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Welcome! You’ve opened a very valuable book.
Whether you are a student, a teacher, or a parent – you’re here 

because you are interested in a topic important to us all – savings and 
how to use money wisely. 

Financial literacy means having the knowledge, skills, and confidence 
to make responsible financial decisions throughout your life – from how 
to spend your allowance – to saving for school, travel, or a home – to 
ultimately retire in comfort.  

Learning how to manage your finances when you are young helps to 
become independent and gives you the building blocks to get the most 
out of life.  

If you’re a teen looking for some solid money basics, this is a great 
place to start. Students have told us that, thanks to Money & Youth, they 
have learned to think about finances differently and feel they can make 
better financial decisions. 

If you are a teacher or parent – thank you for helping to empower the 
next generation. You are making a difference by sharing this resource and 
starting a conversation that can be life-changing.   

Finally, thank you to CFEE for their expertise and care in creating this 
resource. We are proud to support their efforts.

Jeff Carney
President and Chief Executive Officer
IG Wealth Management
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Preface
Today’s world is full of opportunities. As changes occur and our society 
evolves, those who are well prepared will be able to take advantage of 
them. There are opportunities to do new things, generate new ideas, 
accomplish new tasks, and set new goals. Although change creates 
stress for many, for those prepared to take control of their lives, the 
future can hold much promise.

Taking control of one’s life can mean many things – pursuing a good 
and relevant education, building personal and family relationships, setting 
prioritygoals and objectives, developing skills related to areas of personal 
passion (the things we love to do), and so on. Taking control of one’s 
life helps to instill confidence, determination, and commitment. These, in 
turn, can lead to accomplishment, personal success, and happiness.

If we don’t take control of our own lives, we are more vulnerable 
to outside influences. The goals and objectives of others may lead us 
to where they want us to go – not necessarily where we want to go. 
Knowledge and skills can help people take more control. 

The world of money is one area where many people often feel they 
lack control. They may even feel they are out of control. Many, if not 
most, Canadians never had much in the way of financial education – at 
school or from parents. We hope to change that for the next generation.

Schools are now starting to include financial education in the curric-
ulum.  Equipped with knowledge, skills, and experience, young people 
will be able to plan for, and take more control over, their money and 
financial affairs. 

The Canadian Foundation for Economic Education, in partnership 
with IG Wealth Management, has produced this publication to provide 
youth with information that we believe will help them to better under-
stand the world of money.  We believe it will help enable them to begin 
to take more control over their financial future – and improve their 
chance of achieving success.

CFEE’s primary goal is to support improved economic and financial 
literacy and the development of enterprising skills. In doing so, we hope 
to help young people be better able to undertake their economic roles, 
responsibilities, and decisions, with confidence and competence. It 
is our hope that Money and Youth will make a significant contribution 
toward achieving that goal.
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YOUR MONEY DECISIONS: WHO’S IN CONTROL?

$$ Factors Affecting Money Decisions

$$ Tips for Making Good Money Decisions

$$ Taking Control: Setting Goals and Finding a Balance 
in Your Life

M ost people make decisions about how to use money 
every day. It may be to take a bus, or to buy something 
for lunch, or to put money in a parking meter, or buy a 

new “app”, or go to a movie, or… Like it or not, we need money 
to get and do a lot of things. Try and think of the last day when 
you didn’t spend money – or make a decision about how to use 
money – either yours or someone else’s. 

You probably make many such decisions involving money – 
and you have choices. But what things influence the decisions 
that you make?

Do you feel different when 
you pay for something with 
your own money than when 
others buy things for you?

Think About I t

Let 's Discuss...

Factors Affecting Money Decisions
Think about the last item of clothing that you bought. What factors affected your decision?

1.	 Emotions: Was it how you felt looking at the item – 
that is, your emotional response?

2.	 Friends and Peers: Was it your friends – and what 
you thought they would think about your choice 
– that is, some kind of “peer pressure” affecting 
your decision?

3.	 Customs, Traditions, and Habits: Was it because 
it was the style of clothes that you have always 
tended to wear in the past – that is, your custom, tra-
dition, habit, or just falling in line with past choices?

4.	 Family Members: Did your parents, siblings, or 
other family members have any influence on your 
choice – that is, what they would think and how they 
would react?

5.	 Latest Styles and Fads: Was it because of any 
latest style or fad – that is, trying to stay current and 
with current trends?

6.	 Advertising: Was it because of any commercial,  
ad, promotion, or celebrity endorsement that you 
saw that had an impact on you – that is, some form 
of advertising?

7.	 Incentives: Was it because of a “sale” that was on 
or a discount coupon that you had – that is, some 
kind of incentive provided by the store to make you 
buy that product?

8.	 Your Values and Confidence: Was it because  
of what you thought – and what you wanted – and 
your own sense of values, style, and knowing what 
you want?

Which of the above factors do you think have the most influence on your money decisions?

How About You?

Module 1
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Impact Can Be Intentional or Unintentional

All of these factors influence the decisions and 
choices you make about spending. Some may even 
influence you without really trying. Can you think of a 
decision you made recently that you think may have 
been influenced by a movie you saw – or a sporting 
event or sports celebrity – or someone you met? In 
the end, you will make the decision – but it is always 
good to consider the factors that might be having an 
impact on you.

Can You Afford It?

Another factor that is important – and often gets 
too little consideration – is whether or not you can 
afford it. With so many factors influencing us, and 
affecting our decisions about money and spending,  
we may buy something we don’t really need or want, 
and may not use – or won’t use for long. 

Looking Back on Past Decisions

Once a decision is made, you can look back and 
think about whether or not it was a good one for 
you. If it was, why? If it wasn’t, why not? Sometimes 
we make good decisions – and sometimes not 
so good. The important thing is to learn from the 
decisions that weren’t so good. In the end, though, 
each of us strives to make the best decisions we 
can about money – and that is one of our goals with 
“Money and Youth.”

When you make decisions about money, take a moment to think about factors that could 
be affecting your decision. Are you in control of your decisions – or are other affecting 
what you do? Try and be in control of your own decision.

$ Tip

Can you think of something you bought 
that you never used – or didn’t use much 
at all? If so, think about why you bought it. 
What can you learn from that decision?

Think About I t

Making Good Decisions is a Skill

In a later chapter, we will actually look at a series 
of steps that can help you to make good decisions. 
Making decisions is a skill – yet many people have 
never been taught how to make them.
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Tips for Making Good Money Decisions
Here are a few tips to consider when making good money decisions.

1.	 “Think about your thinking”: Take a moment to 
“think about your thinking.” That might sound a little 
weird but to make a good decision it helps to take a 
minute or so to think about the choice you are mak-
ing – and why you are making it. Many people make 
decisions without really thinking about why they are 
making that particular decision. Is it because it’s the 
kind of decision you have always made – because 
you are trying to make someone happy – because 
you think it will make you happy – because of what 
someone taught you – because it’s part of who you 
are and reflects your values …?

2.	 Your “Opportunity Cost”: Consider your opportu-
nity cost – that is, what are you giving up in making 
the decision? Every decision has an opportunity 
cost – giving up one thing to get another. You could 
be giving up something else you could buy with the 
money you are spending, or something else you 
could do with the time you are investing, or anoth-
er city you could be visiting, or another course at 
school you could be taking. Among all the possible 
alternatives, what’s the “next best thing” you will be 
giving up? That is your opportunity cost.

3.	 Future Trade-offs: Consider the future possibili-
ties. That is, in addition to what you might be giving 
up today, what might you be giving up in the future 
because of your decision? What could be different if 
you waited?

4.	 Can you afford the cost? Finally, can you afford 
it? Do you have the money to pay for it? If not, and 
you are going to use a credit card, will you have the 
money to pay off the credit card balance when you 
get your bill? Or will you be “carrying the cost” into 
the future – and paying interest? If you are going to 
pay interest you should consider that as part of your 
costs – and as part of your decision.

We have now looked at eight factors that may 
influence your decisions– and four tips to consider 
when trying to make good money decisions. But 
let’s not forget about another key factor in all this – 
and that is, what makes you happy.

To what extent do you take time to 
“think about your thinking” – and do 
you think about why you are making 
that decision?

How About You?

Try to complete the following activity in 
less than two minutes. Trying to do this 
quickly helps you to focus on things 
you feel most strongly about.

Identify the five most important 
things in your life at the present time 
and the five things you most hope for 
in the future.

Take Act ion. 

  Take Control!

1 2 3 4 5

NO TIME ENOUGH TIME
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Taking Control: Setting Goals and Finding a Balance

Your Happiness is Another Important Factor

Each of us has to figure out what will make us happy 
– today, tomorrow, next week, next year, and in the 
years to come. If you are one who thinks more about 
today and tomorrow rather than the future, you are 
probably one who likes “instant gratification” –  
that is, when you want something you want it now.

If You Like “Instant Gratification”,  
Taking Control Can Be a Challenge

If you tend to like, and want, “instant gratification” then 
managing your money will probably be more of a chal-
lenge. It will be harder for you to think about your trade-
offs down the road – or the challenge of having to pay 
for something later if you can’t afford to pay today. It may 
be that some of those influences we just talked about 
are working on you – and making you want certain 
things – and wanting them now! If you tend to be one 
who “acts now and plans later,” managing your money – 
and your money decisions – will be more difficult.

Do you tend to want instant gratifica-
tion – or are you someone who likes 
to plan, and can wait to get what you 
want in the future – and achieve the 
goals that you set for yourself?

What, for you, are the key things that 
you think will help make a “happy life” 
for you?

How About You?

How About You?

If You Keep the Bigger Picture in Mind, 
Taking Control Can Be Easier

If you are more of a “big picture” person – and take 
a longer term view of things – you may find it easier 
to manage your money – and to achieve your goals.

When you set goals, you need to think about the 
present and the future. You have to think about what 
makes you happy today – and what will make you 
happy in the years ahead. People often talk about 
hoping to have a “happy life” – which, in and of itself, 
is an ambitious goal. Finding the balance between 
your happiness today and your happiness in the 
future is key – and not always easy, especially when 
it comes to how you handle and manage your money.

1 2 3 4 5

INSTANT GRATIFIER PLANNER

Money Can’t Buy Happiness – True, But …

The saying “money can’t buy happiness” is probably 
quite true. But it is also true that a lack of money can 
create problems. Being in debt over one’s head, be-
ing unable to pay bills, being unable to take holidays, 
being unable to afford the accommodation one 
wants can be both frustrating and unpleasant. “Mon-
ey can’t buy happiness” but, let’s face it, it helps.

What are your views on the link 
between money and personal 
happiness? When are you happiest? 
What role, if any, does money play in 
those times?

Think About I t
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You Make Your Decisions – But to What End?

There is no shortage of advice you are likely to  
receive about how to effectively manage your money 
– and what you should be doing with your money. 
But, in the end, you will decide.

A key factor that can affect your decisions are 
your goals. If you don’t have goals then goals won’t 
play a role in your money decisions. But if you have 
goals, hopes, and things you want to achieve in the 
future, they will have an impact on the decisions that 
you make. Therefore, setting goals for yourself can 
be a powerful incentive which can have an effect on 
the decisions you make.

Having Goals Can Make a Difference

Why can goals make a difference? If you have goals, 
you’ll have to consider the possible trade-offs as you 
make decisions today. And saving to achieve a goal 
can be very rewarding, personally satisfying, a real 
motivator, and a confidence builder. Achieving a goal 
can help you prove to yourself that you can accom-
plish what you set your mind to – and inspire you to 
aim for other goals – and to achieve other things.

So, “money doesn’t buy happiness”, but it 
does play an important role in most people’s lives. 
We may wish it weren’t so, but it’s true. Earning 
money. Spending money. Saving money. Invest-
ing money. Making money. Losing money. Giving 
money away. We make all kinds of decisions, often 
daily, about money.

Do you think much about what you 
hope for in the future when you make 
your money decisions?

How About You?

Money Is a Means to an End

But what is money anyway? We don’t eat money, 
wear money, or build buildings out of coins and 
twenty-dollar bills. Money is a tool. It is a means to 
an end. It is something created to help our econo-
my work more smoothly. It serves as a medium of 
exchange, that is, we can use it for purchases. And 
money can help each of us in achieving our goals – 
whatever they may be.

If we turned on the printing presses and gave 
everyone twice as much money, would people be 
better off? The answer is “no”. Why? Because with 
everyone having twice as much money, prices would 
eventually double as people have more money to 
spend on things. People would have twice as much 
money but would be paying twice the price for 
things – so people wouldn’t be any better off. So it 
is important to remember that money is a tool – and 
prices will affect the purchasing power of your mon-
ey and how much you can buy with it.

If You Want to be In Control, Have a Plan 

Money can help us out – but it can also cause 
problems – getting deep into debt – causing stress, 
tension, and anxiety – pushing some people to crime 
– having bill collectors on your back. To avoid money 
problems, it’s best to try and stay in control of your 
money and how it affects your life. You’ll want to max-
imize the help that money can provide and minimize 
the problems it can cause. Today is the best time to 
start to take control of your money. And the best way 
to take control is to be prepared and plan.

To what degree do you think you are 
in control of your money?

How About You?

1 2 3 4 5

OUT OF CONTROL IN TOTAL CONTROL
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Financial Planning is Not Only for Those with 
Lots of Money

Planning how to handle money is not only for those 
who have lots of money. In fact, the less money you 
have, the more important it is to plan. You want to 
get the most from the money that you have. 

The best way to plan is to set goals – to know 
clearly what you want – to know the difference be-
tween what you need and what you want – to know 
the things you care most about – what you want out 
of life – what you want to achieve and what will make 
you happy – today and in the future. In setting goals, 
consider the different “time periods” – the short-term 
(what you hope to achieve over the next year), the 
medium-term (1–3 years), the long-term (3–5 years), 
and the more distant future (5 years and beyond). 
Short-term goals can be very helpful as they serve 
as stepping stones to achieving your medium-term 
goals. Then, use medium-term goals as stepping 
stones to long-term goals, and so on. Doing this 
gives you some “check points” to see how you are 
doing over time – and think about whether your goals 
have changed and if you want to change direction. 

Plan for a Balance between Your Short-term 
and Long-term Goals

As important as it is to keep an eye on the future 
and your longer terms goals, you want to be happy 
today too. That is understandable, and should be 
part of your planning. Finding a balance between to-
day and the future is important. Develop a plan that 
helps you live as happy a life as you can – today, 
next month, and into the future. 

Identify the top three goals that you hope to achieve within the next year. 
Identify the top three goals that you hope to achieve within the next three years. Identify the top 
three goals that you hope to achieve within the next 5-10 years.

Take Act ion. 

  Take Control!

People Are Different –  
Their Goals Are Different

Different people will have different goals. What one 
person wants out of life can be very different from 
what another person wants. Individuals face life and 
its financial challenges from a wide array of starting 
points and with different views. Some people have 
access to a great deal, including opportunities for 
education, training, working, and acquiring income. 
Others have access to very little and face different 
challenges and opportunities. Different cultures 
also have different attitudes to money and material 
things. No matter what the differences, however, 
everyone will face decisions related to their money. 
To guide these decisions, we need goals. What 
are yours? Knowing your goals is a key first step in 
starting to take control of your money. 
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Module Summary

Say What? Possible New Terms!

1.	 Opportunity Cost: the next best alternative given 
up when you make a decision.

2.	 Carrying Cost of Debt: the interest charges that 
you pay on debts that you carry on a credit card over 
time. That is, credit card debts that you don’t pay off 
right away and result in interest charges.

3.	 Medium of Exchange: one of the roles of money. 
Prices can be set in terms of money for goods and 
services and then money can be used to “exchange” 
to receive a good or service.

4.	 Financial Planning: setting goals for things you 
hope to achieve and acquire over time and making a 
plan for how to achieve those goals.

Did It Stick? Can You Recall?

1.	 What factors may be having an influence on your 
money decisions?

2.	 What are four things you can do to try and make a 
good decision?

3.	 What is the purpose of having a financial plan?

4.	 How can setting goals help you to make better 
financial decisions and find a balance in life?

5.	 What is a key role of money in the economy?

Thinkabout... or Discuss:

•	 Which kind of financial decision do you find hardest 
to make – and why?

•	 In your opinion, which factors have the biggest 
influence on money decisions made by youth?

•	 What are the advantages and disadvantages of 
credit cards for youth?

•	 What are the biggest “money mistakes” youth  
often make?

Five Steps to Saving Money

1.	 Set a savings goal. Ask yourself:  
How much money will I need?  
How soon? Be realistic.

2.	 Decide how much you will save from 
your pay. Put aside money to save 
first, then spend what’s left.

3.	 Track where you spend your money. 
Learn more about where your money 
is going. This will help you find ways 
to cut your spending if you need to – 
since you will probably be surprised 
where some of it is going.

4.	 Build a budget and try to stick to it.

5.	 Reward yourself when you reach a 
goal. Give yourself something to look 
forward to if you do what you set out 
to do.

If you have access to the Internet via
a computer or hand-held device, you
might consider searching:

•	 Common frauds and scams

•	 Metacognition – thinking about your 
thinking

•	 Tips for good decision making

•	 Setting goals and basic financial 
planning

•	 Advertising techniques

Tips & 
   Suggest ions

Tech Talk
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YOUR GOALS AND YOUR VALUES

$$ Exploring Your Values

$$ Peer Pressure

$$ Keeping Up with the Joneses

$$ Advertising – and Advertising and You

$$ How to Avoid Frauds and Scams

W hen you think about the things that are most important 
in your life – and the goals you have for what you want 
to achieve – do they reflect your “values”? Can you tell? 

Have you thought much about your values?
What are values anyway? Values are those things that make 

up your character. They represent what you think is important 
in life. They show up in your decisions, actions, and judgments. 

How we look on the outside usually tells very little. It’s more 
what’s on the inside that will make most of the difference in 
who we are. And values are a big part of what’s inside. 

If you were asked to identify 
three of your “values,” how 
would you answer?

Think About I t

Module 2

Exploring Your Values
There are many things that can influence your 
values. Family members, teachers, and friends are 
particularly strong influences. Religion, culture and 
heritage can also have a big impact. Television, 
movies, videos, and music certainly play a role, too. 
Advertising can also do a great deal to influence, or 
try to influence, what you think is important and what 
you value.

Your values govern many of your financial deci-
sions. What material things are important to you? 
How much money will you need? What will you do 
to get it? What trade-offs will you make? What will 
you do with your money when you get it? And so on. 
There is no denying that decisions related to money 
are important – they affect each of our lives and those 
around us. And your values affect those decisions. 

Let’s try to explore the things in life that you value 
– and the things that have influenced your values. 

Do you think you are influenced by 
advertising? Did you make a decision 
recently that was influenced by 
advertising?

How About You?

1 2 3 4 5

EASILY INFLUENCED LITTLE INFLUENCE

Let 's Discuss...
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It is time for brutal honesty. Below are a number of things you may think are important in 
life. They may be things in life you want for yourself, what you try to be or hope for, or things 
you respect in others. There are probably other things that are important to you that aren’t 
included. Please add them to the list. Then select the “top ten,” the things you value most,  
and rank them one to ten.

Take Act ion. 

  Take Control!

          What’s Important to You?	

	 Happiness 	 Recreation and Travel 	 Maturity 	 Good health

	 Work 	 Status 	 Education 	 Freedom

	 Family 	 Tolerance 	 Love 	 Compassion

	 Sympathy 	 Loyalty 	 Fitness 	 Honesty

	 Reliability 	 Fun 	 Wealth 	 Acceptance

	 Patriotism 	 Responsibility 	 Respect 	 Sense of humour

	 Security 	 Beauty 	 Honour 	 Safety

	 Faith 	 Commitment  	 Religion 	 Being in style

	 Acquiring abilities/skills	 Independence 	 Excitement 	 Influence

	 Friendship 	 Risk 	 Helping others 	 Community involvement

	 Others:  	 	 	 	
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1. Handbook for Economics Teachers, edited by David J. Whitehead. London: Heineman Educational Books, 1979
2. Handbook for Economics Teachers, edited by David J. Whitehead. London: Heineman Educational Books, 1979

2.

1.

There are many people, groups, and things that can influence your 
values. Some may intentionally try to influence your values.

Others may do so without even trying. It is important to be cautious 
about those who are out to influence what you do and the decisions 
you make. Take a look at the following visual. 

ARE ALL OF THE FIGURES 
THE SAME SIZE?

DO YOU SEE A PICTURE OF AN OLD 
WOMAN OR A YOUNG WOMAN?

To most people, the figures will appear to be of different 
sizes. Put a ruler alongside each one. They are, in fact, 
the same size. But the way they have been drawn makes 
them appear to be different than they really are. 

Visual illusions such as this can be fun. They also 
make a point. We can be fooled. We can be influenced. 
We can be made to see things differently than they real-
ly are. Take a look at the following visual. 

Did you see both? Both are there. The point is that dif-
ferent people can see things differently. It’s not neces-
sarily such that one is wrong and the other is right. Both 
may be right. So whenever you think something is true, 
and someone offers a different point of view, consider 
whether or not there might be other ways of looking at 
things. Is there another point of view? A better point of 
view? A view that will strengthen what you believe?
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In the earlier activity, you identified the things you feel you value most in life. But where did 
those values come from? What influenced your values in the past? What influences your 
values today? 

How About You?

Think about the last time that 
somebody tried to influence a 
decision that you made. How long 
ago was it? Why were they trying to 
influence your decision? Were they 
able to influence you in any way?

Think About I t

There are many people who make decisions 
without thinking about their “values.” When you 
make decisions related to money, take a moment 
to think about your values and if they should play a 
role in your decision.

$ Tip

            Possible Influences	

	 Your parents/guardians	 Your religion 	 Books 	 Camp experiences

	 Other relatives 	 Television 	 Magazines 	 Volunteer experiences

	 Your childhood experiences 	Entertainers 	 Travel experiences 	 Work experiences

	 Your childhood friends 	 Sport personalities 	 Specific events 	 Sickness or injury

	 Your current friends 	 Radio 	 Community activity 	 Employer 

	 Your teachers 	 Music	 Teammates	 Coach 

	 Others:  	 	 	

Possible influences are listed be-
low. From those shown, or others 
you can think of, identify the top 
seven factors that you believe have 
contributed the most to determin-
ing what you value most.

The fact is, there are many things in life where oth-
ers could see things differently than you do. Others 
may try to bring you around to their way of thinking. 
And, as you know, what is right for them, may not 
necessarily be right for you. 

Consider some instances where people’s views 
have been different. Did you agree with a particular 
point of view? What is “right” and “wrong” can often 
be unclear. 
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How have you handled peer pres-
sure in the past? Have you ever 
made a money decision that was 
influenced by your peers?

Think About I t

Peer Pressure
Peer pressure refers to how others around your own age 
can influence your thinking – on purpose or not. Peer 
pressure is one of the strongest influences on young 
people. Friends, classmates, teammates, and workmates 
are usually very important to you. You may value them 
and what they think and do. 

At the same time, they are in the same situation as 
you are – trying to figure out their lives, trying things, 
thinking about things, and figuring out what they value 
and what’s most important to them. 

Many of the decisions that you make in your youth will 
be influenced by your peers. Situations can arise that 
involve making decisions related to alcohol, smoking, 
drugs, clothing fads and styles, courses you take, con-
certs, schools, careers, jobs, and so on. Many of these 
are difficult decisions, and peers can apply a great deal of 
pressure – either directly on you or by the decisions they 
have made and what they are doing. You will face times 
and decisions when your values are really put to the test.

As far as money matters go, your peers may seek to influ-
ence you – such as how much you spend, what you buy, 
how much you borrow, what styles you follow, where you 
shop, and so on. It can be challenging, but it is important 
to make the decisions you believe are best for you, the 
ones that fit your values, priorities, and goals – and that 
make you happy and feel good about your decision.

Do you tend to be influenced by your peers – or 
do you tend to influence others?

How About You?

In a group situation, discuss  
the following:

•	 Where does peer pressure push 
the hardest? For example, is 
pressure hardest when deciding 
whether or not to smoke, to dress 
a certain way, to listen to certain 
music, to drink, to take drugs, to 
associate with certain people, to 
want certain possessions, and 
so on? When do you feel the 
pressure the most?

•	 What are the best ways to deal 
with peer pressure when you 
disagree with the direction 
toward which it is pushing you?

Take Act ion. 

  Take Control!

A funny thing about peer pressure – it can pass quickly. You may be in a situation where you are 
feeling pressure to buy and wear certain shoes – shoes you don’t need. If you decide no, the 
pressure often soon passes and others forget about it. If you decide yes, others may still soon 
forget about it – but you are out of pocket the money – and may be wearing shoes you don’t 
need – and maybe don’t even like. Make sure you use your money the way you think best.

$ Tip
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Keeping Up With The Joneses
You probably don’t even know anyone by the name 
of Jones. For you, it may be the Howards, the 
Garneaus, the Villachis, or others. The “Joneses” is 
simply a reference to those around us with whom 
we may struggle to keep up. We may want what 
they have, or try to live how they live. For youth, the 
“Joneses” can be friends who wear certain clothes 
or shoes, go to certain concerts, drive certain cars, 
have a new possession (such as the latest “iProd-
uct” or computer game), take vacations to nice 
places, eat at nice restaurants, and so on. No one 
may be pressuring you to have them – but you may 
be pressuring yourself to keep up.

Basically, it comes down to how much you are will-
ing to let envy affect your values, decisions, actions, 
and goals. If you want to be in control, you should 
avoid envy when you can.

Are you an envious person? Does 
envy play much of a role in terms of 
your goals, decisions, and actions? 
On a scale of 1 to 5, rate the influence 
of “envy” on your economic decisions.

How About You?

1 2 3 4 5

ENVY PLAYS A ROLE ENVY PLAYS NO ROLE

Watch out for envy – it can lead to some pretty crazy decisions – and ones you may regret. It’s 
funny how often others that you envy, may envy you for things you have in your life. Keep in 
mind the things you value in life – it may make you less envious – and put the brakes on some 
decisions that you might come to regret.

$ Tip

Are you one who tends to make decisions on the basis of what others are doing to try and be 
“in” or look “cool”? Or are you more of a “do your own thing” person who makes your own 
decisions based on how you feel and what you think is important?

Do you feel envy plays much of a 
role in your life at this time? Do you 
feel envious of anyone? Is there 
something that you currently want 
that is based on envy? Have you 
made a recent decision or purchase 
that was based on envy?

Think About I t

Take Act ion. 

  Take Control!
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Advertising
Advertising is the way producers provide informa-
tion to consumers about a product or service. They 
also use advertising to encourage consumers to 
purchase their products or services. Their goal is 
to convince you, as a consumer, to purchase their 
product over that of a competitor. 

That doesn’t mean advertisers can tell you 
anything they want. Advertisers are governed by 
rules and regulations (such as those provided under 
the Competition Act, the Food and Drugs Act, the 
Canadian Radio-television and Telecommunications 
Commission, and other federal and provincial laws) 
that set standards and guidelines for advertisers. 
For example, it is illegal for advertisers to provide 

On most occasions, have the products and services you bought been as advertised? 
Have you bought a product that doesn’t live up to the advertising?

