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Let"s diseuss.

$ Basic banking
$ Saving money
$ Investing money

hen it comes to saving and investing, there is no “chicken and = WP DOYOU KEEP YOUR
egq”dilemma. You don't have to wonder which comes first. You 2 ? ©  MONEY INABANK?

can't invest if you don't have savings. Once you have savings, you can ooyt Wov o ? IF SO, HOW DID
make decisions about how to invest them. YOU COMETO PICK
With any money you get, you will have some basic choices in how itis THAT BANK? WHATKIND OF
used. You can spend it, save it, pay taxes, or give some away. ACCOUNT(S) DO YOU HAVE?
Basic Banking

Most people will use a bank to help manage their money. Banks provide chequing accounts, savings accounts, chequing-
savings accounts and so on.

Money is deposited into these accounts and the bank will usually pay some interest on that money. Why? Because the bank
will lend out a good portion of the money deposited to others as loans. The banks hold on to enough money to do their day
to day business — but will lend out money to businesses and to borrowers as car loans, mortgages, etc.

The banks will make money on “the spread” — the difference between the interest rate paid to savers and the interest rate
charged to borrowers. The banks also make money from fees, investments, etc. Overall, Canada’s banks do pretty well and are
some of the safest in the world.

IFYOU HAVE ONE OR MORE BANK ACCOUNTS, CHECK AND SEE IF THERE
ARE MONTHLY FEES ON THE ACCOUNT. IF SO, SEE WHAT THE FEES COVER.
SEEIFYOU CAN MAKE CHANGES TO LOWER YOUR MONTHLY FEE.
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If you deposit money in a bank, you can usually get your money, as you need it, by withdrawing it at a branch or using an
ATM. You can usually make payments by using cash, writing a cheque (less common these days), using a debit card, making
an online transfer, etc. So there are different ways to get and use your money.

BE CAREFUL AND USE ONLY ATMs THAT YOU CAN TRUST — PREFERABLY THOSE OF YOUR BANK.
YOU MAY PAY A FEE IF YOU USE AN ATM FROM ANOTHER BANK OR A GENERICATMTHAT IS
NOT ASSOCIATED WITH ANY OF THE MAJOR BANKS. ATMs CAN ALSO BE“COMPROMISED”

BY PEOPLEWHO ARETRYINGTO STEALYOUR PIN AND ACCOUNT NUMBER. AGAIN, TRY AND
USE ONLY ATMs YOU TRUST AND THAT ARE IN AWELL SECURED AND PROTECTED AREA.

You can use banks to hold your money that you will spend as you need. And, you can use banks to hold on to money you aren't
using today for spending — and that you will save for the future.

Inthe end you will make decisions, probably every day, about how you will use your money — spend it, save it, give some away, etc.

Saving Money

You won't have much choice in how you use some of your money. There will be monthly expenses and taxes that you will have
to pay. But what about the money left over — if there is any?

< 22 HOW DOYOU USEYOUR MONEY? DOYOU KNOW WHERE T'S GOINGZ HOW MUCH
2 oy & AREYOUSPENDINGAYING INTAYSAVING? GG TOHELPOTHERS?
Loovtyoy £

You may be spending all your money — and paying some taxes as you do your spending (remember GST, HST, gas taxes, etc.)
That may be your choice. But saving isimportant and can help you in a number of ways, such as helping you:

Save up over time to help you achieve your goals and to  «  Choose things you could do when opportunities come up
afford some of the more expensive things you mighthope ~ — travel, help others, buy something you want or need
for — car, home, etc. without using debt, etc.

Be prepared if unexpected things come up — both good - Feel better knowing you have money available — so you
and bad. may worry less about money matters. You can have more
“peace of mind.”
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SAVE SOME MONEY IF AT ALL POSSIBLE — EVEN A LITTLE EACH MONTH. IT CAN
HELP YOU GET INTO THE HABIT OF SAVING — AND SMALL AMOUNTS CAN ADD UP.

The “Magic of Compounding”

You may hear someone talk about “the magic of compounding."This refers to how savings and investments can grow in value
more quickly because of “compound interest.” Here’s a brief example of how it works.

Suppose you were able to save $1,000 over a year and were paid 5% interest. That means you would make $50. If you leave
the money that you earned in interest with your $1,000, you now have $1,050. Over the next year, your $1,050 will earn
5% — or another $52.50. If you leave that money in, you now have $1,102.50. Your $1,000 has grown — and is now growing
faster because you are earning “interest on your interest.”

If you continued to leave the money to grow, you would earn 5% on $1,102.50 = $55.12. Your money grew $50 the first
year, $52.50 the second, and $55.12 the third — and this has happened without you having to add any new money. That's
the magic of compounding. And that’s the magic of saving and investing.

If you start saving at a young age, you can have many years for your money to grow through compound interest. And if you
can add more to it each year, your savings will grow that much faster. Use the “magic of compounding”to help your savings
grow wherever you can.

Although saving pays off, a recent survey found that almost 50% of Canadians are living paycheque to paycheque. This
means half of Canadians have expenses and debts that are taking up most of their income. They aren't saving anything.

