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Your money smarts affect your quality of life

How financially savvy, or
money-smart are you? And
just what is financial savvy,
money smarts or financial
literacy, anyway? Overall,
Canadians are very smart,
educated people. More Can-
adians have a post-secondary
degree than do people in any
other country. But our money
smarts leave something to be
desired.

There’s a dearth of finan-
cial savvy across the genera-
tions. That’s a key reason why
in June 2015 the federal gov-
ernment launched Count me
in, Canada. It’s our national
strategy for increasing finan-
cial literacy in this country.

Whatever you call it - fi-
nancial literacy, financial
savvy or money smarts, it’s
something you should pay
attention to every day. Be-
cause your money smarts can
affect your quality of life.

UNDERSTANDING WHAT
“FINANCIAL SAVVY”
MEANS

Broadly, the main things
encompassing personal
finance - and hence finan-
cial savvy - are:
 money, credit and debt
management, and
» saving, spending and in-
vesting.

There are many facets
within these two main
areas, including:

« creating a budget and stick-
ing to it

» choosing the right credit
card - and why you should
have one

» knowing the difference be-

tween TFSAs, mutual funds
and exchange traded funds
» lines of credit versus credit
cards
» why paying attention to
your credit score is important
« investing in life insurance
and living benefits coverage
« having a financial safety net
for unexpected things
» why it’s important to start
saving for the future early
» how compound interest
works
» how and why having a finan-
cial advisor can help you
Having money smarts
means having a good prac-
tical knowledge and under-
standing of how all these
things work together. Not on-
ly that, but also how to make
them work best together for
you. How savvy you are about
all of them really can affect
your quality of life.

LESS FINANCIALLY
SAVVY, LOWER QUALITY
OF LIFE

Let’s say you signed up for
a credit card while in college.
A bank rep was on a campus
drive one day. He explained
getting a credit card will help
you establish a credit rating.
You bought the sales pitch.
But you didn’t first make
sure it was the right credit
card for you... because you
didn’t know that’s important
to do. Then you got into the
bad habit of paying on cred-
it instead of your using your
debit card. And you never got
into the good habit of paying
the balance off in full every
month, or paying as much as
you can afford instead of just

the minimum monthly pay-
ment.

A decade later, your credit
card debt’s out of hand. You're
constantly buried under it
plus a mountain of utility
bills, vehicle payments, auto
insurance and mortgage pay-
ments every month. You’ve
got to put food on the table;
and keep yourself and your
child clothed. You never had
an allowance when you were
a kid, so you never learned
money-management skills
early. As a result of that, you
never made sure you had
enough in a savings account
for a safety net. Now you’re
not bringing in enough
household income to cover all
the monthly expenses. Your
credit score’s in the sewer.
The consulting business you
started after being laid off
twice in the changing work
world hasn’t taken off yet.
You’ve been barely surviving
on your partner’s salary.

It’s overwhelming for both
of you. You'’re under constant
financial duress. All you can
think about is the very real
possibility of losing every-
thing you’ve worked for.
You’re wondering where you
went wrong. All this constant
financial stress is affecting
your health and your relation-
ships. It’s not a pleasant situa-
tion. It’s not the quality of life
you thought you’d have at this
point.

COMFORTS THAT

COME WITH BEING

FINANCIALLY SAVVY
Meanwhile your 30-some-

thing, next-door neighbour

- we’ll call her Lisa — has a
starkly different quality of
life. She has, it seems, won
the lottery or come into a
substantial inheritance.
She’s earning a good living
in marketing, and seems
to be living in comfort and
style. She’s always cheerful
and happy. You’re feeling
very resentful towards your
neighbour. Truth is, Lisa
is just money smart. Much
more so than you.

She has just bought a new
pick-up truck; is having her
home totally renovated;
travelled to both Ireland
and Australia this year; has
a retirement nest-egg that
makes money for her while
she sleeps; and revels in
being a foodie. At the annual
neighbourhood summer bar-
becue Lisa went on endless-
ly about her favourite meals
at all the trendy restaurants
she and her boyfriend Jona-
than visit regularly. They'’re
planning on having their first
child next year. They’re not
going to the expense of get-
ting married. That’s because
they’ve been together five
years and know they can use
the same tax strategies living
common-law. They’ve already
started putting aside money
that’ll go into a registered
education savings plan when
the time comes. And they’re
planning on being mortgage
free in 10 years.

You, on the other hand,
may eventually get out of the
hole you're in and on a better
track. But it’s going to take
some hard work, discipline
and getting more money

Your “money smarts” affect your quality of life. When you're
money smart, you can be more financially secure. You can
indulge in your interests now plus make sure you've got the
future covered. (pHOTO: GETTY IMAGES)

smart. Several degrees of fi-
nancial savvy separate Lisa’s
quality of life from yours.
When you’re money smart,
you can be more financial-
ly secure. You can indulge in
your interests now plus make
sure you’ve got the future cov-
ered. It’s as simple as that.