Think About I t

untrue or deceptive information. They cannot make 
false claims about their product. They cannot make 
untrue statements about their competitor’s product. 

Therefore, within certain guidelines, the advertis-
er’s aim is to influence you and to get you to buy a 
particular product or service. This is not as decep-
tive an act as it may sound. As you know, there are 
many good products and services available. If you 
don’t know about them, you can’t make effective 
decisions about which ones, if any, you want to 
purchase and use. Furthermore, producers have 
the right to make accurate claims about how good 
their product is. If the product is good, they should 
certainly be able to let you know about it. 
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Advertising is good in a number of ways:

1.	 Was it how you felt looking at the item – that is, 
your emotion is a source of information about new 
products, existing products, and improvements or 
changes to products. 

2.	 It encourages competition, which can lead to prod-
uct improvements, lower prices, specials, improve-
ments in supply and availability, and more. 

3.	 As you are probably well aware, advertising pays for 
many media presentations. Advertising sponsors TV 
and radio shows, magazines and newspapers, con-
certs, and so forth. Increasingly, through “product 
placement” it also helps sponsor movie production.

4.	 Advertisers sponsor these activities according to 
how many of their potential customers they be-
lieve will watch the show, listen to the show, read 
the magazine or paper, or come to the concert. 
Through sponsorship, some of these activities, 
such as TV and radio programs, are provided free 
to us (even though we do end up paying for the 
advertising in the prices we pay for what we buy – 
and we may also pay cable or satellite fees for the 
programming). Some (such as a newspaper) are 
provided to us at much lower cost than would oth-
erwise be the case, and some (such as a concert) 
might not have come to town without the sponsor. 

5.	 Advertising helps consumers to compare the different 
products and services that are available and hopefully 
to help them make better consumer decisions.

To what extent do you think your 
consumer decisions are affected by 
advertising?

How About You?

1 2 3 4 5

AFFECTED A LOT AFFECTED A LITTLE

Try to get to know yourself as a consumer. Do past decisions show you are influenced by 
advertising? If so, know that and try to control the extent to which advertising takes control of 
your decisions.

$ Tip

How can advertising influence your buying de-
cisions? Advertising may lead to impulse buying 
(buying on the spot without much thought) or fad 
buying. It may lead you to buy something you really 
don’t want, or don’t need, or shouldn’t buy at this 
time. In other words, it may help lead to a consumer 
decision that you might come to regret.

But whose fault is that – the advertiser’s or 
yours? There is a saying – caveat emptor – which 
means “let the buyer beware.” In the end, you are 
responsible for your own decisions. If you make a 
bad buy (one that is not in your best interest), then, 
unless an ad has been false, misleading, or illegal, 
you have only yourself to blame. 

Therefore, when making your buying decisions it 
is important for you to be aware of some of the ways 
in which advertisers may try to influence you to buy 
their product. The advertiser’s job is to put the prod-
uct forward in the best light possible and hope you 
will buy their product or service. Your job, as a wise 
consumer, is to make the decisions that you think 
will be best for you. 
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There is one further point to mention in this section.  
As a consumer, you do have certain “rights.” The 
Consumers’ Association of Canada states that its goal 
is to help uphold the following consumer rights:

•	 the right to choice

•	 the right to consumer education

•	 the right to be informed	

•	 the right to participate in marketplace decision 
making

•	 the right to safety		

•	 the right to have access to basic services

•	 the right to be heard		

•	 the right to a sustainable enviroment1

•	 the right to redress

You may believe that, on some occasion, your rights 
have been abused. Or you may have a complaint 
about a good or service you purchased. If so, identify 
who you can speak with and voice your complaints. 

For those times (which we hope will be few) 
when you have legitimate complaints, you need to 
learn the “art of effective complaining.” Most pro-
ducers will welcome the chance to turn an unhappy 
customer into a happy one. After all, if you leave 
unhappy, you’ll probably never return. They lose your 
future business. And you will probably tell others 
about your bad experience. Give them a chance to 
fix any mistakes or problems. You may find you end 
up quite happy. Sometimes you may even come out 
ahead. If you find you are not satisfied, and you feel 
you have a legitimate complaint that was not dealt 
with properly, you can contact the Better Business 
Bureau and put in a complaint. But do give the pro-
ducer or retailer a chance to fix the problem first.

Have you ever bought a product and had a problem or reason to 
complain? If so, did you – or did you just let it go? How would 
you assess yourself in terms of your willingness to act if you 
have a problem with a product?

How About You?

1 2 3 4 5

PROBABLY DO
NOTHING

VERY LIKELY TO
TAKE ACTION

1. From the web site of the Consumers’ Association of Canada. 
www.consumer.ca
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Advertising And You
Review each of the advertising techniques described 
below. See if you can think of one or more product or 
service ads that you have seen recently that use the 
following techniques. 

Rank these techniques from 1 to 10 in terms of which 
you think is the most effective at influencing your opin-
ion of a product or service. Let “1” represent the most 
effective and “10” the least.

•	 Repetition: You have heard it said that “If you 
tell people the same thing often enough, they will 
come to believe it.” Some advertisers will use 
this method, repeating their message over and 
over again in an ad or a series of ads over time. 
[Built Tough!, “Eat Fresh,” “I’m Lovin It”]  

•	 Conformity: This approach aims to have you 
“get on board,” “be in,” “get with it,”  
[Join the “cool crowd.”]

•	 Imitation: This is the effort by an advertiser 
to influence a consumer by having a celebrity 
associated with the good or service. The adver-
tiser hopes that those who like and respect the 
celebrity will imitate the behaviour by using the 
product. [Sports star's running shoes. Celebri-
ty's make-up line.]

•	 Emotional Appeal: This is where the advertiser 
seeks to draw upon one or more of the consum-
er’s emotions to influence the decision. [Being 
away from home – kittens and bathroom tissue 
– beer and being Canadian]

•	 Good Will: Providing something for free – a free 
sample, a free issue, and so on. However, always 
remember that “there is no such thing as a free 
lunch” – someone always pays the cost. It’s a 
question of who pays and why. [“Four free CDs! 
Just sign up to buy one CD a month and you’ll 
get four free CDs!”]

•	 Scare Techniques: Well, maybe not exactly 
scare techniques, but who wants to face the 
consequences of going around with bad breath, 
blotchy skin, or underarm odor, especially when 
the ads portray such awful consequences. 

[“Nick and Lotta were about to kiss when, all of 
a sudden, Lotta noticed Nick’s teeth. If only Nick 
had used...”]

•	 Snob Appeal: These ads are designed to 
appeal to those who want to be seen as in the 
lead, on the move, those who have made it – and 
want others to know about it. These ads empha-
size that if you have the product you are definitely 
“in” or among the “elite” or “successful.” [“If you 
need to know the price, you’re not interested.”] 

•	 Economic Appeal: This type of ad presents 
the “great deal” – no money down, no interest 
payments, and so on. Be on your toes and 
watch for those that are genuine deals and 
those that have catches to them or key points 
in the fine print. There can be very legitimate 
offers to help you pay for a purchase over time 
– such as equal payments over 24 months with 
no interest. But, in the fine print, it can say that 
if the amount isn’t paid in full within 24 months, 
all interest charges become payable for the full 
two years. So check that out and, if that’s the 
case, make sure you complete the payments 
within the 24 months.  [“No payments for three 
years! That’s right, it can be yours and you 
don’t pay a cent for three years!”]

•	 Comfort And Enjoyment Some advertisers 
may attempt to present their product in relation 
to something that, although enjoyable, is largely 
unrelated to the product. For example, have 
you ever sat through a commercial wondering 
what on earth was being advertised – only to be 
surprised at the end? The purpose of the ad may 
simply have been to get your attention – not tell 
you anything about the product.

•	 Humour One method to attempt to influence 
your purchase is to present the product or 
service in a humorous way and hope that your 
laughter will carry over all the way to your 
buying decisions.

Can you think of any other techniques that 
are used by advertisers to affect consumer 
decisions?
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As you know, there are lots of things that you can 
do with your money. One thing you don’t want to do, 
though, is to let others take or steal your money. It 
would be great if we lived in a world where you didn’t 
have to worry about that – but that is not the case. 

There are people and organizations that may try 
to access your online bank account, fraudulently use 
your credit card, learn your PIN and use your debit 
card – or use a duplicate of your card, fool you with 
an online purchase or payment, and so on. You have 
to be vigilant in protecting your personal information 
and your money – especially in this day of online 
purchases and banking.

Avoiding Frauds and Scams

Always protect your PINs and security codes. Change your passwords regularly.

Take Act ion. 

  Take Control!

Have you ever experienced an 
attempted fraud or scam? If so, 
what did you do? Do you know 
some key indicators of attempted 
frauds and scams?

How About You?
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accounts and other financial assets to watch for 
any surprises. If you see a withdrawal or some other 
action that you did not take, report it to your financial 
institution immediately.

•	 Health Promotions: People are often vulnerable 
when they are concerned about their health or 
appearance. Unsolicited offers may arrive for 
ways to cure baldness, cure acne, lose or gain 
weight, feel better and stronger, and so on. Be very 
cautious about such promotions especially if they 
promise results that sound too good to be true. 
Check them out thoroughly before spending any 
money on such offers. 

•	 Subscription Traps: Be cautious of those 
who offer you a really good deal for a magazine 
subscription, an online subscription, etc. Some will 
offer really good deals at the outset and ask for your 
credit card information. Then, over time, they will 
raise the rates and continue to charge you monthly 
fees at a rate you never wanted to pay – but may 
have agreed to in the fine print. So be cautious 
about subscriptions – and do read the fine print!

•	 Family Member in Distress: Sometimes 
individuals will receive calls from someone who says 
that a family member has been badly injured and 
that the individual needs you to send money. The 
caller may have even done some digging and found 
a name and some personal information about the 
person they say is injured. They may say that they 
can help your family member but need money as 
soon as possible to do so. They may also say that 
they are the police and need money. Don’t ignore a 

Always review your monthly bank 
statements to make sure all deposits 
and withdrawals are correct.

Take Act ion. 

  Take Control!

The following is just a sample of fraud and scams 
that people may try to use against you. Included are 
suggestions for how to protect yourself from those 
who might be looking to take advantage of you.

•	 Requests for Personal Information: Any email 
asking you to disclose or share personal information 
is likely to be a scam and before taking any action 
you should check with the supposed source making 
the request. Financial institutions and government 
officials will never ask you to provide personal 
information over the Internet.

•	 “CRA” Calls: Anyone calling on the phone 
indicating that they are from the Canada Revenue 
Agency and stating that you owe taxes and that 
you can pay them right away over the phone with a 
credit card is a scam. The CRA will never do that. 
Such calls can sound very threatening, and state 
that you may face a heavy fine or jail time if you don’t 
pay. Don’t fall for it!

•	 Sending False Invoices: It is amazing how often 
people and businesses will simply pay an invoice 
that is sent to them in the mail – even though it may 
be totally false. If you are not aware of a purchase 
that was made, do not simply pay a received invoice. 
Check into it. Make sure it is legitimate.

•	 Stealing Your Identity: If someone has access to 
your personal information – your Social Insurance 
Number, Passport Number, bank records, etc. 
– they may use that information to try to access 
your money or your assets. Protect your personal 
information and keep a close eye on your bank 

If you have a credit card, always check 
your statements carefully to make 
sure there are no false charges.

Take Act ion. 

  Take Control!
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call that may be legitimate about such an event – but 
be very cautious if the caller asks for money to help 
especially if they want you to send it right away. Try 
and verify the situation if you can.

•	 Door to Door Sales and Canvassing: It is rare 
these days for any legitimate cause or organization 
to have people canvassing door to door asking 
for money. Door to door visitors may look to get 
your support in an election – and that is fine. But 
if people come to your door asking for money, 
be very, very cautious about donating or buying 
anything from someone going door to door. And 
also be cautious that they are not “checking out” 
your home. Some may ask for a glass of water or 
something similar and look for what they can steal 
while you have left them alone at the door – purse, 
car keys, etc.

•	 Internet Solicitations and Requests for 
Payment: It is very common for scammers to try 
and convince you to support a cause or pay a bill 
via an email. Again, be very cautious. Watch for 
typos in the email request. Look at the email source 
that sent the email to you. It may say it is from a 
store requesting payment but the originating email 
address has no indication of the store’s name. As a 
rule of thumb, it is probably best never to respond 
to email requests for money. Follow up with a phone 
call or visit to verify.

If something sounds too good to be 
true, it usually is.

$ Tip

The following are a couple of links with more information on frauds and scams and how to protect your money, 
assets, and valuables.

•	 “Little Black Book of Scams”:  
http://www.competitionbureau.gc.ca/eic/site/cb-bc.nsf/eng/04333.html

•	 Links to a number of government sources of information:  
https://www.canada.ca/en/services/finance/fraud.html

•	 RCMP Site Focusing on Frauds and Scams:  
http://www.rcmp-grc.gc.ca/scams-fraudes/index-eng.htm



24 MODULE 2

Module Summary

Say What? Possible New Terms!

1.	 Values: the beliefs, morals, 
attitudes and decisions that 
make up your character, 
affect what you do in life, how 
you handle situations, and 
your goals.

2.	 Peer pressure: the influence 
that others, around the same 
age, can have on your actions 
and decisions. This is a 
pressure that others try to 
put on you.

3.	 Envy: the desire to have what 
others have, look like others 
look, live like others live, etc.  
This is a pressure you usually 
put on yourself.

4.	 Consumer rights: these 
are what a consumer should 
reasonably expect in the course 
of fair dealings and expectations 
with a producer or retailer.

5.	 Caveat emptor: “buyer 
beware,” which means that, in 
the end, a consumer is largely 
responsible for each decision 
that is made.

Did It Stick? Can You Recall?

1.	 What factors may be having 
an influence on your money 
decisions?

2.	 Why values are important in 
terms of “money decisions”?

3.	 What are some of the key things 
that can affect your values? How 
can peer pressure influence 
decisions about money?

4.	 What kinds of pressures can 
people put on themselves 
that can affect their money 
decisions?

Thinkabout... or Discuss:

•	 What are the biggest factors 
affecting values as a person 
grows up?

•	 Do values change over the 
course of your life? If so, why 
and when?

•	 What values would likely help 
lead to good financial decisions?

•	 What “peer pressures” are 
positive? Which are not so 
positive? What can be done 
to deal with and resist peer 
pressure if you don’t like 
the direction it is pushing 
you toward?

•	 What are some of the “best” ads 
you have seen (TV, print, radio, 
Internet) and why? Which are 
some of the worst – and why?

•	 As you can, think about your 
values – know your values – 
and call upon them to help with 
your money decisions. People 
often make money decisions 
without considering what is 
really important to them.

•	 Peer pressure can be very 
powerful. In the end, try and 
control your own life as much 
as possible. That way you 
can apply your own values 
to your decisions rather than 
someone else’s.

•	 To get a sense of where you 
are at, and coming from, 
regarding money in your life, 
make one list of the things you 
value and want out of life that 
don’t relate to money. Make 
another list of those that do 
relate to, or involve, money. 
It helps to keep in mind the 
things we have, or hope to 
have, that don’t involve money.

•	 Consider the “opportunity 
cost” of any decision you make. 
That is, what is the next best 
alternative that you are giving 
up – today or in the future.

If you have access to the Internet, you may consider searching:

•	 Dealing with peer pressure

•	 Advertising techniques

•	 Best ads ever

•	 Worst ads ever

Tips & 
   Suggest ions

Tech Talk

5.	 What kinds of techniques can 
advertisers use to try and affect 
your decisions?

6.	 What are some of the benefits 
from advertising?

7.	 What are some of the “rights” 
that consumers should 
reasonably expect in the 
marketplace?

•	 Values and setting goals

•	 Consumer rights

•	 Common frauds and scams
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YOUR GOALS: SOME THINGS TO CONSIDER

$$ “Luck of the Draw”

$$ The Life Cycle

$$ Tastes, Preferences, and Lifestyle

$$ The Economy

$$ Social Factors

$$ Political Factors

$$ Technological Change

$$ Language and Communication Skills

$$ Prejudice

$$ Ways we can help others

I n addition to your values and what you believe is important in life, 
there are other factors that can influence your financial decisions 
and actions. Let’s take a look at some of these factors.

Module 3

“Luck Of The Draw”
Each of us is born into our own individual set of 
circumstances. We are born at a certain period of 
time, in a certain location to particular parents (who 
may or may not stay together as a family unit), into a 
certain lifestyle, and so on. We enter into different 
economic circumstances, geographic locations, 
cultures, family conditions, and values.

You may believe that all are created equal, but 
few will claim we are all born into circumstances 
of equal opportunity. The way we start life can vary 
greatly. And, for many people, life probably doesn’t 
seem fair in terms of “money.” Some may have eas-
ier access to money. Some may have to work much 
harder. Some are born into families that have lots of 
money. Some are born into families with relatively 
little money. But remember that old adage – “Money 
doesn’t buy happiness.” There are some who may 
well argue that it may be harder to be happy if one is 
“born into money.” There are different goals we can 
set in life – and different ways to define opportuni-
ties and happiness. Keep that in mind.

YOUR “LUCK OF THE DRAW”

When you entered this world on the 
“highway” to life, you may believe 
you started with certain advantages 
or disadvantages. Identify both the 
advantages and disadvantages you 
feel you started with.

How About You?

Let 's Discuss...
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The Life Cycle
If you are in your teens or early twenties, your 
thoughts are probably mostly on personal relation-
ships, your education, your job or work opportunities, 
entertainment, sporting events, and travel. You are 
probably thinking about possible careers, education-
al options, work opportunities and prospects, moving 
out on your own, and deciding who, if anyone, might 
be that particular person with whom to share a life – 
or at least go out with over the next while. 

Over time, though, and at different stages of life, 
our priorities and concerns can change. The prior-
ities, concerns, and goals of someone who is 15 
will likely be quite different from those of someone 
who is 65. Therefore, when setting goals, you have 
to consider the changes that will occur throughout 
what is called the “life cycle.”

What is the life cycle? Although each of us will 
experience our own individual life cycle, we often 
share similarities in our primary concerns at various 
stages in our life. Importance will vary in our lives 
with respect to education, training, finding a job, 
getting promoted, marriage, children, housing, sav-
ing, investing, health care, life insurance, retirement 
planning, travel, and so on. 

On a recent trip to Malawi, the poorest 
country in Africa, a person commented 
that people seemed to be so happy 
there. Why might that be the case?

There are parts of Canada that some 
say don’t have the highest standard of 
living – but have the highest quality of 
life. How might that be the case?

Think About I t

Think back three years. Have your interests, priorities, and goals changed 
even over that brief period? 

How About You?

Are you a planner? Do you think 
ahead? Or do you live in the “here 
and now” without much thought for 
the future?

How About You?

Taking control of your financial affairs means 
thinking about the various stages of your own life 
cycle. You can’t think only about what is important 
today. You also have to think about what will be 
important to you in the future – at a future stage in 
your life cycle. Therefore, you will need to set goals 
for various times in your life. 

In addition, recognize that for many people, at 
some point in the life cycle, personal plans will have 
to be combined with those of someone else. You 
may also have to consider the hopes, goals, assets, 
debts, and so forth of a possible life partner. There-
fore, you may find you will face trade-offs down the 
road when making decisions as a couple or family. 
It is often harder for two people (or more) to make 
a decision than one. Families have to make many 
financial choices together.
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Remember if you are a person who lives in the “here and now” with little thought of the future, 
the future will some day be the “here and now”. If you think only about today, you may find your 
life in the future is less enjoyable than you had hoped. A good “money rule” is to “pay yourself 
first” with money you make. That is, set some aside for saving first before doing other things 
with your money.

$ Tip

HOW ABOUT YOU? GOALS AND YOUR LIFE CYCLE

The following is a list of possible goals (including some financial goals) that a person may have 
in life. Add others that you can think of. Then, pick the ones that are most important to you now.

Owning a home 		  Helping to educate future grandchildren

Obtaining a good education 		  Caring for parents

Learning a trade 		  Having good health, fitness, and medical care

Developing an artistic skill 		  Having a hobby

Becoming an athlete		  Donating to charity

Saving for an enjoyable retirement	 Having time to volunteer and help others

Travelling		  Working part-time rather than full-time

Obtaining a good job/career		  Joining a club

Owning a business		  Building a collection

Owning a cottage		  Developing a specific talent

Owning a car		  Getting married

Having children		  Others: 

At different times in your life, you will probably assign a different priority to your different goals.  
Review the above list and identify those goals that you think will be most important to you five years 
from now. How, if at all, do you think your goals may change over those years? How about 10 years?

How About You?
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Tastes, Preferences, And Lifestyle 
Your tastes and preferences will likely affect almost every money deci-
sion you make. For example, is it important to you to one day own your 
own home? If so, does it have to be a house? What about a condomini-
um? An apartment? A townhouse? Where do you want to live – in an 
urban/downtown area, in the country, or in a small town? 

What kind of workplace environment do you want to work in? Do you 
want to work for yourself? Do you prefer to work with a company, in a 
factory, or outdoors? Do you want a career that will require many years 
of education, or do you want to start working as soon as possible? 

What is your taste in clothes? Do you like to eat out? Do you want 
to travel? If so, where? Do you have a costly hobby? Do you like going 
to concerts or sporting events?

On and on it goes. What are your tastes? What are your preferenc-
es? What are your expectations? It’s important to have a sense of what 
your tastes and preferences are since they will affect the decisions you 
make with the money you have.

A key distinction that is often made is between what you “need” and 
what you “want.” A need is considered to be something you must have 
in your life to get by. It includes the basic necessities in life. A want 
is something that makes life easier, better, more enjoyable – but isn’t 
essential. When making a decision, you will want to consider whether 
you are dealing with something that you “need” or “want.”

TIME VALUE OF MONEY

Money that you don’t spend today, but save for the future, can increase in value if saved or in-
vested wisely. It can help sometimes to get advice from good and qualified sources. Saving can 
help you afford, in the future, things you might not be able to afford today – such as paying for 
education, buying a car, putting a down-payment on a house, or saving for retirement.

$ Tip

When it comes to your tastes and preferences, try some other options now and then to see what 
they are like. If you like some things now that are on the “pricey” side, give some less pricey 
options a chance – just in case it works out you are as happy with them – or even happier.

$ Tip

What was your last 
purchase? Did you 
need or want what 
you purchased? 
How can needs and 
wants differ from 
person to person? 
How might your 
needs and wants 
differ over time?

Think About I t



29MODULE 3

GOALS AND YOUR LIFE CYCLE

Suppose you have 100 votes with which to indicate your preferences for various types of enter-
tainment. Indicate your preferences for each type of entertainment by allocating a portion of your 
votes to the types of entertainment you most prefer. The total should equal 100 (for example, 30 
votes for concerts, 30 for movies, 20 for magazines, 10 for sporting events, and 10 for books).

Music 	 Sports events	   Concerts 	

Playing sports	 Books 	   Playing a musical instrument

Computer games 	 Dancing	   Magazines 	

Shopping	 Movies 	   Eating out

Parties 	 Camping	   Others: 

If you can, compare how you split up your 100 votes with others. It will help show how people’s tastes 
and preferences are different – and can affect their money decisions.

How About You?

The Economy
Conditions in the economy can affect financial decisions and affairs. 
The following are just some of the economic factors that can have an 
important influence: 

•	 the rate of inflation (affecting 
prices you pay)

•	 the availability of jobs (affecting 
your ability to earn money)

•	 interest rates (affecting the 
cost of borrowing money or 
how much you can make on 
your savings)

•	 the stock market, bond markets, 
etc. (affecting the returns 
that are possible on your 
investments)

•	 government programs (affecting 
benefits you may be able 
to receive)

•	 tax policies (affecting how much 
tax you pay)

•	 the status and strength of 
labour unions (affecting your 
income, benefits, and working 
conditions)

•	 what goes on in other countries 
(affecting jobs, incomes, and 
opportunities in Canada)

•	 the exchange rate for the 
Canadian dollar (affecting the 
cost of things we buy that are 
made in other countries)

An important 
part of planning 
is “contingency 
planning.” That 
is, to have a plan 
if things don’t go 
as planned. Be 
flexible. Have a 
backup or alternate 
option – just in 
case things don’t 
work out as you 
had anticipated –  
or hoped.

$ Tip
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Many of the money decisions and challenges you face may be 
influenced by these kinds of economic factors. This can be frus-
trating since they are often factors that are beyond your control. 
If you hope to work for a technology company in Waterloo, and 
that company closes or reduces its operations there, that can 
throw a wrench into your plans. On the other hand, if the tech-
nology company does well, and expands its operations there, 
that can help improve the chances of getting the job you want. 
But while you won’t be able to affect the company’s decision on 
your own, your life may be affected by their decision.

So economic events, developments, and changes can influ-
ence your life – and be beyond your financial control. But, at the 
same time, the more you can learn about the economy, the more 
this can help you understand, and prepare for, factors that can 
affect your financial decisions.

How do you deal 
with change? Do 
you: resist? Ignore? 
Lead? Adapt? 
Accept? React? 
Respond? Or...?

Think back over the last 
five years and identify any 
ways in which the economy 
has affected your financial 
circumstances or those 
of your family or a family 
member. Has it affected 
you or someone else’s 
job, income, housing, car 
purchase or lease, vacation 
plans, and so on?

How About You?

How About You?

Social Factors
Changes in our society can affect our living conditions and our tastes, 
preferences, and goals. As cultural values change, we may find our 
own values changing. 

For example, conditions in the workplace, the nature of work, types 
of jobs and attitudes toward work, can change. Over recent decades, 
the number of women in the workforce has increased significantly. In the 
past, men were often seen as the “breadwinners” and many thought the 
“woman’s place was in the home.” Well, that certainly is not the com-
mon attitude these days. This is reflected in the large increase in the 
number of women working and the greater social acceptance of women 
being in the labour market.

Social changes that occur with respect to having children and family 
size, getting married, types of marriages, the level of education seen as 
“needed,” housing styles and opportunities, the popularity of certain ca-
reers, the kinds of new jobs available, and so on can all have a bearing 
on our financial decisions and plans. 

Think about the world as it is today and how it would have been when your grandparents or 
parents were your age. How have things changed? What social factors have changed that 
might influence financial actions, decision, and goals today versus in their day? In what ways 
do you think things are better? In what ways do you think things are more difficult?

Think About I t
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Government decisions can affect the prices of 
goods and services we buy and the taxes we pay; 
the availability of certain jobs; the quality, cost, 
and availability of health care and education and 
training programs; pension plans; housing costs; 
and much more. 

Each of us has the right to vote, and we have a 
responsibility to cast our votes for those candidates 
with views and values each of us believes are best. 
The decisions of those people we elect will affect, to 
some degree, the conditions in which we live, work, 
play, spend, invest, raise a family, and retire. Along 
with our financial responsibilities, we have a respon-
sibility to put in power the best government we think 
possible. Our decisions as citizens will influence 
the various actions, policies, and decisions that are 
taken by the politicians and political parties we elect. 