That's not the best way to handle your financial affairs. In some ways, though, it's not surprising. Until recently, little effort
was made to help teach Canadians about how to handle money. People weren't taught about budgeting, managing debt and
credit cards, setting their own debt limits, saving for education and retirement, and so on. Therefore, many Canadians were
not well prepared for their money decisions and challenges. We're trying to change that for young people today.

= DID ANY OF YOUR FAMILY MEMBERS GET A FINANCIAL EDUCATION OF ANY KIND?
2 2 ©  AREANY OFTHEM ABLETO HELP YOU? ARE YOU ABLE TO HELP ANY OF THEM
“bourqou £ WITHWHATYOU ARE LEARNING?

=2
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The following are some things to do to start — and continue to save.

| Make saving a priority. Save some money — even a little — 3. Reward yourself if you succeed in reaching a savings goal.
before you do anything else with your money. As we have You'll deserve it.

shown, compound interest can help your money grow. , o
4. Track your spending. Know where your money is going.

. Setasavings goal. Have a target. Give yourself something This will help you look for ways to save more if you need to.
to work towards and reach for. Try and set a time period

to get there. 5. Try and use a budget and stick to it. This will help you

better control how you use your money.

SAVING IS NOT EASY FOR MANY PEOPLE. BUTIT'S IMPORTANT TO SAVE IF YOU CAN.
IFYOU CURRENTLY AREN'T SAVING — OR AREN'T SAVING AS MUCH AS YOU WOULD LIKE —
WHAT CANYOU DOTOTRY AND SAVE MORE?

The following are a dozen “Saving Tips” and suggestions. There are
many others you might want to consider. For other ideas, and a savings
calculator to see how little amounts saved can add up, visit the
(anadian Foundation for Economic Education’s Building Futures
Network web site at http://www.buildingfuturesnetwork.com.
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Saving Tips

|.  We've already mentioned this before — save before you
spend. It's the best way to save.

2. Shop for the best prices. If you pay less, you can save more.

3. Use a money jar of some kind. Now that we use loonies
and toonies, if you put your change in a jar at the end of
the day, it can really add up.

4. Don't carry much cash. Itis too easy to spend.

5. Lok for ways to spend less on transportation, use cheaper
(maybe healthier) ways of getting around.

b. Fat out less — and/or eat at less expensive places.
For many people, eating out eats up a good portion of
their money.

3. Set an “i-tunes limit” It easy to make online purchases
today — so much so that, at the end of the month, the bill
can be a shocker. Set a limit and stick to it.

. Use your cell phone wisely. Don't waste money on extra
charges, bad plans, roaming fees, etc. Once again, if you
spend less, you can save more.

4. Cutbackon vices. If you spend a lot on cigarettes, gaming,
apps, etc. cut back — or cut them out entirely if it's
something like smoking. You can save a lot. Same if you
are drinking expensive coffees or power drinks, etc. They
can eat up money quickly too.

TRY AND SAVE A“TOONIE A DAY" IF YOU CAN, THAT ADDS UPTO $730 A YEAR.

YOU MIGHT FIND THAT YOU DON'T HAVETO GIVE UP MUCHTO SAVE $2 A DAY. AND,
IFYOU DID, AND SAVED FROM AGE 1570 30, AND EARNED 3% INTEREST,
THATWOULD END UP AT ABOUT $15,000.

HOW MUCH MONEY ARE
YOU SPENDING EACH MONTH
“EATING OUT” (INCLUDE
LUNCHES AT SCHOOL, ETC.)?

|0). Avoid impulse buying — that is, making fast spending
decisions on the spot without much thought. They are
often some of the poorest decisions people make and can
use up money that could be saved.

Il. Take advantage of sales and deals. You can save a lot of
money this way. Buying “off season” or on the “shoulder
season” for clothes can save a lot. End of year sales, end
of line sales, going out of business sales, . . . they can all
help you save.

2.1t may be hard, but avoid fads. Keeping up in terms of style
and fashion is a real challenge for many young people and
can use up money quickly. Avoid them as you can — be
your own person — set your own style. You'll probably
find that's a lot less expensive — and can help you save.

USETHE CALCULATOR ON THE BUILDING FUTURES NETWORK WEB SITE AT:
HTTP://WWW.BUILDINGFUTURESNETWORK.COM TO SEE HOW MAKING SMALL
CHANGES IN SPENDING CAN ADD UPTO BIG CHANGES IN SAVING.
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WHAT OTHER WAYS ARE THERE TO SAVE MONEY? WHAT SAVINGS TIPS CAN
YOU LEARN FROM OTHERS? WHAT SAVINGS TIPS COULD YOU GIVETO OTHERS?
HAVEYOU TALKED WITH YOUR FAMILY MEMBERS ABOUT WAYSTO SAVE?

Just before we turn our attention to what you can do with savings — that is, investing — there is one other thing we noted
you can do with your money. You can give some away. (anadians are a very generous people. Many Canadians give some of
their money, their time, etc. to help others. And there are certainly those who need help.

Young Canadians are often particularly generous. They may not have a lot of money to give but they often contribute to various
causes — some give money — and often give of their time, their ideas, etc. There are people who are homeless, hungry,
suffering from an illness or disability, living in poor conditions, living in potentially violent circumstances, and so on.

In making your decisions about how you use your money — or your time — you may want to think about ways to help others
in need. On your own, or with a group of friends, or as a class or as a school, you can probably make a difference in the lives
of others.

