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CHAPTER 1

confronting the debt challenge

A lot has changed in the last three years since I wrote this book. First titled The Smart Canadian’s Guide to Building Wealth, the publisher asked if we could change the title to The Smart Canadian’s Guide to Saving Money. Since both essentially mean the same thing, I said sure, but make no mistake—this is a revised edition of that book. It does have new information, statistics, and strategies to build wealth and save money, but I think after the severe toll the stock markets have taken on the savings and investments of many Canadians over the past few years, specifically the major downturn in September and October of 2008, have many consumers as interested in saving money and balancing the family books as they are in trying to build an investment portfolio, hence the publisher’s wish to tweak the title. Also, in my daily role with CTV television, I’m always doing my best to help consumers save money. This book contains solid information from many experts that can help you do both. After all, if you can save money, you can build wealth too.

Whether you call it a recession, a downturn, or an economic slowdown, the global market corrections, inflation, and job losses that came during 2007-2008 had many Canadians worried, jittery and even angry about their investment portfolios. After enjoying double-digit growth and low interest rates, now many homeowners are seeing their houses, condos, and cottages decreasing in value.  Investment portfolios have been hammered by falling stock prices and many people have seen their investments decline 30 percent to 50 percent depending on how aggressive their holdings were. Aside from people lucky or prudent enough to be holding safe securities such as government bonds, GICs, and cash no sector was untouched as the problems in the United States with its mortgage meltdown, imploding hedge funds and credit crisis affected the rest of the world including us here in Canada. Rising prices for wheat, corn, rice, and other staples have led to “foodflation,” a new reality that we will now have to pay more than ever for groceries. Rising gas prices are costing Canadians hundreds to thousands of dollars a year more in fuel costs. In 2008 as oil hit $150 a barrel General Motors had to consider to stop making its gas-guzzling Hummer. But along with the crash of the markets, oil tumbled back down to $70 a barrel. Where it will be in the future is anyone’s guess. Interest rates which had to be slashed following Black October to help bring some stability to the market eventually will have nowhere to go but up, and many Canadians are loaded with mortgage debt, credit line debt, credit card debt, car loans and leases, and other expenses, and they are not sure how they will get them paid off. Of course, taxes in all forms—property tax, income tax, and the PST and GST—aren’t going anywhere either. It can get a little depressing and has many people wondering if the good times have come to an end.

Well, don’t panic! There is much to be positive about. Gas prices have fallen from highs of $1.50 a litre, and vehicle prices are down. The stock market has declined, but it means there are some great buying opportunities. Some foods cost more, but some actually cost less. A slowing housing market can create opportunities to invest and new tax changes will help you save money this year. To get ahead in 2009, 2010, and 2011, the most important thing, which is at the core of this book, is to control your spending. My concern has always been that we have become a consumption-driven society, buying things we don’t need with money we don’t have. While there was a time you would never buy something on credit, now drowning in debt is the new normal. We buy cars we can’t afford, big-screen  TVs on credit cards, and do expensive home renovations on lines of credit. We’re not about keeping up with the Joneses but surpassing them. Well, I’ve got news for you—the Joneses are broke!

Forty years ago, debt loads were much lower in Canada, and guess what? Forty years ago, credit cards were just being introduced. That little piece of plastic is responsible for changing attitudes about debt and is one of the main reasons Canadians are in such rough financial shape today. Building wealth is possible for all of us, and it is never too late to start. To do so, though, we must take charge of our finances, reduce debt, save money, and invest wisely. As the consumer reporter for CTV, I get to see the most cutting-edge products and services in the marketplace whether it’s solar-powered lawn mowers or hotels designed for dogs and cats. How about a TV built into a bathroom mirror—for $5,000. Putting greens for your backyard—$10,000. A fridge with an Internet-accessing computer screen in the door—$7,000. Would I buy any of this stuff? No way! I do find it fascinating to see the kinds of new products on the market, consumer trends, and what may eventually be mass-produced so that one day I can afford to buy them.

Not long ago I was at someone’s house and he had recently renovated the home, spending over $100,000 dollars. It looked great and even though he was finished, he still wasn’t happy with the outcome and planned to spend tens of thousands more. I said, “You know it looks fine and it doesn’t have to be perfect,” at which point he looked at me incredulously and said, “Well, of course it does!” It is this quest for perfection—this keeping up with the Joneses—that keeps many Canadians trapped in a cycle of debt. I recall a time when I did a story on the best family van on the market. This particular year it was the Toyota Sienna. I later heard from a couple who took out a $45,000 loan against their home to buy one because they wanted the “best” van there was. Did they really need it, or would a three-year-old domestic van at one-third of the price have been good enough to shuttle their kids to hockey and make runs to the grocery store? Do we always need the best of everything? Of course we don’t.

While there are many of us who have our finances in order and are prudent with the way we shop and save, about half of us are lurching from paycheque to paycheque, spending all of it as we go. There is no plan for retirement, no emergency fund for a rainy day, and no savings in the savings account. This group of people has tens of thousands of dollars in what I call junk debt. Junk debt is all of the bills that have been consolidated so many times we can’t even remember what the original debt was for. Too many of us are secretly hoping our numbers will come up and we’ll win the lottery or inherit wealth so we can coast into our retirement with a nice big bank account. Some plan. The truth is that in our lifetimes, most of us will have more than a $1 million pass through our hands. Many of us will have several million dollars channelled through our bank accounts. What are you doing with your money? Can you find the power to harness that money and make it work for you? Or will you simply trudge along, spending it week in and week out, living from one paycheque to the next? If you think you won’t get ahead, you won’t. It’s a self-fulfilling prophecy.

Earning more is not always the answer, either. Some people will work long hours, be away from their children, and stress their marriage for an extra $5,000-$10,000 a year in overtime. The government is going to take one-half to one-third of it, depending on your tax bracket, so you may be left with only $3,000-$5,000 in after-tax dollars. Imagine if you just tried to cut back your personal spending by that amount in a year and still spend time with your kids and spouse. Spending less on a family vacation, a barbecue, or a home renovation can easily save you that amount. For a family with a combined income of $100,000, saving $5,000 after tax is as good as earning $10,000 of salary or income.

I should stress that I don’t believe people should become misers who nickel and dime friends and businesses to try to get ahead. Someone once told me how she had devised a plan to buy things at a major department store and then return used goods by switching receipts. She was proud of this scheme while all I saw was fraud. What good is it to wind up wealthy later in life if we are like Ebenezer  Scrooge, huddled in a room all alone, counting our money? If the ghosts of past, present, and future come to visit me, I hope I like what I see. This book is to help you make wise decisions that will enable you to keep more of your hard-earned money instead of giving it to large corporations. Think about it. When you are loaded with debt, you are giving away thousands of dollars every year to banks and creditors. Once you have amassed wealth and are free of debt, you will be in a position to sponsor a child in a Third World country; give money to a charity; buy a round of drinks; or spoil your kids, nephews, and nieces rotten with a vacation. Wouldn’t that be a lot more satisfying than handing over your money to some large, faceless corporation?

