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Cutlook on Business

Money matters

Investing after Black Monday

By J. BRUCE MOORE
Herald 8

Since Black M y, October 19,
1987 the financial markets and the
factorz affecting them contimie to
attract major media attention.

The Investment markeiplace as
Canndlans have historically known
it, was a matter of knowing what ef-
fecl U.S. policles and Eocuium
would t:nnglubenrnn Cana

Thia tion i3 no longer &c-
curgte as indicated by mudin
reports. The markeiplace iE now
global. Activities in Washington
have an immediale and somelimes,
calamitous effect In London, Tokyo
and Toronto.

What should you do with your in-
vestment funds, with the current en-
virorunent of conflicting forecasts
for interest rntes, the dollar and
recessions?

Une  suggestion:
home!

Invest in your

—P“TPEF}’W”HGHED ¢
through an annual lump sum pay-

mr.-nt
—monthly
paymenis
~higher
paymenta,

very homeowner with a mor-
igage can save money i interesi
costs, This can be used for more
useful purposes such as investrnen!
for your retirement.

To illustraie: Savings (rom mor-
(gage prepaymients.

A 5100000 semi-anoual morigage
with 12 per cenl interest compound-
ed semi-annually, can be discharged

principal reduction

moitthly mortgage

over enrs with monthly
mg'm $1,031.90. You would
lﬁ:yingﬂﬂﬁm or more Lthan
amount borrowed, In Ln.

tmesl payments.

Consider the first year's payment
of $12.382.80 (12 x $1,031.90): only
$700 is applled towards reducing the
$100,000 principal amount. $11,682.80
has been used for interest charges.

Look at |t another way. Il the
$96,000 you saved over the 15 year
term (£530.33 month), was in-
vested in n sell directed retiremeny
plan eamning 8 per cent interest com-

ed semi-annually., Your ac-
cumulation upon retiremen! would
e

{ is fer in
$95 060, paying

Canadians cannot deduct interest
on money borrowed to buy a house,
50 home cownership is very expen.
give.

If your moerigage rate i5 12 per
cent and you are in a 50 per cen! tax
bracket, you must carn double the
amount of 24 pet cent on your money
to meet your payments,

Quite a burden!

It would be beneficial to discharge
this afte: tax expense, a3 early as
yout can.

Inma-te your tnonthly

than

ﬁrnr:nt.
by just $150 more each mont

you will save, in our example above,
$96,000 in intereslt cosls. What's
mare, you will own your home 0
years earlier.

The interest you save (396000 can
be ulilized for more beneficial pur-

You could lnvest In & self-dlrected
RASP where your contributed (unds
are pre-tax doliars and your funds
grow tax free.

Taxes and inflation slways ravage
our savings. Assuming infllation of 5
E::' cent and assuming your present

come ia $45,000, n 20 years you will
need to earn $119,398 just to preserve
your purchasing power.

Becauvse f{unds grow tax-free
within a RRSP, your before lax and
aiter tax rate of return ore identical.

For example, purchased
$t0,000 worth of nada Savings
Bonds this year, your retum is $900
for the first year.

If, however, you are in a 50 per
cent tax bracket and the (S5Bs are
held outside a RRSP, {and ignering
the $1,000 intereat coxpense deduc-
tian), your retum is $450. I you
deduct inflation of say 5 per cent,
your rate of retwm is negative ond
your principal is being eroded.

It makes sense (o always consider
ways to reduce your Inlerest
charges by prepoaving your mor-
tgage and to delermine how one can
continue tfo reduce tnxes and keep
ahend of inflation.

Despite the 1.::11:«:r1;ni|:u:|.r and
volatility of s markel, per-
sonal nsset plnnnfng and manage-
ment cannot be ignored.

Bruce Moore s a2 member of The
Investment Declslon Group st Wood
Gundy Inc. Mississauga.

For more information oh this ary-
cle or for virtuslly cisk [ree In-
vestments to prolcel your capital,
please call (416} B97-X07 and ask for
Bruce, John or Cap,

Take aim onflnan0|al independence

By Mark Serbinski, CA

(NC) — Financial 1 is m
goal more af us would achieve if we had
a proper pian and the pool of
money [o take advantage of opportuni-
ties.

Start by s:miyn-ur poals. Figure
out what you ¥ have to have, and
what you memly want - because
achicving financial independence
means giving up something today to
have the money you need tomorrow.
S¢t medium-term (3-5 ycars) and
long—term (from now till you retire)
goals. Amign them a priority.

Next, construct a budget. It's the
only way to build that le of mnmy
you need to reach your financial

And be realistic; don't cut younself too
short or build in too much budger fat —
both are prescriptions foc failure.

Your next job is to sct a path to reach
your goals. Forexample, if you want to
buy a house in (wo years, determine the
downpayment you'll need and how
muoch you must save cach month 1o have
that amount in two years. Then check
your progress regulsrly, 1o sec if you are
on track. If you are not, calculate what
i3 required to get back on track, then
take the comective action. Be tough on
yourself,

Once you have your pool of moncy,
you can begin invesung foc linancial in-

dependence. Let's review some possi-
bilitics:

[ JOLTAR '_"'SENSE

By Sheldon Buchalter, CA

Because of widespread op.
poaition, Finance Mintister
Michael Wilson's $500.000 life-
lime capital gains exemplion for
individuals might not be long”
lived, so taxpayers should take
advantage while they can.

Except with a family farm, the
exemplion is being phased in, so
you can claim lhe exemption
against capital gains of $30,000
in '86, $100,000 in '87, $200,000
in '88, $300,000 in "89 and the full
$500,000 in 1990 and aubsequent
years, On the saale of a family
farm, the whole $500,000 can be

DENTURE
THERAPY
CLINIC

AW. TRENTON, D.T.