WHICH GROUPS INYOUR COMMUNITY NEED HELP — SUCH AS FOOD,
CLOTHING, SHELTER, ETC.? WHAT KINDS OF THINGS ARE BEING DONE
TO HELP THEM? WHAT COULD BE DONETO HELP THEM?

Compassion — and considering the needs of others — is a powerful force. With all the pressures and challenges in the world
today — to get by — to take care of one’s self and one’s family — to make ends meet — it can be hard to find the time and
resources to help others. But, just like saving, if you decide it is important for you, you will probably find ways to help.

If you can — and if you want — consider building compassion and a concern for those in need into your money decisions. You
may find you can't help. You may find you can. Or you may look for ways to be able to help. It is something to think about as
you deal with money matters — and money decisions — in your life.

= AREYOU CURRENTLY DOING ANYTHING THAT HELPS OTHERS IN NEED?
2 ? ©  DOYOU KNOW OF OTHERS WHO ARE DOING THINGS TO HELP OUT?
a‘bol/f'(dou § 72 HOWIMPORTANT DO YOU THINK ITISTO TRY AND HELP OTHERS IN NEED?

That said, let’s turn our attention to what you can do with your savings — investing.
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Investing Money

Saving is holding on to some of your money to use it in the future. Investing is what you do with your savings to try and:

protect the value of your savings — the purchasing save enough, and earn enough from investments, to be
power — over time against the effects of inflation. able to achieve your goals.

increase value of your savings — and acquire greater
purchasing power — by earning a retum greater than
inflation.

Investing, therefore, is not only for those with lots of money. Anyone who has savings can make decisions about how to invest
those savings — and put them to work.

; Take action. Take cContyoll

Investing doesn't just have to be money. For example, you can read, study, research, and learn and, as a
result, invest in you. You can improve your abilities. You can become more valuable to others. And this can
increase the income you might be able to earn from employment. Or it may prepare you to be able to start
a business.

Protecting the value of your savings is “job one."You don't want money you hold for the future to buy less later than you could
buy today. Lately, the rate of inflation (the increase in the average level of prices in the economy) has been about 2% a year.
The Bank of Canada has done a pretty good job keeping inflation in that range.

That means to protect your savings from losing value to inflation, you want to make at least 2% on your savings if you can.
That may sound easy but, if interest rates are very low, as they have been, reqular savings accounts may not pay 2% interest.

Areqular savings account is one of the safest places to put your savings. Canada’s banks are very sound
and you don't take on a lot of risk by putting your money in a savings account. So a savings account
is very low risk — but also gives you a very low return. That is one of the most important lessons
to learn about investing — low risk will mean a low return. Let's look more closely at this key
point about investing.
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DOYOU HAVE SAVINGS INTHE BANK? IF SO, DO YOU KNOW THE INTEREST RATE YOU
ARE EARNING? IFYOU DON'T HAVE SAVINGS, CHECK OUT THE INTEREST RATE BANKS
ARE PAYING FOR MONEY IN SAVINGS ACCOUNTS. DO THE RATES SURPRISE YOU?

Suppose you decide that you would like to buy and sell stocks as one of your investments. Let’s suppose that you haven't had
alot of experience with investing in the stock market. Therefore, you decide to work with a“broker”

“\i(\ oovr A BROKER IS SOMEONE WHO ISTRAINED, AND HAS A LICENSE, TO BUY AND SELL STOCKS.
\}' BE AWARETHAT ALL STOCKS MUST BE BOUGHT AND SOLD THROUGH A LICENSED “BROKER.”
THIS MAY BE A BROKERTO WHOM YOU PAY A FEETO GET HELP AND ADVICE. OR IT MAY

BE AN“ONLINE BROKERAGE” COMPANY THAT LETS YOU MAKE YOUR OWN BUYING AND
SELLING DECISIONS. YOU WILL PAY A LOWER FEE [F YOU MAKE YOUR OWN DECISIONS —
BUTYOU WON'T GET ANY ADVICE.

Suppose you tell your broker that you have some savings and you would like to achieve the following:

You want your investments to hopefully make youa20% - You don't want to run the risk of losing any more than 5%
return each year, and of the value of your savings.

Is this a reasonable thing to ask on your part? The answer, unfortunately,
is no. Your broker would likely tell you“No can do."Why not, you might
ask? The reason is that your potential return on an investment, and
your potential risk, have to be in balance. If you want your investment
to provide a possible 20% return, you have to accept the risk that your
investment may fall 20% in value. The higher your target retum, the
more risk you have to take.

If possibly losing 20% of your savings is more than you are comfortable
with, then you will have to lower the target for your potential return.
You will have to find your “risk/return”balance point.

IFYOU WERE MAKING AN INVESTMENT, WHAT RATE OF RETURN WOULD YOU
? © LOOK FOR — CONSIDERING HOW COMFORTABLE YOU ARE WITH RISK? WHAT
a'bOUf'(dou F? MIGHT LEAD YOU TO TAKE ON MORE RISK? LESS RISK?

MOH
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There are many reasons why one person’s comfort with risk may be different than another’s. But it will be important for you
to have a sense of your attitude to risk when it comes to investing. What level of risk are you comfortable with? What level
of risk will let you sleep at night without worrying? And what level of risk do you need to take, or are you willing to take, to
reach your goals?