If you’ve had enough and want to get a handle on your finances, then this book is for you. It’s not easy to become debt-free and make the wise decisions we should be making. It’s about sacrifice and discipline; it’s about having a plan and sticking to it, and making sure everyone else in your household does, too. Becoming financially self-sufficient isn’t easy, but it is possible for every one of us. In this book I will look at some of the most important steps necessary to build wealth and become free from the shackles of debt. We will start off with insight from Canadians who have shown it is possible to get ahead and become financially secure (and some of them downright rich). We will look at getting your finances in order, speak with experts to see if your investing strategies are on track, make sure your expenses related to shelter and transportation are not excessive, and provide you with general information to help you deal with life’s unexpected curveballs. I’m not just talking the talk, either. I’m walking the walk. I want to be debt-free, too, so I can be financially secure in my retirement, travel the world, help my children, and be charitable to worthy causes. I hope you enjoy this book and that it helps you and your family on your journey to financial peace.




CHAPTER 2

taking wisdom from successful Canadians

Quotations have always fascinated me. Those short nuggets of wisdom express and illuminate life, love, money, and thoughts on any number of topics. I was pleased to include excellent advice from many wealthy and successful Canadians in the first edition of my book and I am fortunate enough to have many more great quotes from Canadian business executives, artists, authors, and politicians. Living in Durham region east of Toronto, I am actually only a block away from one of our country’s most powerful and influential politicians when it comes to money—Canadian Finance Minister Jim Flaherty. I occasionally see him on Canada Day at ceremonies when I help out with the swearing-in of new Canadian citizens, something I enjoy doing. Flaherty has his hands on Canada’s purse strings and controls billions of Canadian tax dollars. I asked him what financial advice he could pass on to the average Canadian, and he gave me this quote:Creating budgets and savings, paying off debt, investing wisely—all welcome and essential advice for Canadian families. The Smart Canadian’s Guide to Saving Moneyencourages financial literacy, a worthwhile goal for every Canadian.




I didn’t expect a plug from the Finance Minister of Canada for my book, but I’ll take it! It’s true that all of us should be doing  more reading, research, and studying into our finances as it affects so many other areas of our lives. One of my favourite quotes came from someone I met as a teenager when I took a job on a farm in Lucan, Ontario. Fred Lewis is a very successful man who has amassed great wealth through land ownership and poultry production. When I asked him what he attributed his success to, he told me this one simple thing that I’ve never forgotten: “If you want to be successful, just make the right decisions every day.” Sounds easy enough, but it’s hard to do. However, if you really thought about what you should and shouldn’t spend money on every day, over time you couldn’t help but be successful.

For this book I wanted to find out if there were any words of wisdom that wealthy, accomplished Canadians could pass on to the rest of us about success in their lives. I asked them to think about a quote, short story, or piece of advice that they could share with others that might help them be successful. Some wrote back with advice about money and others about choosing the right career, while still others spoke of the importance of giving back to the community once they became successful. All of the comments are interesting and informative and I thank everyone for taking part.

Not everyone I contacted was interested in providing a quote, but in true Canadian fashion, they were polite as they declined. Representatives for Céline Dion said she was too busy singing in Las Vegas (and I’m sure she was). Keanu Reeves was on some far-flung movie set, but his assistant assured me he was honoured to be asked. Movie director James Cameron was underwater in a submarine somewhere, but passed along his best wishes. The rep for Paul Shaffer, of “The Late Show with David Letterman,” said that contractually, Paul wasn’t allowed to, but that he was pleased he was included in any list of successful Canadians.

Something also happened that caught me by surprise. I wrote a letter to one well-known, successful Canadian whom I thought I might hear from, but didn’t. I ran into him at a function in Toronto some time later and he was embarrassed to say that he might be famous and successful, but that, unfortunately, he wasn’t  very good with his money. “I would be a hypocrite if I tried to give other people financial advice,” he said. Another person I sent a letter to later told me, “If you want financial advice, ask my ex-wife. She’s got all the money.” To me this was a bit of a wake-up call that while it may appear that you are successful, your bank account could be nearly empty. This is, of course, true of how many Canadians are living today.
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One of my favourite quotes came from former Alberta Premier Ralph Klein. In a province rich with resources, he led a government that had its fiscal house in order. It’s also Canada’s only province that doesn’t have a provincial sales tax. Klein compares running a province to running a household:Albertans have a long-standing reputation for being fiscally conservative, and that tendency has always been reflected in my government’s approach to handling the province’s finances and spending taxpayer dollars. If I could share one piece of advice with Canadians interested in becoming wise consumers and saving money, it would be this: When my government first began working to get Alberta’s fiscal house in order, we quickly realized that the province did not have a revenue problem; it had a spending problem. We spent years paying off deficit and debt and Albertans had to sacrifice to get back into the black. My advice is simple: Never spend what you do not have. It is far better ... to put off a purchase for three months until you can afford it than to spend the next six months paying it off. Do not line the pockets of your bank; line your own!




Canadian rocker Sass Jordan, who topped the music charts throughout the 1980s and 1990s, is now a judge scouting new talent on the hugely popular “Canadian Idol.” Jordan comes across as a very caring person, so it was no surprise that she had some good advice to pass on to Canadians who want to get ahead. (I especially like the “buy pre-owned” line, Sass!)

In my opinion, the wisest investment you could ever make is in yourself. Whatever attracts you as a career, invest in that. If you are drawn to a particular career, invest in educating yourself about it, everything about it. The knowledge you accumulate will pay off huge dividends as you age. Use one credit card, and one only. Pay it off every month. Ownership is key as well,  unless it is something you are prepared to pay for as a form of convenience. Buy pre-owned as much as possible while you build your wealth. You prosper once you believe that you can.


Who would know more about money than a CEO of a Canadian bank? John Hunkin, former president and CEO of the Canadian Imperial Bank of Commerce, told me the key to financial success was to save and save early:If there is one piece of financial advice I would give people, it would be to save and invest as early as possible in life. Thanks to the magic of compound interest and the track record of equity investment growth over the mid- to long term, this is the best single move that one can make.




[image: 003]

CTV’s Lloyd Robertson is Canada’s most trusted news anchor and, in case you didn’t know it, he’s also a very nice guy. I asked Lloyd if there was anything he could pass on to the average Canadian regarding finances, and he told me that he learned the value of money early. Robertson was born during the Great Depression and his father instilled in him that he should hang onto any job he might get, work hard, and save his money.

