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Your well-being
tomorrow requires
planning today
—
Retirement – who hasn’t thought
about it? To finally be free to take
on all the projects you have always
dreamed about. To leave behind the
busy schedules, rush-hour traffic,
constant stress and running around all
day. However, in order to enjoy a great
retirement, you will first need to come
up with a well-thought-out plan. But
exactly where should you begin? For
many people, retirement can seem such
a long way away, or even impossible to
achieve financially, yet there are a whole
range of solutions designed to help
you put together the retirement of
your dreams.

DID YOU KNOW ?
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This guide has been designed to inform
you as well as help you come up with
a retirement plan tailored to your
reality. If you are already retired, the
information contained in this guide will
help you reassess your current plan
and adjust your income accordingly.
No matter what your current situation
may be, you can rely on the expertise
of our advisors to support you in
this process. National Bank is a vast
multidisciplinary team, dedicated
to meeting all your requirements,
regardless of your experience or life
cycle phase. Whether you are simply
starting out on the road to retirement
or already have extensive knowledge
of all the different solutions at your
disposal, we can offer you the guidance
you need.

You can have the retirement you want.
Let National Bank show you how.

—
Who hasn’t thought
about retirement?
To finally be free
to take on all the
projects you have
always dreamed
about.
—

A survey of 1,565 Canadians was conducted in the summer of 2011 to develop strategies and material that would
meet your needs1.
The first part of the survey identified the public’s main concerns regarding retirement. The second part, presented
in the form of an index, is a tool that allows you to measure your level of confidence regarding retirement.
Known as the National Bank Retirement Index, this tool was introduced in 2009 and is exclusive to National Bank.
It allows you to measure your level of confidence in terms of quality of life and achieving retirement objectives
in relation to the average population in your age group. Based on your results, it also offers valuable information
on the resources available to help you reach your objectives. Are you confident about retirement?
Discover your index now by completing the online questionnaire at nbc.ca/retirement!
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No two people have the exact same saving habits or goals or generate the same
income; yet, some phases of our life cycle remain identical for everyone, as shown
in the following chart. These phases each have a profound impact on our future
development and should be an essential part of every good retirement strategy.

Starting
to save

Building portfolio

Planning
according
to goals

Final stage
of accumulation
Preparing
for retirement

Accumulation (saving)

Ages 18-34

Living
retirement

Ages 35-49

Transition
(pre-retirement)

Withdrawal (retirement)

Ages 50-64

Ages 65 and over

The three
dimensions of
retirement planning
—

Plan

In general, there are three simple
dimensions involved in coming up
with a well-defined retirement plan:

2. Taking your current situation and
projecting it into the future

Understand

3. Analyzing the income gap: compare
required income to available income

Taking a step back and learning about
retirement allows you to assess your
own situation, identify your priorities
and gain valuable insight into the
various factors that can affect your
objectives. This step teaches you
how to set up realistic goals.

This dimension focuses on retirement
planning through four steps:
1. Determining your goals: planned
retirement age and required income

4. Identifying the solutions that best
suit your situation

Act
This third dimension brings you full
circle because it involves hand-picking
the solutions best suited to your
specific situation. There exists

a multitude of ways you can “Act” in
order to build your dream retirement,
depending on your life cycle phase.
For example:
	 Setting up a savings plan
	 Efficiently managing your debt and
taking advantage of various tax
strategies
	 Reviewing your budget
	 Reassessing your insurance needs
	 Ensuring the transfer of your wealth

In theory, all three dimensions should
be initiated before the age of 30.
However, things are much different
in practice, and many people only
begin to formulate a strategy 10 to
15 years before their actual retirement.
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Understand
—
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Possessing the
knowledge to form
a winning strategy
—

The five key risks
during retirement
—

Getting to understand the various
issues surrounding retirement can be
considered the basis of any successful
plan. By taking into account current and
future retirement realities, you will be
able to clearly define your own needs
regarding the major aspects of retired
life. Naturally, a strong investment
strategy should provide for any and all
factors that could eventually impede
your retirement goals. Accordingly, the
findings from our survey have allowed
us to determine the “five key risks
during retirement.” They are:

The life expectancy of Canadians continues to increase over time. As a result, their
retirement often lasts much longer than it used to. The inherent risk is that some
people could end up underestimating their own life expectancy and therefore
run the risk of outliving their capital.

Time

With the remarkable advances in modern medicine, combined with the fact that
more and more Canadians are paying closer attention to their health (better eating,
sleeping and exercise habits), the average life expectancy should continue to
reach new heights. In other words, we are no longer talking about a 10 or 15-year
retirement, but one that may even last as long as 40 years! The following chart
illustrates this probability.
Survival probability
100%

	 Time

90%

	 Inflation

80%

	 Healthcare
	 Withdrawal rate
	 Asset allocation

Understanding these different risk
factors will allow you to mitigate their
influence. Here is a breakdown of
each of these risks.

70%
Probability
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70
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90

95

100

One or the other

Source: CANADIAN INSTITUTE OF ACTUARIES. Mortality table UP-94 projected up to 2015.

DID YOU KNOW ?
According to recent statistics, if you are currently 65 years of age,
you or your spouse has a 50% chance of reaching the age of 902.