Your risk/return balance point will be affected by many factors, such as:

Your age. For example, younger people tend to be bet-
ter able to accept higher risk than older people since they
have a longer time to recoup losses if the value of an in-
vestment falls or if they lose on an investment.

How much you have to invest. Those with more money to
invest are usually in a position to accept more risk since it
is easier for them to afford a loss.

Your goals and how much you are hoping to earn from
your investments in order to realize your goals. If you set a

of 10% on your investments to reach your goal, are you
comfortable with that level of risk? If not, you might have
to change the goal — or set a longer date to give yourself
more time.

Your time horizon, that is, how long before you need to
use the money from your investments. If you need the
money from your investments in two years for educa-
tion, you won't want to take on much risk. Someone who
doesn't need their money until their retirement in 35

certain goal and find that you will need an average return~~ Y®4P° il likely be willing o take more rsk.

The role of investing is to put the money that you don't need today to work for you to help you achieve your goals in the future.

Before we explore investing in more detail, let’s just take a moment to look at the role of investment in the economy. It can help
you better understand why investing is important.

AREYOU AWARE OF ANY INVESTMENTS THAT HAVE BEEN MADE IN YOUR COMMUNITY TO MAKE
THINGS BETTER? FOR EXAMPLE, A NEW BUSINESS, A NEW SCHOOL, A RENOVATED BUSINESS, ETC.
IF SO, WHO MADE THOSE INVESTMENTS — AND WHY DO YOU THINKTHEY MADE THEM?

Our economy has a number of jobs. A key one, though, is to produce goods and services to satisfy people’s needs and wants.
Entrepreneurs and businesses combine resources such as labour, capital equipment, natural resources, and technology
to produce goods and services that Canadians need and want. They also produce some goods and services to sell in other
countries — exports.

We distribute goods and services in our economy through a price system. That is, every good or service has a price. If you are
willing and able to pay that price, then you can acquire it. People work to get income to be able to pay the prices and get the
things they want.
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Qﬁ(\ oovr IFYOU WANT A GUIDE AND AN EASY TOUR OF HOW AN ECONOMY WORKS —

\}, AND HOW ALLTHE PARTS FITTOGETHER — GET A COPY OF “THE BIG PICTURE”FROM
THEWEB SITE OF THE CANADIAN FOUNDATION FOR ECONOMIC EDUCATION (CFEE)
AT:WWW.CFEE.ORG

Overall, the well-being of people living in our society will depend on the wealth that we create in our economy — and the
degree to which people are able to acquire the wealth that is produced.

WHAT FACTORS AFFECT THE “DISTRIBUTION OF INCOME” IN CANADA? $
WHY DO SOME PEOPLE EARN MORE THAN OTHERS? WHAT IS DONE
TOTRY AND MAKETHE DISTRIBUTION OF INCOME FAIRER?

As more products and services are produced by our economy, more wealth is generated. This growth in output usually means
with it more jobs, higher incomes, and an improved standard of living.

One of our economic goals, then, is to create more goods and services to create more jobs and incomes for Canadians.
At the same time, over the years, we have become much more conscious of the environment — and to look for ways to
achieve growth in our economy without harming the environment. We even look for ways that economic activity can help
the environment. This has also become one of our priority economic goals.

ooV RESEARCH WAYS IN WHICH EFFORTS ARE BEING MADE TO PRODUCE GOODS AND SERVICES
Qﬁ“ INAWAY THAT CAN HELP SUSTAIN OR IMPROVE THE ENVIRONMENT. DO YOU SEE BUSINESS
\}, ACTIVITY INYOUR COMMUNITY THAT MAY BE DOING HARM TO THE ENVIRONMENT?
DOYOU SEE BUSINESSES THAT ARE WORKING TO HELP THE ENVIRONMENT — ORTAKING
STEPSTO MAKE SURETHEIR ACTIVITIES DO NOT DO ANY ENVIRONMENTAL DAMAGE?

But how do we get funds working to improve our economy — achieve growth — create new jobs and incomes — improve
the well-being of all Canadians — and improve the environment? That takes money. That takes investment. And the funds for
investment to fuel growth and improvement in our economy come from people’s savings. How does that happen?

It starts with people putting some of their savings in banks. Banks then lend money to companies that are looking to invest
— improve — and grow.
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People may also use some of their savings to buy “bonds.” In this way, with “corporate bonds,” they are lending money to
companies that are looking to invest — improve — and grow.

And some people use some of their savings to buy shares in companies. This also provides money to companies to invest —
improve — and grow.

People’s savings, then, are put to work — through savings, buying bonds, buying shares, etc. Savings find their way through
loans and investments to businesses.

By using savings for investment, new resources are discovered, businesses are expanded, new techniques are devised, new
technology is developed, new training programs are provided, and so on. In essence, the money saved by savers in our
economy is placed into investments that allow the productive capacity of the economy to grow. In this way, our economy is
able to develop and grow over time, create jobs, create incomes, and increase the overall level of well-being in our society.