Political Factors
We live in a society in which governments 
often play a significant role. Governments are 
involved in areas such as the following: 

•	 the rate of inflation (affecting prices you pay)

•	 insurance and banking regulations 

•	 employment insurance programs 

•	 parkland and other recreational facilities 

•	 legislation affecting wages and conditions in the 
workplace 

•	 transportation and communication 

•	 training programs 

•	 taxation 

•	 health care 

•	 public education 

•	 welfare programs 

•	 interest rates 

The post-war baby boomer is aging.  
The “boomers” have influenced society 
in many ways. How do you think society 
may change as (a) the “boomers” move 
into their senior years and (b) a new, 
and different, generation takes over? 
The millennials?

Make a list of government products 
and services that you have used in 
the past week (e.g.., Bus, park, road, 
sidewalk, school...).

Think About I t

Think About I t

Do you take an interest in politics? Many politicians make decisions that affect people’s lives 
– sometimes quite a bit. But there are many people who don’t take an interest in politics – and 
many who don’t vote. It is hard to complain when you disagree with what politicians do if you 
don’t take an interest and vote. How likely are you to vote in elections?

How About You?

1 2 3 4 5

NEVER VOTE ALWAYS VOTE
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Identify how the major political parties differ in terms of their views and proposed policies related 
to the following. Decide which political party or parties is most in line with your thinking.

The role of government		  Role of business

What government spending priorities are	 Role of organized labour

Kinds and levels of taxes 		  Job creation

The country’s or province’s, or city’s debt and deficit 	 Youth employment

Health care spending		  Education spending	

Pension programs

VOTE WHEN YOU CAN! 
HELP MAKE SURE ELECTED POLITICIANS REFLECT WHAT YOU THINK IS IMPORTANT.

Take Act ion. 

  Take Control!

Technological Change
No one needs to tell you that technological change is 
occurring at an extremely rapid pace. Such change 
has many influences on our lives. It can influence the 
kinds of jobs that are available and the types of skills 
that are required. Technological change can displace 
some workers from their jobs while it creates jobs 
for others. Technological change can lead to Cana-
da, or areas within Canada, becoming more or less 
productive and more or less successful economical-
ly. That can affect jobs and incomes. Technological 
change can affect the way we live our daily lives. It 
can affect the way we do banking, keep our records, 
and do our shopping. 

As one example, consider the incredible impact 
of the computer and, increasingly, hand-held devic-
es and tablets. Most people have ready access to 
a computer or computer-like device today – often in 
their pocket or purse. This has dramatic implications 

for things such as financial recordkeeping and plan-
ning. Many people are involved in online shopping 
and banking. Check-out lines at supermarkets are 
shorter due to computerized pricing. In some loca-
tions you can scan and bag your own items. Many 
cars have computers built in to tell you when they 
are experiencing problems or in need of servicing 
– or to tell you to fasten your seatbelt – or they can 
park themselves.

Technology is, however, much more than comput-
ers – and it is changing rapidly – and dramatically 
changing our world. To do the best we can, and 
to make the best decisions we can, we need to try 
and  keep abreast of technological change as it is 
affecting our communities, businesses, jobs, and 
lives –and as it might affect our financial decisions 
and actions. 
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Language and  
Communication Skills 
Handling money and financial matters requires a 
great deal of decision making. Decision making 
requires gathering information. It also involves com-
municating with others to get information you need 
and to make decisions – and set your goals. Many 
Canadians have some language or communication 
challenges. For example, their first language may 
not be English or French, they may have a learning 
disability, or they may have a lack of education. 

We are living, increasingly, in an information 
age. New opportunities arise. New mistakes can be 
made. Old ways change. New ways arise. Those 
who get ahead and succeed are often those who 
have been able to get new and relevant information 
and factor it into their decisions. If someone has dif-
ficulty acquiring, interpreting, or using new informa-
tion, he or she can be at a significant disadvantage. 
Therefore, if you have communication difficulties, try 
and take steps to improve your skills. If you are not 
able to get information you need, or ask questions 
that are important, this can affect your ability to 
make good decisions.

How have changes in technology 
affected your life over the last few 
years in terms of decisions and 
activities related to school, work at 
home, a job, banking, health care, 
planning vacations, entertainment, 
buying things and so on? 

How About You?

Even though you may not be 
a “tekkie,” try and keep up on 
technology and change. Look for 
ways that technology can help with 
your financial decisions and actions. 
Watch out for possible frauds and 
scams though. The Internet has 
increased the efforts of some people 
to take advantage of you. Never 
give out personal information when 
requested by an email.

Work on your communication skills. Even 
if they are pretty good, try and make them 
better. Good communication skills can 
help lead to good money decisions and 
outcomes. You want to be able to get 
information you need. You want to ask 
questions, and get good answers, before 
making money decisions.

Take Act ion. 

  Take Control!

Take Act ion. 

  Take Control!
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Prejudice
It is an unfortunate reality that prejudice tends to exist in every society 
to some degree. Prejudice can have an effect on an individual’s ability 
to get a job, access opportunities that are available, receive quality ser-
vice, impact one’s level of confidence and income potential, and so on. 
Prejudice is something that no one should have to face, but, unfortu-
nately, some experience it in their lives and in planning and implement-
ing their financial affairs. 

We have now looked at some of the factors, in addition to your 
values, that can have an influence on your life’s decisions and goals. 
There are other factors that you can probably think of – media, geo-
graphic location, various environments (home, school, work). You will 
have little control over some of these. Some you have complete control 
over. Try to be aware of how these and other factors can have an 
impact on you and your financial affairs and try to build a plan for your 
own success.

Throughout your life, you will face a continuous series of challenges, 
obstacles, opportunities, and decisions. You will make literally hun-
dreds of thousands, if not millions, of decisions over the course of your 
life. Many will have nothing to do with money. Many will. And, making 
effective decisions is a skill – a skill that is very important to handling 
and planning your financial affairs. Let’s turn our attention to this key 
skill and look at steps one can take to try and make a good decision.
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Try to be aware of how these and 

other factors can have an impact on 

you and your financial affairs and try 

to build a plan for your own success.
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Helping Others
If you stop and look around you almost anywhere 
you live, you will see that we do not live in a world of 
equality. For various reasons, some Canadians have 
more money than others. 

It is important to note that having more money 
does not mean one is happier. There are many Cana-
dians who enjoy life and are very happy while not hav-
ing as much money as others. Many things contribute 
to a happy life – and money is just one of them.

Differences in income arise for a whole host of 
reasons. Some people have acquired good educa-
tion and training and secured a good paying job. 
Some have taken the entrepreneurial route and cre-
ated a successful business of their own. Some have 
a special talent in sports or the arts and have been 
able to earn a good income from those who appreci-
ate – and are willing to pay for – their talent. 

However, there are no set factors that will deter-
mine what income one is able to earn. In the same 
way that there are many reasons why a person may 
be able to earn a high level of income, there are 
many reasons why others may not. It might appear 
that the outcome is not always fair for everyone. 
Perhaps someone did not have the opportunity to 
acquire an education or training to be able to secure 
a well-paying job. Perhaps someone has a disability 
or is struggling with an addiction. Mental illness 
can impact a person’s ability to secure and sustain 
employment. And, bad luck and misfortune can also 
come into play.

What are the happiest times you can 
recall in your life? What made those 
times so enjoyable?

How About You?

Do you know people who struggle 
to make ends meet? Perhaps this is 
a challenge in your home. Can you 
think of factors that contribute to 
the situation?

Think About I t

Do you have an interest in helping others? If so, explore your community for opportunities you 
may have to make the lives of others better.

Take Act ion. 

  Take Control!
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Helping Others

One of the things one can do with money, if one 
has sufficient money to do so, is to help others in 
need – those who may require help with food, hous-
ing, medical care, education, and so on. 

In the same way that nothing in our society sets 
the level of income a person will earn, nothing states 
that a person has to be compassionate and think 
about the needs of others. That is something that 
each individual person has to decide.

If you want to help others, there are many ways 
you can do so. Sharing some of your money, through 
a charity or other means, is one way. You can vol-
unteer your services. You can help as a mentor or 
tutor. You can assist with mobility and transportation 
challenges. You may have things you no longer need 
or use that you could give to others. You may come 
upon a situation or circumstance where you can 
take time to help. Helping others does not mean just 
helping with material things or money. Many lives 
can be impacted and turned around when others 
take the time to show they care, listen, talk, or pro-
vide comfort to people.

In summary, in building your future, and mapping 
out your course to a successful life, you will be chal-
lenged to make decisions along the way in terms of 
how you may wish to reach out and help others in 
need – financially or otherwise – with your time – 
and with your concern. 

When it comes to thinking about the needs of others,  
where would you place yourself on the scale of compassion:

How About You?

1 2 3 4 5

NOT VERY
COMPASSIONATE

VERY
COMPASSIONATECOMPASSIONATE

When you are creating a financial 
plan or budget, you might want to 
consider allocating some of your 
money to “Helping Others.”

$ Tip
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Module Summary

Say What? Possible New Terms!

1.	 Life cycle: the different general stages of life people 
commonly go through where circumstances, priorities, 
and goals change over time.

2.	 Tastes and preferences: our own individual likes and 
dislikes that can affect what we buy, what we do, what 
we eat, where we shop, what we wear, and so on. 

3.	 Inflation: a rise in the average price level of goods and 
services in the economy.

4.	 Exchange rate: the value of one country’s currency in 
terms of the currency of another country.

5.	 Employment insurance: a program which governments 
can use to help provide funds to people who become 
unemployed – if the person qualifies for the benefit.

Did It Stick? Can You Recall?

1.	 How can opportunities for a successful life be affected 
by the circumstances into which one is born – both 
positively and negatively?

2.	 What is meant by the “life cycle” and how can it have an 
impact on goals and financial planning?

3.	 What are five ways in which the economy can have 
an impact on a person’s goals – and their ability to 
achieve them?

4.	 How have changes in technology affected people’s 
actions and decisions when using money?

5.	 How can good communication and language skills 
affect a person’s chances of achieving financial success 
– however one might define “success”?

Thinkabout... or Discuss:

•	 How do you think the “opportunity playing field” can be 
made more level in Canada?

•	 What factors do you think have the biggest impact on the 
tastes and preferences that a person develops in life?

•	 Do you think peoples’ goals in life have changed over the 
last generation? If so, how and why?

•	 Do you think people have become too “materialistic” in 
terms of their goals? If so, what has led to this?

•	 To what extent do you think prejudice exists in Canada 
affecting some peoples’ chances of achieving their goals.

The following is often used as a 
guide to setting goals. Make sure 
they are “SMART.”

•	 Specific: Try and be as focused as 
possible in defining your goals.

•	 Measurable: What will you do to 
measure your success to know if you 
are achieving your goals?

•	 Achievable: Make sure they are 
realistic so that you have a reasonable 
chance at success.

•	 Relevant: Look for goals that fit with 
your values and what you think is 
important in life. 

•	 Time-bound: Consider the timelines 
for achieving your goals. Make sure 
they are realistic.

With any plan, though, revisit it. Make 
changes as changes occur in your life. 
And, have a flexible plan. If your plan is 
too rigid, you may not make changes 
that you need to in order to succeed.

On the Internet, you may want to 
search for the following:

•	 Life cycle

•	 Setting goals

•	 SMART goal setting

•	 “The Big Picture” – overview of the 
economy – CFEE

•	 Avoiding online scams

•	 Political parties in Canada

•	 Overcoming prejudice

•	 Technology and money

Tips & 
   Suggest ions

Tech Talk
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DECISION MAKING

$$ Steps for effective decision-making

L et’s begin our look at decision making with 
a challenge for you. Consider the following 
situation. 

How do you go about making 
decisions? Are you aware of any steps 
or process you use to try and make 
good decisions?

Think About I t

Module 4

How did you define the problem? Is the problem 
the sign? Does it have to be moved? Does it have to 
be made bigger? Brighter? 

Is the problem the motorists? Is better instruc-
tion in winter driving necessary? Does the speed 
limit have to be reduced? Does the area have to be 
policed for speeders? 

Is the problem the fact that there is ice on the 
road? Does the road have to be covered? How 
about a covered bridge? Does the ice have to be 
removed? Would salt do? Sand? How about heated 
water pipes under the road? 

There is a stretch of highway where 
ice is forming and causing accidents. 
A sign was set up last year to warn 
motorists, but it does not seem to have 
worked. Accidents are still occurring. 
Your task is to consider the problem 
and make a decision offering a 
possible solution. 

Is the problem that drivers shouldn’t be on that 
road in the first place in the winter? Should the road 
be closed? Should traffic be rerouted? Should an 
alternate road be recommended?

Hopefully this little exercise helps to make an 
important point. How we define a problem will make 
a big difference in how we try to fix the problem. 
Each of the different ways we could define the 
problem would lead to a different solution. In ad-
dition, the expense of the solution will vary greatly 
depending on how we define the problem. Building 
a cover over the road is a lot more expensive than 
trying to keep the road salted. A bigger sign is an in-
expensive solution. But the goal is to make a good 
decision – an effective decision – and an affordable 
decision. Therefore, when making any decision, it is 
very important to begin with a clear definition.

Let 's Discuss...
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Is there a problem or decision in your life now that you are trying to deal with?  
If so, how would you define the problem or challenge that you are facing?

Think About I t

STEP #1: Clearly define the problem. 

As an example for developing the steps to a good 
decision, let’s define your problem or challenge as:
What are you going to do after high school? 
[Note: if you have already completed high school, 
consider “What am I going to do after college, uni-
versity, or training program?”]

STEP #2: Establish your criteria  
        (what is important to you). 

Begin by identifying the factors that are most im-
portant to you as you consider what you will do after 
high school.

Many criteria could be important in making this 
decision. Which of those listed are most important 
to you? Are there other criteria that are important to 
you that aren’t listed here?

Pick the 3, 4, or 5 criteria that are most important 
to you in making this decision.

STEP #3: List your alternatives. 

Next, consider your options and possibilities. What 
could you do next year? Possibilities include: univer-
sity; college; training; apprenticeship; getting a job; 
travelling; taking a year off; internship; volunteering; 
starting a business; and so on.

Pick the 3 or 4 options that are of most interest 
to you.

You now have a list of criteria – what is important 
to you in making this decision – and a list of pos-
sible options or alternatives to consider. Your task 
now is to decide which option is best for you. 

Six Steps for Effective Decision Making
In building this model, we will draw upon a number of things such as 
your values, goals, tastes and preferences, and so on – so be ready.

•	 meet new people

•	 further your education in general

•	 further your education in a specific field of interest

•	 gain work experience

•	 determine what career options are available/
attractive to you

•	 have fun and enjoy yourself

•	 begin to establish a career

•	 develop more personal independence

•	 develop a specific skill/talent/trade

•	 be able to begin to earn an income

•	 improve self-confidence

•	 associate and join with friends

•	 consider what’s important to parents/guardians
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STEP #4: Evaluate the alternatives based on your criteria. 

To do that, put your five most important criteria across the top of a grid 
similar to that shown below. (Note that the criteria and alternatives 
shown are for illustration purposes only. Use those that you think are 
important.) Next, identify the four most attractive options and note 
each in one of the boxes on the left hand side of the grid. Again, those 
shown are for illustration purposes only. Use your own. Now it’s time 
for you to do some thinking – and scoring. 

Consider your first option. Think about it in terms of the criteria that 
you have identified – that is, what’s important to you? Go along and 
consider each criterion one at a time.

If there is a really good fit – that is, that option would really fit well 
in achieving that criterion – give it a +2. If it fits, but just somewhat, 
give it a +1. If there is no link, positive or negative, give it a 0. If there is 
somewhat of a bad fit – that is, it is somewhat against what you think is 
important – give it a -1. If there is a really bad fit, and it would go quite 
counter to what you think is important, give it a -2.

Complete the grid for each of your options putting a score for each 
under each criterion.

After you have completed this exercise, add up the total points 
assigned to each of your options. Now you probably hope your job is 
done – and your decision is clear. Well, it may be. But that may not 
be the case. This is a process to help you make a good decision. It 
doesn’t necessarily tell you what your decision should be.

SAMPLE GRID

Develop a 
Skill/Talent

1. Work

2. College

3. Internship

4. University

Meet 
New People

Have Fun
Explore 
Career 
Options

Gain 
Exposure

TOTAL 
POINTS
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Why is that? Why isn’t the option with the highest 
score the one you should select? The reason is 
because there is no real way of accurately measur-
ing the intensity of the feelings inside of you – how 
strongly you really feel about something. What this 
exercise does is force you to think about each op-
tion in relation to what is important to you. The num-
bers will give you some idea of what seems to be 
right for you and what isn’t. But, when all is said and 
done, you’ll have to look at each option and decide 
how strongly you feel about it. It may be that the op-
tion with the highest point total may drop to number 
two in terms of what you really want to do. Number 
three may move to the top. The process helps you to 
consider options, weigh options, think about things, 
and so on. It does not make the decision for you. It 
is up to you to make the decision. And, that brings 
us to Step #5. 

STEP #5: Make a decision. 

Once you have been through steps #1 to #4, it is 
time to make a decision. This is the step that people 
often want to delay or avoid altogether. It can be 
the hardest step of all because we often want “to 
know for sure.” We want to be “right” – and make a 
decision we know is best. But, quite frequently, that 
certain “right” answer won’t be there. You will have 
to make the decision – and it may be a hard deci-
sion. But, if you follow these steps, they should help 
you to make the best decision you can. But there is 
one more step.

STEP #6: Review the decision.  
        Learn from it if you can.

When you can, look back later and evaluate your 
decision. If necessary, and if possible, change 
the decision based on what you have learned or 
experienced. Some decisions, of course, you can’t 
change. If you decided to go to university, and 
you did, and it didn’t work out for you, and you 
were disappointed and wish that you had done 
something else – well, chalk that up to experience. 
The decision was made and the action was taken. 
But you can now factor that decision, and what 
you learned, into future decisions. But you will have 
used the available time, money, and other resources 
to go to university. They are not available now for 
another choice. 

Let’s summarize the steps in this six-step 
decision-making model: 

1.	 Clearly define the problem. 

2.	 Establish your criteria – what’s important to you. 

3.	 Identify your alternatives or options. 

4.	 Evaluate your alternatives based on your criteria. 

5.	 Make a decision. 

6.	 Review and evaluate your decision and alter it if you 
can – or learn from it. 

Making good decisions isn’t easy. It can often be 
challenging – with many things to consider.
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But one key factor to think about before making any 
final decision is “what is your opportunity cost?” 
This is something that we mentioned earlier – but 
it is important enough to note again. Your opportu-
nity cost is the next best alternative or option you 
are giving up in making this decision. What would 
be the trade-off you would be making – both today 
and possibly in the future? This is a key part of any 
important decision.

If, before you make a decision, you pause to con-
sider your opportunity cost and if it seems like an ac-
ceptable trade-off to you, then that can help you feel 
more confident that you are making a good decision.

There is another point we made earlier that is 
worth repeating here. Research has shown that 
“metacognition” – thinking about our thinking – prior 
to making a decision, is a very key step in making a 
good decision. Even for a brief moment, consider: 
why am I making this decision; what am I trading off; 
is it a necessary or needed decision; can I live easily 
with this decision?

Develop your own key questions to think about 
before making your important decisions. Then, when 
it’s time, take one minute to ask them of yourself – 
and answer them.

These, then, are suggestions for making good 
decisions for you:

•	 Follow the step-by-step process for important 
life decisions.

•	 Always consider your opportunity cost, possible 
trade-offs, and what you may be giving up (today and 
in the future) before making decisions.

•	 Take a moment to think about the thinking behind 
your decisions. Ask yourself a few key questions 
that help you to make good decisions. And, then 
answer them as honestly as you can before making 
the decision.

Decision-making is an important life skill. Make sure 
you do what you can to make the best decisions you 
can. The impact of some decisions can last a lifetime.

Making good decisions 

isn't easy. It can often be 

challenging – with many 

things to consider.
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Module Summary

Say What? Possible New Terms!

1.	 Intensity of feelings: how strongly you feel about 
something. This is hard to measure or put a number 
on. But it will be important in making decisions. 

2.	 Opportunity cost: the next best alternative given 
up, when you make a decision.

3.	 Metacognition: thinking about your thinking – 
and to pause and take time to think about what 
you are going to do – and any decision you are 
about to make.

Did It Stick? Can You Recall?

1.	 What is the important first step in making 
a decision?

2.	 What are the key steps you can take to try and make 
a good decision?

3.	 What are the important things to consider in trying to 
make a good decision?

Thinkabout... or Discuss:

•	 What are some of the best decisions you think 
you have made? What helped you to make 
good decisions?

•	 What bad or questionable decisions have you 
made? What factors led to those decisions?

•	 What factors tend to get in the way of making 
good decisions – in general and when it comes to 
money decisions?

•	 Don’t hesitate to seek out help with 
your decisions – but be careful and 
selective about your sources of help.

•	 Be cautious in using the Internet when 
getting information to help make de-
cisions. Make sure the information is 
accurate and from a reliable source.

•	 Many people seek help and advice 
from friends and family members 
when making money decisions. Be 
cautious of this – especially if they 
don’t have the background, training, 
or experience that can help. 

•	 When making some money deci-
sions, you can seek advice from 
trained and qualified professionals.  
It may cost money to get good advice 
– but it may be worth it. Some money 
decisions are quite complex. But, if 
you do seek advice, make sure the 
person is trained and qualified. 

On the internet, you may want to 
search for the following:

•	 Decision-making

•	 Making good money decisions

•	 Making good decisions

•	 Opportunity cost

•	 Making good consumer decisions

•	 Metacognition

•	 Making good saving decisions

•	 Finding good financial advice

Tips & 
   Suggest ions

Tech Talk
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GETTING AND  
EARNING MONEY

Part 2
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SOURCES OF INCOME

$$ Employment income: Working for others  
•  Wages and salaries   
•  Benefits

$$ Self-Employment – Working for Yourself

$$ Deductions from your paycheque

$$ Investment income 
•  Capital gains 
•  Interest 
•  Inheritance 
•  Government Transfers 
•  Lotteries and Gambling

W e will all make a great many “mon-
ey decisions” over the course of 
our lives. We will make decisions 

about earning money, spending, saving, 
borrowing, investing, and donating. The first 
challenge, before making decisions about 
how to use money is, of course, to find ways 
to earn money.

Obtaining money is a task most of us 
wish was easier than it is. However, even 
with modest incomes, most people will 
earn at least one to two million dollars over 
the course of their lifetime. That’s a lot of 
money – and a lot of money decisions.  

Regardless of how much money you 
make, or will earn, it is important to make 
good money decisions – and to know how 
to manage money. Some say that it is only 
people with lots of money who have to learn 
to manage it. The fact is, it’s probably more 
important if you don’t have lots of money. 
You’ll want to get the most from the money 
you have.

Most of the money you will get in your 
lifetime will likely come from your hard work 
and labour. There are certainly other ways to 
earn money. But most will likely come from 
wages and salaries you earn by working 
for an employer – or from money you make 
working for yourself as an entrepreneur.

Module 5

Let 's Discuss...
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If a person makes an average of 
$30,000 a year, and works from age 
25 to 65, that will add up to $1.2 
million in lifetime earnings. 
An average of $50,000 a year would 
add up to $2 million. What do you 
hope to earn as an average income? 
How much would that mean you 
would make in your lifetime?

Think About I t

Are you a possible entrepreneur? Do 
you hope to “be your own boss?” It 
takes a lot of work – and some risks – 
but many people hope to set up their 
own business some day. What is your 
interest in being an entrepreneur?

How About You?

1 2 3 4 5

NO INTEREST VERY INTERESTED

If you hope to become “financially independent” some day – and not have to work to earn the 
income you need – start to plan for that as soon as you can. As an example, if you saved $50 a 
month, starting at age 20, and earned 3% average on your savings, by age 65 you would have 
over $56,000 from your $50 a month in savings. That’s how savings can build over time with 
“compound interest.”

Take Act ion. 

  Take Control!

Later in life, things may change in terms of your in-
come. You may be able to plan and save your money 
to get to a point where you don’t need to work for 
the income you require to enjoy life. You may save 
enough to retire and live on money you make from 
sources such as pensions, savings, and investments.

You may not be thinking much about those later 
years right now. It’s hard to think about “retirement” 
in your teens and twenties. But if you think about 
retirement, not as getting old and leaving work at an 
age like 65, but getting to where “you can do what 
you want,” that can make a difference.

You may want to plan to get to where you can de-
cide whether to work or not work – and work at what 
you want  – before getting to age 65. Reaching 
“financial independence” is something most people 
hope to achieve. Financial independence, in general, 
is when you don’t have to rely on others for the in-
come you need. That is, you aren’t financially depen-
dent on your parents/guardians – or on government. 
But it can also mean that you are not dependent 
on income from work. You can do what you want – 
work or not work. It isn’t easy getting to that point 
for most people. And, if it is something you hope for, 
the earlier you start planning, the better.
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At what age would you hope to be “financially 
independent?” How much money do you think you 
would have to earn from your savings, investments, 
etc., in a year, to be financially independent? How 
might you start to plan to achieve that goal?

How About You?

Making enough money to enjoy life is 
a challenge for almost everyone. Let’s 
take a look at the different sources of 
income you may be able to acquire.

Employment Income: Working for Others

Wages and Salaries

Most of us will earn income by working for others 
– a company, a government, a not-for-profit organi-
zation, and so on. Through education, training, and 
experience, people aim to develop a particular talent 
or skill while, at the same time, developing general 
“employability skills” (see the chart at the end of the 
module) and “enterprising skills” (see the module on 
entrepreneurship). 

Employability skills are those general skills that 
can help you get, and keep, a job. Enterprising 
skills can be developed and applied by anyone – 
whether they work for others or themselves. Such 
skills include being able to identify opportunities for 
improvement, taking the lead and initiative, being 
creative, being a team leader, etc. Such skills are 
often attractive to an employer.

Equipped with education, training, skills, and the 
“right attitudes,” the aim for most people is to get as 
good a job as they can. And people differ in what 
they see as a “good job.” Some might want to get 
the highest wage or salary they can (a wage is paid 
hourly whereas a salary is paid on the basis of one 
year’s work). Some might want to work with others 
– helping people. Some may want to work outdoors. 
Some may want a job that involves travel.

If you hope to be a leader in the 
workplace, it can help to develop 
your enterprising skills. Enterprising 
people often get recognized for their 
ideas, initiative, team-building and 
team-leading skills, etc. Enterprising 
skills can help a person achieve 
leadership goals.

Take Act ion. 

  Take Control!

How could you use the decision-
making steps to make a decision 
about the kind of job you would like 
to get?

Think About I t
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WHAT ARE THE THINGS THAT WILL BE MOST IMPORTANT  
TO YOU IN YOUR JOB? 

The following are some possibilities. There may be other 
things important to you too.