I can recall that my first job was after school and Saturdays at the Dufferin Market in my hometown of Stratford, Ontario. I delivered groceries on a bicycle and stocked shelves. One early spring day, with a big box of goods stacked in a cardboard box on my bike’s carrier, I went spinning out of control on a patch of black ice and smashed onto the roadway. I picked up a couple of bruises, but, more importantly, the groceries spilled all over the street and a large glass bottle of Javex broke in a hundred pieces and the smelly liquid oozed its way through the celery, apples, and potatoes. Twelve dollars’ worth of supplies, a lot of money in the late 1940s, was completely ruined. There was never any question that the money would come out of my pay. Since I was making about $4.50 a week, it took me three weeks to pay off the store. It was a lesson learned in the true value of the dollar.
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James (Jimmy) Pattison is a Vancouver-based entrepreneur who is the chairman, president, CEO, and sole owner of the Jim Pattison Group, one of Canada’s largest privately held companies. While  growing up, he sold magazine subscriptions and garden seeds door to door, and while attending university, he washed cars and worked at a used car lot. He worked his way up to owning a car dealership, which then turned into 13 dealerships. He eventually expanded his empire into transportation, communications, food products, packaging, real estate, financial services, and the Ripley’s Believe It or Not! museums. His company currently has a net value of $5.2 billion and employs 26,000 people in 48 countries—not bad for someone who started out selling garden seeds door to door. I asked Pattison what advice he could give the rest of us to be successful.

I have never met anyone who was successful at anything who didn’t work extremely hard. If you are going to be a good violin player, you have to practise. If you work hard and force yourself to save money early in life, then I don’t think you can miss. But you have to want it to succeed. It has to come from within.
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Galen Weston and his family have a net worth of about $8.7 billion, second only to the Thomson family, who have a net worth of $22 billion. The food empire, George Weston Limited, owns Loblaw Companies Limited, the largest food retailer in Canada. It has more than 10,900 supermarkets operating under the Atlantic Superstore, SaveEasy, Maxi, Provigo, Fortinos, Loblaws, Zehrs, No Frills, Valu Mart, Extra Foods, Your Independent Grocer, and The Real Canadian Superstore banners. I would guess that Weston is a sailor and I thank him for this bit of advice, which he must call on when there are storms on the horizon in the boardroom: “’Tis the set of the sails and not the gales that determine the way they go.”
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He may not be the financially richest man in Canada, but Philip Maher, of World Vision, is definitely one of the richest in spirit and one of the most impressive people I have ever met. When I travelled to Uganda with World Vision to take part in a project to renovate a centre where children of war would be rehabilitated, Philip Maher  was in charge of ensuring that our group was kept safe and that we got the job done. Maher has travelled to more than 80 countries around the world, helping eradicate poverty and bringing about a better standard of living for the world’s poor. I remembered this quote from Maher as he spoke under the hot African sun about the people he has met in his travels around the globe:I’ve travelled the world and I’ve seen greedy rich people and generous poor people. I’ve also seen generous rich people and greedy poor people.
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One of my favourite paintings is one called Pancho by Canadian artist Ken Danby. You may be more familiar with At the Crease, the famous painting of a goalie standing in front of a hockey net, waiting for the action to happen. That print is hanging in tens of thousands of homes across Canada. Danby is one of this country’s greatest artists who died too soon at the age of 67 in 2007. He left behind a legacy of his work and this advice to help his fellow Canadians:As an artist, my focus is always on the creation of my work and the means to achieve it. Therefore, I must also remain aware of my ability to financially sustain my efforts by thinking ahead, rather than simply month by month. As a result, my commitments are planned at least a year in advance, knowing what can be successfully achieved in that period. I never use credit cards for borrowing—only for convenience and record keeping—so the monthly balance is always paid without incurring interest. My philosophy is that every day is a learning experience, as is every painting that I create. Therefore, my best work will always be my next, which is the only criterion that can attempt to ensure my future.
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Moses Znaimer is the internationally known Canadian broadcaster who helped change the television landscape with the launch of Citytv in Toronto. He is responsible for the creation of MuchMusic, Bravo! and MusiquePlus, as well as many other television channels and productions. He has been at the forefront of television programming, developing shows and talent. He is not just a broadcaster  but also an entrepreneur, quitting the CBC to start up Toronto’s first UHF station, Channel 57, in 1972, now known as Citytv. Znaimer’s distinctive visionary style is now being copied across the country and around the world. He also has an alliance with the Canadian Association for Retired Persons and helped rename CARP’s magazine Zoomer. A “Zoomer” is a Boomer with zip, says Znaimer. When I asked Znaimer for advice for the average Canadian, he said to be the boss, do something you love, and eventually you will make money at it.

In my opinion, the most important thing is autonomy. Bosses live longer. It’s a fact. So my advice is, forget the job. Start something for yourself, something that expresses you in the sense that you’d be doing it even if it didn’t make you lots of money. Whatever it is, stick with it, suffer as you must, but know that the problems will eventually yield and you will get rich in spirit as well as in stuff. Remember, it’s important to make money as well as things. That proves that someone other than you cares for the work. But it’s equally important to make things, useful things, as well as money, because financial jiggery-pokery soon leads to business and social sterility.
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Alex Trebek, the host of the popular game show “Jeopardy,” is a proud Canadian who hails from Sudbury, Ontario. He’s a busy man, but took the time to fax me this quote. (I’ll take “How to be careful with money” for 100, Alex.)

Pay off your credit cards every month and be careful when asked to invest in large projects.
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Canada lost an excellent broadcaster when Jim O’Connell, of the Business News Network, formerly Report on Business Television, died of colon cancer in 2007. O’Connell was also a former international correspondent with CTV News, serving as bureau chief in Washington and London. When I asked Jim for advice, he had this to say: Embrace your work and life with enthusiasm and integrity and always remember: Attitude is everything.
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Sadly, we also lost Jeff Healey since I first wrote my book. Healy, a Canadian artist with an international reputation as a guitarist and singer, was born with a rare form of cancer called retinoblastoma, and was blind by the age of one. He died at the age of 41 of cancer, a disease he had battled his entire life. He received his first guitar at age three and learned to play it lap-style because his hand wasn’t large enough to grip the guitar’s neck. He was friendly and accommodating when I spoke to him by phone while he was on a music tour in western Canada, and had this to say about debt and finances:It almost seems the more successful you become, the more debt you have. My grandmother survived with very little money and no credit cards. But this seems to be the way our society has gone. The way we have set ourselves up is that debt seems to be part of our lives. Car leases, no money down, no payments for a year—it just seems to be part of our society and it’s a very easy trap to fall into. We are all in this together. Everyone has debt. My best advice is to buckle down, work hard, and get yourself a good accountant.
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Alexander Shnaider is a soft-spoken Toronto billionaire who, despite his enormous wealth, tries to remain low key—that is, as low key as he can be while driving $400,000 sports cars, flying in his luxury jet, and buying and selling steel mills in Europe. Russian by birth and Canadian by upbringing, he is the director of the Midland Group. Shnaider is the owner of the exclusive penthouse suite located atop the Trump International Hotel and Tower in Toronto, which he developed in collaboration with Donald Trump. It is one of the most expensive condominiums sold in Toronto in 2007, valued at $20 million. Not bad for a guy who stocked shelves and mopped floors in his parents’ deli. What advice does Canada’s youngest billionaire have for the rest of us?

