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THE RECOVERY IS
UPONUSAND IT'S
TIME TO START
PLANNING FOR THE
FUTURE. THAT MEANS
LOTS OF QUESTIONS,
AND THEY'VE BEEN
POURING IN: ‘IS THIS
MARKET RALLY FOR
REAL?" ‘HAVE I MISSED
THE RECOVERY? ‘ISIT
SAFE TO BUY A HOUSEY
MONEYSENSE TALKED
TO CANADA'S TOP
EXPERTS TO FIND THE
ANSWERS YOU NEED
TO THRIVE IN THESE
UNCERTAIN TIMES
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DO I DO
NOW?

usk vl a year ago, we experienced cne of the maost dramatic synchronized
global martket meltdowns ever, and the after-effects are still resonating. For
many, it was like being ted to the railway tracks asa locumotive hurtled oward
them. You could see disaster coming, but what could you do? Many watched
helplessly as the financial malaige teickled through the system until their sav-
ings were in ruins and in sooe cases, they were oul of a job Loo.

MNow the recovery is upon us, and dazed Canadians are shaking their heads and trving
Lo figuee oul what Lo do next. It's time to start planning for the future again, but it's hard
to say what kind of uture it will be, Given such uncertainty, it's not surprising that you
have mote questions than ever: Will | still be able to retine when Thoped Wo? Are iy invest-
refts still too risky? How safe is my job? To help out, we've taken some of the maost comm-
mon guestions we get and asked the experts Lo answer them. Sometimes the news is good,
sometimes it's bad—buat no matter what vour Prml:li:e‘rn is, we have an answer tohelp,




INVESTING

Q: Is this market
rally for real?

Or could there be
another crash?

-ﬂ-= Wha better to answer that question
than the world's greabest investor, Warren
Buffett. Last fall, as you may recall, the
Oracle of Omaha announced in the New
York Times that he was going to start buying
LLS. stocks. He encouraged othersto dothe
sarne, but those who did had abit of a rough
ride, After his Oetolbwer column appeared,
stock markets plunged faster than a moun-
tain climber who just Jost his grip,

Since March though, stocks have besn
on a bear, und those who bought when Buf-
fett suggested are In the black. You'd figure
he would be pleased. But he's not. In-an-
other op-cu New York Times plece over the
summer, Buffett sounded almost despon-
dent. Rather than predicting another bull
market, he warned the masses of govern-
ment stimulus spending would come back
Lo hawnt us. " Betore long we will need to
deal with their side effects,” he warned,

Such ominous words made any fear
the “duuble dip” scenario, in which we see
another tumble in the market, perhaps
even worse than the [esl Bul few secin to
be expecling sumething quite so dramatic.
Certainly, given that the market has

"bounced cut of this recession faster than

any other in history, we shouldn't be sur-
prised if we do have another nasty stumble,
but the more worrying stenario may he
that we drift sideways from here, and drift
for a long time.

Ihe problemn, says Aron Gampel, deputy
chief econamist at Scotdabank, is Uial the
recovery so far has been due to three tem-
porary factors, and as the impact of those
factors wanes, the economy could lose
steam, The first factor is the government's
fiscal stimulus, the next is the current low
inlenest rates, aned the thind is the drastlc

inventary slashing that comparics did last
vear, which helped to provide a bounce this
year as the supply chain was replenished.
For now, those three factors are acting
like high-nctane fuel driving the econormy,
savs Gampel—bul al some point thiat fuel
will runout. Govermmnent spending will be
pulled back, Interest rates will rise, and
husinesses will stop restocking their ware-
houses. “There's isn'l any sign thut we'ne
ko any sustainable expansion. It's going
tr he a very weak recovery and we should
brace for it," savs David Rosenberg, chiel

Q: Have I already missed
the recovery?

ﬂ: The stock market’s rebound has been so sudden and
unexpected Uis vear, iUs easy W think that if vou haven't yet
invested, it's too late to join the party. Well, we hate to tell vou
this, but you're at least half right.