•	 Level of income

•	 Work environment

•	 Work as part of a team

•	 Opportunities to be creative

•	 Benefits (health, dental, pension)

•	 Helping others

•	 Learn and develop a skill/trade or expertise

•	 Work outdoors

•	 Travel

•	 Work in a profession

•	 Apply a talent you have (athlete, musician, etc.)

•	 Work in a particular industry (technology, entertainment, finance...)

How About You?

When we decide to look for work, we enter into the 
“labour market.” Here, you will encounter the forces 
of “supply” and “demand” that, along with other 
influences, will affect the wage or salary paid for 
different kinds of work.

In any market – for goods, services, labour, 
stocks, bonds, etc. – there will be both sellers and 
buyers. In the case of the labour market, a person 
offering his/her services in return for an income is 
part of the “supply.” You, for example, would be the 
“seller” of your labour services as you look for a job. 
Employers looking to hire people and pay a wage or 
salary in return for labour represent the “demand.” 
They are the “buyers” of labour services. 

In general, the higher the level of demand for a 
particular occupation or skill, compared with the 

supply, the higher the wage or salary will be. There-
fore, you would ideally want to be looking for work 
in an area where there is, or will be, a relatively high 
level of demand compared with supply. 

This is a challenge young people face when they 
are planning their education, training, and career. 
For example, as you are in your last stages of high 
school, you may do research and find there seems 
to be a high level of demand for teachers. It looks to 
you like the chances of getting a teaching job might 
be quite good.

But the challenge is to look beyond the situation 
today. You have to look ahead to when you will be 
a teacher – and looking for a job. What are the job 
prospects like in four or five years? Will there still be 
a high level of demand for teachers then?
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What are some of the jobs 
that you think are “in demand” 
today? What jobs may increase 
in demand in the future? For 
what jobs today might there be a 
decline in demand in the future?

Think About I tIt is important to consider the labour market condi-
tions for occupations that interest you – both today 
and in the future. You can do this by researching 
some of the “labour market information” (LMI) that 
is available on the Internet. The federal government, 
provincial governments, business associations, 
professional associations, and others will often 
have LMI available. Governments and employers are 
anxious to help young people know about labour 
conditions – and which occupations are going to be 
needing workers.

Today, Canada has a skilled labour shortage – and 
the shortages will likely increase in the future. Many 
jobs requiring the skilled trades go unfilled. Many 
young people could do well if they went into the 
skilled trades and apprenticeship programs.

In addition, the “post war baby boom” is reaching 
retirement age. There will be a large number of jobs 
opening up – that is, if the “baby boomers” have 
done their planning and are able to retire. 

Therefore, there should be some good job op-
portunities available for today’s youth. The key is to 
do your homework, learn about where job opportuni-
ties are (and will be) and factor this information into 
your career planning.

But there is something else that is very important 
to consider. Research has shown that one of the 
most important keys to career success is “passion” 
– doing what you love to do. So if there is something 
you love to do – something for which you have a 
passion – don’t be afraid to go with your heart. If 
you have always wanted to be a teacher – and the 
LMI you find shows demand may not be strong – or 
the supply may be high – don’t let that stop you. If 
you love it, want to do it, and have a passion for it – 
go for it. The chances are you will be good at it, will 
find a job, and will be happy in your work.

Try and use available “LMI” to help 
you pick the occupation, profession, 
or trade that is of most interest to 
you. There is lots of information that 
you will be able to find about different 
occupations and careers – and what 
the job prospects are likely to be in 
the future. Use it to help you decide.

Take Act ion. 

  Take Control!

Is there a particular kind of work for 
which you have a passion? Do you 
have an interest or hobby that you 
could turn into a career?

How About You?
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Factors That Can Influence Job Prospects – and Your Wage or Salary 

•	 the level of education, training, and experience that 
is required to do a particular job – and the level you 
have acquired

•	 the number of others who have similar or better skills 
who can compete with you for a job 

•	 how good you are at what you do 

•	 how long you have been working – your experience, 
your “seniority” 

•	 your work habits, reliability, dependability, 
perseverance

•	 the state of the economy and whether businesses 
are growing or struggling

What are some of the factors 
that would likely influence the 
job opportunities and salary of a 
professional hockey player, a dentist, 
an actor, an electrician, a computer 
programmer, or a journalist?

Think About I t

In addition to supply and demand, there are other 
factors that can also influence job opportunities and 
wages and salaries. Let’s take a look at these. 

There are, of course, other factors that can affect 
job opportunities and incomes. For example, in many 
cases women are still paid at lower levels than their 
male counterparts. There may also be discrimination 
on the basis of age, race, or colour. Authorities, in 
many cases, are trying to prevent situations of wage 
discrimination based on sex, age, race, and colour. 
But some cases of inequity and workplace prejudice 
still exist and pose challenges to some. 

•	 government legislation such as setting levels for the 
“minimum wage”  

•	 the impact of unions on the wages that are 
negotiated for certain jobs

•	 the region in which you live and work and the labour 
market conditions in that region 

•	 the profitability and success of the particular 
company or organization for which you work 

•	 luck and chance – do you happen to be at the right 
place at the right time or the wrong place at the 
wrong time? There are a great many careers that 
were a result of “happenstance” or  “serendipity” 
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Other Benefits from Employers

When you work as an employee for a company, 
other benefits may be provided in addition to your 
wage or salary. It is certainly not the case that all 
companies offer attractive benefits packages. Ben-
efits packages vary a great deal from company to 
company, industry to industry, and even occupation 
to occupation. Since they can be quite significant, 
you should ask about the benefits that may be 
available to you from a particular occupation – or a 
particular employer. 

The possible benefits that may be available from 
an employer can include the following: 

•	 paid vacation holidays 

•	 paid sick days 

•	 paid provincial government medical premiums 
(covering your health insurance) 

•	 extended health care insurance 

•	 disability income insurance (short-term and  
long-term) – which can provide some income if you 
become ill or disabled

•	 life insurance 

•	 dental insurance 

•	 profit sharing (employees receive a share of the 
company’s profits) 

•	 payroll savings plan (convenient plan to help you 
build up savings) 

•	 stock option purchase (become a part owner of 
the company through owning some shares in the 
company) 

•	 registered pension plan (to help build a  
retirement fund) 

•	 group registered retirement savings plan 

•	 educational expense reimbursement (to cover costs 
of additional education and training) 

•	 provision of an automobile or funds for travel 
expenses 

•	 benefits for a spouse 

•	 access to financial advice 

•	 company pension program

We should say a little more about this last point.  
It is becoming less common for companies to 
provide a pension for employees. It is more common 
to encourage employees to set up a “Registered 
Retirement Savings Plan” – and the employer may 
make a contribution to the plan. For example, the 
employer may match your contribution to your RRSP 
up to a certain maximum amount. Or the employer 
may contribute the equivalent of 5% of your salary 
to your RRSP. There are different kinds of plans 
and possibilities. Make sure you ask your employer 
about this.

In addition, if the company does offer a pension 
plan, it is more likely to be a “defined contribution 
plan.” In the past, some companies offered “defined 
benefit plans.” These latter plans set an amount that 
you would receive monthly or yearly when you retire. 
Few companies offer these plans any more.

For a “defined contribution plan,” the company tells 
you how much it will contribute to your plan – not 
how much you will receive when you retire. How 
much you will receive will depend on how the money 
in the plan is invested – and how well those invest-

Find information online, from a 
financial institution, or a family 
member, about RRSPS and RESPS. 
These may be of interest to you in 
saving for education or retirement.

Learn About
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Calculate the approximate income 
you have received in your life so far. 
Consider the following sources from 
which you may have received money.

•	 Allowances

•	 Investment Income 

•	 Gifts	

•	 Employment Income

•	 Business Income 

•	 Awards

•	 Inheritances

How About You?
ments perform. Most Canadians have to take more 
responsibility for planning for their retirement than 
they used to. Planning and money management 
skills are becoming more and more important. You 
will probably be involved in many, if not all, of the de-
cisions about how your savings will be invested. As 
with any investment, you can make money – or lose 
money. Planning for retirement is a major responsi-
bility and challenge for most Canadians.

Now, at a young age, you may not be thinking 
much about retirement – but try and give it some 
thought.  When you start working, or if you are work-
ing, company benefits may help a lot. And the earlier 
you start to build up savings, the more likely you will 
be able to enjoy your retirement when you get there.

Self-Employment: Working For Yourself
In another module, we explore working for yourself 
and being an entrepreneur. An entrepreneur is 
someone who, in order to accomplish his/her goals, 
sets up and operates a venture. In many cases, this 
means starting a business. There are thousands 
of Canadians who have set up and run their own 
businesses. It is an attractive option for those who 
can make it work. But a great deal of thought and 
planning must go into setting up a business – and a 
lot of hard work is required once it is up and run-
ning. So it’s not for everyone. 

If you set up a business, and run it successfully, 
your reward is “profit.” Your profit is what is left over 
after you add up all your revenue from sales and sub-
tract all of your costs to run the business. If that final 
total comes out positive, you earn an income – profit. 
If it comes out negative, you have a loss. That is why 
there is risk involved in being an entrepreneur.

Most of today’s large companies started out 
small and were started by one or more entrepre-
neurs. Over time, though, as a business grows and 
requires more money for expansion and improve-

ment, the original entrepreneur(s) may sell shares 
of ownership to raise the additional funds needed 
for growth. Eventually, the original entrepreneur(s) 
may sell all of his/her/their shares of ownership. In 
this way, large companies often become owned by a 
large number of shareholders. 

Shareholders are people who invest part of their 
financial resources in shares of the company. As 
shareholders, they receive a share of profits – called 
dividends. Each shareholder receives a share of the 
profits of the company or corporation according to 
the number of shares owned. If the company is a 
“publicly traded company,” shareholders can buy 
and sell their shares on the stock exchange. More 
on that in a moment.

You may someday set up and operate your own 
business – or you may already have done so. If the 
company makes a profit, you earn an income. If you 
have other shareholders, and share your profits with 
them, they will earn dividends. So “profit” and “divi-
dends” are two other forms of income.
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Go online to a newspaper, or pick up a copy, that provides information on stock prices. 
Learn how to read the stock table. Select a single stock and calculate how much you would 
have to pay (without any fees) to purchase 100 shares of that stock today. Follow the price 
of the stock on a daily or weekly basis for the period of a month. At the end of the month, 
determine the value of the 100 shares of this stock if you were to sell them. Would you have 
gained or lost money?

The “get smarter about money” web site of the investor education fund has a lot of great 
information about investing, saving, and banking. Check it out at 
http://www.getsmarteraboutmoney.ca/en/pages/default.aspx

Learn About

Learn About

Investment Income

Capital Gains

In addition to a share of the profits that you can earn 
from investing in a company (paid as dividends), you 
can also earn income in another way. If a company’s 
shares are publicly traded, you can buy shares on 
the “stock exchange.” An owner of shares (“stock”) 
of a publicly traded company can sell their shares 
through a stock exchange – such as the Toronto 
Stock Exchange. There are many stock exchanges 
around the world – in New York, London, Paris, 
Tokyo, etc.

There are different ways to explore buying shares 
– such as working with a “broker” or “advisor“ who 
works with you and provides advice, or making your 
own decisions and working with a company that 
serves as an online broker enabling you to buy and 
sell stock from your account, and so on.

If you buy shares of a company on the stock 
exchange at $10 a share and sell those shares later 
at $12 a share, the difference is referred to as a 
“capital gain.” This can occur with any investment 
(for example, bonds, real estate, mutual funds, art), 
not just investments in the shares of a business.  

Capital gains are earned any time you take owner-
ship of an asset (something of value) for a period of 
time and then sell that asset later at a higher price. 

As you probably know, though, you can buy an 
asset – stock, bond, etc. – at one price and then find 
its price falls. In that case, you have a “capital loss” 
rather than a “capital gain.“ In some cases, the gains 
– or losses – can be quite large. That is why there 
are professionals in the different financial areas to 
provide help and advice. You would need to pay fees 
for their services. There are professionals who can 
provide help and advice with buying and selling real 
estate, stocks, bonds, mutual funds, RRSPs, RESPs, 
and so on. You will have to decide, when/if the time 
comes, as to whether you want or need professional 
advice. If you get help, make sure the person you 
work with is trained and qualified to help you with the 
investments you are planning to make.

Therefore, buying an asset at one price and 
selling it at a higher price to make a capital gain is 
another way of getting income.
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Interest

Interest is another form of income. Interest is the 
income you receive when you provide someone 
with use of your money for a particular period of 
time – e.g., a loan. That time period may range from 
a matter of days to years. As an example, you may 
provide funds to a bank by depositing your savings 
there. The bank pays you interest while they hold 
on to your money. Why? Because the bank will 
lend a good portion of your money out to others 
who are looking to borrow money from the bank – 
for a home, a car, a consolidation loan, etc. Those 
borrowers will then pay interest to the bank. Don’t 
worry, banks and other financial institutions keep 
enough money on hand to give you back your money 
if and when you need it. Depositors’ insurance, pro-
vided by the Canadian Deposit Insurance Company 
(CDIC), also helps protect depositors’ money, up to 
a certain limit, should a bank ever get into difficulty. 

The banks earn an income on the “spread” – the 
difference between the interest they pay to savers 
and the interest they charge to borrowers. They also 
earn income in other ways too – such as fees. 

Tax-free savings accounts (TFSAS): 
these can be a good way for young 
people to save money. The money 
you can make from interest and 
capital gains in a TFSA is tax-
free. Check out TFSAS. They are 
becoming very popular.

Next time you are in a financial 
institution, look for the posted 
interest rates. Examine the interest 
rates. How do the rates offered 
to savers compare with the rates 
charged to borrowers? Why do they 
differ? Are different interest rates 
available to savers? If so, why do 
these differences exist? Are there 
different interest rates for different 
kinds of loans?

Learn About

Learn About

You may also lend money to a company or gov-
ernment by buying “bonds” that they issue (sell). 
Bonds are like an I.O.U. If a government or compa-
ny wants to raise money by borrowing rather than 
selling shares of ownership, they can sell bonds to 
borrow money over a certain period of time (e.g., 
10 years). They will pay a certain amount of interest 
(e.g., 4%) to the bond holders. Bonds can change 
hands after they are issued and before they “ma-
ture.” A bond will have a maturity date when the 
amount borrowed will be paid back to whomever 
owns the bond on that date.  For example, you can 
buy and sell bonds just like stocks – but in the bond 
market rather than the stock market.

You can also lend a government money by buy-
ing Treasury Bills, which is the way the government 
borrows funds for periods of less than a year (they 
use bonds to borrow funds for periods of more than 
one year). 

Interest, then, is the income you earn by deposit-
ing your money in an institution, and lending money 
to others, for a period of time. 
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Inheritance
At some point in their lives, many Canadians receive 
inheritances. An inheritance is money or something 
of value you receive from the estate of someone who 
dies. At times, these amounts can be quite large 
because they may come from parents or guardians or 
other relatives who have spent an entire lifetime build-
ing up their savings, assets, investments, and so on. 

For many Canadians, it is becoming harder to 
hold on to assets and pass them on to the next 
generation. More and more Canadians are having to 
use up their savings, or large portions of their sav-
ings, during their retirement. With fewer pensions 
available, as people live longer, and as many people 
require care in their elder years (in some cases very 
expensive care), savings can be used up.

When a person dies, what they leave behind in 
terms of money and other assets is referred to as 
their “estate.” If the person made a wise money de-
cision, he/she will have prepared a legal will, usually 
with a lawyer, indicating what is to be done with the 
estate. Their estate may be divided among a number 
of people. Each person that receives something 
from the estate is a “benefactor.”

The will usually indicates one or more people to 
be the “executors” of the will. That is, that person, or 
persons, has the responsibility for making sure the 
requests made in the will are carried out properly. 
This is a significant responsibility. If you are ever 
asked to be an executor, make sure you learn about 
all that is involved.

Inheritances can often be in the form of assets, 
rather than money – assets such as houses, cars, 
cottages, and furniture. These may be passed on to 
others – or, may be sold for money. Sometimes things 
can get quite complicated if some family members 
want to sell an asset (e.g., cottage) but others want 
to keep it. It can often help if such decisions can be 
made before the person dies so that there are no 
serious conflicts or disagreements afterwards.

Although it is difficult to factor any income you 
may receive from inheritances into your financial 
planning, it is a form of income that affects many 
peoples’ lives. 

At some point in their lives, 

many Canadians receive 

inheritance. 
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Government Transfers
Many government programs provide money or goods 
and services. The Child tax benefit is an example 
of a government transfer paid to many parents with 
children under age 18. There are other government 
transfers, such as welfare, that go to those who are in 
particular need and who are able to provide evidence 
to the government that they are in need of financial 
assistance. Governments also provide employment 
insurance to help with income if a person becomes 
unemployed. Workers and employers contribute to 
Employment Insurance and if a person becomes 
unemployed, that person has to qualify for payments. 

Governments will also subsidize (pay part of the 
cost of) such things as education and health care. 
This helps to lower the costs for people who qualify. 

It is, however, important to note that income or 
goods and services that are received from govern-
ment do not fall mystically out of the air. Canadian 
taxpayers pay for those programs through the 
money that they pay in taxes. Taxes are something 
you probably already know a lot about (because you 
already pay them – e.g., provincial sales tax and/
or federal sales tax) and will likely learn a lot more 
about them in the future. 

So money and benefits received from govern-
ment are another possible source of income.

Lotteries and Gambling
Good luck if you try! There are more and more 
opportunities, it seems, to gamble. Lottery tickets 
can be bought in many places. Slot machines, video 
lottery terminals (VLTs), and casinos seem to be 
popping up all over the place.

One thing to keep in mind is that they wouldn’t 
be so popular if they didn’t bring in lots of money. 
If they make a lot of money, that means a lot more 
people lose than win. The odds are usually against 
you winning – sometimes very much so.

So be very careful of gambling to try and make 
money. The risks favour losing rather than winning. 
And, there is the added risk of “addiction.” There 
are people who lose thousands of dollars, tens of 
thousands of dollars, and even life savings by getting 
hooked on gambling. If you ever gamble for fun, 
make sure it is for fun. There are better ways – and 
less risky ways – of making money than by gambling.

Do you know people who have trouble 
with gambling? Do you think you may 
have a problem with gambling? If so, 
check out the web site of gamblers 
anonymous
http://www.gamblersanonymous.org

There are many sources of help for 
those with gambling problems.

How About You?

These, then, are ways to get money. The most com-
mon ones for young people are usually income from 
employment and self-employment. Career planning 
and decisions will help chart a course towards jobs 
and future income. Let’s look more closely into career 
planning. We’ll then look at the self-employment 
option – and being an entrepreneur. 
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Understanding Deductions from 
Your Pay-cheque

For most people, it is a bit of a shock when they receive their 
first pay-cheque. They look at it and see all kinds of deductions 
from their “Gross Pay” reducing the amount of their final “Net 
Pay” – that is, what you actually get to take to the financial insti-
tution for deposit. What is the money that is being subtracted?

•	 Income Tax: Your employer will be obligated to withhold, and 
submit to the government, the amount of federal and provincial 
income tax that you are likely to owe at the end of the year. 

•	 CPP or Canada Pension Plan: If you work, and contribute 
over the course of your working life to the Canada Pension Plan, 
you will be able to draw an annual pension from the government 
when you retire. You can start to collect the CPP pension when 
you’re 60 at the earliest or defer taking the pension until you’re 
70 at the latest. The amount of your CPP retirement pension 
you receive will depend on how much and how long you have 
contributed to the plan over the years. 

Be aware that the pension received is not an amount that is 
likely to support a majority of the retired Canadians at the life-
style they have become accustomed to. The maximum amount 
that a person could receive from the Canada Pension Plan in 
2018 was about $13,600 if CPP was taken as of age 65.

•	 EI or Employment Insurance: This is an amount deducted 
from a pay-cheque that is available to provide support for Cana-
dians who become unemployed through no fault of their own. It 
is something that you might benefit from some day – but most 
Canadians would hope they do not need it. But it is a program 
that exists to provide help to those who become unemployed, 
and those who are working contribute to the program as a sort 
of insurance in the event they lose their job. 

•	 Group Insurance Programs: Many companies will have 
group insurance plans to cover things like health, life, and dental 
payments. If you are eligible for these benefits, you will likely pay 
towards the cost of providing them. This is often a shared cost 
between the employer and the employee. Such benefits can be 
important and should not be overlooked when considering em-
ployment opportunities and negotiating employment agreements 
and contracts. 

When you are young, 
thinking about 
retirement is not a 
common thing to do. 
But, if you can, take five 
minutes to just think 
about the kind of life 
you would like to live 
when you eventually 
retire – and the level of 
income you may need 
to live that life. How are 
you going to get that 
level of income?

Think About I t
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•	 Company Savings Plans: The common rule in managing money is to 
pay yourself first, if you can. That is, put some savings aside and then 
spend the rest rather than spending and then hoping you have some 
money left for saving. Saving before spending can be challenging for 
some. One way to save is to set up an automatic savings plan. That is, 
an amount will be deducted each month and deposited into a savings 
instrument as soon as you receive your pay. It is a way of having “forced 
savings” – that is, you set it up with your employer at the outset and 
each month the savings portion is looked after automatically before 
you can spend it. Sometimes the company matches a portion of the 
savings you put away. Such arrangements may be able to help you save 
for retirement.

•	 RRSP – Registered Retirement Savings Plan: One way of building 
up savings for your retirement is to open an RRSP and start depositing 
funds to the RRSP at a young age. This enables the savings in the plan 
to grow over time so that you can hopefully reach the level of savings 
that you need or want for retirement. Some companies will provide you 
with an opportunity to have funds deposited automatically to an RRSP. 
Some companies will actually contribute to the RRSP as well on behalf 
of its employees. 

So there you go. These are some of the deductions that you may see 
on your pay-cheque. It is important that you understand what makes 
up the difference between your gross and net pay each month. Note 
that some of these deductions can provide you with benefits and some 
allow you to save over time for your use in the future. Understanding 
the benefits that are available and how the savings programs work may 
allow you to maximize the personal value that you can get from partici-
pating in the various programs offered by your employer. 

Don’t overlook or ignore insurance. You likely will work hard to obtain things you want in life 
– car, home, boat, etc. You also want to protect your health and well-being – as well as those 
who may depend on you. Don’t be caught unprepared or unprotected. Avoid buying too much 
insurance but aim to have enough so that you have peace of mind. 

$ Tip
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Module Summary

Say What? Possible New Terms!

1.	 Financial independence: having access to 
enough income to enjoy life without having to work 
if you do not wish to do so. You are not reliant on 
others for the money you need to live.

2.	 Compound interest: when savings earn interest, 
and the interest is added to the savings, this enables 
the savings to grow and earn more interest. Over the 
years more and more interest is added and this helps 
to build up the value of savings.

3.	 Wage: the hourly rate paid to a worker.

4.	 Salary: the annual amount paid to a worker.

5.	 Stocks or shares: represent part ownership in a 
company. “Shareholders” will receive a share of 
company profits based on the number of shares 
they own – if the company makes a profit and prof-
its are distributed.

6.	 Bond: a way in which governments and companies 
can borrow money. A bond can be sold for a period 
of time and bondholders will be paid a set amount 
of interest. On the maturity date, the money will be 
repaid to the bondholder.

7.	 Minimum wage: the lowest wage that an employer 
can legally pay an employee.

8.	 Disability insurance: protection you can buy to 
provide an income in the event of a long-term illness 
or disability.

9.	 Registered Retirement Savings Plan (RRSP): 
a means of saving for retirement. Money deposited 
each year is tax deductible up to a certain maximum. 
Money is taxed when it is taken out of an RRSP.

10.	 Registered Education Savings Plan (RESP): 
a means to save for children’s education. Money 
deposited to the plan is not tax-deductible.

11.	 Defined benefit pension plan: a pension plan 
where the provider (company, government, etc.) 
commits to providing a certain amount of income 
each year when the employee retires.

12.	 Defined contribution pension plan: a pension 
plan where the provider commits to contributing a 
certain amount each year to the plan. There is no 
commitment to an annual payment in retirement.

Thinkabout... or Discuss:

•	 How can you determine if you are a prospective 
entrepreneur?

•	 How feasible is it to achieve “financial indepen-
dence” today? What are the keys to being able to 
achieve financial independence?

•	 What are some of the jobs/occupations where 
demand is likely to increase over the next decade? 
Decrease?

•	 How can young people get the best guidance and 
advice in making education, training, and career 
decisions?

•	 Why aren’t more young people going into skilled 
trades where there are jobs and good incomes?

•	 Is it true that more and more young people aim to 
live the lives they lived with their parents/guardians 
as soon as they leave home? Why? What are the 
consequences of this?

•	 What factors are leading young people to take on 
more debt at younger ages these days?

13.	 Capital gain: is earned when an asset is bought at 
one price and sold at a higher price.

14.	 Dividends: the shares of a company’s profits that 
are given to shareholders.

15.	 Stock exchange: where buyers and sellers come 
together (not physically) to buy and sell stocks with 
the help of stockbrokers.

16.	 Broker (or stock broker): a person trained and 
licensed to buy and sell stocks.

17.	 Estate: the money and assets left by a person 
upon death.

18.	 Benefactor: a person who receives money or 
assets, as indicated by a will, from someone who 
has died.

19.	 Executor: the person or persons responsible for 
seeing that an estate is settled according to a will.
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Did It Stick? Can You Recall?

1.	 What are the different possible sources of income?

2.	 What are the different ways of looking at retirement?

3.	 What is the difference between (a) wage, (b) salary, 
and (c) benefits?

4.	 Why is Canada experiencing a skilled 
labour shortage?

5.	 What are the things most important to you as you 
consider your career and the kind of jobs you want?

6.	 How can the forces of demand and supply affect job 
opportunities and wages and salaries?

7.	 What is “LMI”?

In addition to the education and training you receive, work on developing your employability skills – 
the skills you need to enter, stay in, and progress in the world of work – whether you work on your 
own or as part of a team.

Tech Talk

EMPLOYABILITY SKILLS

Communicate

•	 Read and understand 
information presented in a 
variety of forms (e.g., words, 
graphs, charts, diagrams). 

•	 Write and speak so others 
pay attention and understand. 

•	 Listen and ask questions to 
understand and appreciate 
the points of view of others. 

•	 Share information using 
a range of information 
and communications 
technologies (e.g., voice, 
e-mail, computers). 

•	 Use relevant scientific, 
technological, and 
mathematical knowledge 
and skills to explain or 
clarify ideas. 

Manage Information

•	 Locate, gather, and 
organize information using 
appropriate technology and 
information systems.

•	 Access, analyze, and apply 
knowledge and skills from 
various disciplines (e.g., the 
arts, languages, science, 
technology, mathematics, 
social sciences, and 
the humanities). 

Use Numbers

•	 Decide what needs to be 
measured or calculated. 

•	 Observe and record data 
using appropriate methods, 
tools, and technology. 

•	 Make estimates and 
verify calculations. 

Think And Solve Problems

•	 Assess situations and identify 
problems. 