105 Age
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Inflation

Today, inflation remains unavoidable
and its rate, unpredictable… despite our
governments’ best efforts! To preserve
your purchasing power, we recommend
you make provisions to regularly

Healthcare
Accurately assessing your health-related
financial requirements during retirement
is a very important part of your overall
strategy, even if some of the factors are
somewhat difficult to narrow down.
The chart on the right, however, clearly
indicates that government healthcare
expenditures per capita tend to increase
significantly with population age. When
taking into account the aging of the
Canadian population, can we really
assume that government budgets in
this area will remain adequate to ensure
a healthy retirement for all? You do
the math!

increase your retirement income. The
following table shows you how inflation
has affected the price of stamps over
time. A stamp now costs twice as much
as it did 30 years ago!
Price of a Canadian stamp
Year

Price

1982

30¢

2012

61¢

Sources:
LIBRARY AND ARCHIVES CANADA. Philatis – Postal Archives, [Online], [http://data4.collectionscanada.ca/netacgi/nph-brs?s1=
0907&l=20&d=POST&p=1&u=http%3A%2F%2Fwww.collectionscanada.ca%2Farchivianet%2F020117%2F020117030301_e.
html&r=1&f=G&SECT3=POST].
Canada Post

Healthcare expenditures by age group

$23,360
$20,730

Dollars per capita

Inflation represents the general
increase in the price of goods and
services over the years, which ends
up affecting your purchasing power.
Indeed, from 1992 to 2012, the
average rate of inflation was 1.90%
per year in Canada3. In the long run,
even a modest inflation rate can wind
up making a substantial dent in your
purchasing power. For those who are
already retired, inflation runs the risk
of significantly compromising the
longevity of their capital.

$12,690
$7,330

$1,590

$2,030

0-44

$12,080

$6,400

$2,990 $2,890

45-64

65-74

Male

75-84

85+

Age

Female

Source: DODGE, D.A. and R. DION. Chronic Healthcare Spending Disease: A Macro Diagnosis and Prognosis, C.D. Howe Institute,
2011, No. 327, p. 6.

On the other hand, every case remains unique. Your own circumstances may
change with time. What can be done, then? First, try to predict your future
healthcare costs by considering your current physical condition. However, keep
in mind that your situation could end up changing on a dime. Providing for this
possibility may help you avoid unwanted surprises down the road… surprises that
could ultimately end up compromising the longevity of your capital.

—
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Withdrawal rate
Not having enough income at
retirement is not an option! Many
factors, such as your rate of withdrawals, will have a significant impact
on your savings during this period.
Too many withdrawals could end up
seriously compromising the longevity
of your capital. For example, a 1%
decrease in your withdrawal rate could
make all the difference in the world,
as seen in the following chart. In this
particular context, a lower withdrawal
rate would not only prevent capital
depletion, but would also allow for
a considerable inheritance to be left
behind.

Even so, it remains imperative to
conduct periodic reviews of withdrawal
targets. Indeed, modifications may be
required from time to time, especially
in the event of a prolonged market
decline. Inversely, investors with a
lower rate of withdrawals could end
up with more capital than initially
projected, and could therefore turn the
situation to their advantage. However,
estimating the longevity of your capital
based on inflation and withdrawals can
be an arduous task. This is where your
advisor can offer his or her support.

Projection of capital longevity based on different withdrawal rates over a 35-year period
$250,000
Retirement at age 65

$200,000
Portfolio value
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$150,000

A retired individual initially aged 65
would not have enough money at
age 91 if 6% of his or her assets
were withdrawn every year
(adjusted upwards for inflation).

$100,000
$50,000
-$

65 67 69 71 73 75 77 79 81 83 85 87 89 91 93 95 97 99
Age
Withdrawal rate

4%

5%

6%

10%

Hypothetical value of assets held in a $100,000 no-fee, non-taxable account invested in a portfolio of Canadian equities (25%), U.S. equities (30%) and fixed-income securities
(45%) with withdrawal rates adjusted for inflation each year. Withdrawal projections that have starting points in January 1938 to January 1975 and ending points 35 years later, in
December 1972 and December 2009 have been made. Withdrawals are adjusted annually according to 100% of the CPI growth that prevailed. Each curve represents the median of
37 projections. Canadian and U.S. equities are represented by the S&P/TSX and S&P 500 indices respectively. Fixed-income securities are represented by the TSX DEX Index for the
period between 1980 and 2010. Since that index did not exist before 1980, the index is simulated for the years between 1938 and 1979 with the average of long-term bonds and 91day Treasury bills. This graph is provided for illustration purposes only and does not represent any actual investments. Past performance is no guarantee of future returns.
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Asset allocation
You have no doubt heard the saying
“Don’t put all your eggs in one basket.”
This is particularly true when it comes to
investing, especially in situations where
you are looking to preserve your capital.
Diversifying your assets requires careful
thought, however. Some investors
prefer to focus exclusively on highly
volatile and potentially high-paying
investments, while others prefer a
more cautious approach and accept
lower returns in favour of security.
Be careful! Balance is the key. Sound
portfolio diversification will offset some
of the risks inherent in your selected
investments, such as market risk and
premature capital depletion. That way,
should one of your asset categories
underperform the others, its effect on
your portfolio would be lessened.

—
It is essential not
to confuse “dispersing”
with “diversification.”
—

What is market risk?
This risk corresponds to stock market
fluctuations. It is especially present
in the short term, where market
fluctuations can have a considerable
impact on the value of your
investments. However, it is important
to note that the influence of market
fluctuations becomes less significant
over time.

The importance
of diversification
It is essential not to confuse
“dispersing” with “diversification.”
Dispersing means splitting up your
holdings between many financial
institutions, while diversification
involves investing in a variety of asset
categories within your portfolio in
order to achieve a good balance. Even
a single fund can be very diversified.
For example: a well-diversified portfolio
may include a mix of bonds and equities
(both from the Canadian market and
abroad), cash and other assets.

