Retirement Planning tips
tor financial security

Retirement is a special time. N
tnarks the beginning of an entirely
new set of challenges, opponuni-
ties and rewards.

Research has shown that suc-
cessful retirement is the result of
effective planning. However,
many Canadians do not ade-
quately prepare for their post-
employed years. In fact, statistics
reveal that 75% of Canadians age
65 or older live on less than
$25,000 a year; that the median
income is $14,232: and that 18%
get by on less than $12,000 an--
nually.

Late starts

The problem is that we start
planning too late. And it's the
middle class that scems (o get hit
the hardest, The poor, who have
been scraping by all their lives,
will continue to do so, but middle
class people aren’t ready for the
drop in living standards that they
often suffer when their incomes
plummet.

More Canadians are discover-
ing that a secure financial future
cannot be based on benefits deriv-
ed solely from employee pension
funds and government payments.

While government benefits have
Inereased, they can't be regarded
as a sole source of retirement in-
come; additional savings and in-
vestment income is imperative to-
day to offset constant increases in
the cost of living.
Expett recommendations

Many finrancial planners advo-
cale that retirees have their houses
and late-model cars paid for
belore leaving the workforce.
They also recommend that
workers contribute at least 5% to
10% of their gross income to an
RRSP. Then, as retirement nears,
people should direct an additional
10% of their gross income into
savings and conservalive in-
vestments.,

How early is carly enough to
start planning for your retirement?
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~As a rule, experts believe that re-

gular deposits 10 personal and
spousal RRSPs should start be
tween 35-40. By saving a max-
imum of 10% of your pre-tax in-
come cach year from your thirties
on, You will be well on the way to
& worry-free retirement,

And what if you are over 47
It's stll not too late, You'll just
have to place a larger portion of
your earnings in registered plans,
annuities and ‘safe investments.
An important rule of thumb (o
keep in mind is that if you want 10
maintain  your pre-retirement
standard of living, you will re-
quire between 60% to 80% of
your former pre-tax earnings (the
lesser of the two figures applics (o
larger income households).

Private

What are some of the privae
relrement programs which you
should be considering (o comple-
meni social security income and
pnvale pensions? At the least, you
should become knowledgeable
about the wide variety of RRSPs,
innuiu'cs and RRIFs in the mar-

ef.

Registered Retirement Savings
Plans (RRSPs) are the most POpL-
lar retirement programs. Many
people, however, do not realize
that there are a diversity of in-
vestments that qualify under the
program including **fixed income
funds™, *“‘equity funds”, **annui-
ty contracts™ with guaranteed or
vanable payments, and *“‘do-it.
yoursel™ self-administered plans.
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