
Beginners Guide to Financial Planning

CIC FINANCIAL GROUP • 114 Wilson Street West,• Ancaster, Ontario • L9G 1N3 (905) 304-8342    www.cicfinancial.ca

Beginners Guide to Financial Planning

Create a Budget

 budget is the foundation of 

tend to think of a budget in a negative 
light, but it is important to realize 
that a budget is not about restrict-
ing money, it is about understanding 

Could you imagine a business becom-
ing successful if it did not keep tack of 
its income and expenses? The same 

most important (and easiest) strategies 
to building your wealth is to “spend less 
than you make.” A budget will better 
allow you to control your expenses 
and follow this simple rule. And this 

-
nancial puzzle is easy to set up. Simply 
click on the following link to begin: 
Budget worksheet.

Tackling your debt

 veryone will deal with debt at 
some time in their future but 

not everyone will deal with it properly. 
You should attack debt systematically 
and start paying your highest-interest 

worst with an average annual interest 
as high as 20%. Paying off your credit 
cards will result in a guaranteed risk-
free return of 20%. Depending on your 
tax bracket, this is equivalent to earn-
ing 25% or more before tax through 
investing.

If you must take on debt then you must 
distinguish between good debt and 
bad debt. Bad debt is money borrowed 
to purchase something which quickly 
declines in value. Examples include 
clothing and meals. Good debt is 
money you borrow to buy things that 

can go up in value or increase your 
earnings potential. Examples include 
education, house, and investments. In 
addition, interest on money borrowed 
which is used to invest is also tax de-
ductible. Thus it is much better to pay 
cash for consumption items and borrow 
to invest.

Saving and Spending

 he single and most important 
rule to living comfortably and 

building wealth: spend less than you 
make. This is still the only way to save 
money and it is as easy as it sounds. 
Read below for some tips on how to 
do so.

Consider all-in costs
Most people do not consider the real 
cost of what they buy and how much 
they have to earn to afford the amount 
on the price tag. The difference can 

be substantial. For example, if you 
were to buy an item for $1000 then the 
amount you pay after sales tax (13% in 
Ontario) would be $1130. Assuming that 
you were in the top income tax bracket 
when you made the purchase you would 
have to earn $2100 or more in gross 
income to make the $1000 purchase. 

 ost people do not 
consider the real 

cost of what they buy and 
how much they have to 
earn to afford the amount 
on the price tag. The dif-
ference can be substantial.

 f you must take on 
debt then you must 

distinguish between good 
debt and bad debt. 



Beginners Guide to Financial Planning

CIC FINANCIAL GROUP • 114 Wilson Street West,• Ancaster, Ontario • L9G 1N3 (905) 304-8342    www.cicfinancial.ca

Use mortgage and insurance 
brokers
Unlike salespeople at a bank a broker 
will shop for the best price from 
several firms.

Consider Manulife One
This is a product which merges your 
mortgage with a line of credit and a 
chequing account. When you open a 
Manulife One account you could borrow 
up to 80% of the appraised value of your 
home. You could then use this money 
to pay off the balance of your mortgage 
and any other existing loans. This allows 
you to consolidate your debt and pay 
one low interest rate. In addition, any 
cash you deposit immediately reduces 
your mortgage which results in less in-
terest payable. And you can take back 
any money you deposit at any time!

Claim all credits and deductions 
to which you are entitled
Millions of Canadians do not claim all 
of the credits and deductions to which 
they are entitled on their income tax 
returns. To ensure that you do not 
miss anything you should consult a 
tax expert who can help minimize your 
taxes and maximize your refund. The 
less money which you have to give 
the government means more money 
in your pocket. And the biggest and 
best tax loophole is contributing to 
an RRSP.

Investing
How much should I invest? When 
should I start investing? What should 
I invest in? There are many questions 
about investing and the marketplace. 
Read below for some tips which can 
help you get started and help you stay on 

Registered Retirement Savings 
Plan (RRSP)
You should contribute 10% of your 
net income into an RRSP. You should 
then use the tax refund to invest in an 
RRSP or some other tax-free savings 
vehicle. If you cannot maximize your 
RRSP contribution each year then 
you should consider an RRSP loan. 
This option is especially attractive 
with borrowing rates at historic lows.

Registered Education Savings 
Plan (RESP)
To help fund your children’s educa-
tion you should set up a family RESP 
and contribute $2500 per kid per 
year. This will maximize the amount 
of Canada Education Savings Grant 
you will receive from the govern-
ment.

Registered Disability Savings 
Plan (RDSP)
If you have a child with a physical or 
mental disability then you should set 
up and contribute to an RDSP. An an-
nual contribution of $1500 could get 
you annual grants from the govern-
ment of up to $4500.

Tax-Free Savings Account 
(TFSA)
This new savings vehicle is ideal for 
short term savings but can also be 
used to supplement your long term 
retirement plans.  

 illions of Canadians 
do not claim all of 

the credits and deductions 
to which they are entitled 
on their income tax re-
turns. To ensure that you 
do not miss anything you 
should consult a tax expert 
who can help minimize 
your taxes and maximize 
your refund.
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Set up a pre-authorized monthly con-
tribution into a savings plan. This will 
take away the temptation of spending 
the money and allow you to adapt to 
living without it.

Diversify
The golden rule of investing. To en-
sure that no single disaster devastates 
your portfolio your investments should 
include both stocks and bonds and 
span several industries and geographic 
locations.

Stick to your plan
When saving for your retirement it 
is crucial to remember that you are 
investing long term. Time and the 
wonders of compounding are on your 
side. What happens in the short term 

-
nancial goals and should not cause 

you to deviate from your initial plan. 
So do not look at your portfolio too 
frequently as too many reviews will 
make you overly emotional and cause 
you to make unwise decisions.

 
Insurance

 nsuring that you have the proper 
amount of coverage and the 

proper type of insurance is a crucial 

The main role of life insurance is to 

you pass away unexpectedly, but it 
could also be used to help supplement 
your retirement income, fund any 
taxes owing upon death, and to help 

treated equally (if so desired).

Disability insurance is equally im-
portant, especially for those who are 

self-employed, and helps provide 
monthly income to those who are un-
expectedly disabled and thus unable 
to work.

Other types of insurance one should 
consider are critical illness and long 
term care insurance, especially when 
considering the cost of medical treat-
ment as one ages.

Wills and estate planning 

 t is never too early to do estate 
planning. One should have a 

will and power of attorney in place as 
soon as they can. If you die without 
a will (dying intestate) then the pro-
vincial courts will appoint an admin-
istrator to oversee your estate which 
will result in delays in distribution, 
legal costs, and lost tax-saving op-
portunities.  With a will and power of 
attorney in place you can ensure that 
your estate is distributed as planned 
and that all of your wishes are prop-
erly looked after. If these important 
documents are already in place then 
you should review them every 3-5 

change in your life.

In addition, by planning ahead you 
may be able to utilize various strategies 
to help reduce both your taxes and 
probate fees.

 hen saving for your 
retirement it is cru-

cial to remember that you 
are investing long term. 
Time and the wonders of 
compounding are on your 
side. 


