Sharpening vour RRSP slrateues this year for that edge

What is the difference between 10% and 11%? When it comes
to annual retumgs within your Registered Retirement Savings Plan,
the difference is a lot more than one percentage point.

Improving a 10% average annual return by just one percentage
point increases RRSP-accumulations after 30 years by 31%. Add
two percentage points, and accumulations are increased by 72%.

Whether you invest your RRSP contributions strictly in mutual
funds or are considenng other investment vehicles, it's well worth
the effont to pursue that extra percentage pomnt or two. Here are
six performance boosting strategies to consider.

1. Always maxipnize contributions - It should go without
saying that you should contnbute the maximum to gour RRSP
cach year. However, statistics show that very few Candthans max-
imize therr contnbution. (Your 1994 tax assessment will tel you
the maximum you can contribute for 1995.)

If you will have trouble finding funds for a maximum contribu-
ton, look at the rest of your investment portfolio. Consider cash-
ing 1n interest beanng secunties and using the proceeds for your
RRSP contnbution. You also may be able to transfer investments
such as mutual fund units, stocks, or bonds directly into your
RRSP. Remember. though, that these will be considered to have
been “disposed of " for tax purposes, so any capital gain will be
taxable. Also, be cautious because a loss realized in these circum-
stances cannot be claimed against other gains, nor can it be car-
ned forward

Reduce your laxes

Understanding spousal
contribution rules for RRSPs |

It 15 often said that marriage provides
many benefits such as support, compan-
i®nship and love. But did you know that
marnage benelits can also extend o your
RRSP? -

50, if you haven't started an RRSP
already, visit your nearest financial institu-
hon teday. It's never (0o late to start thank-

There are.

than the spouse

lower marginal tax rale.

Attribution rules
may affect spousal contributions

however, some nstances ]
where the contnbutor will be taxed rather
These instances occur
where atinbution rules apply

T contribute the maximum to your RRSP, you may need to bor-
row. If the.interest rate on the loan is about the same as the eam-
ings rate in the RRSP, this strategy is effective. If you are focus-

g on growth strategies for your RRSP, however, the interest rate

on the loan will typically be lower than the average long term
growth eamings rate in your RRSP. In this case, borrowing makes
more sense. If you pay off the-loan quickly, you'll be even further
ahead.

2. Use up unused contribution room - Check your tax
assessment for unused contnbution room from, previous years
Filling that gap now means more retigement income il the future.

3. Use tax-deferred transfers effectively — You can transfer
amounts from your other RRSPs and in some cases from
Registered Pension Plans (RPPs) and Registered Retirement
Income Funds (RRIFs) owned by you directly to your RRSP ai
any ume. As well, you may be able to transfer a retiring allow-
ance or termination payment to your RRSP. You can transfer up
o $2,000 for each year or part-year of employment before 1996
with your former employer. As well, you can transfer $1,500 for
each year or part-year before 1989 that you were not a member of
the employer’s pension plan or deferred profit sharing plan.

If you have changed jobs recently, look at the consequences of
ranstermng pension plan accumul3tions to a locked-in RRSP.

4. Use of spousal RRSPs wisely - With a spousal RRSP,
you make the contribution to your spouse’'s RRSP within your

own contnbution limit and you rﬁ,cwc the tax deduction

Then, when your spouse eventually receives the retirement
income from the RRSP, it is taxed at his or her marginal tax rate
If your spouse’s marginal rate is lower than your own, this strate-
gy can reduce your family's tax bill significantly once you are
retired. Remember, withdrawals will be traced back o the con- S
inbutor spouse if your spouse withdraws amounts from his or her °
spousal RRSP within three years of your contnibution to the plan

5. Maximize your RRSPs foreign content holdings ~ Up 1o
20% of the cost of investments in your RRSP can be held in for
e1gn secunties, such as international mutual funds.

On the international stage, Canadian stock markets have not by
been outstanding performers over the,past decade. By investing 2
abroad, you may be able to improve your retums substantially

Canaghan mutual funds which hold™mo more than 20% of inter- .
national content are still considered Canadian content for your
RRSP. Adding such mutual funds to your portfolio can increase
the amount of your intermational diversification without affécting
your allowable foreign content™

6. Diversify your RRSP investments - |_iterally hundreds of
different types of secunties qualify as RRSP intvestments. The
most common - mutual funds, GICs and, new for 1995, govern
ment savings bonds - can be registered as RRSP investments

~ Submitted by Jin: Gordon and Hans Beck, Investors Group s
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Insurance Company Segregated Funds

vs Mutual Funds

Points
of Comparison

Inlunnu Company |
Segregrated Funds

v -
Mutual

Funds .
.