The TSX Composile index plummeted 0% from summer
2008 Lo mid-Marct of this year. It has since posted an amazing
43% revovery, But it still has another 3990 to go before it hits
the 2008 peak. “So von've missed a lot of the recovery, bul not
allofit,” says Norm Rothery, chiel investment strategist at Dan
ITallett & Associales.

The bad news is it could take years to make up the rest of

that 39%. Few economists are predicting that the TSX will top
the peak it hit in June of 2008 anytime soon. And if you do
dectde to get into the market now, vou'll have Lrouble Gnding
deals. “I think the marlet has probably gotten a little ahead ot
itself even,” says 1avid Phipps, senior financial adviser at As-
sante Capital Management. '

Fhipyps dowsn't think missing the recovery should worry most
people ton much though. Few get the timing of such surges right,
s mMost people shouldn't try to tme the market at all, Instead,
you should concentrate on making sure vou have a halanced
portiolio that can weather the market's ups and dovns over the
long run, whatever it does. 5o go ahead and invest. Put about
S0 to 60 In equities, and the rest in bonds and Axed income,
Aslong asyou don't sell when the market drops, or make foolish
betswhen it rockets up, you'll do fine,
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CULHICTTISE and strateglst at irvestrnent firm
Gluskin Shefl, “We can probably go through
o -C-'.]up..'v.-.' of quarters of posithve growth but
it's probably more a reflection of the extreme
Detbonn that we crawled out of”

Rosenberg thinks the recovery could be
shower even than the sluggish turnaround
atter the earfy 19905 recession, Back then,
the spending power of thirty-something
baomers eventually helped drive the
econunny back in shape, T'histime around,
comsumers have more debt, and 50-plos
boomers ane Leying Lo save for el cotine-
rnent. Ilus, sooner or later there will need
tovhe tax hikes to pay for the curtent govern-
ment spending, “The transition W the nest
exprnsionable market is going to be a very

choppy one.”

Q: Are my
investments
too risky?

A: I'hey could be, ‘o answer that gues-
Hon you need to look at what von're hold-
ing. The first tip-off is if most of your
oLy is i eguities, By their very nature
stacks are risky, so thev shanld almaost al-
wavs be mixed with safer Investments like
brorids and GICs,

kst experts suggest using the rule of
100 to figure out the proportion of your
investmeants that should be in eguitics. To
dorthis, you subtract wour age from 100 That
is the percentage of vour portfolio should be
stockes. S if you'me 28 years old, yon subtract
25 from 104 o get 75, which means thal
3% of vour money should be in stocks, if
wout're Ak wont subtract 60 from 100 to find
that 40%af wour moneyshould be in stocks.
Uhe idea is that you take more tisk on the
stk market when vnar're young, and less
risk A% youl near retirement,

Trouble is, when the stock market is
huot, a5 it was up unkil last full, people get
preedy. fven as they close Inon age 65 they
keep most of their money in stocks. im
Oar, a certified financial planner and
founder of RetircmentOplimiser.conm,
thinks the bestway around this problem is
to keep only 4080 of vour money {n stocks
ifvou arecwver 30. That'sa very conservalive
strategy, but it's “going to give you peace of
mind.* he says. “You'll make less money,
bt vou'Tl alse losc less,”
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RETIREMENT

Q: My investments
took a beating.
Can I still retire
when I planned to?

A: It depends on how old you are. If
you're still in your 30s or 405, you'ne fine,
You've gof plenty of time for the market to
bounce back. In fact, the market plunge
may have done vou a big favour because
vou have now witnessed first hand how
suddenly the market can drop, 5o vou've
probably leamed a hit of caution, which
could serve you well in the vears to come
If you'me over 30, you may or may not
he able to retire whern vou hoped. [im Otar,
a rertified financlal planner and founder
of RelirementOptimizer.com, has an easy
rule of thumb you can use o And out: 1
von plan to stop working at 65, you'll neead
$270,000 in savings for every 310,000 you

hope to withdraw from your nest egg each
year in old age. Say you think vou'll need
Lo wilhdraw $30,000 each year. You must
have banked three times $270,000, or
S810,000. “Tt's hasically a ratio of 1:27. For
every §1 you need cach vear in retirement
yom must have saved 27,7 Otar explains.
Stmilasly, if you want W retiee at 55, the
ratio goes to 10535, In that case, vou'll need
§330,000 set aside for every 510,000 of
annual relirement income.