My keys to success can be summed up with the following simple truths: Work as hard as you can while you still can. Don’t put off until tomorrow what can be done today, as tomorrow always brings new challenges. Always seek to improve. And finally, stay true to your word—it’s the most valuable asset you possess.
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Ed Mirvish, or “Honest Ed” as he was known, was one of Toronto’s most interesting characters, who died at the age of 92 in 2007. A charismatic person who loved the media and public attention, he had the classic rags-to-riches story. Mirvish came from a poor family and had to share his bathroom with up to 50 people during his childhood. What began as a small store in 1948 grew into Honest Ed’s and now takes up a Toronto block. He also created an impressive theatre district, which continues today and includes the impressive Princess of Wales Theatre, which was built in 1993 for $22 million. The first time I met Mirvish was at one of his turkey giveaways, which I covered for CTV early in my career. I asked what advice he would pass on to Canadians trying to get ahead.

I would say if you ever have the urge to make money, don’t fight it—it’s not all that bad. In many of my public addresses over the years, young people would often ask me how can they succeed. Are there still opportunities to become successful and make money? My answer was and is: “Find something you enjoy to work at, something that interests and motivates you, work at it diligently, and you will succeed.” With the technology we have today, there are more opportunities to succeed than ever before.
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Allan Slaight is the founder of the Standard Broadcasting Corporation. The son of a veteran newspaperman, he is a radio pioneer now in Canada’s Broadcast Hall of Fame. Slaight has a long history in the broadcasting business, beginning as a reporter/announcer and working his way through the ranks of news director and general sales manager to eventually become vice-president and general manager of CHUM-AM/FM. When I asked Slaight for advice to help the average Canadian, his answer was short and to the point: Surround yourself with the right people so there are many slaps on the back and no kicks in the arse.
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I did a story on beer wars in Canada and interviewed an impressive young entrepreneur, Manjit Minhas. She started taking on Canada’s big brewers at the age of 19 and now, almost 10 years later, she continues to compete in western Canada against Canada’s traditional big brewers, bringing new, competitively priced beers to market. Her business, the Minhas Creek Brewing Company, is growing at a rate of 50 percent per year, and the company she started in university now does $30 million a year in business. I asked her what advice she had for the average Canadian.

As a consumer, we have been branded to the nth degree. In my estimation we pay 30 to 40 percent more for brand-name products that are somehow supposed to make us feel cool, sexy, or just plain smart. If buying a brand-name product means having the assurance of buying a product that proves to have a good cost-to-benefit ratio, lasts longer, looks better, tastes better, etc., then I am all for brand-name products. But this isn’t so all the time, so I cannot understand why Canadians buy these brands of beer from companies that spend hundreds of millions of dollars in advertising to convince consumers that these beers will attract people of the opposite sex, make you patriotic, or help you join a hip crowd. Remember, just because you pay more does not mean it is a superior product; it just means the company makes more profit margin. If consumers followed this simple principle, it would keep millions of dollars in their pockets.

If possible, never borrow money from a bank or any other individual because it will give you a false sense of how much money you have and are making, never mind the high interest rates you will have to pay back. If you only spend what you have in cold, hard cash, you will never be in debt or spread yourself too thin. Also, remember each penny counts because they are the ones that add up to dollars, so watch your costs very closely.
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Ted Rogers is the hands-on leader of the media empire Rogers Communications Inc., which has controlling stakes in Rogers Media, Rogers Wireless, and Rogers Cable. In 1960, while still a student, Rogers bought Toronto radio station CHFI, the first FM  radio station in Canada, for $85,000. Rogers broadcasting operations now include more than 40 radio stations across Canada, television stations in Ontario, The Shopping Channel, as well as interests in countless other enterprises, including the Rogers Centre in Toronto, formerly known as SkyDome, and the Toronto Blue Jays. While Rogers is clearly a business icon, when I asked him to share financial advice with his fellow Canadians, he wanted to speak about the importance of charity.

One of the things I am most passionate about is individuals and business supporting the community. I began early when I didn’t have a lot of money, but I really thought it was important. I started a scholarship fund at the University of Toronto in honour of my father 35 years ago with a few hundred dollars. I added to it year after year and slowly built it up so we could afford two annual scholarships. And obviously we’ve made significant contributions lately.

You, your family, and your business exist in a community. Our community supports and encourages you—we must give back to it and it doesn’t always have to be money. Give your time! Become passionate about your community.
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Collecting these quotes from so many busy Canadians was a long and arduous process, but I was very pleased with the results and their input. A year after my book came out in the spring of 2007, I was pleasantly surprised when Maclean’s, Canada’s weekly news-magazine, showed up at my door. (I am a subscriber.) Maclean’s  had conducted a similar survey of Canada’s wealthy and successful citizens and was able to connect with many people I was unable to. The following quotes are reprinted with permission from Maclean’s. People were asked to address the following statement: “The most important thing I’ve learned about money…”

[image: 018]