Definition

Pools of investment money, managed by
a team of professionals. The Funds’

assets are kept separate from the
company's assets.

Pools uf investment money, managed by
professionals

—

Fund Types

Growth (Canadian Equity, Bond,
Balanced, Money Market, etc.

Stocks, Bonds, Balanced Short-Term,
elc.

RASP /

Qualified investment option for both
registered and non-registered.

Qualified investment option for both
registered and non-registered

Non-Registered j
Creditor

ing about your future. Retirement planning
IS very important for mamed couples, and
that's why a ftull understanding of the spe-
clal RRSP contnbution rules which apply
only to mamed couple (thes includes com-
mon law spouses) 1s important.

These rules are more commonly known
as spousal contnibution rules, and 1f you
take advantage of them, you can provide
yourself with an opportunity to reduce
your taxes when you retire. So let’s look at
how these rules work

Making a spousal contribution

In any given year when you're chgible to
make an RRSP contnbution, you can con
Inbute some, or even all, of your contnbu-
tion himit in your spouse’s name and still
¢larm the contribiition on your tax return as
a lax deduction. In this way, you become
Jhe contnbutor while your spouse becomes
the RRSP plan holder

And what’s more, your contribution does
not affect what your spouse can also con-
tribute to an RRSP and claim the tax
deduction against taxable income

Why make a spousal contribution?

You may ask however, why do such a
thing? Well, contributing to a spousal
RRSP is an effective way to equalize
iIncome between spouses at retirement.
And this may mean an opportunity to
reduce the amoum of tax paid on retire-
ment Income

This 1s because contnbuting to a spousal
RRSP over the years will subsequently
provide for income splitting at retirement.
And through sphtung at retirement. And
_through income spliting, the spouse in a
mgher tax’ bracket can effectively transfer
income 10 the spouse who 1s in a lower tax
bracket

Then, when RRSP funds are withdrawn
al retirement, generally it is the plan hold-
er, your spouse, who pays tax on with-
drawn funds. Consequently, total tax, paid

may be lower if both spouses are taxed at a

Specifically, attnbution rules state that
any withdrawal of funds from an RRSP,
made within three years of the spousal
contnbution, 1s included in taxable income
of the contnbutor rather than in the taxable
income of the spouse recéiving the funds

50, Il 1%wWise 10 consder the many fac-
tors m\.:?nd when you're thinking of
using a spousal RRSP 10 minimize laxes
over the shorter term

- Submunted by Marv Perley of Bank of
Montreal, Milton

Protection? J

Yes — with some restnctions

None

Death Mﬂt
Guarantee

—4

Yes — from 75%-100% of deposits

None

Probate Bypass

RRSP contracts with a named
beneficiary held with a life insurance

company bypass probate.

RRSP conpracts, regardiess of whether
there 1s a named beneficiary or nat, go
through probate. Depending on the

province, the estate may incur probate

Guaranteed
Maturity Value

Yes - from 75%-100% of deposits

.

None
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your 1995 RRSP contribution limit.

ASK FOR DETAILS

“Bank of Montreal's prevaikng prime rate.

INSTANT RRSP LOAN S
AT PRIME*#

A Bank of Montreal Instant RRSP Loan can help you take full advantage of

L

* Available instantly
—approval is automatic

* Borrow as little as $1,000

and up to $7,500
e Choose a fixed or
variable interest rate

MILTON MALL Mon. - Wed.
Thurs.-Fri.

878-8160  Saturday

MILTON

AA

mm Sank of Montreal

IT is POSSIBLE"
INVESTMENT TOOLS FOR REAL LIFE

* Take up to 12 months to

repay your loan

* Even postpone your first

loan payment up to 90 days
(variable rate option only)

10:00-4:30 Mary Perley, Branch Manager — 878-8160

10:00-8:00 | jnda Bourque-Ptolemy,
10:00-3:00  pergonal Loans Manager — 878-3044