‘I'he result of (tar's calculation can be
a frighteningly hig number. But here’s some
goad news: vau may not need as much as
vou think. According Lo Statistics Canada
figures compiled for MoeySense, a typical
Canadian wheo earned hetween 550,000
arrel 390,000 when he or she was warking
oy replaces Belween 487 and 53% ol his
o1 her working income in retirement-—and
the more youl earn while yoar're working,
the lower that percentage is.

Many financial planners will suggest vou
should save a million dallars or more to
relire contfortably, Bul vou'll probably do



Q: I've been laid off. Should
I take my pension in cash
or leave it in the plan?

.ﬂ.: U yuur company has a defined contribution plan, yuu may
net have much of a chuice, Mast frms with such planswion't let
you leave money in the plan, says Mar Lamentagne, a certibod
(inancial planner with Ryan Lamontagne Inc. in Ottawa, You'll
have t take i out and deposit it into a LIRA, & locked-if retire-
menl avcount that you wen'L be able to tap intountil age 55.
Un the ather hand, if your eampany has a defined benefit
pension plan, then leaving your money in may be better. That

way, the comnpany’s pension plan is on the haok far making sure
that you get the payout vou expect. If vou take the memey oul,
it's your problem., You should also consider the health bonefits
your company nffers retirees. You won't be able o cullect those
benefits if you take the money nut as a lump sumn when vona leave
the company, “That'sone of the reasons minst penple leave it in,”
acwording tn Lamentagne,

SHT, it may be dangerous tnlesve your cash in a defined ben.
efit plan if it looks like vour company is in perflous shape., II he
bension plan is underfunded and the company goes burnkrpr,
your conld be left with nothing, That's not an issue if vou have
a govrinent job, though, says Lamontagne, “In that case vou
definitely want to leave your pension where it js.”

fine with $300,000 i1 {KSPs, savings and
pension funds, That'll provide vou with
clase 1w $20,000 a year for as long as ¥Rl
liveg, Innacldition to that, you and your spouse
vould collect as much as $22,000 a vear in
O1d Age Security and Canada Pension Flan
ey ments, piatting you above 320,000, For
miost retirees right now, that's plenty,

MONEY AND
FAMILY

Q: My children ave
grown up, but now
they want to move

back home. Should
we et them?

A: Amazingly, nearly one third of parents
with adull children have at least one of their
Kids living at home. “Boomerang Kids,” as
they're called, azen’l coming back hecatise
they miss Mom's cooking, Moreoften thag
not, they've lost thetr jobs or just gotten
divorced and need a fresh start.

Tf your son or daughter dnes retirn to
the nest, wo ahead and welcome thern with
upen arms. Rot unless vou set down rules
right off the bal, gt ready for a flashback 1o
those Lurbulent teenage years. “As soon as
I back in the bedroom, you're right back
into your old roles. You're the parent and
he's the child,” says luth Tayden, a finan-
cial educator and aurhor in St. Faul, Minn.
In 0o time, you'll be doing his laundry and
cucking his favorite dishes, After a while

U juy of having veur offspring back home
will furn o resentment,

Too keep that frvm happening, youneed
ta take charge before he sets footin the dour,
siys Havden. Make it clear the house doesn't
belong tohim, and assign him some chiores,
like douny the vacuuming or cleaning the
balliruom every week. It's alsoa good idea
to insist on a time line for when your
offspring will be out of the house. At e
very least yvou want them working toward
asperific goal, One of Havden's daughters,

for instance, moved back home wilh the
intent towork on her master's degree, 'That
wis fine, hecatse there was a specific end
dateé o the arrangement.

Une question most people grapple with
iswhethertocharge rent. Don't feel abligated
it you don't need the muoney. But don't mike
their stay a (rev ride either. When Hayden's
kids muved back home, she asked therm to
upen a hank account and deposit money
in it every month for a down payment on
a hwouse later on. “If they missed a month,
then the next month's money came to me
as renk. You have to show vour kids that liv-
ing at home i no longer an cobitiement.”