Also, there are a variety of factors that
can affect the balance between risk
and security, among them: age, marital
status, financial situation, desired
income and personal investment
horizon. The key is to consider capital
protection while still generating
sufficient returns to counter the longterm effects of inflation. Using a
detailed questionnaire, your advisor can
help ensure that your asset allocation
is in line with your risk tolerance level
and your investment horizon. You
will therefore be able to identify your
“investor profile” and choose the right
mix for your needs.

The Institut québécois de planification financière has developed projection
assumption standards, which can make it easier to analyze retirement needs.
To prepare or update your retirement projections, your advisor will have to
make certain assumptions, such as inflation and returns. The more realistic the
projection assumptions, the more closely the retirement projection will reflect
your situation.
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Creating or updating
your plan to ensure
your retirement
projects are
successful
—
Now that you have taken the time
to familiarize yourself with the key
retirement issues, you are ready to
determine your personal goals and
prepare your retirement strategy; or,
if you are already retired, you can
reassess your existing plan. This will
help you go ahead with all the projects
you have always dreamed about.

1. Determine your goals
Planned retirement age
This important step will help you
determine the amount of capital you
will need in order to achieve your
retirement goals. First, think about the
age at which you would like to retire.
With this figure in mind, how long do
you expect your retirement to last?
How you answer these questions will
influence your financial situation. Your
retirement income will therefore have
to be adjusted accordingly.
Be realistic! You have to take today’s
reality into account. Retirement used
to start at age 65. Today, retirement
sometimes starts earlier, while life
expectancy is constantly getting
longer. It is difficult to forecast
whether this trend will continue in the
future, particularly with the growing
popularity of phased retirement. As
life expectancy gets longer, however,
retirement will probably occur later on
in life. You can be sure about one thing:
you can never go wrong by planning
for the amount of capital you will
need for your future.

—
Your retirement plan
will help you carry
out the projects that
are important to you.
—
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Required retirement income
Determining your required retirement income is an essential process that will allow you to accurately gauge your savings
needs. If you are presently retired, you are already quite familiar with your expenses and can therefore integrate them into your
budget. If not, try to imagine as accurately as possible just how much income you will need in order to cover your retirement
expenses. Take into account as many variables as possible, such as: your projects, your health and your life expectancy. That
way, it could be easier to maintain your standard of living throughout your retirement.
To help you in this regard, it is generally recommended that your retirement income correspond to 70% of the annual average
of your three highest grossing work years. Bear in mind, however, this recommendation does not apply to everyone. Individual
requirements may vary based on the projected expenses during retirement and the income earned in the preceding years.
Average replacement rate at various preretirement income levels
80%

Replacement rate

70%
60%
50%
40%

21%
8%

29%

36%

4%

4%

30%
20%

41%

37%

10%

49%

2%

30%

19%

0%
$40,000

$50,000

$60,000

$100,000

Annual gross income before retirement
Government programs

Guaranteed Income Supplement

N.B.: These data are based on Quebec tax rates for 2012.

The above chart illustrates the different
sources of income to consider in order
to achieve an income replacement
level of 70% for the purposes of this
exercise. The dark blue and light blue
bars represent the total percentage
of income replaced by government
programs, i.e. Canada/Quebec Pension
Plan (CPP/QPP), Old Age Security (OAS)
and Guaranteed Income Supplement
(GIS). In order to reach the 70% target,
the retiree will have to draw additional
income from other sources, such as
RRSPs. To accurately determine your
required retirement income, nothing
beats a thorough financial analysis.

—
Do not hesitate
to consult your
advisor!
—

Other sources
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Entrepreneurs
and self-employed individuals
—
Entrepreneurs who do not have a supplemental pension plan (SPP) can nevertheless count on a major asset: the sale
of their business. This could turn out to be a major source of income. In order to get the best return, it is important
to keep it in good shape, just as with a house, and also to pay attention to its balance sheet.
People who are self-employed are eligible for the Canada or Quebec Pension Plan and they have to contribute to one
of those plans. Unlike employees, self-employed individuals must also pay the portion normally paid by the employer.

2. Take your current situation
and project it into the future
There are five major sources of income
available to you during retirement. We
will refer to them as the “five pillars.”
They consist of:
	 Government plans
	 Supplemental pension plans
	 Personal savings
	 Real estate
	 Casual employment

—
Take control of
your retirement!
—
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The Canada Pension Plan (CPP) is a
program for workers in all provinces
except Quebec. It provides benefits that
are equivalent to the QPP. The maximum
amounts are similar to those under the
QPP, and the benefits from the CPP
are also taxable.

$1,200
$1,000
$800

$1,289.78
$1,223.47

$1,365.55
$1,282.67

63

$1,214.00
$1,164.27

62

$1,138.22
$1,105.07

61

$1,062.45
$1,045.87

60

$986.67
$986.67

$863.53
$868.27

$200

$801.97
$809.07

$400

$925.10
$927.47

$600
$740.40
$749.87

The Quebec Pension Plan (QPP), which
is for workers in Quebec only, presently
provides benefits corresponding to
25% of the individual’s adjusted salary
history, up to a maximum of $986.67
per month or $11,840.04 per year (in
2012). Those amounts remain taxable.
It is possible to start receiving it at age
60 (under certain conditions, including
having made contributions to the plan).

