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ake sure savings suit
your vacation planning

By Diana Chant, CA

If your body and mind are
screaming vacation and your bank
balance is erying for merey, you
have just discovered the [irst
rule of vacation planning - budget
for it.

Budgeting puis many people

. off, but without it, they find they
never seem 1o have the necessary
money when vacation time arrives.
Yet even with a simple budget,
you can plan to put a little away
over the weeks and months so you
will have the money you will need
when all you can think about is
getling away.

Dollsr Sense offers genersl
financisl advice by members
of The Institute of Chartered
Accountants of Ontarlo.
Diana Chant is with Price
Waterhouse, Chartered Ac-
countants, Toronto.

A budget is primarily « finan-
cial planning tool that wili identify
essentinl expenditures and those
which mey be postponed. A lintle
bit of budgeting now makes pay-
ing for your vacation a lot egnier,

Once you are assured the
money will be there when you
wani to cecape, il is time to plan
your trip. :

Start with the obvious -
- deatinalion. Many people choone
their neat escape on the basis of
which country has a favorable
exchange rate or
currency - the typical ""cheap
counliry’ vacation. ;

Important considerations. What
is the secommodation like? Are
the middle of the road hotels up
to Canadien standards? Will you
be content 1o stay in the hotel
you can rent for the equivalent of
$20 a night Canedian or do you
prefer one of the luxury, Norih

- Early RRSP

The old adage about not putting off
untll tomorrow whal you can do lo-
day is particularly troe when it
comes to KHISP contributions, Yet,
though mosl Conodians have long
been sold on the merils of saving for
their retirement while sheltering in-
come from tax al the same time,
many delay taking action until it
becomes a haphozard, last-minute
scramble.

There are definite advanlages to
making your 1988 RHSP contribu-
tion well in advance of the deadline.
Firstly, nat only will you avoid get-
fing cought up In the fury of
eleventh-hour purchosing; vou will
also allow yoursclf more time o
make quality investment decisions,

The range of HRHISP options
available in the marketplace is so
extensive thal it simply doesn’t
make sense not to shop around. And,
with some RSP products offering
more competilive rales ond features
. than others, you could be doing
i{nursc]f a disservice by simply Jeav-
ng the decislon Lo chance,

“Ensure you devole the tlme and .

attentlen to your RRSP planning
that it deserves,' says Terry Mcln-

- {yre, Manager aof the First City Trust

devalued:

American style hotels costing $100
US. & night? Instead of the
bargain country, perhaps a more
expensive country with higher
hotel standards ~ where you can
find suitable middle of the road,
$60-U.5.-a-night accommodation
would he beuter,

For" many Cansdians, the first
thing they do alter deciding on
where to go, is plan on buying
American travellers' cheques. But
stop for a minute before you do.
Should you be buying American
and paying the commission and
hefty exchange penalty, or would

Canadian or local currency travel-
lers’ cheques be just as good?

" Next, consider whether travel-
lers' cheques or a credit card is
the best way to pay for your
vacation. Travellers' cheques do
offer safety, they will be replaced
if last or stolen, and they tend to
keep you from overspending, but
you do have to lock in your
exchange rate &t the time of pur-
chase {which may or may not be in
your faver),

With n credit card on the other
hand, the exchange rate isn't set
until you use it or the time the
charge rcaches the credit card
compeny — this could work in your
favor or agesinst you, But re-
member to b wery ~ it's just as
easy to get eaught ‘up in the
vacation spirit and run up an
horrendous bill using credit cards,

And if all this figuring seems to
be too much ... you could simply
choose 10 vacation in Canada.
Advice from chartered ac-
countanis is also available on
televislon: Watch for Your
Wealth, on broadcast chan-
nels, and Money in the Bank,
on most cable channels.

action pa

ranch in HBrampton, *“Too many

ple think only of the tax deferral
aspect of REGPs. They don't put any
real thought into their decision and
just snap wup whatever s easily
available. They ignore the fact that
an RRSP is first and foremost an in-
vestment which must be suited to
their needs,” »

To achleve the maximum benelil
from your HRSP investment, bir.
McIntyre advlscs establishing o per-
sonal HERSP action plan. Te begin
with, review your existing KRSP in-
vestments so thal you are aware of
the terms, condilipns and the
maturity dates that are atlached to
them. At this fime of year, {inancinl
institutions provide their customners'
with an annual RRSP statement that
containg this information.

Next, calculate the maximum
amount you are cligible to con-
tribute to your RSP {or 1984, 1t will
be the lesser of 20 per cent of your
carned income for the yeor or $7.500
il yow ore not a member of a
registered pension FTan. i you are,
the limit i3 $3,500 lesx any personal
contribtilions vou have mnde to the
pension plan during {he year.
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IAL FREEDOM

To be rich would be great

To be rich would be great, but
highly unlikely for most of us. To be
hnancially free, would be great alsa.
But, unless we plan for It, again, it is
highly unlikely. Surprised? Read on,

n Canoda loday, 50 per cenl of all
Canadians retiring qualify for
Guaranteed Income Supplement.
G.1S. Is o program which was im-
plemented by the Trudeau govern-
ment in the mid 60's and s designed
to raise the lncome of retired Cona-
dians from the starvotion level Lo the
paverty level!

