A& Q Update

In the Spirit of the Season...

Itishardto believe
that another year is drawing to
aclose. We hope that this
Christmas season finds your
family happy and in good
hedlth. At atime of year
when commercialization
seems to bombard us from al
sides, it is hard to put forth a
heart felt greeting without
sounding artificia or tired,
but in the next few lines that
iswhat | hopeto do.

Over the past few
years we have found that the
human contact our business
bringsisindeed the brightest
side of our working lives.
Getting to know our clients
and dealing with them over a
period of years alows us to
develop a depth of relation-
ship not often seen in the

businessworld. Asan added
benefit, we learn at least as
much from our clients as they
from us. On days when tech-
nological difficulties plague
us, administrative mix-upstry
us and market volatility rattles
us, it is the satisfaction we get
from working with you that
makes it all worthwhile.

This season gives us
a specia opportunity to ex-
press our sincere appreciation.

Weredlize that any success
we experienceisadirect re-

sult of the support we receive
from you.

Our hope for you and
your family at this time of
year isthat you experience the
peace and joy that isthe true
spirit of the season, regardless
or your faith or ethnic back-

John Armstrong, CFP

-

ground. We hope that you
have the fortune of spending
time, or at least being in touch
with, the people you care
about.

Merry Christmas and
aHappy New Year from my
family and the entire staff at
Armstrong & Quaile.

John Armstrong

An Enjoyable Event at The |ce Park!

Thanksto al who
attended our skating party at
The Ice Park in Cambridge.
We had awonderful after-
noon of skating and socializ-
ing. The Ice Park provided
some hice refreshments after

the skating, giving us a chance

to catch our breath. Those of us

who hadn’t skated in awhile
discovered afew muscleswe'd
forgotten we had! Stay tuned
for future client appreciation
events.
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Worthwhile stops on
the information high-
way...

www.didyouknow.com

A fun site featuring triviaon
awide range of topics.

radio.cbc.ca/programg/
thismor ning/wantedwor ds/

This area of the CBC Radio
Site asks visitors to suggest
new words to describe
things or situations not yet
named. Looking at the
clever responses or develop-
ing your own words can be
very amusing.
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Year 2000 RRSP Contributions Give Excellent Vaue

Asaresult of changesto future in-
cometax rates, it makes sense to take
advantage of any unused RRSP contribu-
tion room in the 2000 tax year rather
than waiting.

Because income tax rates will be
lower after this year, the tax refund gen-
erated by a contribution made between
now and the end of February will be lar-
ger than that generated by the same con-
tribution in future years. Thisis assum-
ing that your yearly income stays at
about the same level.

If money for the contribution is not

readily available, you may want to con-
sider an RRSP loan. One strategy in-

volves using aloan to cover your short-
fall for thisyears contribution. Inthis
case, the tax refund is used to pay down
a substantial portion of the loan immedi-
aely.

A second strategy isto take aloan to
‘catch-up’ on unused contribution room
from previous years. Thelarger loanis
then paid back over alonger period of
time.

We would be happy to examine
your situation to determine what benefits
this may have for you. RRSP loans can
also be arranged through our office.

What are the Advantages of Labour Sponsored Funds?

Investing in Labour Sponsored
Funds (L SFs) is another good way to
reduce your tax bill. The federal and
provincial governments have combined
to give a 30% tax credit to anyone invest-
inginan LSF. The maximum credit is
$1,500.00, therefore many people only
invest $5,000 per year.
Example: A $5,000 deposit into an RRSP
by an individual in the 35% tax bracket
creates a $1,750 tax refund. If the $5,000
was aso in an LSF, there would be an

Fund Name

Working Opportunity Balanced
Dynamic Venture Opportunities
VenGrow th | Investment Fund Inc
Capital Alliance Ventures
B.E.S.T. Discoveries

Centerfire Grow th Fund Inc.
Canadian Sci. & Tech. Grow th
Triax Grow th

Working Ventures Canadian

10| Covington Fund |

11 Canadian Medical Discoveries

12 |Retrocom Grow th

13 Crocus Investment Fund

14 DGC Entertainment Ventures Cor|
15 First Ontario LSIF Ltd.

16 Workers Investment Fund Inc.

17 New Millennium Internet Balanced
18 New Millennium Internet Venture
19| First Ontario LSIF Ltd. (Grow th)
20| Working Opportunity Grow th