$1,400

$678.83
$690.67

Depending on your province of
residence, you may be eligible to
receive retirement pensions from the
various levels of government, subject
to certain conditions. These pensions
can vary depending on specific factors,
such as: your income, your previous
contributions and your retirement age.

Maximum monthly CPP and QPP payments by claimant age in 2012

Monthly payment

2.1 Government plans

66

67

68

69

70

$0
64
65
Age
CPP

QPP

Sources: Canada Pension Plan
Régie des rentes du Québec

Pension payment:
From age 65

Between ages 60 and 65

	 No condition

	 Reduction per month:

Over age 65
	 Increase per month:

Year

CPP

QPP

2012

0.52%

0.50%

2013

0.54%

0.50%

Year

CPP

QPP

2014

0.56%

0.53%

2012

0.64%

0.50%

2015

0.58%

0.56%

2013

0.70%

0.70%

2016

0.60%

0.60%

2014

0.70%

0.70%

2015

0.70%

0.70%

2016

0.70%

0.70%

	 Payments are possible if the claimant 		
has stopped working or is deemed
to have stopped working
(This condition applies only to the QPP for 2012 and 2013.)

Sources: RÉGIE DES RENTES DU QUÉBEC. Rapport actuariel
modifiant l’Analyse actuarielle du Régime de rentes
du Québec au 31 décembre 2009, 2011. (French only).
OFFICE OF THE CHIEF ACTUARY and OFFICE OF THE
SUPERINTENDENT OF FINANCIAL INSTITUTIONS CANADA.
Actuarial Report on the Canada Pension Plan as
at 31 December 2009.
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The Old Age Security (OAS) pension is
available to most Canadian citizens. For
individuals born on or after February
1, 1962, the OAS eligibility age has
been raised from 65 to 67. Individuals
born before April 1, 1958 will still start
receiving their OAS at age 65. If you
were born between those two dates,
the table on the right indicates the age
at which you will be entitled to OAS.
In addition, starting July 1, 2013, you
will be able to defer OAS payments
for up to 60 months. As a result, for
each month of deferral, the benefit
will be enhanced by 0.6%, up to
a maximum of 36%.
Provided you have resided in Canada
at least 40 years, you are eligible to
receive OAS benefits, regardless of
whether or not you are retired at the
eligibility age. Otherwise, you may
qualify for a partial pension, provided
you have lived in Canada at least
10 years. OAS benefit amounts
are taxable.

Eligibility age for Old Age Security

Year of birth
Month of birth

1958

1959

January

65

65 and 5 mos. 65 and 11 mos. 66 and 5 mos. 66 and 11 mos.

1960

1961

1962

February-March

65

65 and 6 mos.

66

66 and 6 mos.

67

April-May

65 and 1 mo.

65 and 7 mos.

66 and 1 mo.

66 and 7 mos.

67

June-July

65 and 2 mos.

65 and 8 mos. 66 and 2 mos. 66 and 8 mos.

67

August-September

65 and 3 mos.

65 and 9 mos. 66 and 3 mos. 66 and 9 mos.

67

October-November

65 and 4 mos. 65 and 10 mos. 66 and 4 mos. 66 and 10 mos.

67

December

65 and 5 mos. 65 and 11 mos. 66 and 5 mos. 66 and 11 mos.

67

Source: HUMAN RESOURCES AND SKILLS DEVELOPMENT CANADA. Do you already receive Old Age Security? Then these changes
don’t affect you, 2012.

Old Age Security (OAS)4
	 Taxable
	 Maximum monthly payment:
$540.12 ($6,481.44 per year)
	 Clawback: 15% of the excess
of individual income over $69,562
(full clawback at $112,772)

If your income does not reach a
certain level, you may also benefit
from the Guaranteed Income
Supplement (GIS). Because it is
paid only to OAS recipients with low
incomes, the GIS eligibility age has
also been raised to 67.

Guaranteed Income
Supplement (GIS)5
	 Non-taxable
Unmarried individual:
	 Maximum monthly payment: 		
$732.36 ($8,788.32 per year)
	 Full clawback at $16,368
Couple:
	 Maximum monthly payment: 		
$485.61 ($5,827.32 per year)
per person
	 Full clawback at $21,648
for the couple
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2.2 Supplemental pension
plans (SPPs)
Also known as company pension plans,
private pension funds, or registered
pension plans, supplemental pension
plans (SPPs) represent a source
of revenue that complements the
government plans. They are offered
by some employers, who make
contributions for their employees’
retirement. Employees may also have
the possibility of contributing certain
amounts into the plan themselves.
Those funds are tax sheltered
until withdrawn.
The amounts paid to retirees vary
depending on the plan. Typical
factors are salary and years of service
with the employer. It should also be
noted that these retirement benefits
are sometimes unindexed (i.e., not
adjusted for inflation).
Along with the retirement income they
provide, SPPs have other advantages,
such as paying a survivor benefit to
a spouse in the event of the
participant’s death.

Company owners and senior executives have the option of participating in
an individual pension plan (IPP), which is a form of SPP. IPPs are individually
tailored, with the intention of optimizing the retirement income of
a participant.
They have numerous advantages, including:
	 The possibility of contributing a larger amount than permitted with an RRSP
	 Larger tax deductions than those permitted by an RRSP for a business owner

2.3 Personal savings
This source of income includes
Registered Retirement Savings
Plans (RRSPs), Tax-Free Savings
Accounts (TFSAs) and non-registered
investments.
An RRSP is an account in which an
individual can accumulate investment
income that is tax sheltered, with a
view to retirement. This is commonly
the most effective strategy for
achieving objectives, particularly for
workers who do not have access to an
SPP and for those with higher incomes.
An RRSP is the element over which
you have the greatest control, and it
can be of prime importance for your
retirement.
With an RRSP account, you have the
possibility of accumulating interest,
dividends and capital gains from a
wide range of financial products. Also,
the contributions made into it usually
give you the right to receive a tax
refund.
Amounts contributed into an RRSP
are normally tax deductible up to the
contribution limit established for the
current year. If you go past this limit,
you risk paying a penalty.