WORK AND
CAREERS

Q: How safe is
my joh?

ﬂ: In Seprember, Canada’s unemplovment
rate fell for the first time in 16 months, male-
ing some wonder if the risk of losing their
jobs Is over. But it turns out that may be
overly optimistic. Many think the only
reason the unemployment rate declined is
because things got so bad, Canadians hegan
dropping oul of the job market altogether,
so Lthey weren't counted,

Fhetruth s, unemploymentis a lagging
indirator in recessivns, and the job cuts
usually persist lung after the market begins
b recover, Dale Orr, an economist in To-
runte, is predicting unemployment will
actually rise next year, nol fall, evertually
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peaking at 9.5% It take atleast until 2012
tox start o sew a recuvery, he suys, and un-
other twa vears after that befare we're
arpywhwere close to the 6% wnemployment
rate Canadians enjoved A few vears agm.
Even then, many of the new jobs we see
will be part-time or contract johs, rather
than full-time, .

S henw safe is woar job in particular 1t
depends vn whal vou do, your age and
where vou live. 5o far in this recession
vouug pecple have suffered the most, with
Lhose i Lhieis 205 hit the hardest, and men
agedd 3000 34 hit almost as badly. Soif you'te
a young male, watch out.

O the other hand, if you're a woman
or you'te over 55, you're un safer ground.
So far, despite the recession, more jobs have
been vreated for women and there are
90,000 mare In the 55 and up bracket work-
i neaw than at the start of the recession—
althengh some of those jobs may be relivees
who were forced o take on part-time wiork
because their portfolios lanked.

1f wna want a safe job, vou might try ap-
plving to work for the government ot in
health vare, Atyone cigaged in big constrac
tion profects, such as building rouds and
Lridges, will also be in dernand over the next
wiur as federal stimulus spending projects
pet underway. “1f yvou can run a backhoe,
I think you're poing to be very busy,” Ol

savs. On the other hand, if vou work in
manufacluring, the media or the financial
sector, you may be vulnerable,

Your location makes a difference too.
Western Canada will do best, especially
Alberta, says Orr, as It's expected that il
sands production will ramp up again to
meet Chinese demand. Meanwhile, “it's
tough to see Ontario thriving anytime
soom,” says Diong Porter, an economist with
RBLC. The province's manufacturing econ-

omy s too reliant on the U5, he says,

which will be slower to come vut of reces-
sion. Some say that many of the mamufac-
Luring jobs lost in Ontario and Quebec may
never come back,

Q: I hate my job.
Should I quit and
go back to school?

ﬂ: Before vou tell vour boss to shewe it
and go rrain for the job of your drcams,
vou should probably decide If you can
afford it. 'luitivn is shockingly expensive
these days, and meanwhile you're nol
carning any income. Then, when you
graduale, are you sure you'te prepared to
start at the hottom in voul new career? It
can be surprisingly tough when you find
yourself competing with recent university

grads for poorly-paid entry-level jobs. .
Luskily, Karen Kelloway, a career coach
in Tlatifax, says there ame ots of other ways
io-Aind the career of your dreams. Often
companies are willing tohelp people transi-
tiom from one career Lo another if sachajob
existswithin their n.rga.uizatiun,'l'lll.'}' may
even help pay for the training. Or consider
going Lo night school to learn a new career

as there are fewer and fewer jobs near the top.

Q: § recently lost my job.
Should I take the first thing
that comes along, or wait
for a job I love?

.ﬂ-: Ask yout grandfather that questivn and he'll probably
lwow! with laughter. Then he'd tell you what folks in s day
did when they lest their job: You went down the street to the
next factory and asked if they were hiring. No one ever wor-
ried how fulfilling sweeping tloors was, or that it might hurt
vour résumd,

‘limnes are diffurent now, though, Takinga job asaWal-Mart
greeter to pay the bills could actually undermine & professional
career, says Alan Kearns, founder of Turonto-based career coach-
ing comipany Career Joy, On the other hand, once vou hit
managemnent evel, you can't start thinking that all non-
management johs are beneath you, cither, Somelimes going
toso buigh up the corporate ladder can make vou less employable,
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I those cases, shifting your career path slightly can create
new chances. Keams ence helped a woman who'd been laid off
from her position as direclor of sales at her company. One of
the fitst job offers she got was tu work as a salesperson-—-which
waslile taking three steps backward in her career. But sh Look
itanyway. Soun her new boss leftand she got the joh. “Tt turned
att to he a stepping stone for her,” Kearns says,