18 CHURCH STREET
GEORGETOWN

877 2359

AND CULTURAL CENTRE

claimed, atarting in 19835.

The pains for a particular year
are reported on line 127 of the
tax return (*"Taxable capital
gains/Allowable capital losses™), A
form called T637, available from
the 1ax office, is used to calculate
the exemption. You must also fill
in Schedule 3 (Summary of Dis-
positions of Capital Property in
1986).

RRSP's: If you are going to invest,
choose tax-defermed investments —
like RRSP's — first. There are two rea-
sons. you can't count on the Canada
Pension Plan to keep you in your old
age; and contributions to an RRSP give
YOu an imporiant tax savin

Stocks and Boods:  Unless yOu
know a ot sboul stocks and bonds and
have time to study the markets carefully
on a continuing hasis, avoid them, For
moest, the nsks of losing outweigh the
chances of big gains.
mMutI;:ﬂ;l:ds. A better bet. Your

I8 Use your m fed
with the of Dtlmm}?!ﬂ?nm
hundreds of different stocks. A caution
— past performance is no guarantee of
future performance.

A House: One of the best invest-
menis. To get one you'll need a plan to
save the downpayment. Remember,
you don’t have to staet with your dream
house. Buy a house you can afford -—
which will help protect you against
housing inflation — and trade up as
YOUr iNCome rises,

Work at paying off your mortgage, »
nsk-free return on your tnoncy, and
when you're done, you can tum to other
investmenty.

Moa-ycare bs general Mnancial pd-
ﬂc:l:Jr Canada’s chartered accoun-
ian

Difficult or Painful to get on your feet?

Our powered Gentle Lift Reclinar
rises with you to give that extra
securty and stabillty needed to
roach a standing poslition, at the
same iime, easing the palnful-
preassures expearianced at hip and
knee jolnts, whother caused by
severa arthritis, heart or other

major medical problems.

Tha

power recline feature also
provides comfortable TV wat-
ching or sleeping posltions.

OPEN: Mon.-Frl. 9 a.m.-8 p.m.

AY

83 Mill St.

"CHRISTMAS SPECIAL -
SAVE '200. ONLY 1 295.

Now At Christmas Saie Savinga!

THE MILNE HOMECARE AND

PRESCRIPTION CENTRE
Guorgtown

873-1010

|

Yes — you can move your RRSP

to get more

(NC) — Is your RRSP earning 1%,
or less?

Today, meny many people are re-
ceiving 11%s or less rale of return on
their RRSP investments. Oh, sure,
in many cases they are ""locked up™
in “guarantecd rates'’ for a specilic
Ecnod (usually five years or less}

t on average, even S-year GIC's
have only “'averaged™ 10.89% over
the past 10 years, despile the lact
there were a few months in 1982
where you could get as high as 17%
or 18%. But, overall, those high
rates were available only for a short
while, as they soon lell rapidly to
the more “‘normal™ raies available
today tand still Malling).

Bul, what il you can get more re-
turn {ar your RRSP's? Are you
forced to stay with the RRSP you
currently have, that may be paying
less than others have proven to do?
The answer is “Na, you are noi

forced to stay where you are.” You

can transfer your RRSP to anather
institution, (the industry word for
this transfer s “rollover'’) by
simply usi:g a Government transfer
form, called a T-2033, They can and
will be provided by the new insti-
tution you wish to take over your
existing RRSP.

Or, you can have 1wo or mofre
RRSP's, with different institutions.
No matter where you use your
RRSP, the tax-deductions will
always be the same, fully related (o

12-20

IT'S YOUR
MONEY

Paul J. Rockel

yoar taxable income.

Why would you want 10 move 10
another institution? Well, if it is in-
deed only giving you a rate of retuen
of 11% or less, and vou fecel com-
fortable that another RRSP could
return 5%, wouldn®t it be wise to
change?

The mathematics say you should
change. If you are 35 years old, and
put $3,000 per year inlo an RRSP
chances are you'll save at lcast
H 000 in taxes each vear (or more,

dmg on your tax bracket). In
cl' ect, it makes the *“true cost™ of
that RRSP to be $2,000 (or less)
rather than the actual $3,000 you in-
vested,

But, from age 15 to age 65, a per-
iod of 30 ycars, the person receiving
11%y rate of return would have a
value of $662,719, whereas the pet-
son receiving a 15%e rate of return
would be worth 51,499,870, It's &
mathemalical fact. That's $837,000
maore dollars.

The gquestion arises: Which
amount would you rather have far
your retirement, $662,73 or
$1,499.B707 | guess the answer is
obvious, jsn"tit?

Can you get 15% average raic of
reiurn? Well, the past has certainly
proven 0. There are many good
equity mutual Munds that have long-
term records of achieving 15% and
better over the past 10 and 15-year
peripds. (Some have 10-year records
of 20%). Admitiedly, some years
those (unds achieved 25% and
better, and other years only a smalt,
of hegative relurn. Bot the average
of 15%a is real,

If you are getting 11% or less now
on your RRSP, maybe a transfer
{rollover) should be considered?

Your camments and 1uutlum
are welcomed. Sim write:
Paul J. Rockel, R inanciat
Cantre, 153 Unlun t. E., Water-
oo, Ontario, N2J 1C4 andfor for
a copy of of his book *‘‘Why I In-
vast In Mutual Funds'' forward
paymant of $8.95 (retall $12.95).
PAUL J. ROCKEL is Prasident of
Regal Capital Planners Ltd. and
of the Independent Financial
Sarvices Asaociation of Canada.




