitancial instititions who are
authorized o your contribu-
“tion, and 1o issus ﬂﬂniﬂw%
that you will need in order Lo make
deduction from your taxable income,
T
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~. 8ge howses and credit undons.

“:‘r.aiﬁu you know about credit?
Before taking out a loan, check your
knowledge of credit — and vour own
[nancial creumstances — to ensune
that credit works for you, and not
aEnst you.

Are you gaware of the different
kinds of credit such as a charge
account, credit cand or consumer
laan? Da you know the sotrees from
whach yrau get it adepartment store,
credit cand compamy or financial
stitution? The difference canmean
senvingrs for vou.

Credit costs money in the formeof
mierest charges. The true cost of a
credit pyrchase s the price you pay
ptus the interest charges. Ask your-
sell each time you make a credit
decssion how much the product or
service is actually costing and
whether s really worth that mich
Loy,

Are you prepared ff your financial
circumstances cluinge? Think about
YOUr INCOMe, expenses and savings.
I5 your pob situation reasonably sta-
ble? What d the economic dimate

changes? [s your lease or mortgmge

make 1t work for you

due !-'crmmw.ﬂumltfsiﬂ“%m will
this mean in terms of dollars? Can
you estimate your other expenses
during the period you will be paying
off yourloan? Do you lune sivings to
tide: o ver an emetpency ?

Can you afford &7 Do yvou hmne
otlwr debts? Mamy people know
how much they bring home bt
widerestimate their expenses. Can
yous handle: the additional expense of
anewionn? The rule of thumbis that
no rone thay 1090 (o 157 of thke-
home pay should be used o pay
back debt other than a moct e

Before miking a credit decision,
you should take a close look at vour
CCONOMIC dnrumstances and at your
knowledge of credit. The only way
o ensure that eredit works for you
and not against you 15 to make an
honest evahuation of your finandal
arumstances in relaton 10 your
needs and wants.

(For mowe informabion aboul eredil,
umnie for the free bookla "Credil Wise ™
The Canadian Bankers’ Associa-
tiun, Box 1500, Saton A, Bront,
Ontarw, M5SW2N8) -

Tlps on getting aloan

hrmra nothing mysteripus about

applying for aJoan. Its up o you to
shop around fr the best value but
keep in mind you have the right to
sk questions, recene reasonable
answers and take time to make up
your mind,

Here are some guidelines:

1. Shoparound for the best interest
rate. Find out how the interest
rate 5 calodated and the doliar
oosd Loy,

2. Make sure you mead the entire
loan agreement and“that you
understand everything,  Ask
questons and consult a kwyer
if necessary,

3. Add up the dollars and cents of
the chosces available and then ask
ifthis & the right type of credit for
the purpose you heve in mind,
Should you use your charge
account, a bank card or 2 con-
sumer loan?

. Rmmﬁ:wﬂmumh*ﬁaﬁabu
assessing you. So keep these
points in mind;
~ Any financial history you hawe

will be considened,

- Be realstic about the money
and conditions you want.

- Be willing to discuss reason-
able allematives,

- Be prepared to provide docu-
mentation suwch as 2 budget
planor a statement of earnings.

. ll';.au are asked personal ques-

espect o cnedit, the Canadian

Human Rights Act forbads dis-

cnmination on the grounds of -

racial, nationa) and ethnic orign,

colour, relgbon, age, sex, marital

status of conviction for an offence
for which a pardon has been
granted,

~ You should not be penalized for
miusing o answer- questions
about family planning, but if
your plans will have a simifi-
cant eflect on your incestie, this
i5 something you and your
lender should consider when
reviewing the credit dedsion.

- You should not be penalized for
refusing to answer questions
about your spouse’s income or
employment status of about
family assets, unless your
spouse s income will be neces-
sary to help repay the debt,

. You are obliped to disdose the
facts truthfully and fully. If you ane
templed W hold something back
or to make things sound belter
than they are, don't. This could
work against you when Lhe facts
are checded. The unvamished
truth may also reveal that it &
unwise for you to take on a debt,
1f your financial position is precar-
Wouts, you may be better off with-
out mone debt.