•	 Seek different points of view 
and evaluate them based 
on facts. 

•	 Recognize the human, 
interpersonal, technical, 
scientific, and mathematical 
dimensions of a problem. 

•	 Identify the root cause of 
a problem. 

•	 Be creative and innovative in 
exploring possible solutions. 

•	 Readily use science, 
technology, and mathematics 
as ways to think, gain, 
and share knowledge, 
solve problems, and 
make decisions. 

8.	 What are some of the factors that affect your 
job prospects?

9.	 What are some of the “benefits” you might be able to 
receive from an employer?

10.	 Why is it becoming more challenging for Canadians 
to be able to save for retirement?

11.	 What kinds of income can be made 
from investments?

12.	 Why are opportunities to gamble becoming more 
and more common?
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•	 Evaluate solutions to 
make recommendations 
or decisions. 

•	 Implement solutions. 

•	 Check to see if a 
solution works, and 
act on opportunities 
for improvement. 

Demonstrate Positive 
Attitudes  
And Behaviours

•	 Feel good about yourself and 
be confident. 

•	 Deal with people, problems, 
and situations with honesty, 
integrity, and personal ethics.

•	 Recognize your own and 
other people’s good efforts. 

•	 Take care of your 
personal health. 

•	 Show interest, initiative, 
and effort. 

Be Responsible

•	 Set goals and priorities 
balancing work and 
personal life.

•	 Plan and manage time, 
money, and other resources 
to achieve goals. 

•	 Assess, weigh, and 
manage risk. 

•	 Be accountable for your 
actions and the actions of 
your group. 

•	 Be socially responsible and 
contribute to your community. 

Be Adaptable

•	 Work independently or as 
part of a team.

•	 Carry out multiple tasks 
or projects.

•	 Be innovative and resourceful: 
identify and suggest 

alternative ways to achieve 
goals and get the job done. 

•	 Be open and respond 
constructively to change. 

•	 Learn from your mistakes and 
accept feedback. 

•	 Cope with uncertainty. 

Learn Continuously

•	 Be willing to continuously 
learn and grow. 

•	 Assess personal strengths 
and areas for development.

•	 Set your own learning goals. 

•	 Identify and access learning 
sources and opportunities. 

•	 Plan for and achieve your 
learning goals. 

Work Safely

•	 Be aware of personal and 
group health and safety 
practices and procedures, 
and act in accordance 
with them. 

Work With Others

•	 Understand and work within 
the dynamics of a group. 

•	 Ensure that a team’s purpose 
and objectives are clear.

•	 Be flexible: respect, and be 
open to and supportive of 
the thoughts, opinions, and 
contributions of others in 
a group. 

•	 Recognize and respect 
people’s diversity, individual 
differences, and perspectives. 

•	 Accept and provide feedback 
in a constructive and 
considerate manner. 

•	 Contribute to a team 
by sharing information 
and expertise.  

•	 Lead or support when 
appropriate, motivating a 
group for high performance.

•	 Understand the role of 
conflict in a group to 
reach solutions. 

•	 Manage and resolve conflict 
when appropriate.

Participate In Projects 
And Tasks

•	 Plan, design, or carry out 
a project or task from start 
to finish with well-defined 
objectives and outcomes. 

•	 Develop a plan, seek 
feedback, test, revise, 
and implement.

•	 Work to agreed-upon quality 
standards and specifications. 

•	 Select and use appropriate 
tools and technology for a 
task or project. 

•	 Adapt to changing 
requirements and information. 

•	 Continuously monitor the 
success of a project or task 
and identify ways to improve. 

*Source:  
Conference Board of Canada.  
http://www.conferenceboard.ca/
topics/education/learning-tools/
employability-skills.aspx
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How are your “employability skills?” Think about each of the skill areas below and do a 
little self-assessment as to where you think you are at the moment. Review the details for 
each employability skill on the previous page as you complete your personal assessment.

How About You?

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1.  How is your ability to solve problems?

6.  Do you generally act in a safe manner and respect  
     your health and the health and well-being of others?

4.  How adaptable are you?

3.  How responsible a person do you think you are?

2.  Do you generally demonstrate positive attitudes  
     and behaviours?

7.  Do you work well with others and work well as part  
     of a group or team?

5.  Are you a “continuous” learner – looking for new  
    opportunities to learn and taking advantage of them?

8.  Do you participate positively and productively in  
     undertaking projects and tasks?

9.  What do you see as your five most positive and well  
     developed skills and attributes that would enhance  
     your chances of getting a job?
     1. 
     2. 
     3. 
     4. 
     5. 

10.  What do you think are the five skills or attributes  
     that you could likely improve upon to enhance your  
     future employment prospects?
     1. 
     2. 
     3. 
     4. 
     5. 

11.   Would you hire you for a job? If so, for what kind of  
     work? If not, why not? What can be done to  
     improve your prospects for building a successful  
     future in the workplace.

NEEDS LOTS
OF WORK

COULD DO
MUCH BETTER

NOT VERY
ADAPTABLE

NEEDS TO BE
MUCH BETTER

NOT
REALLY

COULD DO
MUCH BETTER

NOT REALLY

NOT REALLY

A REAL STRENGTH
OF MINE

YES, MOST OF
THE TIME

VERY
ADAPTABLE

VERY
RESPONSIBLE

LEARNING
ALL THE TIME

YES,
VERY WELL

MOST OF THE TIME

YES, VERY WELL
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CAREER UNDER CONSTRUCTION – 
INVESTING IN YOU

$$ You – and your confidence in you

$$ Career planning

$$ Finding a job

B efore we get into looking at planning and picking a career, let’s start 
with something very important – you! How are you doing? How are 
you feeling? What do you see as you look into your future – your 

options and possibilities? And, let’s look at how some things in your past 
may have had an impact on how you see your future.

To begin, let’s start with a test. Take a look at the set of figures below 
and select the one that doesn’t belong.

This set of figures appeared in a book entitled A Whack on the Side of 
the Head by Roger von Oech. In that book, he gives the following response 
to the “test” you just took. 

Module 6

A. B.

C. D.

E.

von Oech, Roger. A Whack on the Side of the Head. New York: Warner Books, 1983

“Which Way Do I Go?… Which Way Do I Go?" 

$$ Preparing a resume

$$ Preparing for a job interview

$$ Changes occuring in the world of work

Let 's Discuss...
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Is your interest in school still high? 
Are you motivated and inspired and 
feel you are benefitting from school? 
Or, have you lost some interest and 
are struggling to feel motivated?

Think About I t

“If you chose figure B, congratulations! You’ve picked 
the right answer. Figure B is the only one that has all 
straight lines. Give yourself a pat on the back! 

Some of you, however, may have chosen figure C, 
thinking that C is unique because it is the only one 
that is asymmetrical. And you are also right! C is the 
right answer. A case can also be made for figure A: it 
is the only one with no points of discontinuity. There-
fore, A is the right answer. What about D? It is the 
only one with both a straight line and a curved line. 
So, D is the right answer too. And E? 

Among other things, E is the only one which looks 
like a projection of a non-Euclidean triangle into Euclid-
ean space. It is also the right answer. In other words, 
they are all right depending on your point of view. 

Much of our educational system, however, is 
geared toward teaching people the one right answer… 
the “right answer” approach becomes deeply in-
grained in our thinking… if you think there is only one 
right answer, then you will stop looking as soon as 
you find one.” 

This is particularly true for those who have come 
through a school system that focused on “right 
answer” learning. You probably have taken, and 
will take, test after test, quiz after quiz, and exam 
after exam. The student who entered school full of 
excitement, creativity, and hopes for the future may 
have had those hopes drift away with “A’s” turning 
to “B’s,” then to “C’s” and then who knows where 
eventually. As the famed educator Neil Postman 
said: “Students enter school as question marks and 
leave as periods.” 

There is no doubt about it, the school system 
works very well for many students. But it also does 
not work particularly well for many others. Some 
students, for example, may have many talents but do 
not do well in written exams. They often end up on 
the lower end of the grade scale. They are put on 
a level somewhat below others – others who were 
able to take notes, study from books, and score well 
on tests. What is the impact of this? 

First, the dreams and hopes of some students 
are affected. They lose self-confidence. They lower 
their expectations of themselves. They start to “give 
less” and as a result “get less.” Their overall self-
esteem takes a beating. The reality of this is shown 
by the drop-out rate from many schools. Some 
young people decide school is not working for them. 
It isn’t providing what they need, or perhaps what 
they want. 
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Does any of this apply to you? It may 
not. You may be thriving in school, 
happy with school, doing well and 
looking ahead to a bright future. 
But, on the other hand, you may 
struggle in school. Your test results 
may not be the greatest. You may 
be concerned about where you’ll 
go from here – and what options 
you may have. How great is the “fit” 
between you and school.

How About You?

1 2 3 4 5

POOR FIT GREAT FIT

So your school experience and performance so 
far may have had an impact on your outlook for the 
future. And your outlook – and belief in yourself and 
your potential – is very important when it comes to 
career planning. It can affect your goals, hopes, and 
dreams. It can affect what you think you can do and 
the career options you consider. No matter what 
your school experience has been, look at who you 
are. What skills and abilities do you have? Which 
might you want to develop? Have you had success 
in sports, dance, acting, music, and so on? These 
can be very important – and provide experiences 
and skills to build upon.

So consider and value your accomplishments. 
If you have accomplished some things in life, this 
can build confidence in what you think you can 
accomplish in the future. But, many young people 
have little appreciation for the things in life they 
have accomplished. Therefore, they lack a sense 
of accomplishment and a belief that they can 
accomplish new things. 

Many young people think only about longer-term 
goals such as careers, jobs, incomes, and families. 
They often don’t think about many other things in 
life they may have already achieved – in sports, in 
school, in theatre, in dance, in the community, with 
their family, at work, and so on – they may be think-
ing they don’t matter, don’t count, or aren’t import-
ant. But they are. All accomplishments matter. And, 
if you want to accomplish bigger things, you have to 
develop skills by accomplishing smaller things. 

Have you learned to swim, ride a bike, drive a 
car, use a computer, drive a boat, build a deck, plant 
a garden, make a dress, or paint a room? The list 

What two things do you enjoy most in life? 
What career possibilities are there in these two areas?

What are you “best” at in terms of your own abilities? 
Are there career possibilities that fit with these talents?

How About You?

could go on and on. How long is your list? Recogni-
tion of our accomplishments helps to build self-con-
fidence. And, self-confidence is one of the most 
important things employers look for – and one of the 
most important characteristics for any entrepreneur.  

So, hold on to your hopes and dreams. Work 
on your self-confidence. Think of your successes 
and accomplishments – large, or small, or anything 
in between. 

Set some short-term goals for yourself and work to 
achieve them. Prove to yourself that you can do what 
you put your mind – and hard work – to achieving. 
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Career Planning: Some Suggestions To Consider

•	 Apply the decision-making steps that were 
discussed earlier to help you decide on your career 
interests. Few decisions are more important for you 
than selecting the career that’s best for you. 

•	 Do volunteer work to gain experience, learn more 
about some occupational areas that are of interest, 
and broaden your outlook into other areas to learn 
more. This will help you to determine whether or 
not you would enjoy working in a particular field. 
Furthermore, you will probably get personal benefit 
from the experience, benefit others at the same time, 
and volunteer experience generally makes a positive 
impression on a résumé. 

•	 Consider careers that might be related to a hobby 
or something you enjoy (for example: sports, movies, 
music, science, camp, computers, travel). 

•	 Be honest with yourself in assessing your talents 
and abilities. You should never lower your sights 
below your true potential. At the same time, you 
should avoid setting your sights so high that you are 
likely to be frustrated and disappointed. 

•	 Nothing is more important today in getting a job 
and planning and starting a career than networking. 
Connecting with people, seeking advice, and 

getting help is very important. Don’t hesitate to use 
your connections. Others don’t. Build a network – 
then use it.

•	 Set goals. Set your sights on what you want to 
achieve. Work toward something. Don’t meander 
down the road and occasionally stop to see where 
you are. That may be a nice way to see Europe, but 
it’s a poor way to find a career. Furthermore, don’t 
set only long-term goals. Set some short-term goals, 
too. Give yourself a chance to succeed. 

•	 Learn from your mistakes and disappointments. 
Mistakes are powerful learning experiences. They 
are stepping stones to future success. Apply that 
attitude to everything you do. 

•	 Talk with people who are working in careers that 
interest you. You can learn a great deal about many 
career optionsfrom talking to someone who is 
already involved in a particular career. 

•	 Talk with a range of people. Don’t judge a career 
on the basis of discussions with one or two people. 
People have different talents, different experiences, 
and different interests. What doesn’t work for them 
may work for you.

The following are some suggestions and tips related to thinking about a career and 
building a career plan. 
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•	 Plan for the future, not the present. Look ahead, not 
to the side. Observe trends. Watch for changes. 
Look where everyone else is going, and realize that 
if they are all heading there, it’s likely to be pretty 
crowded. Do you still want to head in that direction? 
Or, might you want to change course? 

•	 Know why you want to work. What do you want 
out of your career? Are you working strictly for an 
income? Are you concerned about the working 
environment, how mobile you can be in the job, 
opportunities for advancement, job satisfaction, 
the people you will work with, the benefits that may 
accompany the income? There are many possible 
factors that might be related to why you want to 
work – and the type of work you want to do. Include 
these in your career plans and decisions. 

•	 Regard your career as a path of lifelong learning 
and development. Keep on top of developments in 
your field. Pursue new training if you are able and 
interested. Lifelong learning is a valuable concept. 
Many, if not most, people will have four or more 
different careers in their lifetime – or more. 

•	 Keep your options open. Make sure you don’t 
slam the door on yourself by making poor course 
selections in school. 

Networking is crucial in getting a job and building a career. How effective is your network 
already? If you had to identify five people in your network to call upon for career or job advice, 
who would they be? What kind of help would be good for you to have? Who could provide that 
for you? Who might be good to add to your network? Who could help you build your network? 
Young people today are very familiar with social networking. Draw upon these skills and 
experiences to network re your career and finding a job.

Take Act ion. 

  Take Control!

•	 Look beyond the most obvious career options. 
Some of the less known careers can be the more 
interesting ones. Furthermore, far fewer people may 
be preparing for them, which may help when hiring 
time comes along. 

•	 Look beyond your own front door to see what’s 
going on. Look at what’s going on in other 
communities, other provinces and territories, across 
the country, and in other countries around the world. 

•	 Don’t be your own worst enemy. Don’t get down 
on yourself. Don’t have a negative state of mind. 
You have a lot of control over what goes on inside 
your head. You can affect your attitude and how you 
act – and how you come across to others. Attitude 
means so much. It makes a huge impression. Be 
your own biggest booster. 

•	 Know your strengths and work on them. Recognize 
the talents that you have, and then build on and 
develop them. 

•	 Learn how to cope with stress. Identify what puts 
pressure on you. Do what you can to minimize those 
things. Deflect the pressures. Learn how to relax. 
Avoid burnout. Learn how to keep your cool. That 
can affect your success in the workplace – and as 
an entrepreneur.

Identify a “trend” you believe is just getting started. What types of jobs do you think would be 
helped if this trend really developed? Can you identify two or three trends that have been big 
over the last two years that led to career and employment opportunities for many people?

Think About I t
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Some Tips On Finding A Job

There are many different approaches to looking for a job. It would be a good idea for you to read up on some 
of the different methods. The following represent a number of general tips for your consideration. 

•	 Recognize that finding a job is hard work. 
Develop a plan and a schedule for yourself in terms 
of what you are going to do on a day-by-day or 
week-by-week basis to find a job. 

•	 Make contacts. Make as many contacts as you 
can with people who work in the type of business or 
field in which you are seeking employment. Keep a 
record of your contacts. You never know when they 
may come in handy. 

•	 Do your research. Learn about a company when 
you are applying to work there. You might want 
to take a look at the company’s annual report. Try 
and impress them with what you know about the 
company.

•	 Don’t rely on a résumé (see the next section on 
résumés). A résumé should be a tool in your job 
search, it can’t do it all for you. 

•	 Don’t count on seeing ads for employment in 
the newspaper. The majority of jobs are probably 
never advertised. That is why networking, and using 
contacts, is so important. 

•	 Don’t waste time on gimmicky approaches. 
They usually won’t work and they often have a 
negative, rather than a positive, impression. Be 
direct, truthful, and businesslike. 

•	 Set non-employment goals for yourself. A job 
search should not be singularly focused on getting 
a job. Set targets for number of contacts, number 
of interviews, and other related tasks. Meet your 
objectives. Keep at it. Set new dates and targets.

•	 Recognize that finding a job takes time.  
Don’t wait until April or May to find a summer 
job. Start in January. Don’t think finding a job 
takes a week. It often takes a lot longer. Using 
“connections” can help shorten the time – if you 
have connections to use.

•	 Contact local, provincial, and federal 
government placement centres to explore the 
programs that focus on youth. 

•	 Watch the local papers for announcements 
regarding the activities, plans, and growth of local 
businesses and industries. Some developments may 
indicate that a business will be looking for workers. 

•	 Maintain a good appearance. This does not 
mean that you can’t be yourself. However, you may 
have to face certain realities in the workplace. Some 
styles popular among youth may not be as popular 
among potential employers. Just as you have the 
right to be yourself, they have the right to hire those 
they feel will be best for the job. You may have to 
decide on the degree to which certain styles are 
important to you versus the prospect of getting a 
job. This is often a difficult decision, especially for 
youth who are very much involved in trends, fashion 
fads, and so on. As much as you may be attempting 
to convey a message about yourself through style, 
businesses have their own protocols and standards, 
and dealing with some of the more unusual fads 
and trends of youth are often not one of them. Once 
again, it is up to you to make the call on your dress 
and appearance. 

•	 Be confident in yourself. People will be hesitant 
to hire someone who doesn’t convey the message 
that he/she is able to do the job. If it looks like you 
don’t have confidence in you, they probably won’t 
have confidence in you either.

•	 If you are turned down for a possible job, try 
to learn from the experience. Follow up on any 
contact or experience. Ask interviewers for a review 
of how you did and suggestions for how you could 
improve your performance in a job interview or on 
your résumé. 

•	 Have references available to provide if 
needed. Make sure your references know you are 
providing their names as references and get their 
permission. If a possible employer is planning to 
contact your references, let your  references know 
to expect a call.

•	 Consider doing volunteer work to gain 
experience. 
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•	 Don’t pressure yourself to “know” what it is 
that you want to do. Give yourself the chance to 
fully explore various options and alternatives. Avoid 
pressure to make some decision at an early age about 
what you are going to do for the rest of your life. 

•	 Be organized. Keep clear and thorough notes 
and records. Keep track of your contacts. Keep 
files on companies in which you are interested. 
Collect articles providing advice on résumés and job 
search techniques. 

•	 Have a good résumé – one that makes a good 
impression – one that says “put me near the top of 
the pile.” A poor résumé will scream “put me near 
the bottom” – or in the trash.   

Assume that you are about to begin 
a search for a job. Make a list of the 
steps/actions you could take that 
would help you find a job. Note such 
things as who you would approach, 
what offices you would visit, what 
businesses you would contact, 
whose advice you would seek, or 
what information you would write, 
and so forth.

Take Act ion. 

  Take Control!

A résumé is a written summary of your work, education, 
and experience as well as other abilities you have that 
make you a candidate for a particular job. It is your “ad,” 
if you like, illustrating your strengths and abilities and why 
you would be a good person to hire for a particular job. 

Most young Canadians have had little experience in 
preparing résumés. But yet résumés are an important 
tool for you in your job search. There is no standard 
format. You should investigate different approaches and 
styles to develop the résumé that best suits you and the 
job for which you are applying. 

It is important to note that you should never send in 
your résumé alone. You should always include a cover-
ing letter. The covering letter should be specific to the 
job for which you are applying. You should introduce 
yourself, state why you are interested in the position, 
and why you think you are well suited for the job. Your 
cover letter should be no longer than one page – a page 
and a half at most. Therefore, conserve words. Be clear 
and concise. Most employers will have many letters and 
résumés to read and review. They won’t spend a long 
time on any single one. You will have to have yours make 
a quick, and good, impression.   

In addition, check grammar and spelling carefully. 
Nothing will get a résumé to the bottom of the pile quick-
er than spelling mistakes and bad grammar. 

•	 Your objective with your résumé should 
be to sell yourself. It should represent you 
well, covering all of your strengths, skills, 
accomplishments, and abilities. You want it 
to show, as best it can, how you stand out 
from other applicants. 

•	 Don’t trivialize your accomplishments. 
Some things that may seem small to you 
may be a sign to a potential employer of 
particular skills and abilities. For example, 
babysitting may seem like a trivial thing to 
note. However, considerable babysitting 
experience shows responsibility. It also 
shows that you took the initiative to get 
out and work and earn some income. The 
responsibility of looking after a child is far 
from trivial and can reflect the confidence 
that other adults have had in your abilities. 

•	 Be proud of things you have done.  
Think of what they may imply about you 
and your abilities. 

•	 Avoid gimmicks. They usually do not 
impress. Furthermore, it is the content, rather 
than the style or format, that will make your 
résumé stand out. Therefore, don’t go to a 

The following are some general tips for 
preparing a résumé. 

Tips On Preparing A Resume 
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great deal of effort and expense to have your 
résumé prepared in some fancy fashion. 

•	 Although content is more important than 
format, format is important too. Prepare 
your résumé neatly on good quality paper 
and bind it well and attractively if submitting 
a hard copy. 

•	 Do not include a long list of personal 
statistics such as age, height, and weight. 
This is excess information. Simply indicate 
your name, address, contact numbers, 
and any abilities you have in speaking 
various languages. 

•	 Keep in mind that your résumé should 
answer the following questions for a 
potential employer: Why should I pick you? 
Why are you right for this job? Why are you 
better than the other applicants? 

•	 When you can, present your résumé in 
person rather than by mail or e-mail. It 
puts a face to the paper and may provide 
you with an early opportunity to make a 
positive impression. 

•	 Quantify your accomplishments where 
possible. How many children did you care 
for or supervise? For how long? How many 
children were you responsible for at camp? 
How many newspapers did you deliver? 
When the numbers help to convey the scale 
of your activity or responsibility, use them. 

•	 Use action words to describe your 
responsibilities and accomplishments, 
words such as: organized, created, 
demonstrated, supervised, managed, co-
ordinated, developed. These words imply 

Assume that you are applying for a job as a camp counsellor at Camp Buckhorn. The Camp 
specializes in offering programs for children with discipline problems. Write a covering letter 
outlining why you are interested in this job and why you think you are suited for it. Then develop 
a résumé to accompany your letter. If a school counsellor is available, ask for a review of your 
letter and résumé. If a counsellor is not available, a teacher or a family member should be able 
to offer a knowledgeable review.

Take Act ion. 

  Take Control!

particular abilities and skills. Furthermore, 
even if the activity that you co-ordinated 
is unrelated to the job for which you are 
applying, the fact that you have served as a 
coordinator could be very relevant. 

•	 Keep the structure of your résumé as flexible 
as possible so that you can easily change it. 
You may recall something you want to add, 
or you may want to tailor it for a specific job 
application. 

•	 Keep it up to date. Change it when you 
acquire more education or experience – or 
when you develop a new skill. 

•	 Offer references upon request; do not 
include them on your résumé. Do not put a 
great deal of reliance on letters of reference. 
Most employers feel that it is the rare person 
who will not be able to find someone who will 
say nice things about him or her. Besides, it 
is often difficult for employers to know if the 
letters are from friends. On the other hand, 
some references may be particularly helpful if 
they are from persons known by the company 
– or who are with a company in a similar 
line of work. Often an employer will contact 
references before making the final decision 
to hire you. They will do so to make sure your 
references help support their decision, and to 
make sure there are no surprises.

Suppose now that you have organized your job 
search, you have prepared an effective résumé, you 
have developed a network of contacts, and you have 
been asked in for an interview. The following are 
some tips related to job interviews. 
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Tips On Job Interviews
The interview is usually the last step in the job search process. Every-
thing up to that point – contacts, cover letter, résumé, and so on – has 
been designed to give you a chance to meet with the employer and show 
why you should be hired. Virtually no job will be attained without going 
through an interview process. It is a fearful experience for some, but an 
enjoyable experience for others. If it is a fearful experience for you, you 
have got to change that. When you are fearful or overly nervous, you will 
seldom put your best side forward. The most important piece of advice 
regarding interviews is to be you. 

If you go into an interview trying to give the “right” answers, you will 
almost always enter in a nervous state as you try and think of “right” 
answers when you don’t even know the questions you will face. If you 
go in knowing who you are and what you believe in, then you can feel 
confident that you will always give the best response you can based 
on what you truly believe. Therefore, be confident about who you are. A 
key recommendation is to go into an interview prepared to be yourself 
and answer questions on the basis of what you honestly believe. Now 
here are some others. 

•	 Dress appropriately.  
You are out to make an 
impression. Don’t work against 
yourself by giving the impression 
that you don’t care or that you 
don’t respect the people who 
are interviewing you. 

•	 “Mind your manners.”  
Once again, you are 
selling yourself. 

•	 Be prepared for different  
interview styles.  
You have to realize that it is 

not easy to hire good people. 
Employers will use a variety of 
methods to try to ensure that 
they hire the best person for 
the job. Hiring is an important 
responsibility for any employer. 

•	 Know your rights.  
There are certain questions 
that you cannot be asked and 
certain things that employers 
cannot do in screening 
potential employees. 

Some interviewers use the “good cop, bad cop” technique. This is an 
interview by two people, one of whom appears to be friendly and sup-
portive of things that you say while the other will tend to disagree with 
you and be somewhat unfriendly. The aim of this may be to see how 
you cope in both situations and how you react to criticism. Sometimes 
you will be interviewed by a team of people. Each member of the team 
may have something in particular that he or she is looking for. A team 
interview means that you will face a variety of approaches and objec-
tives all in the same interview. 