The TFSA is in some ways similar
to an RRSP. Its objective is to create
non-taxable income for taxpayers.
Investments eligible for a TFSA are
mainly the same as those eligible
for an RRSP. However, the allowable
contribution to a TFSA is limited
to $5,000 annually.
Unlike an RRSP, contributions to a
TFSA are not deductible from income.
However, withdrawals are not taxable,
since they are not considered income.
They also have no effect on the
benefits paid by government programs
such as Old Age Security and the
Guaranteed Income Supplement.
If you have savings held in
non-registered accounts, there are
strategies for reducing the tax payable
on those investments: for example,
by prioritizing the asset classes
that generate income with more
advantageous tax treatment. Ask
your advisor for more information.
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2.4 Real estate

2.5 Casual employment

Owning property is a sizeable
advantage. Once the mortgage is
paid off, this expense category can be
partly reallocated to another purpose:
savings, for example.

Some people want to stay in the
workforce when they retire. This can be
an interesting source of income, as long
as it is a choice and not an obligation.
Unfortunately, nearly 30% of retirees
have to work to make ends meet6. To
retire without working, unless you wish
to, be sure to plan ahead for adequate
retirement income.

The sale of a property can represent
a financial advantage for some retirees.
However, it is important to keep in
mind that while selling a property may
bring in a substantial amount, you still
need to make payments each month
to rent or buy another residence. Also,
in case of financial difficulties, a reverse
mortgage could be considered.
Regarding real estate investments,
this sector has gone through
prosperous periods over the past
40 years. However, even though this
market was notably hot between
2000 and 2007, its performance was
not better than that of the Toronto
Stock Exchange for the same period.
It might be better to spread out
assets well, rather than speculate in
that sector alone. By assuring good
diversification of your portfolio,
you could profit from major market
opportunities while growing your
savings thanks to compound interest,
when applicable.

3. Analyze the income gap
The second-last step in planning
your retirement is to compare the
income you will need to what you will
be receiving. Is there a gap between
the two? Do your expectations seem
realistic? The following step can help
you explore these questions. It is a
crucial process, even when you retire.

—
Effectively manage
your income to
follow your dreams.
—

4. Identify the solutions
that best suit your situation
No matter what stage you are at, you
can consider various solutions for
adjusting your retirement income. For
example, it is essential to optimize your
investments from a tax standpoint and
use the full potential of your investor
profile.
Optimizing your investments from
a tax standpoint could allow you to
save money by redistributing your
investments in order to pay the least
tax possible. As for your investor
profile, ensure that your investment
strategy maximizes your income while
respecting your risk tolerance.
Increasing your savings could also
make a difference in the long term.
However, greater sacrifices are
sometimes necessary. Among other
possibilities, you could choose to
put off your retirement, opt for a less
expensive lifestyle or decide to seek
casual employment after retirement.
In order to really evaluate your options
and get help making a definitive choice
that takes into account your current
situation, it is a good idea to consult
your advisor or use the Retirement
Horizon tool available at nbc.ca/
retirement.
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Phased retirement
—
The Quebec government has introduced
legislation to encourage phased
retirement. This possibility is offered to
workers between the ages of 55 and
69 who wish to gradually retire from
the workforce. They can receive up to
60% of their pension income while still
receiving employment income, which

also helps to increase their retirement
pensions. Before taking advantage of
this option, employees first need to
reach an agreement with their employer
and accept a pay cut of at least 20%.
Self-employed individuals are not
eligible for this program.

Phased retirement does not in any
way affect OAS and GIS benefits. As
for SPPs, conditions vary from one
plan to another. Get more details
from your plan manager.

DID YOU KNOW ?

65% of people do not have a written retirement plan7.
Retirement Horizon is an online tool that helps you prepare a summary retirement
plan in only a few minutes. You will be able to visualize the gaps between your current
situation and your retirement goals. You could also compare different scenarios
and make the necessary adjustments to your plan, such as:
	 Adjust the percentage of income you want
	 Reconsider your retirement age
	 Re-assess your periodic investment
contributions for your retirement
	 Review investment solutions
based on your investor profile

Have you heard about
the Retirement Horizon tool?
Visit nbc.ca/retirement
or consult your advisor
for a more detailed plan.

05
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Choosing the
solutions that
best suit your
situation
—
You have gathered information about
retirement. You have taken the time
to evaluate your needs. You are now
ready for an action plan! With the
efforts you have made over the years,
you will deserve to fully enjoy what
life has to offer. To help you see things
more clearly, we have divided this
section into three parts covering
the growth, protection and transfer
of your wealth.