21 VenGrow th Il Investment Fund In¢
22| Covington Fund Il
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additional $1,500 tax saving. Thetotal
tax saved would then be $3,250.
What is the catch? LSFsinvest

benefit of allowing the plan holder to
increase their foreign content holdings by
up to three times the L SF investment

in start-up compa

amount, to a maxi-

niesand arethere- | Labour sponsored funds offer a mum of 45% for the
fore very risky. tax credit of up to 30%. This is plan asawhole.
Also, the money above and beyond the regular Thereare
must be invested benefits of an RRSP contribution. |Me excellent La-
for 8 years. If re- bour Sponsored

deemed early, thetax credit isforfeited.

Labour Sponsored Funds held in

a self-directed RRSP have the added

3 Mo | 6 Mo 1Yr 2Yr 3Yr |5Yr
1.43 11.99 31.26 37.32 23.16 17.41
491 -2.97 1397 48.62| 22.32| 11.04
-6.99 -0.73 34.19 31.81|22.02| 16.82
-8.87 766/ 6759 35.09 18.74 12.48
-3.19 -3.85 481 28.21 1412 -

-2.73 -5.79 22.8| 25.17 12.19)-
-4.4 7.08| 3479 16.27 11.52 -

-24.06| -12.15 -3.13 17.8| 10.22 -

3.62 9.76/ 18.61 15.03 10.16 6.48

-12.73) -16.68 14.7| 12.32| 8.29 8.63
-5.84 431 3311 10.83 3.8 2.96
-0.44 1.38 2.81 246 3.06 3.05
-3.28 -0.74  -1.93] -0.74| 2.95 5.56
-1.89 1.38 4 3.64 25 4.39
1.49 -3.12 0.66 -0.13 1.72 2.1

0 0 0 0 0 -
0.92 0.93 - - - -
2.02 1.46|- - - -
-2.88 -7.63 - - - -
-5.14 10.59|- - - -
-1.98 1.3 - - - -

0 0 - - - -

Funds available. Here are afew ranked
by their 3 year return numbers.
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|nvestment Distributions

With the calendar year-end near
at hand, we must make mention of year-
end mutual fund distributions that may
have tax implications for our clients.
Because these distributions are consid-
ered income in the year they are made, it
isimportant to have a strategy in place
for paying the resulting tax bill. Thisis
only afactor if the funds are held in an
open investment account. If heldina
registered plan such asaRRSP or a
RRIF the distribution remains tax shel-
tered within the plan and has no tax im-
plications in the current year.

In the case of small distribution
amounts in an open investment account,
the investor may feel comfortable paying
the taxes from existing cash flow. In this
scenario, the distribution amount remains
invested and continues to grow.

If the distribution is alarger

amount, it may be necessary to redeem a
portion of the investment in order to pay
the tax bill triggered by the distribution
income. Planning thiswell in advance
will alow you to look at the implications
of redeeming from the various funds held
in your portfolio.

These distributions will be com-
municated to you via your fund company
account statements for the period ending
December 31, 2000. A T3 dip will aso
be issued for income tax purposes.
Please give us acal if you have any
guestions on your particular situation.

Some fund companies have
published estimates for their year end
distributions. The following lists afew
of the funds expecting distributions in
excess of 10% of the Net Asset Value.
Thislist is by no means exhaustive. Fur-
ther distribution information will be pub-

lished by the fund companies as we get

closer to December 31st.

Trimark Canadian Fund
Clarington Global Small Cap Fund

Clarington US Smaller Co. Growth Fund

AGF Aggressive Grwoth Fund

AGF Canadian Aggressive Equity Fund

AGF European Asset Allocation Fund
AGF International Value Fund
Fidelity True North Fund

Fidelity Canadian Growth Company Fund

Fidelity Canadian Large Cap Fund
Fidelity Focus Technology Fund
Fidelity Small Cap America Fund

What should | do with my increased after-tax income?

With the government being
given anew mandate, there will be a
reduction in the amount of income tax we
pay. Thefollowing chart will give you
some idea of the tax savings you can
expect. The chart assumes the spouse is
working and there are no RRSP contribu-
tions or other deductions.

What can you do with the tax savings?