And there are other interview techniques. Be prepared for a variety 
of approaches. This is another reason to be yourself – you never know 
the type of situation that you may face. 
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BE PREPARED:

Sample Questions Employers May Ask 
in a Job Interview

1.	 Why do you want to work in this field?

2.	 Why do you specifically want to work for 
this company?

3.	 What do you know about our company?

4.	 Why do you feel you are the right candidate for 
this job? What do you think you can bring to 
this company?

5.	 What things are important to you in the type of 
position you want?

6.	 How has your education prepared you for this 
type of job?

7.	 Which school courses did you like most and why?

8.	 Do you plan to continue your education?

9.	 What are your short-term goals?

10.	 Where do you see yourself in 5 years?

11.	 What do you like to do in your leisure time?

12.	 What are a couple of accomplishments in your life 
that have given you the most satisfaction and why?

13.	 What are some skills that you feel you have gained 
from your past employment and education?

14.	 What motivates you to put forth your best effort?

15.	 What is your greatest strength?

16.	 What is your greatest weakness?

17.	 What are your salary expectations?

18.	 What hours are you willing to work?

19.	 Are you flexible in these hours? Can you work 
overtime if necessary?

20.	 Are you willing to travel?

Questions Employers Cannot Legally Ask  
in a Job Interview

1.	 What health problems do you have?

2.	 Do you have any disabilities?

3.	 Have you ever been denied health insurance?

4.	 When were you hospitalized the last time?

5.	 Is any member of your family disabled?

6.	 Do you have AIDS?

7.	 Have you ever been addicted to drugs?

8.	 When was your last medical checkup?

9.	 How old are you?

10.	 When were you born?

11.	 When were you married?

12.	 How old are your children?

13.	 Where were you born?

14.	 What church are you a member of?

15.	 Does your religion prevent you from working 
weekends or holidays?

16.	 Are you a member of any religious group?

17.	 What’s your sexual orientation?

18.	 Are you married, divorced, separated, or single?

19.	 Were you ever arrested?

20.	 What is your economic situation or status?

21.	 What is your race, ethnicity, colour?

22.	 What is your gender, gender identity, 
gender expression?

Source: The Government of Manitoba 
Copyright Notice: www.gov.mb.ca/legal/copyright.html
Disclaimer Notification: www.gov.mb.ca/legal/disclaimer.html
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•	 Go to as many interview situations as you can 
to become familiar with the processes/styles 
that employers use. This will help you to become 
more confident. Each interview can be a learning 
experience. 

•	 If you are turned down after an interview, try to 
follow up. If the interviewer will take the time, ask 
for suggestions about how you could improve your 
interview skills; ask if you might be considered 
again in the future; and so on. Learn as much as 
possible from each interview experience. 

•	 Role play in advance. That is, work with someone 
if you can to rehearse an interview. Ask a parent, 
teacher, counsellor, or friend to ask you questions 
so you can practice your responses. 

•	 Be enthusiastic. Appear as if you want the job. 

•	 Don’t be long-winded. Keep your answers 
informative, concise, and to the point. Be sure to 
answer the question asked but don’t go on and on. 
Try to avoid yes and no answers. The interviewer 
is trying to find out about you and will become 
frustrated by yes and no responses. 

Suppose you have been successful in 
getting an interview for the job at Camp 
Buckhorn. Imagine how you would answer 
the following questions.

•	 Why do you think that you would be able to 
work effectively with these children?

•	 What do you think are your greatest strengths?

•	 Do you foresee any situations in which you 
would have problems?

•	 What experience have you had with children?

•	 If you are given the opportunity to develop 
some programs for these children, give me an 
example of something you might do.

•	 What would you do if a child refused to do 
what you told him/her?

•	 Do you feel your education has prepared you 
in any way for this job?

•	 What would you see as your major 
responsibilities in this position?

•	 Do you take criticism well?

•	 In which situations are you “your own 
best friend”? 

•	 In which are you “your own worst enemy”?

Think About I t

That concludes our tips on career planning, résumés, 
job search, and interviews. These will hopefully help 
if your goal is to get a job working for someone else. 
But maybe you are interested in creating your own 
job – and starting a business. That is, maybe you are 
interested in becoming an entrepreneur. Let’s turn our 
attention to the topic of entrepreneurship. And, even 
if you aren’t interested in starting and running your 
own business, you may be interested in developing 
your entrepreneurial and enterprising skills. They can 
help you in any job or career.
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Changes in the Nature of Work
A very dramatic change is occurring. But it is not change that is 
obvious to many people. 

Those who are on the front lines of change in major industry 
areas of our economy are witnessing very significant changes 
– the nature of work, and the skills, attitudes, and attributes that 
are being sought and valued by employers. The types of jobs 
that are being created and those that are disappearing also 
show that the job market is changing.

Various aspects of technology impact jobs and how busi-
nesses do what they do – robotics, artificial intelligence, virtual 
reality, and so on all have an impact on the way businesses 
produce goods and services.

For young people in school this is a very significant develop-
ment. Decisions have to be made about education and training 
with the outcome being that youth make the right choices so 
that they can secure and sustain a good job – or create a new 
business that can succeed in such a changing world. 

It is extremely difficult for teachers to keep up with or antici-
pate the dramatic changes going on in the job market. Teachers 
have a full-time job preparing for instruction, providing instruc-
tion, evaluating work, and providing additional assistance to 
those who need it. That makes it very difficult to keep in touch 
with all the changes occurring in the job market that are impact-
ing the skills and talent that are in demand.

If you want to gain more insight into what is happening in the 
workplace to help with your education and career choices, the 
following is a link to help get you started.

A search on the Internet for topics such as “The Changing Nature 
of Work” will lead to other sources of information and insight.

If you have the opportunity, 
talk with family members and 
friends about their jobs and 
the places they are working. 
Do they see changes 
occurring? Are their jobs 
changing as a result?

Discuss

From Policy Horizons Canada (Government of Canada) –  
“The Changing Nature of Work”

http://www.horizons.gc.ca/en/content/changing-nature-work 
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Try not to depend on others to 
provide you with information on 
how the world of work and jobs 
are changing. Be proactive and try 
to learn about the changes going 
on. It will help you in making your 
education and career choices.

Take Act ion. 

  Take Control!

The key element is to try and understand the ac-
celerating changes that are underway which could 
impact your future career and your ability to secure 
a good income. Understanding the changes that im-
pact the career in which you are interested will help 
you as you make decisions that will likely affect the 
rest of your life. Try and talk with those who are al-
ready working and experiencing the changes going 
on. Talk with family members that may help provide 
you with insight. Encourage your teacher to invite 
one or more guest speakers who may be able to 
shed some light on the various changes that could 
impact your education and career decisions.

You, in the end, will be responsible for the educa-
tion and career choices you make. Get as much 
help as you can from parents, teachers, other con-
tacts, online references, etc., so that you can make 
informed decisions and choices. Don’t look back 
in three, four, ten, or 25 years and say, I wish I had 
made other choices back when I had the chance – 
now is your chance!

Try and generate in-class discussion 
about changes occurring in the world 
of work. Hearing from others about 
their experiences, and experiences 
of family members, can help broaden 
your understanding of the changes 
that are occurring.

Discuss
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Say What? Possible New Terms!

1.	 Career plan: the steps and strategies taken to explore 
career options, set career goals, and obtain the re-
quired education, training and experience to achieve 
career goals.

2.	 Career path: various career stages over the course of 
one’s life. Many people will have multiple jobs over time 
building up to a career path.

3.	 Covering letter: a letter written to accompany a 
résumé and is written specifically for a job for which you 
are applying.

4.	 Résumé: sometimes called a “curriculum vitae,” or “CV,” 
this is a summary of your work, education, and experi-
ence as well as other abilities you have that make you a 
candidate for a particular job.

5.	 References: letters or comments from people you know 
regarding your abilities, characteristics, skills, etc. that an 
employer may refer to in making a hiring decision.

Did It Stick? Can You Recall?

1.	 Why is it important to have confidence in yourself?

2.	 How can school experiences affect one’s self-
confidence, goals, and hopes?

3.	 What are some key tips in putting a career plan together?

4.	 What are some key tips when trying to find a job?

5.	 What are some key tips when putting together a résumé?

6.	 What are some key tips when preparing for, or 
participating in, a job interview?

7.	 What are some questions that employers are not able to 
ask you in a job interview?

Thinkabout... or Discuss:

•	 Overall, has your school experience had a positive 
or negative effect on your self confidence?

•	 How could schools do a better job of reaching, 
engaging, and motivating a broader range 
of students?

•	 To what extent do you think schools should be 
preparing students for careers and work compared 
with other responsibilities assigned to education?

Module Summary

•	 Self-confidence is key in getting 
a job and succeeding in the 
workplace. Find ways to build 
your self‑confidence.

•	 Don’t pressure yourself at an early 
age “to know” what you are going 
to do in terms of a career in life. You 
may know – and that’s great. But 
many people don’t get into their ulti-
mate career field until post-second-
ary years – and beyond. Keep your 
eyes, ears, and options open.

•	 Do what you can to explore a range 
of career options. Don’t find out 
years later about a career possibility 
that you would have loved to pursue.

Tips & 
   Suggest ions

•	 How would you assess the quality of career coun-
selling provided to students? How do you think it 
could be improved?

•	 What are the most important steps in a career plan?

•	 What are the most common mistakes young people 
make with résumés and in job interviews?

You may wish to do Internet 
searches to learn more about:

•	 Career planning

•	 Looking for a job

•	 Preparing a résumé

•	 Preparing for a job interview

•	 Career networking

Tech Talk
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The following are some  
web sites that might be  
helpful to you.

Federal Government  
Service Centres

www.servicecanada.gc.ca/offices

To find information about a 
location, you can search the web 
site. You may search centres by 
province or territory, city or town, 
or postal code.

Web Sites Providing Job and 
Employer Information 

Alberta Jobs
www.albertajobs.com

British Columbia Jobs
www.britishcolumbiajobs.com

Canada Jobs
www.canadajobs.com

Manitoba Jobs
www.manitobajobs.com

New Brunswick Jobs
www.newbrunswickjobs.com

Newfoundland Jobs
www.newfoundlandjobs.com

Northwest Territories Jobs
www.nwtjobs.ca

Nova Scotia Jobs
www.novascotiajobs.com

Nunavut Jobs
www.nunavutjobs.net

www.nunavutjobs.com

Ontario Jobs
www.ontariojobs.com

Prince Edward Island
https://workpei.ca

Quebec Jobs
www.quebecjobs.com

Saskatchewan Jobs
www.saskjobs.com

Yukon WorkinfoNET
www.yuwin.ca 

List of Job Search Sites 

Canada Job Bank
www.jobbank.gc.ca

Canada Jobs
www.canadajobs.com

CanJobs
www.canjobs.com

EmployCanada
www.employcanada.com

JobBoom
www.jobboom.com

Monster
www.monster.ca

Workopolis
www.workopolis.com

Current “Hot Jobs”

Government of Canada  
Job Bank
http://www.jobbank.gc.ca

Making Career Sense of  
Labour Market Information
www.makingcareersense.org

Alberta Occupational Profiles
www.alis.gov.ab.ca/occinfo

Canadian Careers Industry 
Information
www.canadiancareers.com/
sector.html

National Occupational  
Classification (NOC)
www5.hrsdc.gc.ca/NOC/

The Conference Board  
of Canada
www.conferenceboard.ca

Associations in Canada 
Helping Those with Disabilities 
to Find Employment

National Educational 
Association of Disabled 
Students
www.neads.ca

Neil Squire Society
www.neilsquire.ca

Persons with Disabilities Online
http://www.pwd-online.gc.ca/

Workink
www.workink.com

Helpful Organizations if You  
Are Interested in Volunteering

Charity Village
www.charityvillage.com

Charity Village Volunteer bulletin 
board posts current volunteer 
positions available across 
the country.

Volunteer Canada
www.volunteer.ca

Volunteer.ca is Volunteer 
Canada’s Web Site for 
information on volunteering. 
Volunteer Canada is the national 
voice for volunteerism and has 
provided leadership on issues and 
trends in the Canadian volunteer 
movement since 1977. Volunteer 
Canada actively engages in 
research, training, and other 
national initiatives designed to 
increase community participation 
across the country. Volunteer.ca 
provides details and links to the 
Canada Volunteerism initiative, 
national events, a directory of 
organizations, and statistics 
and facts about volunteering in 
Canada.
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ARE YOU AN ENTREPRENEUR?

$$ What is an entrepreneur or an enterprising person?

$$ Contributions of entrepreneurs

$$ Common entrepreneurial skills and characteristics

$$ What’s involved in creating a venture?

$$ Hunting for and assessing opportunities

$$ Generating and assessing ideas

$$ The importance of planning – and planning  
for success

$$ Starting a business

Y ou may or may not be familiar with the term “entrepreneur.” Even if you are, you may have some 
mis-perceptions of entrepreneurs because there are many myths about them. For example, many 
believe that entrepreneurs only start up small business enterprises. Although many entrepreneurs set 

up and run small businesses, you can also apply entrepreneurial skills to other kinds of activities – within 
companies, within governments, running a not-for-profit organization, and so on. 

Let’s take a closer look at entrepreneurs and entrepreneurship and whether or not it is an option of 
interest to you. Let’s start with a quick quiz. The answers follow the quiz – but try the quiz first without looking 
at the answers. The goal is to help you decide if being an entrepreneur is something of interest to you.

Module 7

Entrepreneur’s Quiz
1.	 Faced with a problem, the entrepreneur is most likely to:  

a) go to a close friend for help;  
b) get help from a stranger who is known to be 
   an expert;  
c) try to work through the problem alone. 

2.	 The entrepreneur is most like the distance runner who 
runs mainly:  
a) to work off energy and to keep in good physical  
   condition;  
b) to gain the satisfaction of beating other competitors  
   in the race;  
c) to try to better his or her previous time over the  
   distance. 

3.	 Entrepreneurs are motivated most by the need to:  
a) achieve a goal of greater personal importance;  
b) gain public attention and recognition; 
c) control wealth and other people. 

4.	 Entrepreneurs believe the success or failure of a new 
venture depends primarily on:  
a) luck or fate;  
b) the support and approval of others;  
c) their own strengths and abilities. 

5.	 If given the chance to earn a substantial reward, 
which of the following would entrepreneurs be most 
likely to do:  
a) roll dice with a one in three chance of winning;  
b) work on a problem with a one in three chance of  
   solving it in the time given;  
c) do neither (a) nor (b) because the chances of  
   success are so small. 

6.	 The entrepreneur is most likely to choose a task:  
a) which involves a moderate level of risk but is still  
   challenging;  
b) where the risks are high but the financial rewards  
   are also very great;  
c) which is relatively easy and the risks low. 

7.	 Money is important to entrepreneurs because:  
a) it allows them to develop other ideas and take  
   advantage of other opportunities;  
b) monetary measurements provide an objective  
   measure of how successful they have been;  
c) the main reason they accepted the risks of  
   starting a new venture was to accumulate  
   personal wealth. 

Let 's Discuss...
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Do you tend to compete with 
yourself? Do you continuously try 
and do better? Are you more focused 
on doing your personal best than 
competing with others?

Are you motivated by a desire to set 
and achieve goals and objectives?  
Do you get a strong sense of 
personal satisfaction when you 
accomplish something? Does it 
motivate you to want to do more?

How About You?

How About You?

Answers To Quiz

QUESTION 1: 
Entrepreneurs do tend to be independent, self-re-
liant individuals. They may try to work through a 
problem alone. They do have a high need to achieve. 
But successful entrepreneurs are not so focused on 
doing things alone that they won’t seek help when 
they need it. 

Being a successful entrepreneur is a challenge 
and usually requires the help of others. Successful 
entrepreneurs will seek out those who can be most 
helpful whether they are friends or strangers. They 
are usually good “team-builders” and “team-lead-
ers.” They put together the talent they need to suc-
ceed. And the need to achieve will likely be greater 
than the social need to work with friends. The best 
choice is (b). 

QUESTION 2: 
Entrepreneurs often have a great deal of energy and 
drive. They are usually able and willing to work for 
long hours. Good general physical health is neces-
sary in order to withstand the stresses of running 
their own ventures. One of the risks they must eval-
uate is that their work will likely put physical, social, 
and emotional strains on them. Few entrepreneurs 
pursue initiatives for the good of their health although 
many seem to thrive on the work-related stress. 

Entrepreneurs tend to compete against standards 
of achievement they set for themselves rather than 
standards set for them by others. Entrepreneurs are 
most like the runner who races to beat the clock. To 
achieve a new “personal best” time will likely be more 
rewarding than beating others. The best choice is (c). 

QUESTION 3: 
Those who are motivated by a need to gain attention, 
get recognition, and control others are motivated by 
power. They are more active in political life or large or-
ganizations where they concentrate on controlling the 
channels of communications both up to the top and 
down to the bottom so that they are more in charge. 
By contrast, entrepreneurs are motivated more by 
their need for personal achievement than personal 
power. Power and power recognition may be the 
result of success, but they are not usually the motivat-
ing goals for an entrepreneur. The best answer is (a). 

Are you an independent,  
self reliant person?

How About You?

1 2 3 4 5

NOT VERY YES, VERY

QUESTION 4: 
Successful entrepreneurs likely have a high level of 
self-confidence and “self-efficacy.” Self-efficacy is 
the belief in yourself that you are able to accomplish 
things – that you will be able to achieve goals you 
set for yourself. Therefore, entrepreneurs tend to be-
lieve strongly in themselves and their own abilities. 
They also believe that what happens to them in their 
lives is determined mainly by what they do – not 
by what others do. They are not reluctant to place 



83MODULE 7

Are you (a) a risk avoider, (b) a 
high risk taker, or (c) a calculated, 
moderate risk taker? 

How About You?

On a scale of optimism, with “1” being 
a pessimist and “5” being an optimist, 
where do you fall?

What is your level of self confidence 
and self efficacy? 

How About You?

How About You?

1 2 3 4 5

1 2 3 4 5

PESSIMIST

VERY LOW

OPTIMIST

VERY HIGH

themselves in situations where they are personally 
responsible for the success or failure of an opera-
tion. They will take the initiative to solve a problem 
and provide leadership where none existed before. 
The best choice is (c). 

QUESTION 5: 
The entrepreneur is thought of as a risk taker. There 
are many risks involved in entrepreneurial activity. But 
psychological testing of entrepreneurs has indicated 
that they are no more motivated to do something that 
involves risk than anyone else. They are not daredev-
ils or reckless gamblers. 

Successful entrepreneurs are very good at as-
sessing the amount of risk involved in a venture and 
will choose to accept that risk if they feel their per-
sonal chances for success are relatively high. They 
may well choose to do something when the odds of 
success are only one in three if they believe they have 
the abilities and experience needed to succeed. 

The entrepreneur would most likely choose (b), to 
work on the problem even though rolling dice is obvi-
ously less work. Entrepreneurs avoid situations where 
the results depend mainly on chance or the efforts of 
others. The opportunity for personal achievement is 
more important than the size of the reward offered. 

QUESTION 6: 
Entrepreneurs tend to be positive, optimistic types 
who focus their attention on their chances of suc-
cess rather than the chances of failure. Individuals 
who fear failure tend to select tasks that are either 
very easy or where the risk is very high. By selecting 
an easy task, the chances of failure are reduced. By 
selecting a task with little chance of success, failure 
can be rationalized, “Oh well, it was just a long shot 
anyway.” The entrepreneur avoids both extremes and 
selects those tasks that are challenging but where 
the opportunities for success are reasonably good. 
The best choice is (a). 

QUESTION 7: 
It is a popular misconception that entrepreneurs are, 
at heart, greedy individuals who enter into ventures 
for the purpose of accumulating personal wealth. 
Such a description would be more aptly applied to 
some promoter who’s a “fast buck“ artist. 

Entrepreneurs are driven to build a venture rather 
than simply to get in and out in a hurry with some-
one else’s money. They will enjoy the benefits of a 
higher income but will usually spend only a portion 
of their gain on personal consumption. Entrepre-
neurs are primarily interested in the creation, not the 
consumption, of wealth. 



84 MODULE 7

Contributions Of Entrepreneurs To Society 
In addition to your own personal interest, everyone 
should probably know something about the con-
tributions entrepreneurs make. Even if you never 
become an entrepreneur, you will probably have the 
opportunity to interact with a great many.

In our society, entrepreneurs may: 
•	 create new ventures that provide new, improved 

products and services 

•	 find new ways of making products and services 
available to more people 

•	 compete with each other to be the “best,” which 
improves the quality of  
goods and services and keeps prices down 

•	 create jobs for others in the community through the 
new ventures they create 

•	 increase the quantity of products and services we 
produce in our economy (that is, help us to achieve 
“economic growth”) by creating new ventures 

•	 create new opportunities for others through their 
initiatives and innovations 

•	 provide a spirit of energy, initiative, and potential for 
progress to a community 

Can you think of others? Do these spark an inter-
est? Do they motivate you? To help you consider 
the entrepreneurship option, it would probably be 
helpful to review some of the key characteristics and 
skills associated with entrepreneurship. 

What motivates you most – the 
desire to make money or the desire 
to accomplish your goals and make a 
difference?

Do you think you take an 
entrepreneurial or enterprising 
approach to your work? Do you take 
initiative? Are you creative? Do you 
look forward to making things better?

How About You?

How About You?

So, what is entrepreneurship? The statement below 
provides one definition.

Entrepreneurship involves the recognition of 
opportunities (needs, wants, and problems) and 
the use of resources to pursue an idea for a new, 
thoughtfully planned venture. 

Does that describe something that interests you? 
Might you be a prospective entrepreneur? 

One important point to note is that it is possible 
for virtually anyone to develop and apply entrepre-
neurial or enterprising skills. You can also be an 
entrepreneur by starting with/or running an entre-
preneurial not-for-profit company – or a government 
department. You don’t have to set up and run your 
own business to be entrepreneurial or enterprising. 

What entrepreneurs do you know of in 
your community? What contributions 
are they making to your community?

Think About I t
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The Entrepreneurial Person:  
Common Skills And Characteristics 

Who do you know who is very 
entrepreneurial or enterprising – but 
who doesn’t run their own business?

Think About I tYou can be an enterprising employee. You can 
even apply many enterprising skills in the home – or, 
to how you run a sports team, or an acting company, 
or .....the list could go on and on. So, while entrepre-
neurs look to start and build successful businesses, 
entrepreneurial or enterprising skills can be devel-
oped and applied by virtually anyone – and applied 
to any kind of endeavour.

Let’s begin our look at enterprising skills with the image provided of an “entrepreneurial person.” 

Ear: 
For keeping to the ground and 
sensing change and opportunity

Wrinkles: 
For smiling during the fun times

Mouth: 
For effective communication and being 
able to sell an idea

Neck: 
For sticking our and  
taking calculated risks

Backbone: 
For the confidence to believe in 
one's self and to move ahead

Fingers: 
For counting the positive learning opportunities 
from any mistake/failure

Strong legs: 
For leaping over the many barriers and 
obstacles you will encounter

Strong foot: 
For taking the right steps to succeed

Fleet feet: 
For moving ahead and keeping ahead  
and walking paths of adventure

Knee: 
To remind you to avoid knee- 
jerk reactions

Hand: 
For shifting gears when necessary

Arms: 
For hugging members of the team that  
will determine your success

Heart: 
For the passion, commitment, and perseverance to stick 
with it and burst with pride when goals are reached 
and accomplishments made

Glands: 
For adrenalin: for the "rush" 
For sweat during the hard work

Nose: 
For Smelling signs of trouble and foretelling possible problems

Ear: 
For listening to the advice of those with knowledge and experienceSharp eyes: 

For seeking  
out opportunities

Wise eyes: 
For establishing 
a vision and  
setting goals

Brain: 
For generating 
creative,  
innovative ideas
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Identify five entrepreneurs in your community and determine the contributions each is making 
to the community.

Learn About

With this image in mind, let’s summarize some of 
the key characteristics and skills that tend to be 
important for entrepreneurs or enterprising people. 
Note that few, if any, entrepreneurs possess all of 
these characteristics and skills. One entrepreneur 
will often form a partnership with one or more other 

entrepreneurs to complement his/her own talents. 
Alternatively, the entrepreneur may hire and employ 
additional needed talent. The key thing will be to 
bring as many of these characteristics and skills as 
possible to the venture. 

On a scale of 1 to 5, rank your own characteristics and skills with “1” indicating a very low level 
of application to you and a “5” indicating a high level.

How About You?

A Desire To Be An Entrepreneur

Belief In One’s Ability To Influence/ 
Affect Events And Outcomes In Life

Sense Of Self-Confidence 

Belief In One’s Ability To Handle  
Most Situations 

Positive Self-Esteem 

Belief In One’s Ability To Achieve  
One’s Goals (Self-Efficacy) 

High Level Of Self-Awareness

Passion 

Willing To Act

Willing To Take Initiative 

Strong Sense Of Commitment 

Perseveres

Focuses On Change 

High Drive/Motivation For Accomplishment 

Willing To Work Hard 

Willing To Learn 

Ready To Learn 

Willing To Seek Out Relevant Knowledge

Willing To Acquire Relevant Experience 

Capacity To Transfer Knowledge  
And Experience 

Goal-Oriented 

Creative 

Opportunity-Oriented 

Willing To Assume Risk 

SKILLS ONE SHOULD HAVE TO BE A 
SUCCESSFUL ENTREPRENEUR: 

Capacity to plan

Communication

Marketing 

Interpersonal 

Basic management 

Quantitative/analytical 

Personal effectiveness 

Team building and leadership 

SKILLS ONE CAN USUALLY ACCESS/EMPLOY: 

Specialized management talent 

Advanced planning 

Specialized marketing advice/services 

Recordkeeping 

Legal help and advice

Accounting

Research 

Technical skills

Financial help and advice 

Information management

Specialized talent 

1 2 3 4 5 1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5
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Research and learn about some of Canada’s most successful entrepreneurs.  
What opportunity did they find in order to succeed?

Learn About

“The Entrepreneur’s Dozen”  
Next, let’s consider what an entrepreneur actually does. It sounds simple 
to say “starts and builds a business.” But the reality is far from simple.

One way to consider what an entrepreneur does is via “The Entrepre-
neur’s Dozen” – or the 12 steps in entrepreneurial or enterprising activity.

An entrepreneur:

It is important to emphasize that one of the most essential ingredients of 
entrepreneurial success is making sure you have found a good oppor-
tunity. An entrepreneurial opportunity is a need or want that needs to be 
satisfied (or that can be satisfied in a new or better way) or a problem 
that needs to be solved. You may have a good “idea” – but if few want it, 
need it, or see it as a problem, your chances of success will be low. How 
do entrepreneurs seek out, find, and assess potential opportunities? The 
following are some suggestions for you to consider. 

Examines needs, wants, and problems for which he/she feels something can be done to improve the way things are. 

Narrows the possible opportunities down to one specific opportunity. 

Thinks of an innovative idea. 

Researches the opportunity and idea thoroughly. 

Enlists the best sources of advice and assistance that can be found. 

Plans the venture and looks for possible problems that might arise. 

Ranks the risk and the possible rewards. 

Evaluates the risk and possible rewards and makes a decision. 

Never hangs on to an idea, as much as it is loved, if research shows it’s not likely to work. 

Employs the resources necessary for the venture if the decision is made to go ahead. 

Understands that any entrepreneurial venture will take a great deal of long, hard work. 

Realizes a sense of accomplishment from successful ventures and learns. 
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An Entrepreneurial Safari  •  On The Hunt For Opportunity

SAFARI TIP #1: 	  
Recognize patterns as they are forming. The entrepre-
neur has an advantage if trends, patterns, and changes 
are detected before others have noticed them –  
perhaps even before they have happened.

SAFARI TIP #2: 	  
Look at the small things. Many of the best opportunities 
lie in what has been overlooked by others.

SAFARI TIP #3: 	  
Don’t overlook the obvious. There is a saying that “only 
a foolish mouse would hide in a cat’s ear, but it is the 
foolish cat that fails to look there.”