WHAT ARE SOME OF THE MAJOR BUSINESSES IN YOUR COMMUNITY? HAVE YOU
NOTICED ANY CHANGES LATELY — ANY IMPROVEMENTS? HAVE ANY BEEN DOING
BETTER AND HELPING TO CREATE JOBS FOR OTHERS?

Ifyou understand how investments lead to growth and improvements in our economy, you will then understand why investing
your funds can lead to an increase in the value of your savings. If your savings are put to use in investment — and that
investment helps to make things better — and helps increase the level of wealth that is produced — then those funds have
helped to create value and become more valuable. That is why an investment may bring you a return of 10%. Ifit was a good
investment and helped a company to become better and earn a 10% higher return, then your savings may earn a 10% return
through that investment.

On the other hand, if you invested in a company that didn't make good decisions and ended up worse off, your investment may
lose money. It is also why you have to make good investment decisions. Make sure you have good information before making an
investment decision. Make sure you understand any investment you are considering. And get help and advice if needed.

ARETHERE COMPANIES IN YOUR COMMUNITY THAT HAVE NOT MADE GOOD
INVESTMENTS — OR NOT INVESTED ENOUGH — AND ARE STRUGGLING— OR
HAVE CLOSED? [F SO, HASTHIS LED TO ANY PEOPLE LOSING THEIR JOBS?

Let's take a minute to look at some of the criteria you may want to consider when making investments.
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The following are important things to think about when investing. They are:

Safety/risk Time management involved
Liquidity Growth potential
Return on the investment Knowledge of the investment

Let’s take a quick look at each.

As we noted, the safety, or the level of risk, involved in an investment is a key factor to consider. Don't get involved in risky
investments if they make you anxious — or if you can't accept the loss if the investment should lose value. You will have to
know your risk tolerance — your level of comfort with risk — and know if an investment you are considering “fits” with you
and your comfort level.

Time horizon refers to when you will need the money from an investment. Do you need it in six months, one year, three years,
five years, ten years, twenty years, twenty-five years, or more? The time horizon — and when you need the money — will
depend on your goals and how you plan to use the money. For example, will you need the money for education, training, a
house, children, travel, retirement, or .....7

Your “time horizon"is important since it may affect the kind of investments you can consider. Investments can differ in their
“variability” — that is, how much they can change in value. Some investments are more “volatile” than others. They may rise
359% in value and then, over time, fall 40% in value — and then rise again, and so on. Other investments may be much more
stable and vary a lot less in value.

If your time horizon is quite soon, even 2, 3, or 4 years, you probably won't want an investment that swings a lot in value.
Why? Because if it happens to be down when you need your money, you might not be able to wait for it to bounce back up.
You may have to take a loss. Better to avoid those kinds of investments if you need your money soon.

The “growth potential” of an investment is another thing to consider. Will the return you get from the investment possibly
change and improve over time? An investment that pays a “fixed rate of return” obviously has little growth potential in its
value. For example, if you invest in a Canada Savings Bond that pays a 4% retum, that is what your return will be — 4%.
However, an investment in a stock or a house may be another matter. The value of this type of investment may rise, or fall, over
time. These investments would have greater “growth potential”than “fixed income”investments like a Canada Savings Bond.
Of course, it also has a greater risk of a loss in value. There’s the old “risk/return balance” again.

The “liquidity” of an investment should also be considered. Liquidity refers to how easily and quickly an investment or asset
can be turned back into cash — and how certain you can be of its value. A savings account is an example of a “highly liquid
asset”— it can be turned into cash quickly, easily, and you know what its value is.
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A five-year term deposit — where you lock your savings away for five years at a certain rate of return — is not a very liquid
asset. Your investment is locked up for five years. Your money isn't easy to get if you need it. A house is also not a liquid asset. You
can'tturn a house into cash quickly. Its value may also be quite uncertain. Until you sell it, you may not know what it is worth.

The “time management” involved in looking after an investment is also something to consider. If you invest in a savings
account or a term deposit, little of your time is needed to watch over the investment. An investment in stocks, or a business,
orin a house, for example, may require a good deal of your time. You need to decide how much time you have available and
are willing to spend looking after your investments. You may decide to use the services of an advisor who can invest the time
and expertise to manage your investments for you (for a fee).

Lastly, your“knowledge of the investment”is also important. Itis never a good idea to invest in any investment that you don't
understand. As a rule of thumb, understand what you are investing in, and don't invest in something simply because others
have. Be a knowledgeable investor — or work with someone who has the knowledge you need.

? DO YOU HAVE ANY INVESTMENTS? HAS ANYONE MADE ANY INVESTMENTS
? © FORYOU? IFYOU DON'T HAVE INVESTMENTS YET, AND FIND YOU ARE ABLE
a'bo(/f(ﬂou F? T0 SAVE, WHAT KINDS OF INVESTMENTS WOULD BE OF INTERESTTO YOU?
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IFYOU ARE INTERESTED, GO ONLINE AND SEARCH FOR INFORMATION ON DIFFERENT KINDS
OF INVESTMENTS. THEWEB SITE OF THE INVESTOR EDUCATION FUND CAN BEVERY HELPFUL.