In Unlaro, 48 per cent of ol these
reliring todoy qualify for G.1.S, That
means thal almosi half the people
who read ihis will someday receive
Guaronteed Income Supplement.
Whiich ha!f will yoube In?

These siatistics are shocking com-
Ing from the sccond richest country
in the weorld. The problem is thal
most of us simply keep putting it off
until tomorrow, and hy the time
tomorrow arrives, it is oo late,

The solution to this problem is
very simple ond can be summed up
in these three rules:

1 — Pay yourself first.

2 — Let the magic of compounding
wark {or you, :

3 — Gel pdvice from o professionnl
financinal planner. _

The first rule, pay yoursell first,
simply means thot out of cvery
dollar you eamn, you must keep a lit-
He for yourself. When you pot your
family budget together cach month,
put yourself on top of the list, then
pay your other payments next,

The second rule, let the magic of
compounding work for you, is simp-
ly letting the amount you pay
yoursell grow and compound (o pro-
vide the financial freedom pot (hat
will tet you retlre in dignity.

To illustrate the magic of com-
pounding, assume Investor A begins
an KRRSP or open investment pro-
gram al age 19, For eight sucoossive
years he invests $2,000. The invest-
ment grows al the rale of 10 per cent
peT yeor. Aller cighl years, no more
investments are made.

A second  investor,
maokes no contributions untll age 7
ithe age at which the first person
stop investing) and then invesis
$2,000 reach year unlil age 65,
Assume the same 10 per cent growth
per year.

As You can see by the chart, the in-
eredifile result Is that the person wha
contribuled corlier with only cight
contributions, totalling $i16.000 ends
up with more moncy than the person
who made I coniributions totalling
$78, 000 starting at a later date.

This demonstrates the power of
compounding through time, The dif-
feretwce in the two investors® resulis

Big obstacle
easy to solve

The biggest obsiacle thal most of
us face when it comes flime o
make our annual HRSP contribug-
fion is a lack of rendy cash, In {act,
many people miss oul altogether
on the benefils of invesiing In
retirement  savings  preducts
because they have no funds sct
paide to make 2 contribution
before the deadiine, Yet, there are
severnl ways you con invest in an
RRSP without having to put any
money ouk front, :

" SAME DAY
TAX RETURNS

101 Guelph 51 Georgelown

877-2217

Investor I,

is that the first had eight years more
of compounding. Those carly years
were worth 27 per cenl or $213,775
more than the entire $78,000 later
contributed by the second investor,

The third rule, get advice {from a
professional linanclal planner, i5 im-
portant in order lo develop o finon-
cinl plan that will satisfy you and
your family's financial goals.

Your work and [amtly lives are so
busy, there is Jittle Ume to develop,
analyze, and Implement a [inancial
plan that will maximize your resulls
and minimize your risk. A profes-
sional financial planner will {f.m'.-idi:
you with ongoing odvice and alter-
natives that you can select from and
cun be comfortable with. You make
the f(inal decision and vou slay in
controt of your financial plan. Your
financial planner works wﬁh you, he

~ does not scil you.

The complexities of the financial
world and the changing lox laws are

such that it is impossible for any in-

dividual to be aware of all the op-
portunities, plitfalls, and fox regula-
tions Lthat exist. A professional Mnan-
cinl planner is knowledgeable in
these mallers and has sources [rom
which detalled information con be
olstained.

A planner has been educnted gnd
irained to  ossist individeals and
families to achieve the maximum
results from thelr present finuncial
position,

Select o proflessional as you would
o docter, lawyer, or any olher pro-
fessional, Find someone who you
feel comlortable with, has proper
credentlals  relating lo  [inancial
fanning, and ask for references,
Vhen ﬂ'nu find the person you want
to work with, be prepared for a rels-
tionship that will last for many
years. Your Individual and family
goals will change and your financial
fanner will help you keep your plan
n tune with your goals.

o matter what you earn, how old
{gu are, or how much money vyou

ve, financial planning Is available
for all who want it. A litte can go a
long way. The main point is to get
started and give your plan the time
lo gl;ﬂw, ‘But, it's never too late to
start!

EDITOIR'S NOTE: Mr. Houlet-iy =
ceriifled general accounlani and
tinancial plonner with Sulheriond
Invesiment Carperplon. Comments
about (kils article are appreciuled
and can he made by calling 477-0948
or 1-444-RH11B. '
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The Basics

Everylhing you need to know about RRSP's and i
retrement income options is yours . . . freain

The Baslcs. A complete. up-to-the-minute booklet |
that explans everything in simple every day lenguage., i
Please sand me a copy of The Baslcs.

Frovince:
Posial Code;
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