Growing
your wealth
—
Manage your emotions
Recent studies have shown that
emotions can have a major impact
on investors’ decision making. Fear,
in particular, often clouds their
judgment. This is absolutely normal.
However, individuals who choose to
adopt a long-term investment strategy
almost always earn better returns
than people who use a market timing
strategy. The important factor is not
when you invest in the market, but
how long you remain invested and
how well you respect your investor
profile despite any volatility, as
shown by the following graph.
Growth over 5 years after the financial crisis
(Portfolio: 60% S&P/TSX Index, 40% DEX Universe Bond Index)
$
180
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Portfolio value
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Year 6

Years after the crisis
Oct. 1987: Stock market crash
Aug. 1989: Savings and loan crisis
Sept. 1998: Asian monetary crisis
Source: Bloomberg

March 2000: Bursting of the technology bubble
Sept. 2001: 9/11 terrorist attacks
March 2009: Banking crisis
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Market volatility is a normal phenomenon. However, asset classes tend to evolve in
a positive manner over the long term, despite market fluctuations. For example, the stock
market has gone through major declines over the course of the last 30 years. Nevertheless,
investors who maintained their investments despite those crisis periods would have
enjoyed a considerable return on their portfolios. The secret? Adopt a long-term investment
strategy and do not allow yourself to get upset over the ups and downs of the market.
Fluctuations in the Canadian market (January 1, 1977 to December 31, 2011)
Period:
Total decline:
Return to pre-decline level:

$10,000

July - Nov. 87
25%
20 months

Investment value

9 months
4 months

$3,388

25 months

10 months
4 months

$1,000

June 81 - 82
39%
10 months

$1,447

Dec. 89 - Oct. 90
20%
29 months
April - Aug. 98
27%
15 months

12 months

Aug. 00 - Sept. 02
43%
31 months

$100

Initial investment of $100
1977
1981

Indice composé S&P/TSX

1987 1989

S&P/TSX Composite Index

1998 2000

2008

2011

Years

June 08 - March 09
43%
24 months

Certificats de placement garanti (CPG) - termes de 5 ans

5-year Guaranteed Investment Certificate (GIC)

Source: Bloomberg. Total return for the S&P/TSX Composite Index from January 1, 1977 to December 31, 2011. Effective May 1, 2002, the TSE 300 Composite Index
was retired and replaced with the S&P/TSX Composite Index. For more information on the changes to this index, please visit tsx.com.

Get to know
the possible solutions
You have precise needs; we have
the solutions! Turnkey investment
solutions from National Bank offer you
diversification among different asset
classes. These solutions are correlated
with various investor profiles that
reflect your investment horizon and risk
tolerance. We also offer an “à la carte”
menu featuring a complete family of
mutual funds that apply a wide variety
of investment strategies. Consult your
advisor, who will be able to show you
investment solutions customized to
your needs. That way, you can rest
easy and not have to worry about
the diversification of your portfolio.

Turnkey solutions

À la carte solutions

	 Diversified funds

	 Bonds

	 Variable-yield GICs

	 Fund portfolios

	 Stocks

	 Fixed-rate GICs

	 Discretionary management

	 Mutual funds

	 Options

	 Deposit notes

	 Hedge funds
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Retirement requires
a budget!
Making a budget can seem confining.
However, this operation is one of the
keys to a successful retirement.
Establishing a budget lets you know
precisely where your money is going
and helps you identify the expenses
that could be eliminated. This analysis
can be quite helpful, as it provides
the information you need so that you
can achieve your savings objectives.
Including savings in the budget
avoids the situation of having to make
contributions to your retirement plan
at the last minute, or having to try and
catch up on unused contributions at
the end of the year. In short, planning
for savings in your budget is a
profitable initiative!
In order to keep your budget on track
and be able to deal with unforeseen
expenses, there are two golden
rules. First: set up a reserve fund for
emergencies. This could avoid the
need to unbalance your budget when
something unexpected happens. It is
recommended that you put aside the
equivalent of 25% of your annual cost
of living. Therefore, if an unforeseen
situation comes up, your emergency
fund could help you cover the expenses
in your budget for about three months.
The second golden rule: include in the
budget an amount equal to about 10%
of your total expenses. This amount
serves as a cushion in the event you
missed including certain costs in
your budget.

Time is on your side

Save regularly

If we had just one piece of advice to
give you, it would be this: start saving
as soon as possible.

Accumulating funds for retirement
sometimes seems impossible. Instead
of making a lump-sum contribution
at the end of the year, why not take
smaller steps? It is easier to put aside
small amounts regularly in order to
achieve your savings goals. Systematic
investment can help you get there.

The sooner you begin to save regularly,
the less you will have to put in to
achieve your retirement goals. If you
wait, the amounts you need to invest
to achieve the same goals will
become ever larger.

This approach allows you to
automatically take out of your account
the amount you wish, on a schedule
you choose. As a result, you can easily
save the total RRSP contribution
allowed, and in most cases, enjoy
a significant tax refund.
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With systematic investment, you can take advantage of dollar-cost averaging.
That way, when the unit price is low, your monthly investment buys more.
Conversely, when the price is up, you get fewer units. In the long run,
dollar-cost averaging can lower the average cost of your units compared
to a single annual contribution.
$500 monthly investment at a 4.75% annualized rate of return
$450,000

$390,181

$400,000

Investment value

$350,000
$300,000

$260,376

$250,000
$200,000

$129,805

$150,000
$100,000
$50,000
$0
35

40

45

50

55

60

65

Age
Ages 35-50

Ages 50-65

Ages 35-65

Assumption: $500 investment at the end of every month in a registered account, with no withdrawals, at an annual interest rate of 4.75%.