Income Tax Payable Tax Payable Savings
2000 2001

$35,000 $ 8,676 $ 8,059 $ 617

45,000 12,073 11,180 893

65,000 19,790 18,031 1,759

80,000 26,753 24,196 2,557

It would be wise to take some time and
decide what you want to do with the ad-
ditional money now available. Here are
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afew possibilities:

Increase lifestyle. 'Y ou may decide
to increase you persona spending.
Giveto charity. You may wish to
give back to your community
through financial contributions.
Reduction of personal debt. Retiring
debt is always a good idea.

Long term investing. Of course |
cannot forget to mention the possi-
bility of investing for the long term.
Tax Advantaged Savings. If you
have the contribution room, an
RRSP deposit will further increase
your tax savings.

From afinancial planning perspec-
tive, the ultimate way to make the
most of the tax savingsisto use the
tax savings to make interest pay-
ments on an investment loan. This

11.0%
19.6%
16.7%
20.3%
27.1%
13.7%
13.5%
13.4%
12.3%
21.1%
11.3%
22.5%

will save taxes, while giving your

money the opportunity to grow in a

non-registered account.

A combination of several of these
strategies may strike a good balance

for you.
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Armstrdng & Quaile

ASSOCIATES INC.

“Providing Sound Financial Direction”

101 Frederick St.
Suite 615, Frederick Tower Phone: 519-576-5766
Kitchener, Ontario Fax: 519-576-0192
N2H 6R2 Email: john@a-g.com

A Lesson in Divergfication

John Armstrong is a Certified Financial Planner. Financial
planning and financial planning education are his key areas of inter-
est and expertise.

Achieving balance in our livesis critical; a balance between
work and family, a balance between living for today and planning for
the future. Because we all have competing goals, striving for balance
influences many decisions in our day-to-day lives. One thing is cer-
tain, the juggling act we do requires a long-term view. Sometimes we
need to take a step back to put things into perspective.

It may sound cliché, but having a plan in place goes a long
way in helping to achieve both our long and short-termgoals. Smply
put, planning assistance is the service we provide. We are committed
to helping you find that long-term view for the good of today and to-
MOrrow.

We dl know that ‘the markets the same time frame. These two manag-
have been volatilethisyear. Let us have ers employ very different styles. These st et i ot
alook at thisin more detail. AGF Inter- management styles arein favour at dif- anedoling avoeiie market
national Vaue and BPI Globa Equity ferent times. BPI Global Equity is heav- | would be happy to review your

are two international mutual funds with a ily weighted in technology stocks, while portfolio at any time to help you under-
five year track record over 18% per year AGF International Valueisnot. If you stand any volatility that has taken place.

compounded. The AGF International have both fundsin your portfolio you
Value Fund from Jan 01, 2000 to the end will have a smoother ride on the road to
of October, 2000 is up 24%, while BPI long term results. Diversificationisa
Globa Equity Fund is down 13% over great strategy for smoothing out the ride.

Mackenzie Introduces * Enhanced Cash Substitutes

Thereisanew cash manage-

gainsin the process.

ment account that will increase your Who should use this account: - Parentswishing to transfer property
after-tax rate of return without adding -+ Non-registered investors with short- to arelated minor. The investor can
any risk. The product isfrom term horizons, or capital preserva- avoid having returns attributed back
Mackenzie and they refer to it asan tion concerns. to them, as would be the case with
‘Enhanced Cash Substitute'. . Tax-sendtive, income-oriented in- interest income.

Thefund is called Mackenzie vestors. - Corporate investors seeking relief
Canadian Managed Yield Capital . Clients wishing to move out of eg- from capita tax costs applying to
Class. Thisfund paysareturn the uity funds during periods of market fixed-income instruments.
same or dlightly higher than the inter- uncertainty, without realizing capital

est rate paid by a money market ac-

count. Thekey differenceisthat the
fund pays the interest as a capital gain.
Yes, thisislegal. You can increase the

A Pre-tax return 5.0% (Interest) 5.3% (Capitdl Gain)
after-tax rate of return by 40% without Tax % Payable  2.25% Fully Taxable 1.45% (50% inclusion rate)
increasing your risk. After-tax Return ~ 2.75% 3.85%

T Bill Fund Mackenzie Canadian
Managed Yield Capital Class

Note: Mutual funds are sold by simplified prospectus only. Before investing , obtain a copy of the prospectus and read it carefully. Unit values and investment re-
turns for mutual funds will fluctuate. Funds are sold through Armstrong & Quaile Associates Inc.




