' $500 ‘spent’ means a future loss

{NC)—1 had 10 leam it from my wife,
She confronted me with the siate-

ment: “Did you know our youngest .

son (aged 16} cashed in $500 of his
mutual fund investments you made
for him?

I had 1o answer truthfully, *No. 1
didn't.”

You sec, [, as a parent, had deemed
that each of our five children should
end up being millionaires at age 63. |
knew that if [ invested $140 for them
at birth, and itaverzged 15 percent per
ycar through to age 65 {which mutual
funds have proven (o do), that $140
wollld be worth over $1.230.000 {over
one and a quarter million) at age 65.
Mathematics alone tells me that.

5o, I invesied that $148 {or them at
birth. Truc, 1 didn't know about those
formulas when the it two were
bom, s0 ! had 1o invest a larger
amount when they were older. You
would have to mw:: $281] in them at
age five Lo have the same fesult, and
$566 for a child 10-years-0ld, to end
up with $1,250.000,

In the case of our l6-year-old., the
$140 mutual fund investment had
grown to almost $2.000 (it averuged
better than 1.5 percent). He decided he
wanted 3 motorcycke (o pet back and
forth to work easier {since he was 14
he's been working 25 a packer and
carry-aut person at one of the local
supermarkets = after school and Sa-

turdays). While he had saved some’

moncy, he was apparently $500 short,
so he cashed in some of his mutual
funds. -

1 didn't like it, but italso opened up
an opportunity to got a message

acToss,
“Remember,™ I asked him, “'the nid-
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IT'S YOUR
. MONEY

Paul J. Rocked

die you poscd to me a few manths
ago? The one where you asked if I'd
rather have $100.000 for working the
full 31 days of a month, or being paid
01 {one cent) the first day, II]I the
second day, .04 the third day, and so
doubling the amount every day for the
3| days? Do you remember the
answer?

“Certainly,” be replied, “The per-
son who took the penny the first day,
wo cents the second day, ete., ended
up with over $20 million in total pay
(521475399 to be exact) for the 3|
days. That was much better than the

$100,000 offered for the month.™
“Now.” 1 responded, “let’s apply
the same . principle to your life. Re-

- member that monies avcraging 15 per-

cent per year, double in value every
five years. Just like the “worker” who

isifon
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took the onc cent the Lirst day, and
then doubled cach amount in the suc-
ceeding days, would you sit down'and
double $500 cvery five years, starting
at age 16 through to age 66, and tell
fne what answer you get.”

! gave him b pencil and paper, and

HALTON HILLS OUTLOOX, Ssterdsy, April 19, 1088 « Page 7

Oatloo on Business

of over $500, 000

asked him to figure it out, which he
went away and did.

When later | asked for the answer,
he told me the 3500 at age .16, if

© doubled every five years, would be

worth $312,000 at age 66, That's over
one-half million dolfars.

He was night,

His comment: “Gee, Dad, 1 better
replace that $500 as soon as T can.” (]
hadn't asked him 10.)

Possibly thay $500 was the best ex-
penditure he ever made, or will make,
beeatise it was used to teacha valuable |

lesson. Too many of us save, or usw
our savings, to spend “Now,"™ without
giving a thought as to how much that
“now*' expenditure cost us, in fosr fu-
lure benelits. I we are saving to buld -
a “second income’ (first income i3
YOU AT WORK, sccond income is
MONEY AT*WORK), wc should
allow it 10 build, add to it regularly
from our first income, until such tirme
as we [eel comlontable that that sec-
ond income it sulficicnt to support us.

Fu-mmuﬂmlim wrile:
Feur C. Masson, M.B.A., Regal
l-ll Plassers Ltd., 19 Fagan
ve, (reorgeiown, Omi. L1G 4P1.

PAUL J. ROCKEL is author of the
book “Why | invest In Mulusl Funds”
and President of Regal Capital
Planners Lid.
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