TAKE THE FIRST STEP
TOWARDS BEING
FINANCIAL SAVVY

Many Canadians need a bit
of a nudge to become more
money smart. Consulting
with a well-qualified finan-
cial advisor is a great first
step to becoming financial-
ly savvy. They can help you
prepare a financial plan and
educate you about the best
way to reach your goals. To

find an advisor near you, visit
Advocis, The Financial Advis-
ors Association of Canada, at
www.advocis.ca, and follow
the links, or go directly to our-
advisor.ca.

This article was supplied
by Advocis, The Finan-
cital Advisors Association
of Canada. Find out more
about building your finan-
cial knowledge by visiting
mymoneysmarts.ca. Work-
ing with a professional fi-
nancial advisor can help you
accomplish your goals. To
find an advisor in your ar-
ea, visit ouradvisor.ca. You
can follow the Advocis South
Saskatchewan chapter on Fa-
cebook at facebook.com/Ad-
vocisSouthSask.

Do you really need a financial advisor?
Three out of four Canadians do.

One of the questions fi-
nancial advisors hear a lot
is, “Why do I need a finan-
cial advisor?” The answer to
that is two-fold: maybe you
do, and maybe you don’t.

If you have a lot of finan-
cial savvy, a good sense of
how all the elements work
together and you thrive
on managing your own in-
vestments and financial in-
terests, then you probably
don’t need an advisor to
help you. A study by Van-
guard, one of the world’s
largest investment compan-
ies, found 25 per cent of in-
dividuals manage their own
investments.

Sound overwhelming? It
takes significant financial

savvy to be comfortable do-
ing all this on your own. If
you haven’t got the money
smarts or comfort level to
do your own investing in
your future, get help. The
most financially savvy thing
you could do is turn to a pro-
fessional financial advisor.

Whether you’re a wealthy
high-income earner with a
lot of disposable income or
in Canada’s middle class and
concerned about your finan-
cial future, an advisor can
help you make the best de-
cision about your financial
interests.

RESEARCH SHOWS
THE VALUE
Vanguard noted in its

study that 75 per cent of
individuals don’t manage
their own investments. And
research by Russell Invest-
ments, a money manage-
ment firm, shows you can
increase your returns 3.75
per cent through working
with a professional finan-
cial advisor who follows best
practices. Other research
has shown your investment
returns can be almost four
times greater than without
having an advisor.

HELPING YOU ASSESS
RISK COMFORT

Maybe you’re thinking
about a guaranteed income
certificate (GIC) or a tax-free
savings account (TFSA) in
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which to invest some money
for your goals and interests.
Or maybe you’re thinking
about buying some shares
and playing the stock mar-
ket to build a retirement
fund. How do you really
know whether that GIC or
TFSA is really the best op-
tion for you? And do you
really know how much in-
vestment risk you’d be com-
fortable with?

If you sit down with a fi-
nancial advisor and talk
about your situation, your
needs and your interests,
one of the first things he
or she will do is walk you
through an investment risk
questionnaire. It only takes
a few minutes. It will help
you discover your risk level
(low, moderate or high), and
what kinds of investments
are appropriate for your
comfort level.

Vanguard calls the in-
crease in returns you can
have by working with a pro-
fessional financial advisor,
the Advisor’s Alpha.

SEVEN BENEFITS TO
WORKING WITH A
FINANCIAL ADVISOR

According to Vanguard,
there are seven ways a fi-
nancial advisor can add
value for you:

1. The right asset alloca-
tion. Everything starts here,
so this is probably the most
important thing your advis-
or can do for you.

2. Guiding you on total
return versus income in-
vesting. Maybe you have an
annual income in mind that
you’d like to reach with divi-
dends and interest. That’s
income investing. But if
you get fixated on reach-
ing specific numbers every
year, and put too much em-
phasis on income investing,
you could end up taking too
much risk. And that could
be disastrous. An advisor
can show you how and why

total return through divers-
ification is a better way to
look at your portfolio. Total
return focuses on both in-
come and money growth.

3. Rebalancing. Your
situation and markets can
change, which means you
sometimes need to shift the
mix of your investments.
The idea is to minimize your
risk, not maximize your re-
turn. An advisor can help
you make sure you don’t end
up with more risk than you
can afford if things change.
At the same time, you could
see your return increase.

4. Cost-effective in-
vesting. Maybe you’ve seen
those television commer-
cials about mutual funds in
which the person is asking
why they’re paying so much
in fees and where their
money’s going. A profes-
sional financial advisor can
help identify investments
that will help you meet your
goals without breaking your
piggy bank.

