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With investing, dividends are 
that free shot on goal. If you do 
the proper due diligence and 
hold on to blue chip dividends 
paying stocks, every three 
months you’re rewarded with a 
cheque. And that cheque is likely 
to increase over time at a rate 
higher than inflation.

It’s one of the secrets to 
investment success. Historically, 
about half the return available 
from stocks has come from 
dividends. No need to try and 
predict the impossible like where 
the economy or stock market is 
heading, just accept the cash.

Today, a quality portfolio should 
be able to generate a yield of 
about 2.5%, which is more than 
double the yield available on 
5-year government bonds. These 
dividends will grow and the 
income is tax advantaged.

Although it sounds fairly straight 
forward, life is never easy. In 
exchange for earning a return 
above risk-free bonds, and 
assuming you’ve conducted the 
proper due diligence or paid 
someone you trust to do the 
work, you must accept short-
term price volatility. That’s the 
catch. For many, unfortunately, 
that bridge is too hard to cross.

To help put aside the fear of 
price volatility, it’s helpful to 
visualize your portfolio as the 
inverse of your monthly bills. 
Cash is coming in instead of 
going out. You’re now an owner, 
not just a customer. 

The recurring bills we pay each 
month are not optional. Think of 
food, fuel, mortgage, rent, 
insurance, health care, utilities, 
and the internet. As a customer, 
this may sometimes cause 
frustration, but as an owner 
these are the best companies to 
invest in. They have moats which 
are very difficult to penetrate.   

It would be great to build a new 
internet company or regulated 
utility in Canada but let’s be 
realistic, it’s not going to happen. 
That moat is far too difficult to 
build from scratch. Thankfully, 
the equity market allows you to 
become an owner in companies 
like Rogers, BCE, Hydro One, the 
Banks, and so on.

Yes, the prices of these stocks 
will go down at times in the 
short term, but as Benjamin 
Graham once said: “Investment 
is most intelligent when it is 
most businesslike.” If you own a 
wonderful business, then time is 
on your side, just let the earnings 
and dividends compound for as 
long as the fundamentals remain 
sound.

Rockefeller was right. Take 
the easy points when they’re 
offered, and enjoy it.   

“Do you know the only thing that gives me pleasure?  
It’s to see my dividends coming in.”

—John D. Rockefeller

by Jason Gibbs, CFA
Vice President & Portfolio Manager,  
Scotia Canadian Dividend Fund,
held in Scotia INNOVA Portfolios

Investment 
success through 
dividend 
investing

It’s one of the secrets to 
investment success. 
Historically, about half 
the return available 
from stocks has come 
from dividends. 

IMAGINE PLAYING HOCKEY and being allowed one penalty 
shot every game. And the other team can’t use a goalie, so the 
puck is guaranteed to go in.



Five ways to teach your 
children about money
Fostering financial literacy in your children – and grandchildren – 
can be critical to their long-term financial success. Consider these 
five basic strategies to get started:

*Canadian Foundation for Economic Education. 
Youth Survey – Learning about Money, 2016

Illustrate the power 
of compounding. 

It’s never too early to save. In 
fact, the earlier you start, the 
more you’ll have time on your 
side. To help children better 
understand this concept, 
consider using a checkerboard to 
play a game. Start by placing a 
nickel in the bottom corner 
square on day 1. The rule is that 
for each day the child leaves the 
money on the board, they will 
get double the money the next 
day. So, on day 2, place 2 nickels 
on the square above the first 
one. On day 3, its 4 nickels, and 
so on. This will also help them to 
understand the value of patience 
– and the money will quickly  
add up! 

Practice what you 
preach. 

Like all aspects of parenting, ‘do 
as I say, not as I do’ simply won’t 
cut it for most children. Set a 
good example by having your 
own financial house in order, 
establishing a financial plan, and 
regularly revisiting it to ensure 
you are on track to meet your 
short-, medium- and long-term 
financial goals.  

Money is a topic that most 
children are keen to learn 
about, particularly from their 
parents and guardians.* You 
can be instrumental in getting 
them started on the right path 
– and when you need 
additional support and 
reinforcement, look to a 
Scotiabank® advisor for help.    

