By Peggy Mulligan, C.A.

When we read a pood deteclive
novel, we're keenly aware that
things arc not always what they
scem 1o be. Yet we rarcly have the
samc awarencss when we stash our
hard-carncd money in the bank.
The fact is, however, that in bank-
Ing as in sleuthing it is usually
prolitable o investigate beyond
what scems 1o be the obvious,

When you open a bank account,
lor example, you may be told that it
sams 6 per cent interest. That scems
straightforward cnough. But did
you know that there are two ways
that 6 per cent can be calculated and
that one of them actually carns
slightly morc moncy than the
other?

Intcrest can be quoted at a
“nominal”ratc or an “cifeclive”
ralc, somelimes known as “real”, IT
you have $100 in your bank ac-
count and 1t earns 6 percent inter-

est, compounded semi-annually,

you are actually eaming shghtly
morc than 6 per cent.

Here's how the rcal rate works,
For the first half of the year, your

$100carns 3 percentinterest, or $3.
That interést is “‘compounded” six
months after you open your ac-
count. That i1s, the $3 remains in
your account and you now begin to
carn interest on that interest. For the
remaining six months, you eam 3

per cent on your S10G plus 3 per
cent on your 53 of interest. At the
end of 12 months, you have
$106.09. This means you earmned 6
per cent on your S100 (8106) and 3
per cent on the interest (30.09); a
real rate of 6.09 per cent.

By companson, with an cficclive
interest rate ol 6 per cent, com-
poundcd scmi-annually, you end up
with preciscly S106 at the end of 12

-months. In ¢ssence, the effeclive

ratc mecans that the bank agrees 10
pay you 6 per cent on your $100 at
the cnd of the 12 months, There-
fore, you actually cam slightly lcss
than 3 per cent interest every six
months so that when the interest is
compoundcd your carnings afler
the full 12 months will work out 10
S106.

You can start CPP
benefits at age 60

Did you know you can start to col-
lect your Canada Pension Plan
rclircment bencfiis at any tme after
your 60th birthday? You don't have
to wail 1o 65.

If you declare that you have “sub-

stantially ceased empleyment”.
(which CPP interprets to mean that

your annual eamings from cmploy-
ment or self-employment won’t ex-
ceed the current maximum of
$6,516.72 a year) then you're pen-
sionable!

-For cach month short of your 65th
birthday the pension you receive 1S
reduced by 0.5 per cent. From then
on your monthly cheque will be in-
dexed but it won't suddenly jump (o

way around (00, $O thal your pcn-

sion incrcases 0.5 per cent for cach-

month -you don’t collect alter age
65, to a maximum of 130 per cent
atage 70, whichisthe latest you can

apply. .

Understand
rate options

In order 1o get maximum carning
power from your savings, it is oh-
viously important to understand in-
terest rate opuons, It is also viu! 1o

“understand the power of com-

pounding as banks ofler a stagger-
ing array of compounding options
as well.

Pcrhaps the most dramatic ex-

BRIAN GOODLET
877-5129

“I can help you
choose the RRSP

‘that’s right
for you.”

"The Mutual Group has a full
range of Registered Retirement
Savings Plan investments, Let
me help you make the choice
that's best for your needs. For
personal service, call me."”

Licemed with Mutual Lée of Canada/Mutual
Invesico Ing., two of The Mutual Group.

= | The Mutual Group

—
—
m—
—
=
——
P
—
—_

= Facing Tomorrow
Together
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‘Accountants say interest rates can be déceptiVe

ample of the power of compound-
ing is one that is familiar to many

—the RRSP. If you invest S1000 at
10 per cent compounded annually,
in 20 ycars your RRSP would be
worth 56,527, Invested instead al
10 per cent, compounded semi-an-
nually, your S1,000 would grow to
$7,040 over the 20 years.

