INDEPENDENT

Tax benefits await

Investing in RRSPs

Canadians who invest in registered
retirement savings plans by Feb. 29 will
save about $5 billion In 1995 tax
payments — but their savings could be
far greater if they took more advantage
of the current $154 billion contribution
ceiling.

Although Canadians invested a
record $20.9 billion in RRSP’s in the 1994
tax year, taxfilers are using less than
15% of their contribution Ilimit,
according to Statistics Canada.

The government allows RRSP buyers
until Feb. 29 to make a contribution that
can be deducted from last year’s earned
income, resulting in a deduction of tax
payable. While financial planners urge
taxpayers to contribute on a monthly
basis throughout the year, many defer
their purchase until the last minute. For
the 1995 tax year, the maximum
contribution is the lesser of $14,500 or
18% of earned income, minus pension
adjustments.

The $154 billion contribution celling —
representing potential tax deferments of
some $35 billion (equal to this year’s
federal government deficit) - is arrived
at by combining current deduction
entitlements with unused deductions
carried forward from previous years.

“There’s absolutely no chance of
Canadians getting anywhere near their
limit”, says Janice Penner of Investors
Group Inc., one of Canada’ s leading
financial planning companies.

“It’s in the interests of every
taxpayer to use as much of their
contribution limit as they can even if it
is only a small portion of what they’re

Which investment is right for
Me this RRSP season?

entitled to,” says Penner, who 1is
Director of Marketing of the Winnipeg-
based financial planning organization
and mutual fund distributor.

Statistics Canada reports that the
number of Canadians contributing to
RRSPs is growing — up by four per cent
in 1994 from 1993, with 5.3 million people,
or nearly one in three taxpayers,
investing at least part of their
contribution limit. While women made
up half of all taxfilers, only 43% made
RRSP contributions.

RRSPs are offered by all types of
financial institutions. They provide for
investments to be made in different
types of mutual funds or such vehicles
as guaranteed investment certificates
or term deposits. If a taxpayer wishes, a
self-directed plan can be set up in which
the individual selects stocks, bonds or
other types of investments.

Mutual funds appear to be the most
popular type of RRSP investment, says
Penner. She cites the growing number
and wider variety of mutual funds. Her
own company, Investors Group, 1S
nearly doubling the number of mutual
funds its offers, including new funds
managed by such global names as
Merrill Lynch and Rothschild.

Whatever one’s situation, Penner has
two recommendations for all RRSP
buyers. “First, contribute as much as
you can by Feb. 29 to take advantage of
the 1995 tax deferral. Second, try to start
contributing on a monthly basis from
now on so that your new investment is
working for you cn a year-round basis.”

Provided by The Investors Group Inc.

- We will give you a comprehensive
personal portfolio review and help you choose an
investment strategy that matches your needs.

As experienced professional advisers, we
provide advice and support long after your initial
investment.

Drop in from 8:30 to 5:00 or call to arrange an
appointment. Evenings available.

MONEY

905) 873-1877

CONCEPTS

The Money Management People
348 Guelph Street, Georgetown
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Put More Money
four Pocket.
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Borrowing Your RSP Contribution
Can Actually SAVE You Money.

One of the few remaining ways
Canadians can reduce the income tax
they pay is by making contributions to an
RSP. However, few of us have the cash
required to make our maximum contribu-
tion.

Scenario #2

John borrows the additional $6,000 to
reach his goal of making his maximum
contribution of $8,100. At his combined
tax rate of 42%, his tax savings will be
$3,402. If he receives this as a tax
refund, he can reduce his loan immedi-

By borrowing your maximum contribution,
ately to $2,598.

you can lower the amount of tax you pay
now, and actually keep more of your hard
earned money. Consider the following
example.

$6,000
$3,402

original amount borrowed
less his tax refund amount
applied to the loan

$2.598 new loan balance

John, age 30, has a maximum RSP
contribution limit of $8,100. So far, he’s
only been able to save $2,100. Let’s
consider the benefits of John borrowing
the additional $6,000 he needs to reach
his limit.

John has also made a big difference in
the value of his savings for his retirement
years. By borrowing the $6,000 required
to make his maximum contribution, John’s
$8,100 contribution, earning 10%, will
have grown to $88,000 at age 55. That’s
$65,000 more than if he only contributed
$2,100! That’s the power of borrowing
your maximum contribution.

Scenario #1

John decides not to borrow, leaving his
total 1995 RSP contribution amount at
$2,100. Assuming his combined federal
and provincial tax rate is about 42%, his
tax savings would be $882 (42% x
$2,100). If his $2,100 RSP investment
earns 10% per year over 25 years, it will

grow to $23,000.
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municipal trust

The hometown alternative to big city banks.

We’'ll prepare an RSP loan for you in
twenty minutes. Visit your local branch for
more details.
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GEORGETOWN « 2 Mountainview Rd. S. & Hwy. 7 « 873-4077 « Bill Price, Branch Manager !
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