F I N A N C I A L  L I T E R A C Y

Discuss money early 
and often.

Children are (almost) never too 
young to start learning about 
how money works. If you have a 
toddler, a piggy bank is a great 
way to introduce the idea of 
putting money aside for future 
use. As children become school-
aged, you can build on this 
lesson with three separate piggy 
banks marked save, spend and 
share. An allowance is another 
great way to instil financial 
responsibility and independence. 
Simple shopping trips can lead 
to impromptu lessons as well, 
geared to the age of the child.

Explain the 
difference between 

saving and investing. 

By the time your children are 
teenagers they should already 
have a solid understanding of 
the importance of saving, so it’s 
a good time to teach them the 
basics of investing. Try a game 
that allows them to invest fake 
money in real companies. Help 
them to track the performance 
weekly to understand market 
movements. Most of all, 
teach them to invest early and 
automatically through regular 
contributions. 

Teach them the adage:  
“A penny saved is a 

penny earned.” 

When a child wants an 
expensive toy, instead of saying 
yes immediately, ask them to 
dip into their savings or raise 
the money they need through 
chores to learn the relationship 
between work and money. 
Take them to the bank with 
you to make deposits or help 
them set up a bank account 
of their own. This can help 
lead to discussions about the 
importance of budgeting.

Check out the Advice Matters Special Supplement for some tips on teaching children to save, 
along with a fun Activity Sheet. 
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S P OT L I G H T 

How to plan your financial 
future in your forties 
The twenties and thirties, for many people, feel like a blur. Before they know it, they’re in their 
forties. This is a great decade to step back, take a deep breath, and assess where you’re at and 
where you’d like to go. 

Putting a child through post-secondary education 
is costly and when combined with mortgage payments 
and monthly expenses, it can be challenging. Tuition 

fees have increased while inflation has impacted everything from 
books to room and board. 

The average cost of a Canadian undergraduate 
degree is $6,373 per year, but can range from as low 
as $2,759 in Newfoundland and Labrador to a high of 

$8,114 in Ontario.2 

Starting early by opening an RESP and taking 
advantage of government education grants can go a 
long way in helping cover the cost.

Helping with a child’s education

What you can start doing in your forties

The dos: The don’ts:

Upgrade your expectations 
too much. If you purchased 

a starter home earlier on in life, it 
may start to feel a little cramped, 
particularly if you have growing 
children. A common mistake is 
upgrading to a larger home than 
you can reasonably afford. Stay 
within your comfort zone – typically, 
no more than 30% of your income 
should be spent on housing.

Be tempted by big-ticket 
items. Renovating your home 

or buying a cottage – these are 
some of the big ticket expenses 
that may be luring you in and they 
are increasingly paid for with credit. 
Managing your debt load is key, and 
a Scotiabank advisor can help ensure 
it is well structured for your needs.  

Be overly conservative 
when investing. Although 

you shouldn’t take on more risk 
than you’re comfortable with, you 
should have a firm understanding of 
how your risk tolerance – alongside 
your investment objective and 
time horizon – could impact your 
retirement savings. To update (or 
develop) your financial plan, review 
your savings level and re-examine 
the right mix of investments for you, 
and talk to your Scotiabank advisor.  

✘

✘

✘

Review your goals. As life 
changes, so will your wants 

and needs. Reviewing your longer-
term goals in your forties is a great 
way to ensure that what you may 
have wanted in your thirties is 
what you still want today.

Double down on saving. 
With your salary likely larger 

than ever before, now is the time 
to save as much as possible. The 
average household savings rate in 
Canada is 4.6%1, but you should 
aim for more than this, particularly 
if you saved less in your lower-
earning years. 

Focus more on retirement. 
Saving for a rainy day is 

important, but in your forties, 
saving for retirement is equally, if 
not more, so. With an emergency 
fund in reserve, focus on 
maximizing tax-deferred accounts 
like TFSAs and RRSPs to grow your 
nest egg, benefiting from the 
tax deduction at tax time on the 
latter.