Il it scems o be a lot of work to
wade through and compare the

benetits of dilferent types of bank ™

accounls with diflcrent interest
raics and varying compounding op-
tions, remember that you worked
hard for your moncey, s0 you should

makc it work hard for you.

(Pegyy Mulligan is with Price Waterhouse,
Chartered Accounttants )

Associate
Tax Consultants

INCOME TAX RETURNS DONE

Mon - Thurs
Friday
Saturday

900am -530pm
900am -700pm
900am -300pm

101 GUELPH ST., GEORGETOWN

877-2217

OPECIAL OFFER!

WHEN WE DO YOUR INCOME TAX RETURN

WE GUARANTEE DELIVERY TO TAXATION

DATA CANADA THE NEXT DAY. BY COURIER.
AT NO EXTRA CHARGE.

RRSP
results that
speak for

themselves.
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| INDUSTRIAL DAVIDEND FUND 31.3% [ 14.3% | 16.4% | 15.4% | 16.3%
INDUSTRIAL EQUITY FUND 16.9% | 11.9% | 11.0% | 14.2% | 15.5%
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DON'T FACE THE e INDUSTRIAL GROWTH FUND 26.6% | 14.3% 17.4%
NEW TAX LAWS

ALONE!

125

the “age 65 level” when you pass
that birthday.

Incidenially, it works the other

.

INDUSTRIAL HORIZON FUND 22.9%| — = 14.0%
INDUSTRIAL INOOME FUND 11.6% | 13.7% | 15.8% 11.1%
INDUSTRIAL PENSION FUND 29.9%( 13.2% | 14.8% 16.5%

MACKENZIE BQUITY FUND 28.8% [ 13.4% | 15.3% 15.0%

MACKENZIE MORTGAGE &
INCOME FUND 1z.ﬁx| 13.8% | 15.2% 16.2%

= FORMORE INFORMATION ON THESE AND ANY OTHER AASP INVESTMENTS CONTACT:

CAPFTAL PETER C. MASSON, m.B.A.
10 Fagan Drive,

PLANNERS Georgetown, Ont. L7G 4P3
LTD. Phone (416) 877-7216

OVYER 20 YEARS OF HELPING CANADIANS
REACH FINANCIAL INDEPENDENCE

The Industrial Group of Funds

vanaged by Mackenzie Financial Corporation

Rate subject to change.

" 1/4% BONUS

When you make your 1988/89 RRSP contribution to
a 1-5 year TERM-RRSP at First City Trust, you’ll earn
an automatic 1/4% BONUS above our posted rate!*

See your First City Trust branch staff or authorized
agent for details. Offer valid through March 1, 1989.

Take advantage of the exclusive First
City Trust RRSP Retirement Forecast -
a.computer projection of your personal
RRSP savings. It's yours for the asking §
when you make your contribution.

* Existing deposits or transfers are not eligible for this Bonus.
Offer subject to withdrawal at any time.

With the sweepirig
changes in the tax laws,
many Canadians are
confused as to how their
income tax returns will be
affected. At H&R Block,
we have the answers. Our
specially trained tax
preparers will always find
you every deduction and
credit to which you are
entitied. Come to H&R
Block this year—we'll get
you the biggest refund you
have coming.
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IF THERE'S EVER A TIME FOR

Exclusively for personal investment savings

YOUR AUTHORIZED AGENTIS: average annial nd relurns
JACK BOULEY ‘ WS s, P0050d 0N the nel income invested and

. ?’ including reinpesiment of dividends
SUTHERLAND IN\/EST MENTS
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mdide only ich conlains
GEORGETOWN

Al figures to January 31, 1989 are

IT'S NOW

T4A Main St. North
~ Moore Park Plaza_
_ Georgetown

877-6733

- 8 M1 St Easli
Aclon

- 853-1771

TCGRONTO LINE:

14(416)-736-6622

complele delatls of all charges. Please
and income.

read il before making a purchase and
relain it jor future m%m .

877-0949