Your investor profile:
an important consideration
Your investment needs are influenced
by a number of factors, such as your
risk tolerance and investment horizon.
However, finding the right financial
product among all the possibilities,
while at the same time maintaining
the correct asset allocation within
your portfolio, can be a challenge.
To help you make the right choice,
you can count on a series of investor
profiles, all developed using the
following criteria:
	 Your personal savings goals
	 Your investment horizon
	 Your risk tolerance level
	 Your current knowledge of financial
products

Reviewing your investor profile is an
excellent way to optimize the return
on your investments.
You should re-evaluate your investor
profile every year. Re-evaluation will
help you optimize the asset mix in
your portfolio so that you get the best
possible return according to your risk
tolerance.
To learn which profile is right for you,
contact your advisor, who will help you
fill out a simple, precise questionnaire.
Or you can go to nbc.ca to do it yourself
online. Knowing your investor profile
makes it easier to find the investments
that correspond to your needs.
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Maximize your contributions

Manage your debts wisely

Have you been putting off your RRSP
contributions for a long time? Now is
the time to take your retirement in hand
and remedy the situation! At this stage
of your life, your expenses are probably
lower and your income likely higher
than when you entered the workforce.
Take advantage of this! By using all
of your allowable RRSP contribution
room, you can look forward to an
income tax refund, and possibly benefit
from compound interest during the
years that still remain before your
retirement.

At this stage in your planning, think
about paying down your mortgage and
high-interest debts in order to eliminate
them before retirement. Managing your
debts effectively can save you tens of
thousands of dollars. And don’t forget
that once your debts are paid off, you
could be able to save up for other
projects.

—
Your retirement
will be here sooner
than you think!
—

Which revenues
should be used first?
The order of withdrawals is very
important to the longevity of your
capital. A structured planning process
helps optimize the use of the funds
you have accumulated.
For example, you should normally draw
first on non-registered investments,
and next, on amounts accumulated
in your TFSA and then your RRSP,
depending on your personal situation.
Also, prioritizing solutions that are
fiscally advantageous will increase
the longevity of your capital by
several years.

Take advantage
of income splitting
Couples can reduce their combined
tax burden by income splitting. The
progressive nature of income tax
rates makes it advantageous for
two spouses to have similar incomes
(e.g. 2 x $40,000) rather than one
larger income (e.g. 1 x $80,000).
There are a number of strategies for
splitting income, including spousal
RRSP contributions, CPP or QPP
pension splitting, and prescribed
interest rate loans.

—
There are a number
of strategies for
splitting income,
including spousal
RRSP contributions,
CPP or QPP pension
splitting, and
prescribed interest
rate loans.
—
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For people aged 65 years or over,
income attributed to a spouse will
be handled as pension income. This
means that some couples could use
the pension income credit twice (the
same pension credit rules would
apply to the spouse as well).
This strategy could save you a large
amount on income taxes. Ask your
advisor about it.

Protecting
your wealth
—
Bad things can happen to anyone, at
any time. But, with insurance solutions,
you can protect yourself and your
family from the financial uncertainty
caused by such events. Of course, your
insurance needs will vary depending
on your age and specific situation. This
section examines the various insurance
solutions in more detail.
Did you know that according to
statistics published by the Canadian
Life and Health Insurance Association,
the average 35-year-old woman is at
least seven times more likely to become
disabled then to pass away before
age 658? Moreover, the probability of
suffering a critical illness increases with
age. It is therefore possible you may

someday find yourself in need of
disability, critical illness or long-term
care insurance benefits. The question
becomes: “Do I have the means to
maintain my current lifestyle and still
be able to take care of my family if I am
unable to work?” If this question causes
you any degree of insecurity, it is time to
think about finding solutions.
Disability insurance and critical illness
insurance remain particularly useful
during the accumulation and transition
phases, when you are most likely to
require additional income. Long-term
care insurance is intended mostly for
people in their fifties as well as retirees.
Clients’ insurance needs vary with age
Long-term disability
Long-term care
Critical illnesses

Retirement
Life insurance

Life insurance

Income protection

30

35

Asset protection

45

55

65
Age

75

85
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Disability insurance

Especially important during
the years preceding retirement
How would you go about replacing
your employment income should you
become injured or sick? The disability
insurance option can help you in
this regard. Indeed, with disability
insurance, you would be entitled
to receive benefits corresponding
to about 70% of your employment
income, depending on the benefit terms
provided by your insurance company.

Critical illness insurance
For life after illness
It does not matter if you are 35 or 65…
it is possible for anyone to fall victim to
a critical illness at some point. If such
were the case, who would be left to
take care of your loved ones’ financial
health? Who would be able to pay your
mortgage or healthcare bills? These
are all important questions you need
to ask yourself.

This type of protection, introduced in
North America only a few years ago,
is quickly growing in popularity. Thanks
to advancements in modern medicine
and better living conditions, more
and more people manage to bounce
back from critical illnesses, but the
road to recovery is often long and
costly. However, this type of insurance
is specially designed to handle the
financial needs of people who have
recovered from a critical illness and
who now wish to resume a normal life.
If you meet all the requirements, critical
illness insurance would provide you
with a lump-sum payment to do with
as you see fit. For example, you could
choose to use the amount to repay
a loan or cover your medical bills. The
premiums paid vary depending on
a number of factors, such as: age,
medical history and the amount
of the insurance coverage.

Long-term care insurance
For the more expensive healthcare costs
This complementary insurance is
intended mostly for people in their
fifties, who are just a few years away
from their retirement. It offers protection
against disability and chronic illness.
Long-term care insurance allows
claimants to cover the costs of in-home
care services or accommodations
in a long-term care facility, such as
a hospital or nursing home.
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Transferring
your wealth
—
Your will
To ensure your wishes are respected
Why write a will? Obviously, to pass
on property upon death but also to
make life easier for your heirs.

