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Build your financial savvy. Shape your future’M--l

Canadians as a whole are very
smart, educated people. More
Canadians have a post-sec-
ondary degree than do people
in any other country. But our
“money smarts” are lacking (see
the Financial Literacy Quick
Facts sidebar).

Whatever you call it — financial
literacy, financial savvy or money smarts, it’s
something you should pay attention to every
day. Because your money smarts can affect
your quality of life.

How financia

What is financial literacy, or savvy?

Broadly, it means knowing:

* basics of everything from how interest rates
work, to budgeting

* how money, credit and debt management; and
saving, spending and investing, work together

* how to make sound financial decisions and
shape your future

* how to plan for retirement

Financial Literacy
Quick Facts

The federal government launched cross-generational national finan-
cial literacy strategy called Count me in, Canada, in June 2015. Learn
more at canada.ca/en/financial-consumer-agency/programs/finan-
cial-literacy

Canadians owe $1.69 for every $1 of disposable income*

Household debt in Canada is at record highs. It’s up to $2 trillion. In
1990, it was $357 billion.**

A 2015 survey of more than 55,000 American millennials by Price
Waterhouse Cooper found only 24 per cent of 23-to-25-year-olds
have even the most basic financial knowledge they need. A report
by CIBC in 2015 found 82 per cent of Canadians 18-34 feel they’re
lacking financial and investing knowledge.

Financial literacy isn’t part of the education curriculum in every
province, nor is it taught in every grade in many provinces. Current-
ly, only British Columbia and Prince Edward Island begin formally
teaching children financial literacy right from Grade 1.

| Advocis:

The Financial Advisors Association of Canada

* Moody’s Investor Service, August 2017
** According to a Fraser Institute report, July 2017

Turning to a professional financial
advisor is a smart decision regardless
of your level of financial savvy.

Look for an advisor who's a

member of Advocis, The Financial
Advisors Association of Canada. Find
an advisor at advocis.ca.

} Advocis members are professionals
who must adhere to a strict code of
conduct.

Advisors with professional
designations (such as Chartered
Life Underwriter, or CLU) are highly
qualified. They have expertise in
everything from general financial
planning to wealth creation strate-
gies.

} A professional, qualified advisor has
your best interests in mind. He or she
will work with and guide you, so you
make the best decisions about your
financial interests at every life stage.
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The Essentials of
Financial Savvy

+ Budgeting

¢ Living paycheque to paycheque
¢ Lower quality of life
¢ Financial duress

anc

Money, credit and
debt management;
and saving, spending
and investing, all work
together.

+ Separate savings account — chequing account for
monthly expenses

+ Reserve funds for unexpected expenses/emergencies

+ Have enough in savings account to cover 6-12 months

+ Save early, save often

+ Pay yourself first — put 5% to 10% of paycheques into
savings account

+ Open registered education savings plan (RESP) for
children when infants (the federal government tops up
your contributions)

+ Automatic payroll deposits into retirement savings
account good way to start saving for future needs

+ Other savings vehicles such as tax-free savings accounts
(TFSASs)

§ Financial
Savvy
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+ Establish a credit rating

+ Keepagood credit rating

+ Check your credit regularly

+ Pay bills on time

+ Pay off highest interest-rate credit cards first

+ Line of credit vs. credit card

+ Compound interest

+ Read fine print on credit card agreements

+ Don’t make just minimum monthly payments

+ Pay off monthly balance in full, or as much as you can afford
each month

+ Do your research -- choose right credit card for you

+ Take advantage of promotional low interest rate offerings

+ Loans, credit cards, lines of credit,
mortgage - how do they all affect
debt management?

+ All other monthly payments, e.g.,

insurance, transit passes, utilities,

highway tolls

Don't let debt ratio exceed 36%

Avoid high-interest “payday” loans

Pay as much as you can each

month on credit card balances, not

just minimum amount

Consider consolidating debt into

single loan payment

+ Consider credit counselling if
necessary

+ Track monthly income and expens-
es for budget

+ Declaring bankruptcy should be
last resort

Credit
Management

E ¢ Higher quality of life
¢ More financial security

* Financial comfort

+ Self-directed investing or help from professional financial
advisor

+ Do aninvestment risk assessment with your advisor —
helps determine what investment vehicles are best for
your financial interests

Don’t spend beyond means — debt ratio + Ask your advisor about the different investment vehicles:
shouldn’t exceed 36% + Tax-free savings accounts (TFSAS)

Pay cash or debit vs. credit + Mutual funds

“Wants” vs. “needs” + Exchange-traded funds (ETFs)

Creating budget helps effectively manage + Mutual funds

spending + Registered retirement savings plans (RRSPs)

+ Interest rates and annual rates of return

+ Stocks &bonds

+ Lifeinsurance

+ Living benefits (critical illness and disability
insurance)

+ Registered education savings plans (RESPs)

+ Segregated funds

Advocis:

The Financial Advisors Association of Canada

+ Registered retirement income funds (RRIFs)
+ Locked-in retirement accounts (LIRAs)