These, then, are things to think about when you are investing — and deciding among different investment options. But what
kinds of investments are there that you can consider. There are three general types of investments:

(ash (and “cash equivalent”)
Fixed income

Equity

N
fooome
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(ash, or close-to-cash, or “cash equivalent”investments are those that are very “liquid,” are low risk, and provide a relatively
low return. Examples of cash, or close-to-cash, investments, are those such as cash, bank deposits, term deposits, and
Guaranteed Investment Certificates (GICs). “Money market funds” are another example. More on“funds” shortly.

Fixed income investments are those like bonds. Bonds are basically a loan that you make to a government or company.
For example, you might buy a $5,000 10-year corporate bond at 6%. In doing so, you are lending the company $5,000 for 10
years. In return, you will be paid 6% per year for as long as you own the bond. You may choose to hold and own the bond for
10 years — or you may choose to sell it.

You can buy and sell bonds in the “bond market” the same way that you can buy and sell stocks in the “stock market The
price of a bond will change in the bond market over time. For example, if you hold a 6% bond, and the interest rate generally
offered on new bonds is 4%, then your bond becomes more valuable. Someone looking to buy a bond will be able to get a
higher return from your bond than a new one. You may choose to sell your bond in the bond market for more than the $5,000
that you paid — if someone is willing to pay more to get the higher interest rate.

Inthis way, even though bonds provide“fixed income”— a fixed rate of return — they can be bought and sold in the bond market
at different prices. Based on what happens to interest rates, its “market value” may rise or fall. In the end, though, after 10
years, whoever owns the bond will be paid back the $5,000 by the company that issued the bond and borrowed the money.

So“fixed income investments” provide a fixed rate of return for a particular period of time. The most common types are bonds
— corporate and government — and “bond funds”— once again, more on“funds”in a moment,

Another kind of investment is equity — that is, buying a share of ownership in a company. Companies may sell stock to raise
money for expansion and improvement. Money raised by selling stock is raised through “stock brokers."That is, a company will
provide shares to one or more brokers who sell the stock to clients. The stock brokerage company will earn a fee for selling the
stock. The company receives the money from the stock sale to invest in the company.

If the investments are good and pay off, and the company does well, the value of the shares of stock should rise. The higher
stock price indicates that the value of the company is higher.

PICK A STOCK OF APOPULAR COMPANY. LEARN HOW TO FOLLOW

THE STOCK PRICE ON THE INTERNET. DISCUSS WHAT KINDS OF THINGS
(OULD MAKETHE PRICE OF YOUR CHOSEN STOCK RISE — AND WHAT
MIGHT MAKE IT FALL. FOLLOW THE STOCK FOR AWHILE AND, IF THE
STOCK PRICE CHANGES, TRY AND LEARN WHY.
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If you buy stocks on the stock exchange, you are not buying new stock. You are buying stock from someone else that owned
it. That is why it is called a “stock exchange”— it is where shares of stocks in companies are bought and sold — exchanged. The
company doesn't receive the money when you buy stocks on the stock exchange. The company get its money when the stock
was originally sold.

In the “old days"all stock exchanges had a“trading floor” where brokers met to do deals and buy and sell stocks for their clients.
Today, some exchanges do not have trading floors. For example, at the Toronto Stock Exchange all trades are done electronically.
Some exchanges, however, still have trading floors.

Qﬁ(\ oovf IFYOU HAVE A CHANCE, VISIT A STOCK EXCHANGE. TAKE ATOUR.
\}) LEARN A LITTLE ABOUT HOW THEY WORK — HOW TRADES TAKE
PLACE —THE DIFFERENT FEES THAT ARE PAID, AND SO ON.

Equity investments, like stocks, are riskier than fixed income investments. Their value is more volatile and less predictable.
A stock’s value may rise — or fall — sometimes by a great deal. The possible return on an “equity”investment is higher — but so
is the risk of loss. You want to know what you are doing if you buy and sell stocks — or get some help and advice.

There are also “equity funds”— in the same way we noted that there are “money market funds”and “bond funds,” etc. We will
discuss such“funds”in just a minute.

So those are the three general types of investments. You can also invest in other things such as real estate, collectibles
(art, cars, etc.), directly in a business as an owner/partner, etc.

S n

Having looked at the three general types of investments, this is a good point at which to talk about an investors “portfolio.
When a person invests, he/she will build up a“portfolio of investments”— a term used to refer to the collection of investments
a person has. When you start investing, you will start to build a portfolio of investments. When you do, you will need to think
about your “investor profile.” If you choose to work with an advisor, your advisor will ask you questions to learn about your
investor profile.

MOST INVESTMENT COMPANIES WILL HAVE INFORMATION ON THEIR WEB SITES
~ ABOUT“INVESTOR PROFILES”—WHATTHEY ARE, HOW THEY DIFFER, AND HOWTO
LEARN MORE ABOUT YOUR PROFILE. CHECKTHEM QUT IF YOU WANT TO LEARN MORE.

\ oovF
W™
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Your investor profile basically looks at the kind of investor you are — and what you want to achieve. For example, your investor
profile would include things such as:

What are your goals? What are you hoping to achieve - What is your “risk tolerance?” What level of risk are your
from your investments? comfortable with?

What is your target rate of return — that is, what are you How much do you have to invest?

i i i . 7 . " H H
hoping to earn from your investments: What is your “time horizon" — at what points will you

What is your level of investor knowledge and experience  need money — and how much will you need?
with investing?

