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You can indeed achieve financial independence

By PAUL J. ROCKEL
Herald Special

Wouldn't it be wonderful if
every Canadian could achieve
financial independence? But,
economists and other financial
“experts’’ tell us that only two
per cent.of Canadians will end up
with sufficient assets of their own

retire and maintain their
cevious standard of living.

Many think that we don't need
those assets because the govern-
ment forces us to save by making
us contribute to the Canada Pen-
sion Plan. It also taxes us extra
so that we can receive the Old
Age Security payment at age 65.
Ask anyone who is recelving
these payments if that is enough
to live on and they will be quick to
tell you ““‘no way!”.

Even with these benefits, they
tell us that only five out of every
100 people will be able to main-
tain their standard of living until
they die. Yet, I believe every
Canadian can enjoy a measure of
wealth, if only they would apply
one simple rule.

“Save a part of what you earn,
and let the earnings compound”’

Providing that you apply this
rule when you are relatively
young, when you retire, if you
have followed that advice, you
will have all the assels that you
need to retire in dignity.

Sounds simple, so why aren't
more retirees financially in-

dependent?

People don’t plan to fail - they
fail to plan.

Time, the value of compoun-
ding, and rate of return, are the
keys to achieving wealth. As an
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illustration, if you save $5.00 per
day ($1,825 yearly) growing at 15
per cent through to age. 65, a per-
son starting at age 40 would have
$388,347, but the person who
started at age 35 would have
$793,410 and the person who
started at age 30 would have
$1,608,135.

Sounds good! So, how do you do
it? Follow another easy rule.

New rules encourages retirement savings

New RRSP rules provide more
tax benefits to encourage retire-
ment savings. -

Over the past few vears,
changes .in federal law have vir-
tually eliminated any opportunity
for average Canadians to shelter
their earnings from taxation,

In 1587, for example, the $1,000
Investment Income Deduction
was consigned to the legisiative

scrap heap, along with a number
of other traditional tax deduc-

tions. Last year, the Pension In-
come. Deduction was downgraded
toa tax credit.

All of which tends to suggest

that Ottawa has a very keen ap-
petite for potential sources of tax

revenue, So why was it that, in
the summer of 1990, our federal
government a bill that
deliberately . encourages Cana-
dians toreduce their taxes?

What I'm referring . to, of
course, i3 the new pension reform
legislation - specifically, the new
rules providing for much higher
contributions to RRSPs (up to
$11,500) starting in the 1891 tax
year. The consequences of these
rules, while certainly beneficial
for  RRSP. investors will be
millions of dollars lost or defer-
red tax revenue for Revenue

Canada.

Clearly, the federal govern-
ment believes it has an important
responsibility to encourage more
Canadians to put more of their
money aside for retirement. The
question is why?
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Aging baby boomers
One answer can be found in the
unprecedented number of Cana-
dians who will be reaching retire-
ment age over the next few
decades. By 1996, almost a third

of the population will be over the

age of 50. And in only 20 years,
seniors’ centres across the coun-
try will be welcoming their first
members from the baby boom
generation.
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The result will be a major shift
in the demographic. profile of our
society, with fewer people in the
work force having to provide
social benefits for considerably
more retirees. And because
average life expectancy con-
tinyes to rigse, these benefits will
be required for a greater number
of years.

While no one is predicting the
day when the government stops
mailing out its pension cheques,
the fact remains that Ottawa
may eventually have to cut back

on its traditional level of social
assistance to retirees. Given this
prospect, it's not surprising that
Canadians are being encouraged
to assume a greater level of
responsibility for their financial
security in the future.
Significant tax incentives

Certainly, it appears that we
need the encouragement. Ac-
cording to a recent Gallup survey
of Canadians' financial
preparedness for retirement, on-
ly 46 per cent of people interview-
ed were enrolled in a retirement
savings plan or a company pen-
sion plan. More than 30 per cent
had no savings or investment pro-
gram of any kind set up to pro-
vide income for retirement.

Not surprisingly, the survey
concluded that many Canadians
are dangerously ill-prepared for
retirement; some, it said, will
simply be unable to retire.

The outlook is not entirely
bleak, however. As more and
more people get closer to retire-
ment, it seems reasonable to
assume that interest in RRSPs
will continue to grow.

And besides, who can resist an
opportunity to pay less taxes?

For [urther ivformation con-
tact Anne Kelly, Branch
Manager, Bank of Montreal,
Georgetown 877-5141; Edna
Perkons, Branch Manager, Acton
853-1100. Edward VanderVelde 1s
the Independent Business
Manager, Bank of Montreal for
the Town of Halton Hills, 873-1681.

Why wait for your tax refund when
you could get Cash Back fast?

If you quality

you can get a cheque for

85% ot the first $300 of your tax refund
and 95% of the rest. Plus your tax return
will be prepared at no extra charge. So
why wait for the refund cheque to arrive
by mail? Ask about Cash Back at H&R
Block, and get your refund fast.

7 James St., Georgetown

~ (416) 873-7855

Pay yourself first
There is an easy, almost
painless way to do it. The savers
will save through a PAC. That
stanas for Pre-Authorized Cheu-
ge. Many of us use PAC's to make

“monthly payments on our homes.

The bank or trust company, once
authorized, sends the prescribed
amount to the morigage holder
every month. We should do the
same with our “pay yourself
first’ savings, and invest those
regular payments.

My experience after 30 years in
the investment business con-
vinces me that mutual funds are
the best way for the average per-
son to invest their savings,
Mutual funds are professionally
managed investment enterprises
in which people can pool their
money and share in the growth
and gain of a portfolio of stocks
an<i other securities. Because of
the diversification within the
portfolio, participants in the fund
will own a small portion of a wide
variety of investments,

Buying shares in a mutugl fund
is like hiring your very own in-
vestment counsellor. Each fund
employs a full-time manager or
managers who constantly over-
sees the performance of each
component of the portfolio.
There's no need to worry what or
when to buy or sell. It's all done
by someone who's trained and
well qualified to do the thinking
and transactions for you.

Our government encourages all
of us to save for our future
through the RRSP program
whereby we get a tax saving if we
contribute to an RRSP. Surpris-
ingly less than half of all working

- Canadians take advantage of this

excellent program,

You can put mutual funds in
your RRSP and have the profes-
sionals manage your money for
you. And, you can Invest as ljttle
as $30.00 per month in a mutua)
fund through a PAC.

Contact a financial planner to
get started in the right direction,

For a free long term com-
parison between an equity
muiual fund RRSP and an RRSP

Investment earning len per cent

contact Peler C. Masson, 10

Fagan Drive, Georgelown, Ont.

ot phone 877-7218.

Paul J. Rockel is the author of
the best seller “Why I Invest in
Mutual Funds' and President of
Regal Capital Planners. Limited,

a 24 year olf financial planning

company with offices from coast
tocoast in Canada,
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“How do they

manage to do it?”

WE MANAGE.
TO OUTPERFORM.

This chan represems the performance of Trimark Canadian Fund's 10 year average anniual compound
tate of retwsm to October 3, 1991 of 14.1%. The Latest 1, Yand 5 year retums are 23.4%, .2% and 92%
respeciively. These rates of retumn reflect disiributions reinvested, exclude sales charges and RRSP
administsation fees and have been audited by Ems & Young Chanered Accountants. All results are based
‘on past performance and are not Indicative of future resulls. Funds are offered by prospectus only.
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