Conrad Black, the former CEO of Hollinger International, was once the third biggest newspaper magnate in the world. In 2007 he was convicted in United States federal court of three counts of mail and wire fraud and one count of obstruction of justice and sentenced  to six and a half years in prison. Black’s quote is an interesting one considering his current situation. He said:Money is difficult to accumulate in any quantity, even harder to retain, and easy to dissipate, but at no stage of its pursuit, useful though it is, is money as important as good health and luck, peace of mind, a permanent relationship, serious cultural attainments, or a good reputation.
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Peter Munk is the founder and chairman of the Barrick Gold Corporation, the world’s largest gold-mining company. Munk passes on this advice:As I’ve told my children many times, I had the benefit of knowing what wealth can give you, but I also had the drive to get there without being given it. I’ve seen too many people who never achieve anything because they have been handed very large amounts of money, which takes away the very drive and incentive that gives you the self-confidence to succeed. I never wanted to rob my kids of that vital ingredient of self-confidence.
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Sherry Cooper, the executive vice-president of BMO Financial, has a reputation for simplifying and demystifying the complex subjects of economics and finance. Her answer was characteristically to the point. She said, “Spend less than I earn.”
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I first saw Denise Donlon on MuchMusic when she hosted “The New Music.” She went on to hold many positions in Canada’s music industry, starting with managing Canadian rock bands such as Doug and the Slugs and the Headpins (whom I remember seeing at Mingles in London, Ontario, in my youth). She also went on to become the director of music programming for MuchMusic and later became vice president and general manager of the station. In the year 2000 she left to become the president of Sony Music Canada and in 2008 became the new executive director of CBC Radio. Her quote says a lot about balance when it comes to money: My mother always said, “If you save your pennies, the pounds will take care of themselves.” I learned to be careful from her. I’ve always been generous yet practical, extravagant yet thrifty. I buy luxury cars, but they are two years old. I buy designer suits, but wear them to death. I indulge my friends and family, but brown bag my lunch.
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An interesting perspective. Professional golfer Mike Weir is the first Canadian to ever win a professional major championship when he won the prestigious Masters Tournament in Augusta, Georgia, in 2003. When it comes to money, Weir says, “The first thing I learned about financial management is that there is always plenty more to learn.” Hockey broadcaster and former NHL coach Don Cherry is the highest-paid sports announcer in Canada, but when asked about money, he said, “It ain’t everything.”
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Jim Cuddy is the singer and songwriter for one of Canada’s most popular bands, Blue Rodeo. Not only is he a talented musician (I’ve seen him with the band and on his own solo), he has a well-earned reputation as a very nice guy and was when I met him after one of his shows. Cuddy had this to say when asked about finances:The first thing we learned about money was that the easiest thing in the world for someone to do is not pay you once you’ve done the work. The second thing we learned about money that was very important is that if it looks like someone in your organization is spending more money than they have, they probably are and it’s probably yours. Thankfully our problems are way in the past and we are surrounded by people we love and trust.
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Maclean’s also got quotes from four accomplished Canadian authors. Here is what they had to say when asked “The most important thing I’ve learned about money is…”

What I have learned about money, from living in the United States for the past two decades, is that the rich care about it in inverse proportion to need. That is, the people who argue most for things like tax breaks are the  people with the most money, and the more money they have, the more strongly they feel about claims on their money even though, of course, you’d think that someone with a billion dollars wouldn’t care two hoots about what their tax bill was. They have a billion dollars! I still haven’t figured this one out.

—Canadian writer Malcolm Gladwell, author of Blink and  The Tipping Point

 

That, sadly, it matters. Having money in the bank helps you sleep at night. Having too much does seem to lead to unhappiness, but having too little leads to desperation and despair.

—Writer Mary Lawson, author of The Other Side of the Bridge

 

Not to bet foolishly. I was 12 and my sister, Emma, 11 when the family moved to Canada in 1972. My father, the novelist Mordecai, took us to the Royal Bank in Montreal’s Westmount Square to exchange the English pounds sterling we’d saved as pocket money and deposit them in Canadian accounts. Very exciting, it was. At the teller, my father turned to my sister first, and (a favourite ruse of his) offered her double-or-nothing on a coin toss. She called heads and it landed tails, but before my sister saw it, my father winked at me and flipped it, so my sister doubled her money. Then it was my turn and when he offered double-or-nothing on my $52.50 (about $125 then—a fortune for a kid), I figured I couldn’t lose. Called heads. The coin landed tails, but my father didn’t flip it and grinned as he took all my money. I’m sure he gave it back to me later, but what I remember is that it was morally futile to protest, and a dodgy bet in the first place. In fact, two lessons learned.

—Noah Richler, author of This Is My Country, What’s Yours?

 

Money is like love. To paraphrase Joni Mitchell, you don’t know what you’ve got until it’s gone.

—Barbara Gowdy, Canadian author of Helpless and The Romantic
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Mike “Pinball” Clemons, former CFL pro and Toronto Argonauts head coach, is well known not only for being an accomplished athlete but also for his uplifting speeches to young people and his friendly, approachable style. When asked about financial management, he had this to say: “I’ve learned very early on that really good  friends don’t necessarily give really good advice. A good financial adviser is worth their weight in gold.”
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Don’t think that former world poker champion Daniel Negreanu is bluffing when he talks about money. When asked about the most important thing he has learned about money, Negreanu sounds like he always likes to have some cash at the ready in case a great poker opportunity shows up:Never overextend myself and leave myself cash-poor. Investments are great, but if you invest too much of your bankroll, it could affect your earning power if a better investment comes along, like maybe a billionaire banker who decides he wants to sit with the world’s best at a poker table.
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Canadians also talked about the importance of giving. Maude Barlow, the national chairperson of The Council of Canadians, said:My guiding philosophy about money is not to worry about it; to enjoy it for what it can give you, your family, and friends; to give tons of it away to those who need it more than you do; and to not let its pursuit shape your life decisions.
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Milton Wong, the chairperson of HSBC Investments Canada, also talked about the importance of giving as well:I’ve spent a lifetime being a financial social worker. I manage other people’s anxieties. Some people never learn how to give. They end up keeping it till they’re in their grave. That’s a disconcerting value I’ve seen in people.
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And a final thought from J.P. Ricciardi, general manager of the Toronto Blue Jays, about money:It’s important to have enough to live on, but it shouldn’t be the end all and be all. There are two teams in our division that are always one, two in payroll in the league. If we could print it [money], we still wouldn’t have  enough. Money really doesn’t bring you happiness and solve your problems. At the end of the day, if money is the most important thing, then your priorities are mixed up.




I thank Maclean’s for allowing me to share these quotations with you along with the ones I have collected myself. While many of these successful Canadians are now household names, most started with little, and it was only their tenacity and sheer determination that propelled them to the top of their careers and professions. Their success has brought wealth not only to them, but to countless others who have been able to benefit from their vision. I wanted to speak with them because too often, people assume that the successful and rich are that way because it came easily to them. That’s almost never the case and even those born with a silver spoon in their mouths must manage their wealth carefully or what they have can be lost in a generation. I have always felt it was wrong to blame poor people for being poor, and I believe it’s also wrong to blame rich people for being rich. Not all of us can attain the greatness that some of these Canadians have been able to achieve, but it does show that hard work and perseverance pay off. Their advice is inspiration to us all and I thank them for their words of wisdom.




CHAPTER 3

checking in with the wealthy barber

You have to live within your means. That is 90 percent of the financial planning game.

—David Chilton

 

When I wrote The Smart Canadian’s Guide to Building Wealth, I couldn’t do so without mentioning The Wealthy Barber, a book that has had a huge impact on the finances of a generation of Canadians. It sold more than 2 million copies in North America, and is the best-selling book in Canadian publishing. In it, Chilton tells the fictional story of a small-town barber named Roy, who uses a common-sense approach to save money and build wealth.

