RRIFs can make the most
of your retirement savings

by Gary Rogers

Retirement planning does not
stop when your RRSP matures at
_ 71, especially now that the gov-
emment is encouraging us o take
more responsibility for our gold-
en years.

One vehicle that has become
cspecially attractive over the past
iwo years is the: RRIF, an exten-
sion of the RRSP, that allows
you (o further spread out your tax
load to age 90.

When your RRSP malures, you
simply roll it over into a RRIF- a
registered  retirement  income
fund - at your credit union, trust
company or bank. The financial
institution will continue to invest
that money and pay you a rate of
return that is as good as the rate
on RRSPs.

From then on most of the
choices are up o you. You can
conlinue to choose how your
funds are to be invested, for ex-
ample cither in a term deposit or
a savings account, just as with an
RRSP. You will also have access
to money in your RRIF any time
you choose, but you must pay
income¢ taxes on the amount you

_take out based on your Lax brack-
eL .

The sum you withdraw each
yedr s up o you, but you must
always draw a minimum amount.
That sum is determined by a for-
mula that is based on your age
and the number of years in the
life of the RRIF. The formula

works the following way; sub-
tract your age from % and con-

vert 10 a fraction, then multiply
the fraction times the total funds
in the RRIF at the beginning of
the year. For example a2 70-year
old with $200,000 in the RRIF
will have to withdraw a mini-
mium

$200,000).

Beyond Lhis you can lake out as
much as yob like. For example,
you can arrange to take out larger
sums in the cardy years if you
plan to do some exiended travell-
ing, then cut down the payments
later if you think you will need
less money. But if you are not
careful, this could leave you
short of funds later on.

Gary Rogers is Taxation Ad-
visor for the Canadian Co-
operative Credit Society. For
more  information about
RRIFs, write to Credit Union
Financial Counsellor, CCCS,
300 the East Mall, 5th f1. Isling.-
tott, Ont. M9B 6B7.
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guarantee is terrible

Y IT'S YOUR
" MONEY

J. Rocksd

| (NC)—When i1 comes to putting our

savings o work, we Canadians are
“guaraniee” conscious,

“If it's ‘guaranieed’ by CDIC
(Canadian Deposit Insurance Corpo-
ration) then1'll put my savings there™
is something most of us say. Or; “['ll
place my savings in a ‘guarantecd’ §
year term deposit, or GIC (Guaran-
teed Income Certificate).

Is your principel amount “'guaran-
teed”? ltcertainly is, althoughthe rate
of retum is not guaraniced, as thou-
sands upon thousands of “investors”
have discovered in the collapse of
several trust companies {Principal
Group and Principal Trust being the
latest) and a couple of banks. Those
wilh CDHC insured deposits got their
money back, but notthe camingsihey
had expected.

1s there a "guarantee™ in the *guar-
antee’ that nobody tells you about? |
belicve there is. .

Inflation has always been with us.
We read in the “good book™ that a
person worked for a penny a day,
which was an acceptable wage back
then. When I started working (44
years ago) it was at 20¢ per hour, wilh
very few people eaming $2,000 per
Yesr,

What does inflation doto our guar-
antees? It erodex the- purchasing
power of those dollars.

When this anticle was being writ- .

ten, we didn't have the final 1ally as
to the cost-of-living increase for
1987, but it was presumed 1o be
somewhere in the neighbarhood of
3.5% 10 6%. John Templeton, man-
ager of the Templeton Growih Fund
(o muiual fund), and odny recognized
as one of the most oustanding finan-
cial experts of our time, having been
int Ihe financial world for the past 44
years, says inflation over the next
decade (10 years) will probably
avcrage 8% per year (some years
being over 10%, others [ess), lynrr
tainky hope he's wrong.

What if inflation were enly to

average 6% per year, overthenext 12

ycars? This means the cost of livin
will double in that 12 years, Whar if
you had invested 310,000 ina “guar-
anteed” inveatment during those
years, Speit the camings (s tmany of
us do), and now ook out that
$10,000?

" It would buy“the cquivalent of
$5.000 worth of goods at ihe 1ime you
invested it. And that's guaranieed,

Yes, a “guarantee™ that preserves
your pnncipal, docs NOT guaranice
that your principal will buy #s many
Boods or services at the end of the

guanantee period. In fact,duetoinfa- |

tion, it virtually “guarantees” you will
lose purchasing power (in the illus-
tration above, you lost half your pur-

chasing power value. J

Second problem with*guarantees™ .
is that the rate of return is usually paid -
oul as “intcrest,” which is [ully tax-
able. So,..ifmy total gainis 12%, and
] lose 6% 1o inflation, and 6% to taxes
(in the 50% category}, 1 end up with
no rcal gain, '

What can you do about it? Weil, §
tise equity mutual funds, where past
performance has shown 1 should
average (in good funds) at least 15%
per year, made up of dividends and
capital gains. Truc, if inflation
averages O % per year, and the fund
anly does 15%, I ontly have 9% gain
left. But,..thanks to the capital gains

holiday of $100,000, and the factdivi- | .

dends are taxed very lightly, my 1otal
tax bill on that § 5% would only be 3%
or 4% (even in the 50% bracker).
Take that away from the 9%, and 1
have 5% or 6% increase in purchasing
power cach year, -
That's a lot better than a vinually
“guaranteed™ nothing !

PAUL J ROCKEL ls authar of tha
book "Why | [nvest In Mutusl

~ Funds™ snd ia Preslden! of Regal

Capital Planners Ltd.

For m comparison of what & mutuat
fund has done, in compatison with
GIC's over the past 18 years, ssk
“Houss Prices vs. funds" and
write: Paul J. Rocksl, Ragal Finan-
clal Centre, 153 Union St, E., Wa- I
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BILL McKEGWN .
Sales Rep.

873-2437
457-9788

To Your NEW HOME.

~ ANDY KING
Sales Rep.

873-1058
457-97808
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-~ 17.1% over
20 vears.

" HOW DOES YOUR RRSP COMPARE?

Be honest.

Over the past 20 years, have your RRSP invest-
rowth Fund's
17.1% average annual compound return?

Very few~—if any —investments and investment OFIE

ments come close to Industrial

fund RRSPs have.

Over the past 12 months alone — after one of the
worst declines in history for the stock market—
Industrial Growth Fund was upafull 1L7%. And the
professtonal managers at Mackenzie Finandialare S YR,

very oplimistic about the future.

S0 why settle for [ess than Industnal

{arowth Fund?

For full information, call

PETER C. MASSON, M.B.A.

REGAL CAPITAL PLANNERS LTD.

10 Fagan Delve, Georgatown, Ontarlo L.76 4P3

877-7216

SAME DAY
TAX RETURNS

HH Guelph S5t Geaotgetawn

877-2217
-'l

INDUSTRIAL
GROWTH:
THE LONG
AND SHORT

1 YR.
AYR.

IL7%
15.4%
15.2%
16.9%
i7.1%

10 YR.
20 YR.
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| I
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All }?urrs to December 31, 1987 are average annual compound returns
based upon the net amornt invesied and include reinvestment of dividends.
Rates of retum are calculated before deduciion of RRSP adminisivalion

fees (maximunt 375 per year). Past
of future resulls. Any offer made

rformance is nol necessanly indicative

by prospectus which contains complele

elatls of all charges. Please read it before making youy purchase and refain

it for fitlure reference.

The industnal Group of Funds |

Locking both ways. To manage your RRSP Better.
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