The Congdian Bankers' Associa-
tiow, Box 1500, Stahon A, Thonip,
Ombano. MAW 2N8)
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atching your money

I L ts sometimes easy to forget that
what you buy, you h::w; 1o pav for.
Here an: same guidelines for keep-
ing control of your financial affairs,
especially your debits.

- Make a budget for yourself and
:-.tid-;tnil Hri:ﬂa-tumymhrm

“what 5 coming in and what s
poing cut.

Avend impulse buying. Ask your-
sedf: If | hod o pay in codd, hand
cashy, wiukd ] make this purclase?
Make 2 Inbit of comparison shop-
pang. Newver buy anything and that
ncludes credd without comparizyg
vorsts and vilues,

Alwavs mead and make sure you
understand  application  forms
bedore you sym them,

- Be careful of co-signing 2 loan or
suaranteemng 3 loan on behall of
ethers. Remember that you could
end up piRing off the loan if the
bormmer cannot handle . Ask
the same questions of the bor-
rowvr that the kesder would sk,
Be knowledgeable about the cost
of credit. Ame you using the right
type for your purpose? Are you
using a more expensive form of
credit than necessary?

- Be sensihle about the mumber of

credit cards you use. How mary
do you really need? Are you using
them simply because you have
themn?

Keep track of all credit purchases,
Sre the receipts for checking
aganst the monthly stalements
and for keeping a running total of
vour obfligations, A sugpestion:
Get an extra cheque repister (the
part of the cheque book where
yor keep track of deposits and
withdrawsls) Use the “choeques”
coflumn for noting credit pur
chases  and  the “deposits”
colurmn for noting credit pay-
ments. The “Balance™ could
record how nnich you ewe in total,
Remember, whether you use
casly, a cheque, a cand or loan to
pany for your purchases, check out
the reputation of the merchant,
the store’s relum policies and the
procuct wirranty,  Using eredit
does not absohve you of your con-
sumer responsibilities,

(For mane oybrmation abowd credit,
wrile for the free booklet *Credst Wise™
The Canadian Bankers' Associg-
ton, Box 1500, Station A, Torondy,
Onlanin. M5V 2N8L

Buying your first home
~ what can you afford?

Bf.-ﬁn. your begin (o kook for the
homie of your dicams, takoe a realistic
kiok at the price you can afford.

One way 5 'o use the anmual
inconye rule of thumb. To establish
the price you can afford, mudiply
your pross (before tax) annugl
income by 2.5 Include assured
income only, such a5 your wage,
salary  of  secure  investiment
income, If your spouse {or other co-
applicart) is working, add his or her
msured income as well,

For example, together you bring
in 1 jross anml income of $38,000.
The price you can reasonably con-
tader — as a general jode oty — i
up to 95,000 (R38,000 X 2.5)

Another general rule of thumb is
the monthly nwrtgage payment.
The mortgage(s) you assume must
cover the difference between your
down payment and the 5
price. A general rule for the monthly
‘mort gage payment is in the range of
25% to 309 of your gross monthly
income, Using the 38,000 gross
income example, this indicates a
maximum monlhly payment of 3800
to $530,

Now take a dose look at your
curvent budget. Are you putting
aside savings? Do you have other
major debls such as a car oan or
alimoay? How aboit food, dothing,

tansportation, entertunment and
*mfmh" Deduct what vou are now

spending from your take-home pay.

Expenses in your new home will
inchude hﬂ';th.rq electniclly, water,
miner repeirs and fipeaal supplies.
For older homes, major repairs are
more likely Condominiums have
monthly maintenance fees. Herely
another rule of thumdb: Calculate 3%
of the value of the home and divide
by 12, This will give vou an idea of
your monthly expenses,

So you add up what it will cost to
Ine 0 your new home and deduct
that friem what you hawe keft of your
take home pay after allowing for
contimuing expenses, What you ane
left with is what you can reasonably
expect 1o hawe available 1o carry asa
monthly mortgage payment. Com-
pare that with the menthly mort-
Fage you got by using a nule of
thumb. Depending on your financial
crrumstances, you may be able to
alford mare or less than the income
rltipher sugpests.

There an: many other factors to
consider when buying your first
home. Getting as much information
a3 possible will make you better able
tnn*.alﬁlheh.ﬂdmtﬂﬁm}wr
oWncumstances,