These are the kinds of questions that you will be asked — or that you should ask yourself — to get an idea of your “investor
profile” Once this is known, you can start building your “portfolio” — putting together a collection of different kinds of
investments that fit with your needs and goals.

The mix of investments that is best for you will often be different than for others. Why? Because your profiles will be different.
There is a certain mix of investments that may be best for you — but which will be different for someone else.

Regardless of your“investor profile”you will want to“diversify”your investments. In a nutshell, this means not“putting all your
eqggs in one basket"You will want to have a good mix of different kinds of investments. Why? Because that provides you with
some protection. If some of your investments fall in value, others may rise. If some are quite volatile, others may be pretty
stable. By diversifying your portfolio you lower your risk. One of the primary rules of investing is to diversify! In real estate,
it’s location, location, location! In investing, its diversify, diversify, diversify!

ARETHERE ANY RISKS IN LIFETHAT YOU HAVE FACED — OR FACETODAY?
NOT JUST MONEY — BUT ANY KIND OF RISK? IF SO, HAVE YOU DONE ANYTHING
TO REDUCE THE AMOUNT OF RISK? ISTHERE ANYTHING YOU COULD DO?

@ Take action. Toke control

Whenever you invest, today or in the future, you can diversify in terms of the type of investments you make
(stocks, bonds, GICs, etc.). You can diversify in terms of the location of your investments, for example, in
(anada, the U.S., Asia, etc. You can diversify in terms of the level of risk of your investments. And so on.
However you may choose to do so, make sure to diversify your investments.

Before wrapping up this section on investing, there are a couple more things to cover. First, we have mentioned “funds”on a
number of occasions. This refers to “mutual funds.” Let's see what these are.
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A mutual fund is when investors pool their money in a fund and the fund is then invested, and managed, by a professional. You
don't have to get together with others to pool your funds. There are “fund companies”that will do this for you. You will have to
decide which fund companies, and which funds, to invest in.

Investors will buy “units” of a fund they want to invest in. The value of the units can change according to how well the
investments in the fund perform. If the unit value rises, the value of your investment in the fund rises. Ifit falls, then the value of
your investment falls. You will also pay a fee to the professional, and the professional’s company, for managing the fund.

Qﬁ(\ ohoovt THERE ARE MANY DIFFERENT KINDS OF FUNDS OFFERED BY MANY DIFFERENT COMPANIES. A
\}’ FUND MIGHT INVEST ONLY IN EQUITIES — OR ONLY IN CANADIAN EQUITIES —ORONLY IN USS.
EQUITIES. ANOTHER FUND MAY ONLY INVEST IN BONDS — OR ONLY IN GOVERNMENT BONDS —
ORONLY IN CORPORATE BONDS. ANOTHER FUND MAY INVEST ONLY IN PRECIOUS METALS LIKE
GOLD, SILVER, ETC. THE LIST GOES ON, AND ON AND ON. THERE ARETHOUSANDS OF DIFFERENT
KINDS OF FUNDS.THE FUNDS CAN HAVE DIFFERENT KINDS OF FEES. MAKE SUREWHEN YOU
INVESTIN AMUTUAL FUND YOU KNOW THE FEES YOU PAY — OR MAY NEEDTO PAY.

A GOOD INVESTMENT FOR MANY YOUNG PEOPLE ARETAX FREE SAVINGS ACCOUNTS — ORTFSAs.
YOU CAN DEPOSIT UPTO A MAXIMUM AMOUNT EACH YEAR (FOR EXAMPLE, $5,000) AND YOU
CAN INVESTTHE MONEY THATYOU PUT IN ATFSA. ANY MONEY YOU MAKE ON YOURTFSA
INVESTMENTS ISTAX FREE.THERE IS QUITE A BITTO KNOW ABOUT TFSAs— BUTTHEY ARE
GENERALLY AGOOD INVESTMENT FOR YOUNG PEOPLETO HAVE. LOOK INTO TFSAs, ASK ABOUT
THEM, AND SEE IFTHEY WOULD WORK FOR YOU.

Another thing to think about — probably when you have some savings built up and you are looking to build an investment portfolio —
is the possibility of working with an advisor.

Itis possible to do your own investing with help from banks and online brokerages. However, although you will pay a fee to work with an
advisor, it may be worth it. This is especially true if you don't know a lot about investing. They may be able to help you get the return you
are looking for — even taking into account the fee you pay for the help and advice. An advisor can help you set your goals, work through
your profile and your comfort with risk, help you pick investments, diversify, and put together a financial plan.

Toke action. Take Controll

Look into “investment simulations” that exist and see if you can learn by participating in a simulation
activity. Consider setting up an “investment club” in your school.
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As with all kinds of services, there are those that are good and those that aren't so good. If you are looking for financial help
(advisor, broker, insurance agent, etc.), talk with others who use their services. Find out who is happy with the service they are
getting and set up a meeting to see if the same person would work well for you. If you don’t know anyone getting financial
help, check out respected companies that provide financial services and help. Meet with one — or a few — people to see if
there is a good fit and one you would like to work with.