Another gand reason tor not being toe picky is job search
burnout, The longer peaple Inok, the more disiliosioned they gel.
The teeling of not vontribuling becomes overwhelming, says
Kearns. You get lonely and stuck in a rut, Simply having wark
and getting a paycherpae is an enormous confidence buoster I
you don't fund something quite as fulflling as your old job,
comsider volunteering in something vou do enjoy. A lald-off ac
conmtant conld improve bis eésume by volunteering to help keep
the baoks for a local non-profit,

As for taking that job at Wal-Mart—if you're desperate for
the maoney, just doit, says Keams, IVs only for awhile, and who
sy vou have Lo put it on your résame?




while keeping vour day job.

Another idva, says Alan Kearns, founder
of Carver Juy, 1s to think about what vou
love to do and see if there are jubs in that
area that [il vour skills. "You may bein IT
but you love to run, Maybe you should
aim o find a job in IT working for the
Hunning Room.”

REAL ESTATE
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A: Canada's housing market seams 1o be
defying the law of gravity these davs: Eco-
normic growsh is non-existent wod unems-
playment is high, su why are hame prices
recoverig? The number of homes sold shot
up SU% over the past spring and suinier,
while hivise prices jumped by almost 4%
between April and July, according to the
leranet-Natonal Bank House Price Index.

The answer likely lies in our rock-hot
Logn inberest rates. A few months ago, vou
vould get a frve-vear mostgage al just 5.25%,
close tevas Ioww 35 those rates have ever heen.
such lety tales mean attordahle monthly
carrying costs for homes bonight en credit,
even Lhough house prices, by long-term
historical standards, are quite high. Robert
Hogue, a senior econormist with RBC, says

that housing sffordability, as measured by |
the percentage of household income
needed to pay monthly morigage, property
tax and utility bills, hinsn't been this lowin
Years. Twovears ago it took 46% of Canada's
redian pre-tax household incoww to own

a typical detached bungalow. As of this
Spring it was oswn to 3994,

That's good news if you plan on bor |
Iowing lots of money ta buy a house, I
that's the case, you may very well want tn
jump in and take advantage of today's low
mortgage rates, as thev ace already starting |
to creep up,

Um the ather hand, if vou are able to
make a large cash down payment on youe
hiouse you miay want to wait, House prices
are high now because of the Jemand due |
to low rates. I rakes go up, and it's possible
they will niext summer when the Bank of
Canada’s pledge to keep rates low expires,
demnand for hormes could drop, and house |
prices could diop tov. Grant Bishop, a TD
economisl, suys the Bank of Canada may
even alluw rates to rise hefore next summer,
if thesurge {n the housing market threatens
to create anothér bubble, |

Puscal Grauthier, an economist at TD
Bank, says the current flock toreal estate 1s
likely a temparary blip caused by not unly
the low cates, but also the pent-up demand
[rom people who held off uving last fall |
and winter while they wailed Lo see if the
recession was guing tu turn into a depres-
sion. He furecasts that home prices will rise
2% nextyearand fizzle to 2% in 2011 That
means that alter inflation, prices will have |
stopped rising altogether,

Su should vou buv? Certainly. Go right
ahead If the time feels right, and you have |
maney saved up for a duvwn payment. Just |
don't spend more on a howuse than vou can
affurd, Experts suggest vour monthly car-
rying costs on a house should be no more
than 32% of your household income, and |
that’s assuming a 25% down payment. The
main thing you should keep in mind {s that
vou shiwuld treat your house like any other
purchaze—nat an investmenl—and that
It's pessible that prices will tumble or at least |
go sideways over the next little while. After
the stirnulative effect of low rates cvapo-
rates, all we'll he left with is slow eounomic
growth and high unemploy ment—hardly |
the kind of envirunment in which house
prices normally surge. M
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