SAFARI TIP #4: 	  
Watch for good ideas that are poorly executed. Some 
people find good opportunities but just don’t know how 
to take advantage of them. You may know how to.

SAFARI TIP #5: 	  
Combine two or more things/thoughts together. Some-
body came up with the idea for combining a bar and a 
laundromat. Someone else came up with a coffee shop 
and book store. Opportunities can often arise when two 
things are brought together for examination and thought 
– and a possible new  venture.

SAFARI TIP #6: 	  
Look for new, generally unknown information. The best 
information is what is new and/or generally unknown – 
or that most others are unaware of.

SAFARI TIP #7: 	  
Talk with people. What better way is there to identify 
needs, wants, and problems than by talking to people 
and finding out what they have to say.

SAFARI TIP #8: 	  
Read journals, trade magazines, and so on to keep on 
top of things and to gather new information that may 
give rise to an opportunity or idea.
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SAFARI TIP #9: 	  
Look for what has worked elsewhere. It may be needed 
and could work where you are.

SAFARI TIP #10: 	  
Look for new ways to meet old needs and wants.

SAFARI TIP #11: 	  
Look for ways to overcome barriers that blocked a good 
idea in the past. People tend to resist change, and some 
other entrepreneur may have been unable to overcome 
the resistance to a good idea. You may find the way.

SAFARI TIP #12: 	  
Look for “left-behind” markets – products that are no 
longer produced but many people still have. As long as 
people continue to use certain things, they continue to 
have needs.

SAFARI TIP #13: 	  
Look for good ideas that others have had that can 
be improved.

Look around your community. What needs, wants, or problems exist? Identify five opportunities 
that you believe exist right in your local community.

Take Act ion. 

  Take Control!

SAFARI TIP #14: 	  
Look at “why” people buy something rather than “what” 
they buy. The idea is to get at what motivates people – 
what prompts them to buy something – what the under-
lying needs and wants are. Therein lie the opportunities.

SAFARI TIP #15: 	  
Look for new uses for old products – old tires, end 
pieces of lumber, old TV antennas, and so on.

SAFARI TIP #16: 	  
Look for what’s not working. You may find a way to make 
it work.

SAFARI TIP #17: 	  
Look for unhappy, dissatisfied people. Here you will find 
needs and wants that are still to be addressed.

SAFARI TIP #18: 	  
Look for happy, contented people. Here you will find in-
sight into what has worked and what might work better.

SAFARI TIP #19: 	  
Keep your eyes and ears open to things that are around 
you – what people say – what you see – what you read. 
There is no more important tip than this one!
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Assessing Your Opportunities 

Once you have found an opportunity, it is important to assess it. Is it a 
good one? Is it a great one? Is it the best one that can be found? To 
start out as an entrepreneur, the most important thing to have is a good 
opportunity. Your idea is also important. But, as we have noted, if your 
idea doesn’t fit with an opportunity, it will be hard to succeed. The follow-
ing represent some of the key questions you can consider when assess-
ing an opportunity you have found. 

“Assessment”

Actual: Is it really an opportunity? 

Seen: Has it been seen by others? 

Selected: If seen, have others acted upon it? If not, why not? 

Enduring: How long will it last? 

Satisfied: Are you satisfied that you have accurate and sufficient information? 

Specific: Have you specifically defined the opportunity? 

Many: Do, or will, many care about the product or service you will provide? 

Experience: Do you really know what you’re doing in this area? 

Number 1: Is it the best opportunity you can see? 

Think: Can you come up with a good idea that fits with the opportunity? 

Once you have a good opportunity, you need a good idea.

Apply this assessment activity to the opportunities you identified earlier. Which is the best 
opportunity among those you identified?

Take Act ion. 

  Take Control!
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Generating Ideas

Armed with a good opportunity, you also need a 
good idea. Most entrepreneurs start with finding 
a good opportunity. Then they look to develop a 
good idea. How can you look for, find, and create 
ideas? Here are some tips for generating, and 
evaluating, ideas.

1.	 Believe you are creative and don't be afraid 
of being wrong.

2.	 Listen, really listen, to what others have to say.

3.	 Listen to, accept, and think about criticisms 
you receive from others. 

4.	 Break with your habits and routine. Force 
yourself into something new to gain a new 
perspective.

5.	 Role play. Pretend you are someone, or 
something, other than who you are.

6.	 Relax. Have fun. Kid around. Humour and 
fun allow the mind to venture down new, 
previously untraveled pathways.

7.	 Practice coming up with ideas for every 
problem, challenge, etc., you see, hear 
about, or come up against.

8.	 Daydream. Let your mind wander and see 
where it ends up.

9.	 Look at two things that are totally unrelated. 
Can you link them together in a new, 
innovative way?

10.	Ask lots of questions – and then listen to  
the answers.

11.	 Ask new and different questions – ones that 
are unexpected, perhaps illogical, perhaps 
a little crazy – perhaps ones that will make 
you think.

12.	Try to come at a problem from an entirely 
new perspective.

13.	 Write all your ideas down. Don't let them  
get away.

It has often been noted that one of the 
biggest blocks to creativity is thinking you 
are not creative. Do you think you are a 
creative person?

How About You?

1 2 3 4 5

NOT VERY
CREATIVE

VERY
CREATIVE
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Evaluating Ideas
Once you have an idea, or a bunch of ideas, you have to evaluate or 
assess them – just as you would evaluate an opportunity. The following 
are some suggestions for evaluating the ideas you are able to generate.

Are you a planner? 
Have you planned 
something in your 
life? If so, how did 
it go? What did 
you learn from the 
experience?

How About You?

1.	 What do others think of the idea?

2.	 Has the idea been tried before?

3.	 If not, why not?

4.	 If so, with what success? Can 
you improve on that?

5.	 What information was used 
to generate the idea? Was it 
accurate, dependable, reliable 
information? Was it sufficient?

6.	 How confident do you feel about 
the idea?

7.	 What are the risks associated 
with the idea? Are they 
controllable?

8.	 Is the idea directly related to an 
opportunity? Specifically define 
the opportunity.

9.	 Is there a “user-market“ for the 
idea? Define it. How large is it?

10.	 Will there be much resistance 
to the idea? From where? 
Why? Can such resistance 
be overcome?

11.	 Is much money necessary to 
finance the idea? Will it likely 
be available?

12.	 Have you made any questionable 
assumptions in formulating 
your idea?

13.	 Is there a better idea available?

Try and come up 
with five ideas 
for the best 
entrepreneurial 
opportunity you 
identified.  
Then, assess your 
ideas and pick the 
best one.

Take Act ion. 

  Take Control!

The Importance of Planning
Once you have a good opportunity and a good idea, the important next 
step is to put together a good plan. Having a good plan is crucial to 
being a successful entrepreneur. You can find sample plans at the Ca-
nadian Foundation for Economic Education’s (CFEE) website – “Entre-
preneurship: The Spirit of Adventure.” You can get to it via CFEE’s site 
– www.cfee.org or www.cfeespiritofadventure.com. It will show you the 
different parts of a plan that you can include in a “Venture Plan.”

One thing to remember though is to keep your plan flexible. You 
don’t want it to be too rigid. You don’t want it to be a strait-jacket on 
you as you try to succeed. Very seldom will things ever go exactly as 
planned. You will have to adapt to the things you didn’t expect – or that 
you encounter. So have a plan – but have a plan that can change as 
your venture unfolds. 
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Getting Started in Starting a Business
If you would like to explore the possibility of starting 
a business, CFEE has a website to help. The site is 
called “Entrepreneurship: The Spirit of Adventure” 
and you can access it through this link:  
http://cfeespiritofadventure.com/.

The website allows you to access interviews and 
profiles of about 30 entrepreneurs who talk about 
their experiences in their chosen venture. There are 
large and small ventures, and for-profit and not-for-

A key part of your plan will also be to identify the 
resources you need. Entrepreneurs can fail by trying 
to do too much themselves. Be honest about the tal-
ent and skills you have. Then make sure you partner 
with, or hire, people with the other skills you need. 
The quality of the resources you employ, acquire, 
and use will affect the success of your venture.

Finally, if you try your hand at being an entrepre-
neur, be prepared for success. Some entrepreneurs 
fail because they didn’t plan for success. What if 
things go well? What if things go very well? Are you 
prepared for the impact that success may have? 
Experiencing success, and handling growth and 
expansion, are some of the biggest challenges en-
trepreneurs can face.

So be prepared, and plan for, success. And be 
cautious in managing the challenges of growth. 
Getting a venture started is one thing. Managing its 
success is a whole other set of challenges.

There you have it – a basic primer on entrepreneur-
ship and what it takes to be an entrepreneur – or an 
entrepreneurial person. Of course, there is much more 
you can learn about being an entrepreneur or an enter-
prising person. There are many other resources that can 
help you. CFEE’s website Entrepreneurship: The Spirit 
of Adventure – has a great deal of information and re-
sources – including some tools to help you explore your 
entrepreneurial potential. There are also a wide range of 
videos to help you learn more about entrepreneurship 
at: www.cfeespiritofadventure.com 

In addition, remember that entrepreneurial and 
enterprising skills can be applied by virtually anyone 
– to any kind of venture. You will have to decide if 
you are interested, and have what it takes, to be an 
entrepreneur. Or, are you more interested in being 
enterprising – in the work you will do for others? 

In either case, working for others or working for 
yourself, you will likely look to earn an income. If so, 
try to work at something you enjoy. Remember the 
importance of passion and working at something 
you really enjoy. It makes success more likely – and 
makes life more enjoyable. That won’t be possible for 
everyone. It may not be possible at some points in 
your life. You may have to take whatever job you can 
to get to earn the income you need – for yourself and 
possibly other family members. But, when you can, 
and as it is possible, try and work where your pas-
sion lies. It may require some hard work and creativi-
ty to get there – but it will probably be worth it.

Are there successful companies you 
can think of that were not able to 
build on their success?

Think About I t

profit ventures. There are also many short videos 
offering advice on a wide range of topics. There are 
self-assessment surveys to help you explore your 
entrepreneurial potential, templates for preparing 
business plans, and much more. The site can help 
you further explore your interest in being an entre-
preneur and also help if you decide to take the step 
to create a new venture.
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Module Summary

Say What? Possible New Terms!

1.	 Entrepreneur: a person who recognizes an 
opportunity (need, want, or problem) and uses 
resources to pursue an idea for a new, thoughtfully-
planned venture.

2.	 Enterprising person: someone who applies 
entrepreneurial characteristics and skills to any kind 
of endeavour.

3.	 Self-efficacy: your belief in your ability to 
accomplish goals and tasks.

4.	 Entrepreneurial opportunity: a need, want, or 
problem for which a reasonable number of people 
(to make a venture viable) would welcome a solution.

Did It Stick? Can You Recall?

1.	 What skills and characteristics are common to 
many entrepreneurs?

2.	 What contributions do entrepreneurs make 
to society?

3.	 What skills can an entrepreneur often “employ” 
rather than develop in themselves?

4.	 What are key steps in setting up a venture?

5.	 What are some tips for identifying entrepreneurial 
opportunities?

6.	 What are some ways to go about generating 
entrepreneurial ideas?

7.	 Why is planning so important for an entrepreneur –  
or enterprising person?

Thinkabout... or Discuss:

•	 Are there entrepreneurial people/leaders in your 
school? If yes, what makes them entrepreneurial?

•	 What are some entrepreneurial opportunities in your 
own community?

•	 Who are some of Canada’s most famous 
entrepreneurs? What contributions have they made 
to Canada?

•	 What major Canadian companies were started by an 
entrepreneur? Who were those entrepreneurs?

•	 What are some of the most common mistakes made 
by entrepreneurs?

•	 What enterprising skills do you have? What ones 
would you like to work on? How could they help you 
as an employee working for someone else?

•	 Who are some of Canada’s leading “social 
entrepreneurs” – past and present – who have made 
a difference in our society, living conditions, and the 
well-being of Canadians? 

•	 Don’t worry if you don’t have an interest in 
being an entrepreneur. Most people won’t be 
entrepreneurs. And we don’t need everyone 
to be an entrepreneur. We need many people 
to work for and help our entrepreneurs. 
But that doesn’t mean you can’t be an 
enterprising person.

•	 Don’t get down if things don’t go well, if you 
make a mistake, or if you try at something and 
fail. Most entrepreneurs fail 3-6 times before 
they succeed. But they regard each failure as 
a learning experience – and a stepping-stone 
to success. Keep your spirits up. Persevere. 
Be determined. And try again.  

•	 As noted, the number one factor related to 
entrepreneurial success is a passion – doing 
what you love to do. If you have a passion, 
be creative in looking for ways to turn that 
passion into a venture or a career. 

Tips & 
   Suggest ions

•	 Visit CFEE’s Entrepreneurship: The Spirit of 
Adventure web site at  
www.cfeespiritofadventure.com

•	 Visit the web site of Futurpreneur Canada at  
www.futurpreneur.ca

•	 On the Internet, you may wish to search: 
–  Entrepreneurship in Canada 
–  Canadian entrepreneurs 
–  Contributions of Canadian entrepreneurs 
–  Common mistakes made by entrepreneurs 
–  Entrepreneurial and enterprising characteristics  
   and skills

Tech Talk
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SPENDING MONEY AND  
TAKING CONTROL

Part 3
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MONEY BASICS

$$ What money is

$$ What we use as money

$$ Characteristics of money

$$ Roles of money

$$ Impact of inflation on the purchasing power of money

$$ Role of the Bank of Canada

$$ How financial institutions work

U sing money wisely is a skill – and a skill that 
will usually pay off. Any skill, like being a 
plumber, an auto mechanic, a doctor, or a 

dentist requires learning – what’s important to know, 
how things work, how to do the work, what can go 
wrong, and what to do in certain circumstances.  

That’s the case with money too. There are things 
to learn about money that can help you to take 
better control, make better decisions, and have a 
better chance of achieving your goals. To help you 
take better control of money in your life, let’s cover 
a few of the “basics.” These can help build your 
basic understanding as you get more and more 
involved with money and money decisions.

Module 8

How would you rate your general money 
knowledge and skills?

How About You?

1 2 3 4 5

NOT VERY GOOD EXCELLENT

Let 's Discuss...
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If you had to describe to someone 
what money is, what would you say?

Think About I t

First question – What is money anyway?

In the old days, what people used as money often 
had value in and of itself. For example, some money 
was made from metals like gold and silver. The coins 
were actually valuable because of the metal they 
contained. A gold coin had a value based on the 
worth of the gold used to make it. Money made of 
material like gold and silver is said to have “intrinsic” 
value. There was actual value in the money itself.

That is not the case today. A $100 bill doesn’t 
contain $100 worth of metal or any other material 
worth anything close to that. The $100 bill doesn’t 
”contain” $100 in value – it ”represents” $100 in 
value. You can use a $100 bill to buy $100 worth of 
stuff. Stores, for example, will provide you with prod-
ucts worth $100 in return for that colourful (and now 
plasticized) little piece of paper. You don’t have to 
give them gold, or a goat, or bushels full of grapes. 
One little piece of paper and you can walk out with 
$100 worth of product – with nobody chasing you. 

But why are they willing to accept it? They accept 
it because they know others will accept it from them. 
They will be able to get something else, from some-
one else, worth $100. The $100 bill has become 
“legal tender” – along with the quarter, the loonie, 
the ten dollar bill and all our other coins and curren-
cy. Legal tender is what we officially use as money. 

Go online if you can and do some 
quick research on things that have 
been used as money in the past.

Learn About

Money that doesn’t have “intrinsic value” but, 
instead, “represents value” is called “fiat money.” 
That is what we use today. A dime isn’t made of 
anything worth 10 cents. The same is true for the 
loonie, the toonie, the $5 bill and so on. They don’t 
have “intrinsic value” – but they do have “purchasing 
power.”  You can use them to buy things. 

In the course of history, a variety of things have 
served as money – gold, cows, shells, playing cards, 
and other things in countries around the world. But, 
in today’s world, what is used as money has be-
come pretty standard from country to country. That 
doesn’t mean we all use the same money. Canada’s 
money is different from money used in the U.S., Ja-
pan, Europe, Russia, and so on. What is common is 
that all countries, for the most part, use fiat money. 
There aren’t countries using cows as currency any-
more. However, in some countries you can probably 
still trade a cow for some things.

Trading one item in exchange for another 
without using money is called “bartering.” Barter-
ing is basically another word for trading – trading 
one thing for something else. The problem with 
bartering for a modern economy is that with so 
many goods and services produced, setting prices 
would be a nightmare. What is one computer worth 
– 500 towels? Or 3 bicycles? Or a six-person 
tent? Or ½ of a good lawnmower?
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Have you ever bartered or made a trade – and exchanged one thing for another without using 
money? If so, how did that come about? Was it easy?

How About You?

You get the picture. Money makes buying and selling 
(exchanging) things much easier. However, because 
all countries don’t use the same money, there is also 
a need for “foreign exchange markets.” You may have 
participated in a foreign exchange market if you have 
ever had to use Canadian dollars to buy U.S. dollars, 
or Euros, or Japanese yen. Foreign exchange markets 
enable the currency of one country to be exchanged 
for the currency of another country.

You have probably heard talk about the exchange 
rate of Canadian dollars in terms of the money used 
in another country – for example, the U.S.. You will 
often hear news reports talk about the value of the 
Canadian dollar in terms of the U.S. dollar because 
the U.S. is our neighbour, many Canadians travel 
there, and the U.S. is our largest trading partner.

Have you ever had to exchange 
Canadian dollars for the currency of 
another country? If so, how did you 
do that? What was the cost to make 
the exchange? Why was there a cost? 
Did you use the money when you 
visited another country? If so, how 
did the costs for things compare with 
the costs in Canada? If costs were 
different than in Canada, why do you 
think that was the case?

Think About I t

The value of the Canadian dollar in terms of 
the U.S. dollar will be affected by many things. It 
would almost be a book on its own to discuss all the 
factors that can affect the international value of our 
money. For our purposes here, just be aware that 
the exchange rates between the Canadian dollar 
and other currencies will change over time and will 
be influenced by a variety of factors. (If you want to 
learn more about exchange rates, go to the Cana-
dian Foundation for Economic Education’s website, 
”Money and Monetary Policy in Canada.”) 
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How do you like to pay for things you buy? Do you carry much money on you?  
Why or why not? 

How About You?

So money needs to be durable, not easily repro-
duced, available in sufficient quantity for transac-
tions in the economy, easily carried, and divisible. 
But more than anything, it has to be widely accept-
ed as money.

So what we use as money has changed over 
time. How we use money has also changed. Today, 
we have a pretty sophisticated financial system – 
one in which you often don’t actually need to hold or 
handle much money. Why? Because we have things 
like debit cards and online banking. We can transfer 
money through our computers from the comfort of 
our homes – or in our car – or on the bus. We can 
send money to someone overseas in a flash. Things 
have changed dramatically over the last thirty years 
or so in terms of money and how we use it.

So different countries use different kinds of cur-
rencies as money. But, for something to serve as 
money, it has to have some specific characteristics.

•	 It has to be durable. If we used apples, they 
would rot. That wouldn’t work.

•	 It must not be easily reproduced. We could use 
chestnuts. They’re pretty durable. But soon everyone 
would be planting chestnut trees. There would soon 
be so many chestnuts, and prices would rise so high, 
you’d need a wheelbarrow full of chestnuts to buy a 
loaf of bread.

•	 While it must be relatively scarce and not easy 
to reproduce, it can’t be too scarce. If it was, we 
wouldn’t have enough for all the exchanges that have 
to take place. So we could use whooping cranes – 
but we’d never have enough for the money we need.

•	 It also has to be easy to transport and carry around. 
We could use elephants but just try putting a couple 
of them in your pocket or purse.

•	 And finally, it has to be divisible into fractions. We 
use a dollar as our basic unit of currency but we also 
have 5/100 of a dollar (nickel), 10/100 of a dollar 
(dime) and so on. 

Examples of early Canadian coins.  
National Currency Collection, Bank of Canada;  
Photography James Zagon, Ottawa.
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Why might the price of a product 
decrease? What are possible reasons 
why a product might go on sale? Why 
might the price of a product rise?

Think About I t

There are three basic roles.
First, money serves as a “medium of exchange.” 

As we have noted, it helps us buy things from one 
another. It is a lot easier to use money than to barter 
and try to exchange one item for another. We all use 
money to buy things – as a medium of exchange. 
But this brings us to another role of money – it 
makes it easy to set prices.

Rather than having to set prices in terms of all 
sorts of things, prices are set in terms of money. 
How much money does it cost? What is the price? 
Everything has a price – in terms of money. Money 
is said, then, to serve as a “unit of account.” That 
makes things easier too.

Finally, money serves as a “store of value.”  That 
means we can save it and use it in the future. We 
can store money for the future in different ways – 
and in different places. We can even try and do 
things with the money we set aside to try to increase 
its value – by saving or investing it.

Do you have savings or investments? 
If so, how have you saved or invested? 
Has the value increased?  
Or decreased?

How About You?

But what roles do money serve for us? 

So let’s review a list of some key things to note 
about money:

•	 Our money isn’t valuable in and of itself. Its 
value is in what we can get with our money – it’s 
“purchasing power.”

•	 Prices will affect the purchasing power of our 
money. If prices, on average, rise, that will lower 
what we can buy with the same amount of money. 
Rising prices therefore reduce the purchasing 
power of money. 

•	 If prices, on average, rise in an economy, that is 
called “inflation.” The job of trying to control inflation 
in Canada lies primarily with the Bank of Canada. 
You can’t do your banking at the Bank of Canada. It 
is an agency of the federal government. The banks 
deal with the Bank of Canada – individual Canadians 
and businesses do not. An important job of the 
Bank of Canada is to try and influence the levels of 
spending, the money supply, and interest rates so 
that prices are kept pretty stable. There is probably 
no more important role for the Bank of Canada than 
to keep the rate of inflation under control to help 
protect the purchasing power of Canada’s money. 
(The Bank of Canada usually sets its sights on about 
2% inflation rate for Canada’s economy.)
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•	 Most of us keep much of our money in financial 
institutions. We have a variety of ways to get and 
use our money – cash, cheques, debit cards, 
online transfers – if, for example, we want to make 
a purchase – like buying a book, a meal, a car, a 
computer, etc.

•	 Credit cards are not a form of money and they don’t 
help us get and use our money. They help us get 
and use someone else’s money – such as money 
that a bank has made available to you on a credit 
card if you need it.

•	 Most of us “store” our money in financial institutions 
by putting it in different kinds of accounts – savings 
account, chequing account, savings-chequing 
account, tax-free savings account, and so on. We 
may invest some of those savings to try and increase 
the value of our savings in the future. For example, 
we might invest some savings in stocks, bonds, 
mutual funds, treasury bills, and so on. Therefore, by 
putting our money in a financial institution, we can 
store our money to protect it, be able to get it when 
we need it, and hopefully find ways to increase its 
value over time.

•	 Inflation makes it harder to increase the value of our 
savings. If you are able to earn 3% interest on your 
savings in a year, but inflation is 3%, your savings 
will have trouble increasing their “purchasing 
power.” Inflation can eat away at the value of our 
money and make saving for the future more difficult.

•	 At the same time, if inflation is 3%, gaining 3% 
on your money is better than earning nothing at 
all. If you don’t earn 3%, the purchasing power of 
your savings may actually fall. So it is a good idea 
to put your savings to work to try and earn some 
more money for you – and to protect its value and 
purchasing power from inflation.

Before we wrap up this brief primer on money, there 
is another key point to make. In addition to the other 
key role we mentioned about the Bank of Canada – 
that is, influencing interest rates, the money supply, 
and level of spending to keep inflation under control 
– the Bank of Canada also produces our currency – 
our paper money. (Note: the Canadian Mint produc-
es our coins.)

Since the Bank of Canada can print money, the 
question may come to mind – why not just print 
more money and give it to people and make every-
one better off. Sounds like a good idea. Unfortu-
nately, here’s why it won’t work.

Think of the game “Monopoly.” If you have never 
played Monopoly, get someone to briefly explain the 
game. In essence, though, here’s how it works. Play-
ers role dice and move their player pieces around 
the board, buy “properties” that are available for 
sale, trade to form “monopolies,” (get all the prop-
erties that are of the same colour or type) and build 
houses and hotels to try and make more money than 
the other players – and win the game.

At the beginning of the game, players are given 
a certain amount of money. They use this money to 
buy properties, to buy and sell properties to form 
their monopolies, and to buy houses and hotels. 
Now what if we doubled the amount of money in the 
game? Would the players, overall, be better off? 

What do you and others think of 
Canada’s “plasticized” money?

Discuss
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No. Why not? Because there is no added “value” 
in the game that the money can buy. There are the 
same number of properties, houses, and hotels. The 
added money can’t be used to buy anything new. 
The players may have more money but they will need 
more money, due to higher prices, just to buy the 
same things as they would in a game with half the 
amount of money. In terms of “real value,” players 
are no better off having twice as much money.

What will be the result? Prices in the game will 
increase. In fact, on average, they would likely double. 
The added money would be “chasing after” the same 
quantity of goods. With more money in the game, 
prices will be bid up as players look to build their 
monopolies and make exchanges with one another.

The same is true in our economy. If we add more 
money to the economy, but don’t produce any more, 
the added money will just push up prices. This 
brings us to a key point. Money is of little value in 
and of itself. We can’t eat it, wear it, or build houses 
with it. Its value is in what it can buy – its purchas-
ing power. So if we have twice as much money – 
but prices double and we have nothing more to buy 
– we are no better off. 

Things are different when the economy produces 
more. More money will be needed by the economy 
when there are more goods and services produced. 
More money will be needed so that the new items 
can be bought. But if it’s just the same quantity of 
stuff in the economy this year as last year, any add-
ed money will just lead to things costing more. And 
inflation will just eat away at the purchasing power 
of our money. 

So keeping inflation under control is a key job 
for the Bank of Canada. If you want to learn more 
about interest rates and monetary policy, visit 
CFEE’s website, ”Money and Monetary Policy in 
Canada.” You can access the site via CFEE’s main 
website www.cfee.org.

That’s not an easy job. Luckily the Bank of 
Canada has very capable people managing our 
“monetary conditions.” Canada has a very good 
international reputation for managing our money 
well – as a country.
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To review – money is a “medium of exchange” (we 
use it for spending), a “store of value,” (we use it 
for saving and investing), and a “unit of account,” (it 
enables us to set all prices in terms of money.)

When it comes to what we do with money, 
everyone faces a variety of money challenges and 
decisions. These decisions include:

•	 Getting money

•	 Spending money

•	 Overall budgeting, planning and managing money

•	 Borrowing money

•	 Saving and investing money

•	 Protecting money

•	 And donating money – giving some of our money 
away to others

50 livres, French Regime playing card money – Reproduction, 1714, Canada.

We have looked at ways of “getting money” in earlier 
modules. We have also looked at how to make good 
decisions when it comes to spending money. We’ll 
soon look more closely at some of the “major ex-
penses” – the bigger things that many people spend 
money on. As we continue, we will look at each of 
these other money challenges and decisions as well. 
We will try and help you develop your money skills 
– take more control over your money – and have a 
better chance of reaching your financial goals. 