IFYOU LOOK FOR FINANCIAL HELP, MAKE SURE THE INDIVIDUAL IS LICENSED AND QUALIFIED
TO GIVEYOU THE HELP AND SERVICES YOU NEED. ALSO, LOOKTO WORK WITH SOMEONE WITH
WHOMYOU ARE COMFORTABLE. LOOK FOR SOMEONE WHO LOOKS LIKETHEY WANT TO WORK
WITHYOU FORTHE“LONG HAULAND THATTHEY AREN'T JUST LOOKING FOR A QUICK SALE.THE
RELATIONSHIP YOU BUILD WILL BE A KEY ONE. MAKE A CAREFUL CHOICE [F YOU DECIDETO GET
FINANCIAL HELP.

A few final quick tips and reminders on investing:

Tip number one is to be very cautious about investing on
the basis of a“tip” from someone. Tips are highly unreliable
and probably lead to losses more often than gains.

Check out every investment carefully and fully understand it
before investing in it.

Don't panic if things don't go well; keep calm and avoid
irrational decisions. When the market fell sharply in
2008-2009 it recovered most of its losses in the year or two
after. Those who sold their investments when things went
bad, lost money. Those who held on, and didn't panic,
in many cases, got their money back. So avoid panic.
Be careful about making quick decisions if things start
to go alittle crazy. That is also when an advisor can help.

Keep inflation in mind when making your investment
decisions. You'll want to earn a rate of return that is at least
equal to the rate of inflation.

Invest even small amounts; you will be surprised how they
can add up over time.

Diversify your investments.
Never make investments that you don't understand.

Keep in mind what J.P Morgan said: “Sell down to your
sleeping point,” which basically means, avoid investments
that cause you too much anxiety; invest so you can sleep
at night. Find your risk/return balance point.

In summary, investing is something that should be considered by everyone, not only those with lots of money or great
wealth. Investing is not only good for the individual investor; it also provides the fuel for the growth and development of our
whole economy. So, be prepared to be an investor at whatever level is possible for you — and at whatever age you are.

As an example, suppose you had saved $100 at age 15. Suppose further that you were able to save an additional $100 each
year. And suppose you were able to earn an average return of 5% a year for 40 years. After 40 years, your $100 a yearin savings,
well invested, would be worth almost $13,000. Investing can work to your advantage, bring benefits, and help you to achieve
your goals. Invest when you can, and what you can — but do so wisely and make investments that are comfortable for you.

@ CHAPTER THIRTEEN | MONEY AND YOUTH



£X
A K

Say What? Possible New Terms!

Chapter Summary

| Advisor: a professional who assists clients with planning
and arranging their financial affairs.

2. Broker (or stock broker): a person trained and licensed
to buy and sell stocks.

2. Stocks or shares: represent part ownership in a
company.“Shareholders” will receive a share of company
profits based on the number of shares they own — ifthe
company makes a profit and profits are distributed.

4. Economic growth: an increase in the quantity of goods
and services produced by an economy.

5. Distribution of income: the portion of total income
produced in an economy received by the various members
of the population — or groupings of the population.

b. Liquidity: the ease with which an investment or asset can
be converted into cash —and the certainty of its value.

3. Time horizon: the period of time when you will need to
turn investments into cash to use the money.

B. Bond: away in which governments and companies can
borrow money. A bond can be sold for a period of time and
bondholders will be paid a set amount of interest. On the
maturity date, the money will be repaid to the bondholder.

. Equity: an asset that has value. The value of the asset may
change over time.

0. Bond market: where bonds are bought and sold at a
market price.

Il. Stock market: where stocks (shares of companies) are
bought and sold at a market price.

2. Fixed income investment: an investment with a fixed
interest rate that does not change.

2. Investor profile: a description of the type of investor a
person is in terms of goals, comfort with risk, knowledge of
investing, etc.

|4. Portfolio: a collection of investments held by an investor

|5. Mutual fund: funds pooled by investors and managed/
invested on their behalf by a professional “fund manager”
for afee. Funds differ in terms of the kinds of investments
held by the fund.

b
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| What are the different things people can do with their money?
2. Why is saving important?

3. What are some ways to try and save money?

4. Whatis the purpose of investing?

5. Why might you choose to work with an advisor?

(. What factors can affect a person's comfort level with risk?

3. Why isinvesting important to the economy?

B. What are some key criteria to consider when making decisions about money?

¢ What kinds of investments are the best ones for young people and new investors?
$ What might young people do to be able to save more?
$ What possible “frauds”and“scams”do young people have to be wary of?

$  What factors can affect how well an economy, such as (anada$, performs when
compared with the economies of other countries?
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Diversify your investments.

Don't make investments you don't
understand.

Understand your target level of return
will always equal your possible loss
for an investment.

Consider getting advice and help if
you need it.

Avoid “tips” and “hot opportunities.”
They usually don't work out.

Only get financial help from those
who are trained and licensed to
provide the help you need.

Consider“TFSAs"as a way to save and
invest your money.

Start early. Save what you can. Invest
when you can. And give your savings
a chance to grow.

You will find good information, handy
calculators, etc. at the web sites of:

$
$
$
$

Investor Education Fund (IEF)
The B.C. Securities Commission
Fiscal Agents

Financial Consumer Agency of
(anada (FCAC)

(anadian Foundation for Economic
Education (CFEE)

(Check out CFEE's Building Futures
Network web site for a lot of tips
on saving