✔

✔

✔

Your forties can be fantastic if your financial house is in order and you have a plan that reflects 
where you’re going and what you want to achieve. Contact a Scotiabank advisor today, who can 
ensure yours makes sense for you.

PA RT  3  I N  O U R  S E R I E S

Asset accumulation hits full stride when you are in your forties, as your personal income tends to be higher than in previous 
decades. On the flip side, your expenses may be greater and retirement is that much closer. The forties can be a tricky balancing act, 
so here are some thoughts on how to prepare yourself for this new phase of life:

1 As of second quarter of 2017; Statistics Canada.
2 Source: Statistics Canada. Table 477-0077 – Canadian and international tuition fees by level of study, 
annual (dollars), CANSIM

M A J O R  M I L E S T O N E S
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F I N A N C I A L  P L A N N I N G

Don’t let your best-laid 
plans go awry
The Registered Retirement Savings Plan (RRSP) was introduced 
60 years ago as a retirement savings tool.  

IF YOU’RE making contributions you should congratulate yourself – there’s a whopping  
$683.6 billion in total unused contribution room in Canada.1 But to quote American author 
John Steinbeck, don’t let your best-laid plans go awry, by avoiding these common mistakes:

1. Withdrawing early. 

One of the biggest mistakes Canadians can make is 
withdrawing funds2 from their RRSP before retirement.  

If you withdraw funds early, you lose that contribution room and 
the tax deferred growth with it. While all withdrawals are subject 
to withholding tax of 10% to 30%, you will likely pay a higher 
marginal tax as the money withdrawn will be added to your 
income for the year.  

4. Being overly risk averse. 

Depending on how old you are, there may be 
decades before you reach retirement. While volatility 

can be unnerving, especially when reading news headlines, 
over longer periods, the variance between the highs and lows 
shrinks considerably and you’re more likely to come out ahead. 
Maintaining a longer-term perspective and taking a diversified 
approach to investing aligned to your risk tolerance and time 
horizon is often the best approach.

5. Failing to revisit the plan. 

It’s not enough to open an RRSP and make a lump sum 
contribution. On an annual basis you should evaluate 

your retirement goal – when you want to stop working and how 
much annual income you’ll need to do so comfortably – and adjust 
your plan if needed.

To help you avoid these RRSP mistakes and to develop a 
personalized plan for your retirement years, contact your 
Scotiabank advisor today.

1  As of 2011, CBC
2  Provided the Home Buyers’ Plan or Lifelong Learning Plan rules are compiled with, withdrawing under 

those two plans will not result in withholding tax and income inclusion. 

2. Contributing too much. 

While you can likely think of worse problems to have, 
overcontributions to an RRSP can cost you. Over 

contributions to an RRSP can cost you a penalty of 1% per month 
on contributions that exceed your RRSP deduction limit by more 
than $2,000. You can contribute up to 18% of your previous 
year’s earned income up to a maximum of $26,010 for 2017, plus 
any unused contribution room from previous years.        

 

If you have additional savings, also consider a Tax-Free Savings 
Account which offers a cumulative total contribution room of 
$52,000 this year.

3. Procrastinating.  

A 2011 Scotiabank study found that if Canadians could 
begin investment planning again, almost 40% said 

they would start much earlier. Time is on your side when it comes 
to contributing to an RRSP – contributing early and on a regular 
basis can help you build your savings easily and automatically. The 
best news for those just starting out is that you don’t need a lot of 
money to make a lot of money. Monthly contributions – boosted 
by the power of compound growth – can accumulate significantly 
over time.

•	 Your RRSP deduction limit can be found on your most 
recent Notice of Assessment from the Canada Revenue 
Agency. 

•	 Unused	contribution	room	can	be	carried	forward	
indefinitely; contributions to your RRSP can be made until 
the year in which you turn 71 years and your spousal RRSP 
until the year in which your spouse turns 71 years of age.
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Bank of Canada hikes interest rates. 