The book is not filled with new techniques, complex strategies, or get-rich-quick schemes; instead, it focuses on the basics of financial planning that, when put into practice, can make anyone wealthy over time. Years ago my brother, Bill, gave me Chilton’s book and after reading it, I embarked on a forced savings plan that enabled me to save tens of thousands of dollars. I wanted to check in with Chilton to see if anything has changed since he first wrote The Wealthy Barber in 1989.

“I’m the first to admit The Wealthy Barber is not an original thought,” Chilton says. “In fact, it was basically the conventional  wisdom of financial planning repackaged to make it more acceptable.” He adds, “As far as my philosophies on saving, they really haven’t changed a whole lot. It’s difficult to argue against pre-authorized chequing and payroll deduction, as both have made a lot of people a lot of money over the years.” That was Roy the barber’s advice. “Wealth beyond your wildest dreams is possible if you follow the golden rule: Invest ten per cent of all you make for long-term growth. If you follow that one simple guideline, someday you’ll be a very rich man.” He may have been a fictional barber, but people took that approach to heart.

Chilton claims, “The one thing that I did aggressively switch from most other books and most other planners was the approach to budgeting, and that’s only because when dealing with hundreds of clients when I was a broker/planner briefly in my early twenties, I realized that very few people can budget successfully. It’s great in theory, but seldom works in practice and that’s when I recognized that forced savings has to play a major role.”

Chilton believed then and still does now that we should all be paying ourselves first. Most of us who are drowning in debt or paddling to keep our head above water pay our bills on time. We don’t miss payments to the phone, cable, and electric company, nor do we skip mortgage or rent payments. Paying yourself first means that making a payment to you is as critical as the one to the gas company. Chilton says, “I guess I didn’t recognize it at the time, but it ended up that the major contribution of The Wealthy Barber was that it moved people away from budgeting and toward forced savings. The argument in The Wealthy Barber was save your 10 percent, put some money in your RRSP, and shorten your mortgage’s amortization. These are all forced-savings techniques.... How you spend the rest of your money is frankly none of my business.”

Of course if people spent only the money that was left over from their paycheques after paying all the bills, there wouldn’t be a problem. The dilemma facing a growing number of Canadians is that “keeping up with the Joneses” has driven them so far into debt  that despite using an aggressive saving strategy, they’re still not much further ahead. Chilton agrees, saying:The one problem with forced savings and, for that matter, any approach to saving is that it can still be overwhelmed by debt and by lack of discipline on the spending side. If a person goes beyond spending the rest of his money and spends way more than the rest by piling on a tremendous amount of debt, especially high-interest debt, this can lead to serious financial problems. We’ve certainly seen a lot of people fall victim to that. There is no doubt the easy availability of money through incredible credit card availability, through debit cards, through easy withdrawals, and through cheap money with low interest rates has hurt people. Keeping up with the Joneses, which was a problem in 1989 when I wrote the book, has now become an epidemic. In fact, staying ahead of the Joneses is the objective of most people.




For this edition of The Smart Canadian’s Guide to Saving Money  I wanted to ask Chilton his observations as we enter 2009 and beyond. For him, excessive spending—keeping up with the Joneses—is still a big problem. Chilton says, “As I sit down and look at the financial plans of many Canadians, one of the things that jumps out at me that is very troubling is the aggressive use of lines of credit that has come into play in the last 10 years. Way too many people are borrowing excessively on lines of credit and it is allowing them to live beyond their means! They rationalize that it’s a low-interest rate. So what? You still have to pay that money back. In fact, it’s that rationalization that led to the abuse.”

It’s true that many Canadians have turned to lines of credit to get at the increased equity in their homes, especially since real estate values increased substantially during the period of 2002 to 2009. Many people are using their home equity to do home renovations, take trips, or just live the high life. Chilton believes that rising home values can create a false sense of security. He says, “People believe their real estate will always increase in value. Well, the two are not as closely connected as you might think and nothing lasts forever. Real estate can plateau. You have to live within your means. That is 90 percent of the financial planning game. Lines of credit make it too easy to not do that, and I actually think the banks have  been too aggressive in pushing them. On occasion they can be a prudent move and a prudent planning technique, but for the most part, they are to be avoided.”

It’s true that bank lenders practically fall over themselves trying to get you to sign documents that will give you access to thousands of dollars of credit from the equity in your home. Chilton says that credit lines for the undisciplined are like a large credit card. “Yes, they’re a lower interest rate, but they’re still very damaging for people. For some reason, when people get a credit line, they treat it like it’s already their money. They forget that it’s borrowed money.” Chilton is optimistic that consumers can get a handle on their finances and says most of the people he deals with come to the realization they can’t spend more than they make—another one of Roy the barber’s common-sense guidelines. “The vast majority of people that I deal with have handled their finances quite well and have applied the principles of The Wealthy Barberand other very good books and have worked with financial planners to successfully put forced savings to good use. The sad tale is there is no way for a book to stop [their] overspending. That requires a lot of self-discipline and almost personal coaching.”

Chilton becomes philosophical when I ask him what he feels consumers have to do to get a handle on their finances if they are overwhelmed by debt. “We all have to buckle down and try to find some joy in non-materialistic goods. I don’t mean to sound like a New Age thinker because I’m not at all, but that really is the problem that most people have. As corny as it sounds, what people have to do is stop caring so much about stuff. It’s funny; the older I get, the more I realize that good financial planning is less about the intricate knowledge of the stock market and forecasting future interest rates and more and more about discipline and not wanting so much stuff.” Well said, David. I don’t think Roy the barber could have put it better himself.




CHAPTER 4

living next door to a millionaire

When two researchers set out to interview the wealthy in America, they combed through affluent neighbourhoods on streets dotted with extravagant homes, luxury vehicles parked out front, and in-ground swimming pools in the backyard. They were shocked to find out that the people living in these homes were not wealthy.

Thomas Stanley and William Danko discovered in their research for The Millionaire Next Door, a bestseller that has sold more than 3 million copies, that many of the millionaires in the United States are not necessarily living in what most of us would consider upscale housing. Instead, millionaires are in modest homes, working and living next door to people who have a fraction of their wealth.

The millionaires next door are not handed their riches either. Stanley and Danko discovered that 80 percent of America’s wealthy are first-generation rich. They are compulsive savers and investors.

Stanley and Danko found seven factors that they believe will help someone become a millionaire. These factors are as relevant here as they are south of the border.