5. Asset location. This,
of course, depends on your
income level and the tax
bracket you’re in. If you’re
looking for tax advantages,
a professional advisor can
guide you on the best strat-
egies for investing your
money and getting desirable
returns along with tax de-
ductions available to you.

6. A strategy for with-
drawal. With some invest-
ments, such as TFSAs,
you’re not taxed when you
withdraw money. But with
things such as registered
retirement savings plans,
you are penalized for with-
drawing any money ear-
ly. It’s not a good idea to
withdraw funds from your
investments willy-nilly. Ac-
cording to Vanguard, being
able to tap into the know-
ledge and expertise of a
professional advisor can
make a big difference if you
need to withdraw funds. If

you’ve developed a relation-
ship with an advisor, he or
she will know your circum-
stances intimately, and be
able to help you develop the
best strategy.

7. Coaching. Remember
the 2008 financial crisis?
Some people lost a lot of
the money they’d invested.
It took a long time, but
the markets eventually re-
covered. They go through
cycles of ups and downs.
And that can put you on a
roller coaster of emotions,
instincts and impulses. Hav-
ing a professional advisor
who’ll provide solid, steady
advice based on facts to
guide you through the cycles
and help prevent you from
doing something drastic
that you could later regret,
is invaluable. The Russell
Investments study found
coaching is the penultimate
benefit of having a profes-
sional advisor.

HOW DO YOU FIND THE
RIGHT ADVISOR FOR
You?

For the most part, ad-
visors rely on referrals to
build their business. You’ll
want to find an advisor with
whom you’ll be comfort-
able building a long-term,
trusted relationship. So ask
around. You can also find a
professional financial advis-
or at ouradvisor.ca.

This article was supplied
by Advocis, The Finan-
ctal Advisors Association
of Canada. Find out more
about building your finan-
cial knowledge by visiting
mymoneysmarts.ca. Work-
ing with a professional fi-
nancial advisor can help
you accomplish your goals.
To find an advisor in your
area, visit ouradvisor.ca.
You can follow the Advocis
South Saskatchewan chap-
ter on Facebook at facebook.
com/AdvocisSouthSask.
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Should you keep separate or joint bank accounts?

When you find your soul-
mate, fall in love and decide
to become life partners, your
personal finances - your
bank accounts in particular
- take on a whole new di-
mension. Do you keep sep-
arate accounts? Or do you
pool everything into a joint
account?

There’s really no definitive
answer. It’s a matter of per-
sonal preference requiring a
conversation with your part-
ner. You could decide to:

» Start with separate ac-
counts, but merge them
later.

« Open a joint account
right away.

« Maintain separate ac-
counts.

* Have both a joint ac-
count and separate savings
accounts.

WHAT THE SURVEY
SAYS ABOUT JOINT
ACCOUNTS

A 2014 Angus Reid poll
done for TD Bank in the U.S.
found 42 per cent of couples
choose that last option.

The survey showed in-
dependence is the top reason
why 38 per cent of couples
keep individual accounts.
More women (43 per cent)
than men (34 per cent) cited
independence as their main

reason for having separate
accounts.

If you’re a millennial,
marriage is less of an im-
petus for opening a joint
account, according to the
TD Bank survey. Millennial
couples are pooling their
money well before marriage.
They’re tending to merge
their accounts when they’re
living together, and after
they get engaged. Couples 55
and older didn’t do that until
they got married, the poll
found.

REASONS TO GO JOINT
There are some good rea-
sons to open a joint account

instead of having separate
ones:

« Everything is in one ac-
count, so you both know
your total financial resour-
ces for paying expenses,
spending and saving.

* You both know where
your money is being spent.

 If anything happens to
either of you, looking after
estate finances will be a lot
easier legally.

Granted, having a joint
account can get messy if
you separate or divorce. But
generally, it makes your fi-
nancial life as a couple much
easier:

« Both of you can set up

online banking to pay bills.

« Either of you can deposit
and withdraw funds, and
write cheques.

» Each of you has a debit
card.

JOINT ACCOUNTS AND
SINGLE INCOMES

It’s even more important
to have at least one main,
joint account when there’s
only one income-earner:

« If your income-earning
partner dies suddenly, you
could find yourself without
funds to pay monthly bills,
funeral costs or other estate
expenses.

e Unless it’s a joint ac-

count, set up so only one
signature is required fo1
transactions, the surviving
partner won’t have access
to the account. (If you’ve
maintained separate ac-
counts, you won’t have ac-
cess to your partner’s money.
either.)

o If there’s no will, you
may not be able to claim the
money in a double-signature
joint account (or separate
account) until your partner’
estate goes through probate.

This article was supplied
by Advocis, The Financial
Advisors Association
of Canada.
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