These are all points worth considering.
How about you, have you thought about
your will?

It is most important to accurately
value the assets and liabilities that
will make up your estate. You should
maintain an up-to-date statement
of your assets, including your life
insurance portfolio. In the absence
of a will, your heirs will be determined
by the Civil Code if you live in Quebec
or by common-law principles in other
provinces. This sometimes happens,
but is rarely the best solution… our own
choices in this delicate family matter
rarely resemble the ones selected by
legislators. Preparing a will is therefore
recommended. It might also be a good
idea to update your matrimonial will.
Moreover, it should be noted that if
you are not married, in Quebec your
common law spouse has no rights
without a will.

Leaving an inheritance

There are many types of wills. Notarial
wills have a number of benefits: they are
easily traced using the register of wills
of the Chambre des notaires du Québec,
they cannot be easily challenged,
they are immediately executed upon
death, they are comprehensive and
confidential both before and after death,
and are prepared by legal specialists.

Once you are in your retirement, you can
think about leaving an inheritance. You
may also wish to consider donations
while you are alive.
If it does not harm your retirement, it
can be very gratifying to transfer part
of your estate while you are still living.
With prudent return projections, and
depending on capital longevity, your
planning will indicate if part of your
capital can remain intact until the end
of your life. This surplus could therefore
be donated.

You might wish to make small regular
donations rather than a single major
one. This offers the advantage of
making adjustments if difficulties arise,
as well as being able to help your loved
ones when they are in need. You could
also give your children a hand with
a mortgage downpayment or
an education savings plan.
When is the best time to transfer part
of your assets? Above all, your children’s
needs will let you know… but also
your advisor!

Philanthropy: giving from the heart
If you are retired and devoted to a good cause, why not give a donation
or start your own foundation? There is no shortage of hospitals, schools,
charities, needs and causes to be supported. You could also be eligible
for tax credits.
With your advisor, you can determine if your capital is sufficient to contribute
to them.
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Resources
to take you further
—
National Bank website
nbc.ca/retirement

Momentum, Retirement
at a glance

Retirement Horizon

This quarterly newsletter helps you
keep up with the most recent trends
and developments by providing you
with up-to-date information about
retirement. It is an example of National
Bank’s commitment to helping you
reach your retirement objectives.

This interactive tool shows if you
are on the right track to achieve your
retirement goals. It lets you quantify
your financial needs for retirement
and then customize your savings
strategy accordingly.

National Bank Retirement Index
This interactive tool measures
your level of confidence regarding
retirement, compares it to the rest
of the population and gives you some
pointers on how you can increase it.

Retirement approach video
A video clip is available on
nbc.ca/retirement so that you can
discover our array of tools and see
how they are intended to be used.

Clearfacts.ca
Tips for designing
your retirement
Need tips for managing your
finances effectively in preparation for
retirement? The clearfacts.ca website
provides a wealth of information from
experts in the financial field.
The goal of this educational website
launched by National Bank is to inform
you and help you make smart decisions
that can enhance your financial wellbeing. Be sure to check out its
retirement section.

Input from an advisory committee!
These tools and initiatives were developed with assistance from a retirement advisory committee bringing together
specialists from various fields of expertise such as business, human resources, communications and healthcare
as well as representatives from the academic community specializing in finance and demographics.

1
2
3
4
5
6
7
8

Survey of 1,565 Canadian respondents conducted by Saine Marketing for National Bank in June 2011.
CANADIAN INSTITUTE OF ACTUARIES. Mortality table UP-94 projected up to 2015.
Data calculated for the period from March 1, 1992 to March 1, 2012. Statistics Canada.
SERVICE CANADA. Canada Pension Plan/Old Age Security – Quarterly Report – Monthly Amounts and Related Figures From April to June 2012, [Online], April to June 2012.
[http://www.servicecanada.gc.ca/eng/isp/statistics/rates/pdf/aprjun12.pdf].
Ibid.
Survey of 1,565 Canadian respondents conducted by Saine Marketing for National Bank in June 2011.
Ibid.
Data: Canadian Life and Health Insurance Association Inc.

The information and opinions herein are provided for information purposes only and are subject to change. The opinions are not intended as investment advice nor are they provided to promote any particular
investments and should in no way form the basis for your investment decisions. National Bank of Canada has taken the necessary measures to ensure the quality and accuracy of the information contained
herein at the time of publication. The Bank does not, however, guarantee that the information is accurate or complete, and this communication creates no legal or contractual obligation on the part of
National Bank of Canada or any of its affiliates.

Understand
Plan
Act
—
Whether you are about to retire, still in the workforce or simply
a student, one thing remains certain: you should be thinking about
retirement. You should also begin to Understand, Plan and Act.
These three dimensions will allow you to look ahead to this enjoyable
part of life in a structured way and take concrete steps to live your
life. National Bank would like to be your ideal partner in achieving
your retirement objectives. Remember that you can always count
on the expertise of our advisors. Don’t hesitate to set up a meeting
with one of them. These are the people who can help you determine
a retirement strategy that meets your needs. The choice is up to you!

Helping you carry
out the projects that
are important to you.

Customizing solutions
and advice for your
short-term projects
and retirement plans.

If you have any questions, please contact
your advisor or our TELNAT customer service centre
at 1-888-4-TELNAT (1-888-483-5628) or 514-394-5555.
—
l

nbc.ca/retirement
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