1. They live well below their means.
2. They allocate their time, energy, and money efficiently, in ways conducive to building wealth.
3. They believe that financial independence is more important than displaying high social status.
4. Their parents did not provide economic outpatient care (their moms and dads didn’t pay the kids’ bills).
5. Their adult children are economically self-sufficient.
6. They are proficient in targeting market opportunities.
7. They chose the right occupation.
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I got the chance to talk to author William Danko about the success of the book and why it resonated with so many people. Danko says, “When I look at my own life, I’ve done very well with my research. I was doing fine before The Millionaire Next Dooras well. I was consulting and I’m still a professor of marketing at the University at Albany, State University of New York. I still have the same spouse of more than 30 years. I still have the same house. I have three well-educated, emancipated kids that don’t ask me for money. Things are good. I practise what I preach. I still don’t have cable television—I couldn’t afford it 30 years ago and I don’t need it now.”

It’s estimated that in the United States, about one of 15 households—that’s 8.2 million households out of 110 million—would be considered a millionaire household. Conversely, 14 out of 15 are not even close to $1 million. “When you look at the anatomy of that one out of 15, you find that these millionaires are living in ordinary housing and not calling attention to themselves. They believe that financial security is more important than outward manifestations,” says Danko.

The original research on millionaires still resonates 13 years later and is likely to stand the test of time. What Stanley and Danko found was that the neighbourhoods they assumed were filled with  wealthy people were not. Many of the huge homes had huge mortgages. The luxury cars were leased, and while the occupants had high salaries, they had no net worth. Notes Danko: “We called this big hat—no cattle.” While they were surprised, there was no arguing with the data and that’s when they had to face the fact that many millionaires were living in regular, traditional neighbourhoods. “We had a number of surveys, government information, and personal interviews that consistently gave the same result, so we had convergent validity—that’s when you have multiple data sources converging on the same basic truth. It just bolsters the argument even more.”

So what does the man who studied millionaires have to say about the road to riches? “Live on 80 percent of what you make. If you can systematically save and invest 20 percent of whatever you are making and let the time value of money work for you, you can’t lose. That’s what we mean by frugality.” Many people who are strapped with debt are looking for a magic bullet, something that will make them say, “Ahhh, yes, here is how I can get out of debt and continue the free-spending ways I have become accustomed to.” It won’t happen without lifestyle changes. “It really is [about] buckling down and living on less,” claims Danko, “yet no one wants to hear the hard medicine and begin doing that. How in the world can you be an investor and let the time value of money work for you with compounding if you are not a saver? And how can you be a saver if you are in debt?”

Americans are struggling with their consumer debt the same as we Canadians are. The median household income in the U.S. is about 43,000 a year and Americans are spending about $45,000 a year. In Canada, the median income is about $60,000 and we are spending at the same rate. Only about 1 percent of total income is being saved, so people are digging themselves in deeper and deeper every year.


Danko says that people should not worry about doom and gloom on the news and things they can’t control, but instead plan for their own future. “Wars happen, terrorist attacks happen, SARS happens, and the point is we all get over it. Life goes on. What you have to do is have that long-term view that you are probably going to live until 70 or 80 years of age or older and if you don’t start working, saving, and investing when you’re young, you won’t have the money you need when you are older to look after yourself and your family.”

He mentions that Franco Modigliani won a Nobel Prize for his work studying the life cycle of money. In its simplest form, Danko explains, Modigliani was saying that when you are young, you work for money, and when you are old, money works for you. This is exactly how Benjamin Franklin laid out his life. The American who became famous for being a scientist, inventor, statesman, printer, philosopher, musician, and economist once said he was going to retire from Congress at the age of 42 and live on his interest and dividends, and he did. Danko said, “He turned his life to productive things like inventions and other public works. He [understood].” (I’ll have more on Franklin in the following pages as many of the things he said 250 years ago ring true today.)

Danko suggests that while old-fashioned virtues can guide us today regarding money management, he would add three additional points to wealth building:Those include a good marriage, good health, and good income. A good marriage, if it really is good, gives you greater life satisfaction, and greater life satisfaction adds to a longer life, and a longer life allows for greater compounding opportunities. If you are making a good income and you are consistently saving that 20 percent, over time it’s really hard not to make a fortune. If you have a bad marriage and you find yourself in divorce court, at a minimum you will lose half of your assets. I interviewed one physician who made a good living, but he made most of his money in real estate. He used to be worth $60 million; now he’s worth $30 million.




He adds that if you’re young and savvy enough to be a good saver, despite government activities, worldwide disease, natural  disasters, and terrorism, and consistently make a commitment to live below your means, then again, you can’t lose.

The man who has interviewed thousands of high-net-worth individuals (HNWIs, loosely defined as people with $1 million in investable assets) also has some other interesting perspectives on wealth, including the fact that money doesn’t always change you, but it does change the people around you. Danko says he interviewed a man who was worth $20 million because of an invention he made. He married for love and had two daughters prior to striking it rich. Danko says, “He had to move from his community because everybody thought he was just a lucky son of a gun. So he moved to a new place, started a new life with his family, and now tries to keep a low profile. He can do anything he wants, but he just wants to try and live a normal life.”

Danko’s latest research is about quality of life, which he has entitled “Richer Than a Millionaire.” He studied 1,400 HNWIs and reviewed value issues concerning their spouses, children, parents, and even religions, spirituality, and life satisfaction. He says, “I’m looking at those people who are rich but miserable, as well as rich and happy. Of course, being rich and happy is where you want to be.” Danko studied a group of very happy up-and-coming millionaires with a net worth between $100,000 and $1 million who can’t quite retire, but they’re not hardscrabble either. There was also a group between $100,000 and $1 million who are miserable. Danko says, “Well, when I look at those up-and-comers who are very happy, I will take their life any day of the week as opposed to someone who becomes a millionaire yet belongs to that rich and miserable group.”

Danko believes that if people can get a handle on their spending and make an effort to save 10-20 percent of their income, they, too, can become the millionaires next door. He says, “The basic truths never go out of style—hard work and perseverance. While no one wants to hear that, it is the reality. Some people may say he just got lucky. Well, sure, maybe luck is part of it. But I would say the harder I work, the luckier I get.”

