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the rules of MONeY- It’s time

| to rewrite the guidelines
that planners and investors

rely on for saving
and spending



COVER STORY

SUCCESS WITH MONEY is always built
on asolid plan. Set your goals and then, with
along-term perspective, take the steps toreach
them. But what if those actions only worked
in the past? What if the rules have changed?
The good news is that the basic tenets of
common sense are alive and well—so no need
to panic. You will still get ahead if you simply
pay yourself first, consistently spend less
than you make, continue paying your high-
est interest rate debt first, and continue ad-
vancing your career and upping your income
as the years progress. Simple wisdom never
goes out of style.

But as markets become more global and
interest rates remain low, some rules about
saving, spending, investing and retirement
may be out of date, may be misunderstood
or be just plain wrong. In all cases, the math

needs revisiting.

What we do know is that the major factors
at play in undermining the rules boil down
to two major trends. One, we're living longer.
And two, market returns are anemic and
experts don’t see that changing any time

soon. Of course, the first trend is a good thing

and the fix fairly easy—a slightly bigger nest

egg, a little less spending in retirement or a

delay in your retirement by just a few years.
As for the second trend, we all need to pre-
pare for a long run of puny returns from
bonds and likely only half the gains we've
grown accustomed to from stocks.

To help you out, we've asked MoneySense
experts to come up with some of the key rules
that they figure need to be tossed, or at the
very least updated. You may discover your

plans need to overhauled— or that you're still
on track. Either way, we expect these pages
will kickstart some constructive conversa-

tions. —David Thomas
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In this new age of low
interest rates, rainy day
savings make a lot less
sense. It's hard to justify
keeping six months’ salary
in a plain-vanilla account.
“If you have a mortgage.,
money in a savings
account is better spent

to dip into it for impulse
buys like a new car or trip
to Vegas. “You have to
avoid that,” says Bortolott;
And if you don'thavea
mortgage? Then you likely
have money sitting inei-
ther a TFSA or RRSP. Sim
ply put a portion of the

putting it towards the
mortgage,” says Dan Bor-
tolotti, MoneySense col-
umnist and certified finan-
cial planner with PWL
Capital in Toronto. As well,
if you have a mortgage, an
equity line of credit on
your home makes sense.
"Just ensure you get the
equity line of credit ap-
proved while you're em-
ployed,” says Bortolotti. A
word of caution—only tap
the line of creditin a real

emergency. It's tempting

TFSAmoney in invest-

' ments you can access .

E[ quickly in a pinch—say, i

' the car needs engine re-

' pairs or your home need

- anew roof. The trickistc

keep $20,000 or soin

your TFSAinvestedin' .

some form of liquid furs

(but not GIC: as they re
often locked in for a year:
more). Your rmoney will
better returrs while.al
lowing you 0 scoopit-
easily when \ou really
need it.




NEWSPIASH
- Debt is not always -
#1 on your hate list

The idea of good debt versus bad debt still holds. But,
if your debt is a manageable amount, if it is being
used to purchase good investments such as stocks
that will grow your net worth in the long term AND i
if you're not stretching the household budget to do
it, then debt is okay. “Investing in a home or your
education is also a good use of debt—but the educa-
. tion debt has to he thoughtful debt,” says Vickie
- Campbell, a certified financial planner with Ryan ™+
Lamiontagne in Ottawa, “In any case, if you borrow
money to invest in property, stocks or your education,
you need to have a long-term, actionable investment
strategy in place so the money is not simply wasted,”
says Campbell. What else does that mean? Having
aplan to pay off your debt. “Sure, interest rates are
low but paying even a small bit of interest each
year adds up over the long term,” says Campbell.
So borrow, but borrow with a purpose.
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Saving 10% of your gross income doesn’t add up

In most cases, saving 10% of a comfortable retirement. That'’s stage and mortgage payments

your gross income every yearisn't  because CPPand OAS willmakeup ~and kid-related expenses are
enough to guarantee youagood  abig chunk of the $50,000-a-year ~ gone, saving becomes easier. But
retirement. “This was neveragood ~income. “But if you earn $150,000, with longevity playing a larger.
savings rule, because the amount  you should be savingalot more  role in financial plann.ing and with
you need to save varies accordingto  than10%,” says Bortolotti, whosays  interest rates and equlty.retums
your income,” says Dan Bortolotti, 20% or more may be required. Soas tracking much lower, “it’s bfast to
a certified financial planner with ~ your income grows over the years, have a financial plan that will take

PWL Capital in Toronto. Sure,if ~ the amount you save in dollars all of these changing variables into
you have an annual gross income  will likely grow and so should the  account,” says Vickie Campbell, a
. of $50,000, then saving 10% is amount you save as a percentage.  CFP with Ryan Lamontagne in
wo probably enough to guaranteeyou ~ Once you reach the empty-nester  Ottawa. “One size nolonger fits all.”
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9. T tracking every nickel and monthly. Then, you set up then you're okay just
BUdget' ng dime—are the ones who an automatic savingsplan  § spending what's left,
4 Psst! We'll letyouinona have no idea where their (either through your bank or § “Not everyone will be
secret—you don't have to money is going. Top-down employer for stock plans capable of doing this."

budget every cent you earn. | budgeting works best for and pensions) and then sim- § says CFP Dan Bortolotti,
& The only people who should | most people. That's where  § ply spend the rest. So set “but if you're even slightly
-+ " be keeping a spread sheet of || you figure out, roughly, your savings goal first—say | disciplined, you should
¢« «+ theif spending—orajournal § what you are spending 15% of grossincome—and  { be okay"
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