Bank of Canada (BoC) Governor Stephen 
Poloz announced the second interest rate 
hike of 2017 in September, bringing the 
overnight rate to 1%. Strong economic 
growth supported the rate hike, and the 
BoC believes that Canadian economic 
growth appears self-sustaining, leaving the 
door open for more rate hikes in the future. 
The Canadian dollar responded by rising 
almost	two	cents	against	the	U.S.	dollar	
soon after on the day of the announcement, 
as investors globally reacted to the news. 

Market Recap
M A R K E T  I N S I G H T S

(YTD Returns in local currency as at September 29, 2017). Source: BloombergMARKET PERFORMANCE
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OPEC agrees to cut production, while 
Canadian oil output expected to rise. 

The Organization of the Petroleum Exporting 
Countries (OPEC) agreed to reduce the 
amount of oil produced among member 
nations, by about 1.2 million barrels per day 
until March 2018, in order to help stabilize 
crude oil prices. OPEC also increased their 
demand forecasts, and now expect the world 
will need almost 33 million barrels per day, 
up almost half a million barrels. Meanwhile, 
oil production in Canada is expected to rise 
to 4.95 million barrels per day in 2018 which 
could potentially negate OPEC’s attempts to 
extend its production cuts further.

China reaffirms export expectations. 

As some nations continue to debate their 
existing trade agreements, the world’s 
most visible exporter, China, reaffirmed 
that it expects exports to continue to grow. 
Exports increased more than 11% in July, 
and are on pace to end the year higher for 
the first time since 2014. Stronger growth 
in	Europe	and	the	U.S.	is	credited	with	
increasing demand for Chinese goods.  

® Registered trademarks of The Bank of Nova Scotia, used under licence.  © Copyright 2017 1832 Asset Management L.P.  All rights reserved.

As used in this document, the term “Scotiabank Investment Specialist” or “Scotiabank advisor” refers to a Scotia Securities Inc. mutual fund representative or, in Quebec, a Group Savings Plan Dealer Representative. When you purchase mutual funds or other 
investments or services through or from Scotia Securities Inc., you are dealing with employees of Scotia Securities Inc. Scotiabank may also employ these individuals in the sale of other financial products and services. Activities conducted solely on behalf of 
Scotiabank are not the business or responsibility of Scotia Securities Inc. Scotiabank® includes The Bank of Nova Scotia and its subsidiaries and affiliates, including 1832 Asset Management L.P. and Scotia Securities Inc.

This document has been prepared by 1832 Asset Management L.P and is provided for information purposes only. Views expressed regarding a particular investment, economy, industry or market sector should not be considered an indication of trading intent of 
any of the mutual funds managed by 1832 Asset Management LP. These views are not to be relied upon as investment advice nor  
should they be considered a recommendation to buy or sell. These views are subject to change at any time based upon markets and  
other conditions, and we disclaim any responsibility to update such views.

Information contained in this document, including information relating to interest rates, market conditions, tax rules, and other investment 
factors are subject to change without notice and 1832 Asset Management L.P. is not responsible to update this information. To the extent 
this document contains information or data obtained from third party sources, it is believed to be accurate and reliable as of the date 
of publication, but 1832 Asset Management L.P. does not guarantee its accuracy or reliability. Nothing in this document is or should be 
relied upon as a promise or representation as to the future. Investors should consult their own professional advisor for specific investment 
and/or tax advice tailored to their needs when planning to implement an investment strategy to ensure that individual circumstances are 
considered properly and action is taken based on the latest available information.

ScotiaFunds® and Dynamic Funds® are managed by 1832 Asset Management L.P., a limited partnership the general partner of which is 
wholly owned by The Bank of Nova Scotia. ScotiaFunds and Dynamic Funds are available through Scotia Securities Inc. and from other 
dealers and advisors. Scotia Securities Inc. is wholly owned by The Bank of Nova Scotia and is a member of the Mutual Fund Dealers 
Association of Canada. 

Commissions, trailing commissions, management fees and expenses may be 
associated with mutual fund investments. Please read the prospectus before 
investing. Mutual funds are not guaranteed or insured by the Canada Deposit 
Insurance Corporation or any other government deposit insurer, their values  
change frequently and past performance may not be repeated.
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