Throughout this book I will be providing practical advice as well as excellent information from Canadian experts who can tell us how to put Danko’s research to good use. Investing wisely, being frugal, and setting aside a portion of your income for the future are global strategies that are applicable not just in the U.S., but in any other country in the world, including Canada. In the pages ahead we will discuss how you, too, can become “the millionaire next door.”
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Earnings from a business
Earnings from a professional practice
Real estate holdings

Sale of business

Inheritance

Stock or stock options in employer
Sale of real estate

Other

Primary
source %
303%
103%
98%
81%
9.4%
51%
68%
107%

Secondary
source %
199%
124%
85%
30%
0%
75%
10.0%
10.4%
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Tickets for a family of four 537
Popcorn and drinks $15
Total 363

Two movies a month for 12 months. $1.512
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Less than $100,000

Between $100,000 and $250,000
Between $250,000 and $400,000
Between $400,000 and $500,000
Between $500,000 and $1,000,000
Between $1,000,000 and $2,000,000
Greater than $2,000,000

124%
49.3%
169%
80%
58%
20%
36%
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Business Week magazine
Birthday card

Harry Potter book
Honda Accord
Blackberry 8100

Converted
$699
5425
345
$26,500
3499

Can. Price
$6.15
$374
$39.60
$23320
$439

U.S. Price
$499
$313
$3499
$20,475
$399

Price Gap
23%
20%
3%
14%
10%
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Mortgage
Car loan
Consoldation loan
Line of credit
Credit cards
Interest per month

753
362
354
385
368
$1.022
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18% interest 8.9% interest
$4,037.00 $3,851.02
Savings: $185.98
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The Smart Ganadian’s

Guideto
Saving
Money

Pat Foran Is On Your Side,
Helping You to Stop Wasting Money,
Start Saving It, and Build Your Wealth

Second Edition

Pat Foran

@WILEY

John Wiley & Sons Canada, Ltd.
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Price of the vehicle
Rebates or cash incentives.
Amount financed

Number of months in loan term
Loan interest rate

Monthly payment

0% Financing
$20,000

o

$20,000

%

7%

$555.56.

Bank Loan
520,000
53,000
$17,000
36

0%
52491
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CASH INFLOW
Robert's salary
Saral'ssalary

Other income

TOTAL CASH INFLOW

CASH OUTFLOW
Living Expenses
Mortgage

Property taxes
Phone and cellphone
Natural gas
Electricity

52,800
$1.800

34,600

$1.400
5250
$110
$150
$180
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FICO score range

46% ) } ‘—‘ 760

Highest Risk Your Percentile Lowest Rik

Adapted from ilustration courtesy of Equifax Canad.
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Paying 5% minimum payment Paying $250 fixed payment
Db free in 115 months! Debt free in 24 months!
$2,006.70 in interest charges $989.13 n nterest charges
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The Smart Canadian’s

Guideto
Saving
Money

Pat Foran /s On Your Side
Helping You fo

Stop Wasting Money,
Start Saving It,

and Build Your Wealth

of CTV's Consumer Alert

T\
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Price of the vehicle
Rebates or cash incentives.
Amount financed

Number of months in loan term
Loan interest rate

Monthly payment

0% Financing
$20,000

0

520,000

a8

7%

341667

Bank Loan
320,000
33,000
$17,000
a8

0%
$407.09
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Mortgage (balance owing) $165,000

Carloans 523,000
Other loans

consoldation loan $12,000
Line of credit $15.000
Credit cards $5,200
Property taxes owing °
Income taxes owing 0
8ils owing $4,800
Other debts 52600
Total Liabiltes 5227600

Assets - Liabilties = Net Financial Worth
$306,000 - $227,600 = $78,400
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Province
Prince Edward Isand
New Brunswick
Nova Scotia
Newfoundiand
Quebec

Ontario

Manitoba
Saskatchewan
Alberta

British Columbia
National average

2004
$115,000
$79375
$147,000
347,500
5328667
$327,574
204,167
5150000
$500,000
$135.125
203,441

2005
$119,375
84,375
$146,500
$53,000
$412,500
$351,212
$262500
$157,500
$625,000
$144,575
235,654

2006
$115,000
391875
162,167
385,000
$483,333
$454,960
358,333
$157,500
$900,000
$996,000
$380,507

2007
$225,000
$146,625
149,700
86,500
$525,000
$469,500
$382,333
250,000
737,500
$1,009,083
3427589
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Ina Non-RESP

Account

principal $36,000

Interest earned after tax  $14,700 (tax rate of
40%)

Canada Education 0

Savings Grant (CESG)

Interest on CESG 0

Total $50,700

In an RESP
Account

$36,000
$29,000 (tax
sheltered)
7,200

35,800
$78,000
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Gender Distribution
Male 56%
Female 4%
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Savings account 3500

Chequing account $500
Investments

mutual funds $5.000

stocks 36,000

bonds 0

6ics 0

term deposits 0
Value of home $220,000
Value of automobiles $35,000
Property or big-ticket items

boat 34,000
RSP $20000
pension holdings $15,000
Other holdings 0

Total Assets $306,000
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None, it is done by myself
One adviser

Two advisers

Three advisers

More than three advsers

176%
38.2%
326%
69%
47%
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Adapted from ilustration courtesy of Equifax Canada.
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He's been renting for 20 years 20 years x $1,200a month
If he rents for another 30 years 30 years x $1,200 2 month
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Age Distribution

2030 19%
31-40 30%
a1-50 2%
51-60 15%
6170 6%

Over 70 2%
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Married 76.2%

Single 85%
Divorced 68%
Widowed 43%

Common Law 38%
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Causes of Financial Difficulty Rate

Overextension of credit, financial mismanagement 0%
Jobrelated (unemployment, layoff, reduction in pay) 3%
Unable to service debt (low income, business failure, other reasons) 229
Marita or relationship breakdown 6%
Hiness, injury, and health-related problems 16%

Numbers 40 not a0 100% since some debtors gave morethan one cause for tei nsohency.
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Business owner
Retiree

Corporate executive

Partner in a professiona firm
Sports/entertainment/media

306%
233%
147%
78%
17%
09%
211%
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Home Loan
Mortgage amount
Interest rate
Amortization length
Monthly payment
Total interest paid

$250,000
75%

25 years
$1.829
298,466
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Marital Status.
Martied or Common-law
single

Separated

Divorced

Widowed

Distribution
40%
29%
18%
1%
2%
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Example 1
Tax-free Savings Account
Save $5,000 annually

For 10 years

10% growth

Tax-Free Savings Account
In tax-free savings account $83,577
In taxable account $72,581

Tax savings $10,996

Example 2
TaxFree Savings Account
Save $5,000 annually
For 25 years

10% growth

TaxFree Savings Account
I tax-ree savings account $515,736
Intaxable account $342,041

Tax savings $173,695
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Credit Card

Low-rate card
Major credit card
Department store card

Balance on Card

52,500
52,500
52,500

Interest Rate  Annual Interest

Charges
10% $250
19% 475
28% $700
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‘Without using coupons, | spent $133.89
Using coupons, Clancy spent $2345
That's a savings of $11044
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Home Loan
Mortgage amount
Interest rate
Amortization length
Monthy payment
Total interest paid

5250,000
7%

25 years
51751
3275147
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Alot 132%
Sometimes 65.4%
Basically never 214%