Let’s turn our attention to the overall challenge of 
budgeting, planning, and managing your money.
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The Business of Banking

Banks Aim to Earn a Profit for Shareholders

Banks operate as businesses and, as such, aim to 
make a profit. The profit earned by the banks can 
be reinvested, saved for reinvestment in the future, 
or distributed to shareholders – the owners of the 
bank. Most Canadian banks are privately owned 
by many shareholders and the shares are available 
for purchase on the public stock exchange. The 
shareholders receive a share of the profits, which 
are distributed as dividends.

How Financial Institutions Work

What Do Banks Do With Their Deposits?

In managing their deposits, banks will allocate their 
deposits in three general areas:

•	 Cash reserves: These are held to cover day-to-day 
needs for cash, and some are held for precautionary 
reasons to cover potential, unforeseen needs. 

•	 Highly liquid assets: These include treasury bills, 
which earn interest but are quickly convertible to 
cash if the bank should find that it has additional 
cash needs. Liquidity refers to how quickly an asset 
can be converted to cash at a predictable value. 

•	 Less liquid assets: These include commercial, 
consumer, and mortgage loans, which return a 
higher rate of interest to the bank but are less easily 
converted to cash and represent greater risk. 

Do you have money deposited in a 
bank? If so, how did you decide which 
bank to use?

Do you actually use much cash these days to handle your purchases? How do you 
prefer to handle your purchases? Do you know of any costs you incur when you use 
other forms of payment?

How About You?

How About You?

Can you think of times when banks 
may need to have more cash on hand 
to respond to depositors wanting to 
withdraw cash?

Think About I t
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The Expense Side

What costs does a bank incur in operating its busi-
ness affairs? We know that a bank incurs a cost for 
the funds held as interest-bearing deposits. That is, 
a bank has to pay interest on its deposits. In addi-
tion, a bank faces costs such as salaries for employ-
ees, property expenses for its branches and offices, 
advertising, branch operations, and taxes. In other 
words, a bank faces most of the normal operating 
costs that other businesses face. 

Another potential expense for a bank is not as 
obvious – and that is the allowance for possible 
losses on loans. As you can imagine, banks make 
loans on the assumption that they will be repaid. 
Extensive checks are done on a borrower before the 
bank provides a loan in order to try to ensure the 
loan will, in fact, be repaid. But sometimes things 
don’t go as planned or forecasted and some bor-
rowers may find that they can’t meet their payments. 
They may even encounter such hardship that they 
may not be able to repay the loan – or a portion of 
the loan. The banks have to plan for the possibility of 
such situations and the possible cost of loan losses. 

That’s the cost side of the banking business. 
What about the income side?

Banks will hold on to sufficient funds as cash or 
highly liquid assets for those clients with deposits 
to feel confident that they can always access their 
funds when needed. 

The decisions made by banks about the quantity 
of liquid assets, such as cash, to hold in reserve 
are determined by a variety of factors. For exam-
ple, during the Christmas season, people tend to 
withdraw more funds and spend more. The banks 
will need to have a higher quantity of liquid assets 
available at such times. 

But not all of the banks’ deposits need to be held 
as cash or in highly liquid form. Why? Since the vast 
majority of payments made today are not in cash, 
but via cheque, debit card, or online transfers, the 
banks only need to hold a relatively small portion 
of all their deposits to service the needs of their 
depositors on a day-to-day basis. The rest of the 
deposited funds are then put to work by financial 
institutions as loans or investments to earn interest – 
with profit being the goal. 

We noted that banks will aim to earn a profit for 
their shareholders. Profit is defined as Total Reve-
nues minus Total Expenses. Let’s look closer at the 
expense side of the banking business.

What are the various kinds of costs a 
business may face in producing and 
providing a good or service?

Discuss



107MODULE 8

The Income Side

Banks earn income on the spread (or the difference) between the 
interest rate they pay to depositors and the interest rate that they charge 
to borrowers. But that’s not the only way in which the banks can earn 
income. Banks invest in assets such as bonds and treasury bills that pay 
interest to the banks. Banks also earn income from foreign exchange 
commissions as people and businesses pay a fee to convert money from 
the currency of one country to the currency of another. They also earn 
significant income from a variety of possible fees that may be charged, 
such as those charged on/for:

•	 certain bank accounts as 
maintenance fees 

•	 providing hard copies of bank 
statements 

•	 requesting a deposit slip

•	 returned deposit fees  
(if someone writes you a NSF 
cheque) 

•	 overdraft charges

•	 ATM fees

•	 notarizing documents

•	 lost card fees

•	 and others

As with any business, if a bank’s total revenue exceeds its total expens-
es, it earns a profit. Generally, the better a bank is managed, the higher 
its profit and its stock price will be. However, if a bank is not managed 
well, and if its performance doesn’t meet expectations, disgruntled 
shareholders may exert pressure for changes in the bank’s management. 

What fees might you be paying to a bank for services 
the bank provides?

Think About I t
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Module Summary

Say What? Possible New Terms!

1.	 Financial independence: having access to 
enough income to enjoy life without having to work 
if you do not wish to do so. You are not reliant on 
others for the money you need to live.

2.	 Intrinsic value: when money has value in and of 
itself. For example, money made from gold or silver.

3.	 Fiat money: when money has no value in and of 
itself but only in terms of the value it represents and 
what it is able to buy – its purchasing power.

4.	 Legal tender: the official money in a country that is 
widely accepted.

5.	 Exchange rate: the value of one country’s currency 
in terms of the currency of another country.

6.	 Foreign exchange market: locations where the 
currency of one country can be exchanged for the 
currency of another country.

7.	 Bartering: when one item is exchanged directly for 
another without using money.

8.	 Medium of exchange: one of the roles of money 
where money makes it easier to acquire goods and 
services we need and want.

9.	 Unit of account: one of the roles of money where 
we are able to set prices in terms of money to reflect 
the value of a good or service.

10.	Store of value: one of the roles of money whereby 
it is possible to save money rather than spend it and 
try and increase its value in the future.

11.	 Purchasing power: the ability of money to acquire 
goods and services. As prices rise, the purchasing 
power of money falls.

12.	 Inflation: a rise in the average price level of good 
and services in the economy.

13.	 Bank of Canada: Canada’s central bank that holds 
the responsibility, among other things, of influencing 
interest rates to keep prices relatively stable and 
protect the purchasing power of Canada’s money.

Did It Stick? Can you recall …?

1.	 What is money and what are the roles of money? 

2.	 What are the characteristics of something that can 
serve as money?

3.	 Why does bartering pose challenges for a 
modern economy?

4.	 What are the different ways people can access and 
use their money today?

5.	 Why does the Bank of Canada try to keep prices 
stable in the economy? 

6.	 Why can’t the Bank of Canada just print more 
money, distribute it, and make everyone better off?

•	 How and why could playing cards ever have been 
used as money?

•	 What are the disadvantages and harmful effects of 
inflation in the economy? 

•	 Who tends to get hurt most by inflation? Who 
might benefit from inflation? 

•	 How does the Bank of Canada try to keep inflation 
under control?

•	 What factors do you think might affect the ex-
change rate of the Canadian dollar with the U.S. 
dollar? Who benefits if the value of the dollar rises? 
Who benefits if the value falls?

Thinkabout … or discuss:
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•	 Keep an eye on the rate of inflation and whether 
it looks like inflation may be rising. This can 
affect prices and interest rates.

•	 Be careful when doing online banking. Do your 
banking from secure sites – and never share 
“PINS” or “passwords” with others. Don’t 
have them on your cell phone, etc. so that, if 
your phone is lost or stolen, no one can find 
your passwords.

•	 Be careful in using random “ATMs” in locations 
where you think they might not be secure and 
well monitored. ATMs can be compromised by 
thieves to steal your PIN and then try and  
access your accounts. Try and use ATMs you 
feel you can trust and that are well protected.

Tips & 
   Suggest ions

On the Internet you may want to search for,  
or visit the web sites of:

•	 Things used as money

•	 Money in early Canada

•	 Bank of Canada – and Role of the  
Bank of Canada

•	 Why we worry about inflation

•	 Canada’s paper currency

•	 Factors affecting the value of Canada’s money

•	 Canadian Mint

Tech Talk
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TAKING CONTROL OF YOUR MONEY

$$ Tracking your spending

$$ Budgeting

$$ Budgeting tips

$$ A sample budget

$$ Moving out on your own

$$ Taxes

Module 9

L et’s assume you have found one or more 
ways to get money. You have an income 
coming in. You have money decisions to 

make. What are you going to do with your money? 
How are you going to manage it? Do you already have your money 

under control? Do you know where 
it’s going – how you are using it?  
Are you able to save money or do you 
always tend to be short of money? 
How are you as a saver?

How About You?

1 2 3 4 5

HAVING TROUBLE
SAVING A DIME

GREAT
SAVER

Tracking Your Spending
Putting together a basic “budget” can help you man-
age and control your money. A budget is a plan for 
how you use your money on a month-to-month basis. 
It helps you look at your expenses – both those you 
have each month and those that come up now and 
then. It helps you work out how you will cover your 
expenses from your income. A budget also helps 
you to save, build up your savings over time, and 
achieve your financial goals.

Interestingly, survey after survey shows that most 
people think that having a budget is important – and 
budgeting is a wise thing to do. But, as surveys also 
show, most Canadians don’t work with a budget. 
Why not? 

Many people don’t budget because they feel that 
they don’t earn enough money to need a budget. In 
reality, the less money you have, the more likely it is 
that a budget can help you. You will want to get the 
most out of your money. You won’t want to waste any. 
You’ll want to make as many “good” money decisions 
as you can. Budgeting can help – and can help most 
people regardless of how much money they have.

How will you afford some of the 
bigger things you hope for some day if 
you don’t save for the future? Is there 
anything you want you know you will 
have to save for?

Think About I t

Let 's Discuss...
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There are also many people who don’t budget 
because they fear that a budget will put them in 
a “financial strait-jacket.” They think a budget will 
have too much control over what they do. Actually, 
a person who fears that a budget will control them 
too much is often a person whose spending is out 
of control. If you fear a budget, you probably need to 
budget. A budget helps you gain control – not lose it.

Deciding to budget is a sure sign you have de-
cided to take control of your money. But have you 
any idea how your money is being used – where it 
is going?

Did you ever think of having a budget 
to help you? Do you already have a 
budget? Do you know if your family 
works with a budget?

Based on how you use your money,  
what categories of spending would 
you list?

How About You?

How About You?

Whether or not you use a budget, stay in control of your money. Know where it’s going. And 
make sure it’s going where you would like it to go.

Take Act ion. 

  Take Control!

The best way to start taking control of money is to 
“track your expenses.” And that isn’t hard today with 
how easy it is to carry a little notebook or use the 
note pad on a cell phone or other hand-held device. 
All that you have to do is, over a month or two or 
three, write down what you spend your money on: 
$12 movie; $35 scarf; $19 book; $80 bus pass; 
and so on. 

Then, take a few minutes at the end of that time 
and write down a number of categories. These might 
include:

•	 Transportation

•	 Snacks, eating out, and food in general

•	 School supplies

•	 Movies, music and entertainment

•	 Your hobby

•	 Cell phone or Internet

•	 Savings

•	 And so on.
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What percent of your money do you 
think you spend on each category you 
identified above?

How About You?

Next, before you add up how much you have spent 
on each category, write down the percentage of 
your money you think you spend on each category.

Then add up how much money you actually spent on 
each category. See if the results surprise you. Or see 
if the results come close to what you expected. This 
will give you one sign as to whether you know where 
your money is going – and if you are in control.

There is one other thing you can do too. Look 
at how much you are spending in each category. Is 
that the way you want to be using your money? Are 
you spending more in some areas than you would 
like to – or think you should? Are you saving as 
much as you would like – or need to?

Going through this exercise – seeing where your 
money is going – and thinking about where you want 
it to go – should tell you pretty clearly if you need to 
budget. If you are pleased with how things are, and 
happy with how you are using your money, you may 
not need a budget – at least not yet.

It may be that you are in control of your money 
and managing it well. However, as you make more 
money, take on new expenses, and life becomes 
more complicated, you may find that a having bud-
get will help you stay in control. At the very least, 
on a regular basis, you should do a check on how 
you are using your money. Track your expenses 
over a period of time. See if things are still on track 
and how you would like them to be. Your goals may 
change. You may start to build a household and 
family. You may lose your job – or get a job – or get 
a better job – or get a raise.

Life is always changing. So keep in touch with 
how you are using your money – and check whether 
it is being used as you would like.

Save some of your money! If at all 
possible, get into a habit of saving – 
even if it isn’t a lot. There is a saying 
that “few people get rich off their 
income.” Build up some savings if 
you can. It can make a big difference.

As your life circumstances change, 
think of the changes this may have 
on how you use your money. Do 
you need to change your budget? 
Or do you now need to budget if 
you didn’t before?

Take Act ion. 

  Take Control!

Take Act ion. 

  Take Control!
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Now, on the other hand, when you track how you 
are using your money, you may not like what you 
find. You may find you are spending more on one 
area than you would like. You may find you aren’t 
saving enough – or that you are charging too much 
on credit cards – or that you aren’t able to spend 
money in some areas that you would like. Maybe you 
would like to join a club or a workout program and 
don’t have the money to do so – based on how you 
are currently using your money.

If you find things are not as you would like – or if 
you would like to change things for some reason – 
or if things have changed in your life – you may find 
that budgeting your money will help. And even if you 
are happy with what you find, you may want to use a 
budget too – to keep you on track and to keep you 
in touch with where your money is going. A budget 
is a great way to keep control of your money – or 
gain control if things are not going as you would like.

Let’s take a closer look at what a budget is and 
how it can help you.
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Controlling Your Money – Budgeting

Let’s look at a sample budget. 

A budget is not a strait-jacket. If anything, it can help give you greater 
financial freedom. 

A budget helps you know where your money is going. As you work 
out your budget, you may find ways to cut back or ways to save more. 
If you can, use your budget to pay yourself first. If you pay yourself last, 
it often ends up that there is nothing left. Put some of your money in 
savings when you get it and budget how you will use the rest. Even 
if it is a small amount, try and start by paying yourself – with savings. 
And try and make saving a habit from a young age. It is a great habit to 
develop. It can be an important way to achieve your goals.

Basically, a budget involves comparing your income with your ex-
penses. It gives you a picture of your financial situation – and where you 
may be heading. And it should give you a very clear indication of wheth-
er or not you are on the road to accomplishing your longer-term goals. 

The first thing to work out is your monthly income. That will tell you 
what you’ve got to work with. 

The second step is to list your monthly expenses. Some expenses 
you will be able to control (for example, entertainment). Others you can’t 
control as readily (for example, your housing costs/rent – at least you 
can’t control them today). You can always take more control of a cost 
like rent by moving to less expensive accommodation or getting a room-
mate to help share the cost – but that will take some time.

You will usually have two categories of expenses in your budget. 
First, you will have your regular monthly expenses. These are expenses 
you know you will have each month. Second, you will have your irreg-
ular expenses – those that come up every now and then or perhaps 
once a year. For example, you may have an annual car insurance bill 
you will need to pay – or a club membership – or a new cell phone 
you know you are going to need soon. You will want to plan for such 
expenses in your budget and allocate some funds each month so that 
you can pay them when they are due. 

As shown below, you can divide the total of these occasional 
expenses by 12. This will give you a target amount to set aside each 
month so that you are able and prepared to cover them. The monthly 
amount you need to set aside to cover both your irregular expenses, and 
your regular monthly expenses, make up your total monthly expenses. 

When you add up your total monthly income and your total monthly 
expenses, you will see whether you are able to save money or not. You 
will find if you are spending more than you would like in certain areas. 
You will quickly see if you are in control of your money – or heading 
toward money problems. In short, you can learn a great deal about you 
and your money by creating – and using – a budget.  
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A Sample Budget

1. YOUR INCOME: 

A. Your Regular Monthly Income Sources
Wages/Allowance 
Interest 
Other
Total					     (RM)

B. Irregular Annual Income
Income tax refund
Gifts 
Bonus
Other
Total 				     (IT)
Divide (IT) by 12 =  			    (IM)

Total Average Monthly Income
(RM + IM) =  			    (MI)

2. YOUR EXPENSES: 

A. Regular Monthly Expenses
Food 
Transportation
Phone/Internet
Recreation/Entertainment 
Savings 
Loan Payments 
Emergency Fund 
Housing Costs 
  (including utilities)
Other
Total					         (ER)

B. Irregular Annual Expenses
Medical/dental costs 
Insurance 
Gifts/Charitable 
  contribution 
Tuition/School Expenses 
Clothing 
Vacation/Holiday
Other 
Total				    	       (IE)
Divide (IE) by 12 = 			         (EI)

Total Average Monthly Expenses 
(ER + EI)=  				         (ME)

3. TOTAL MONTHLY INCOME (IM) — TOTAL MONTHLY EXPENSES (ME) = 
   SAVINGS, BALANCE, OR SHORTFALL 

If you were to put together a budget right now, what do you think the result would be? Saving 
something each month? Spending all you make? Running short each month? 

How About You?
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Remember though, this is a sample budget. Build your own – one that 
will help you. Regardless of the budget you build, there are some basic 
budgeting tips that might help. Let’s look at some of these. 

•	 Build your budget on the basis of what you need – what you spend 
money on – what you are hoping to achieve. People are different. 
Budgets are different. Make your budget work for you. 

•	 Use your budget to help make your decisions about using money. If you 
build a budget, but don’t use it, it’s a waste of time. 

•	 Keep your budget flexible. Things change. Your expenses will change. 
Your income will change. Keep your budget flexible so that it can 
change with you. 

•	 Keep your budget simple. Nothing will turn you off budgeting more 
quickly than if you make it complicated and a lot of work. Keep it simple 
and make it as easy and enjoyable as possible. 

•	 Be honest and realistic. If you aren’t honest with yourself in preparing it, 
you are only fooling yourself. Be realistic in terms of what your expenses 
are and what you might have to give up, do without, or trade off if you are 
going to get something else in the future or build up your savings. 

•	 Keep accurate and clear records. Good recordkeeping is a key part of 
good money management. You will be amazed to find out how much 
time – or money – you can save when you know where things are. The 
following are some of the important papers and records that you should 
keep and organize. Some you may have now. Some you may get in 
years to come. 

•	 birth certificate

•	 school reports and records

•	 awards received

•	 letters of recommendation 
or praise

•	 financial plan in which you set 
your goals

•	 warranties/guarantees for items 
purchased

•	 receipts for major purchases

•	 social insurance card

•	 will

•	 marriage certificate

•	 lease/mortgage papers

•	 medical records

•	 tax papers

•	 your budget

•	 club membership papers

•	 insurance papers

•	 investment papers/ 
statements/etc.

•	 unused cheques

•	 cancelled cheques

•	 passport

•	 credit card statements

•	 loan agreement

•	 bank records and statements

•	 Don’t leave these important papers scattered all over the place. 

•	 Test your budget. Don’t expect it to work out the first time that you try 
it. Give it a “test run” for a while. See how things go. Then, if need be, 
adjust your budget based on your findings. 

•	 Budget for the unexpected. Something surprising or unexpected always 
comes along. Be prepared. 

•	 Reward yourself every now and then if your budget works out well for 
you. Use a little of those added savings you built up to treat yourself to 
something as a reward for staying in control of your money. 
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•	 Budget for things that will come up once a year 
or every now and then – such as birthday gifts, 
holidays, school books, club membership fees, or 
car insurance. Don’t be caught short when those 
expenses come along. 

•	 If your budget shows you are spending more than 
you like – or want to – and you want to cut back, 
consider the following: 

-- Don’t pay others to do what you can do yourself. 

-- Always shop with a list so you don’t buy things 
you don’t need. 

-- Cut back on some of your entertainment expens-
es. Find some less costly ways to have fun. 

-- Change how you are getting around – bus rather 
than taxi or car – bike rather than bus – walk 
rather than bike.

-- Give up or cut back on “vices” – such as 
smoking, lottery tickets, junk food, computer 
games, “apps” – things you don’t really need. 

-- Just do without some things. Are there things 
you buy now that you could do without? 

If you start to budget, and find your income is the 
same as, or less than, your expenses, you may be 
able to find ways to cut back on spending to bring 
things into line – or to be able to save. On the 
income side, you may be able to look for a job, or 
find a new job, or take on an additional job to help 
increase your income. If things are not in balance, 
and you are spending more than you make, try to 
make changes to bring things into balance. It’s 
always good to be on the plus side and be able to 
save – but, at the very least, try to get income and 
expenses so they balance. 

But as much as we say that, and as much as a 
person might like to get things in balance, it’s some-
times not possible. We may find that to manage 
things that come up and surprise (or shock) us, deal 
with “life,” fix past mistakes, buy things we need but 
can’t afford from our current income, deal with a job 
loss, take advantage of an opportunity that comes 
up that’s too good to pass up, and so on, many 
people borrow money.

Borrowing money can range from putting a $5 
charge on a credit card to borrowing $250,000 for 
a house. Controlling your money is very important. 
Controlling how you use other people’s money is 
also very important. Not being able to control debt 
is one of the most common ways that people get 
into money problems. Too much debt can mean you 
can’t save – it can eat up your savings – or it can 
mean you can’t afford some things you’d like to have 
– or do some of the things you’d like to do.

Let’s turn our attention to spending on  
major purchases.  
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Do you have a credit card? Do you have more than one credit card? If so, are you paying off 
the balance each month? Or are you carrying a balance from month to month? Is that balance 
growing? Do you know the interest rate that you are paying on money you owe on the credit 
card? One of the fastest ways to have money problems is to charge more on a credit card than 
you are able to pay that month. Then it happens the next month... then the next... and, before 
you know it, you have a large balance of debt on which are you paying a lot of interest. 
Does this describe your situation? Or are you in control of your credit card(s)?

How About You?

Sample Costs When Moving Out on Your Own
When you are about to move out on your own, it is 
often difficult to estimate the various costs that you 
will face. You may be aware of such costs including 
rent, hydro/electricity, gas, food, leisure activities, 
and so on. Talking with parents and friends can help 
you get a sense of the costs you will face – and how 
much those costs might be each month. 

But, if you would like some online help, you can 
go to the following link provided by Numbeo. Num-
beo, as their website states, “is the world’s largest 
database of user contributed data about cities and 
countries worldwide. Numbeo provides current and 
timely information on world living conditions includ-
ing cost of living, housing indicators, health care, 
traffic, crime and pollution.”

Numbeo has cost estimates for living in Canada 
and you can access the site via the following link: 
https://www.numbeo.com/cost-of-living/country_
result.jsp?country=Canada

There is also a drop-down menu where you can 
enter your city and it will provide you with local 
cost estimates. Many factors will, of course, affect 
the costs you will pay. But the site does give you a 

If you are planning on moving to 
another town or city, check out how 
costs can differ from one location to 
another – sometimes by a great deal.

Learn About

sense of the costs and it also shows ranges from 
the lowest cost to the highest cost. It may help you, 
in addition to the help you will get from parents and 
friends, in estimating the costs you will face and 
what you might have to put in your budget for each 
expense. Be sure to build in a cushion in your bud-
geted costs especially when you are still figuring out 
what the exact costs could be and don’t forget to 
set aside money regularly to establish an emergency 
fund if you don’t already have one.

You can also get cost estimates from whomever 
is renting you the place you will move into. But those 
are not always precise either since people behave 
and act differently and therefore also use different 
amounts of electricity, water, internet, and so on. 
In the end, when you move out and move in to your 
own place, you will quickly find out what the actual 
costs you will incur will be and you can then adjust 
your monthly budget accordingly. 

You hope they won’t arise, but what 
unexpected or surprise costs can you 
think of that could come up – and that 
you should be prepared for?

Think About I t
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Everybody knows about taxes. Usually you hear people com-
plaining about taxes. Why do we pay taxes anyway?

Taxes are payments that we make to governments – federal, 
provincial, and municipal. It is the means by which governments 
receive the money to provide goods and services.

The primary goods and services provided by governments 
are called “public goods and services” – that is, goods and ser-
vices that everyone should have access to regardless of their 
ability to pay. That includes things like public schools, hospitals, 
sidewalks, roadways, sewer systems, defense, judicial systems 
and courts, and so on. 

Governments can also decide to produce goods and ser-
vices that are not necessarily public goods and services but 
that they think should be provided. Different political parties will 
differ in terms of the kinds of goods and services they believe 
governments should provide – and voters will determine which 
party will form the government and put their policies in place.

If a government spends more than it takes in revenue, it runs 
a deficit and will need to borrow money to cover its spending. If 
a government brings in more in revenue than it spends, it runs a 
surplus. Over time, the overall level of government debt or sur-
plus will rise or fall based on the outcome of each year. Just so 
you know, the federal debt, as of 2018, was over $650 billion. 
If you add in the debt of the provinces, the total debt is about 
$1.4 trillion.

You can see that governments, over time, have been running 
deficits much more than they run surpluses. You can follow the 
level of federal debt via the Canadian Taxpayers Federation 
“National Debt Clock” at http://www.debtclock.ca/.

We pay taxes to fund government spending. You will have 
the opportunity to exercise your right to vote in elections as 
you make decisions regarding which political party’s views and 
policies you support.

We pay both federal and provincial income taxes in Canada 
based upon the level of income we make. For example, in 2018, 
the following were the federal tax rates:

•	 15% on the first $46,605 of taxable income

•	 20.5% on the next $46,603 of taxable income (on the portion 
of taxable income over 46,605 up to $93,208), +

•	 26% on the next $51,281 of taxable income (on the portion of 
taxable income over $93,208 up to $144,489),

•	 29% on the next $61,353 of taxable income (on the portion of 
taxable income over 144,489 up to $205,842), 

•	 33% of taxable income over $205,842.

Taxes

What taxes do you know 
of that you pay? Some 
taxes are built into prices 
– such as when you buy 
gas for a car.

How About You?

What “public” goods 
and services do you use 
on a daily, weekly, or 
monthly basis?

If governments owe 
$1.4 trillion, think 
about the amount that 
is paid in interest on 
that debt each year? 
Who is going to have to 
repay that debt?

Think About I t

Think About I t
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Note the term “taxable income.” That is because you may not be 
taxed on all your income. Certain deductions may be able to be 
claimed to arrive at “taxable income.” For example, if you make 
a contribution to your registered pension plan, that amount may 
be deducted from income. Certain expenses can result in a tax 
credit that can be deducted in determining your “taxes payable.” 
For example, medical expenses or charitable donations result in 
tax credits that can reduce taxes payable. Each province or ter-
ritory also levies taxes and offers tax deductions or tax credits. 
Usually the provincial tax payable represents a percentage of 
federal tax payable but the way that provincial tax is calculated 
does vary by jurisdiction. 

If you would like some help and guidance in completing and 
filing your tax return, visit the following website of the Canada 
Revenue Agency which is the department of the federal govern-
ment responsible for administering and collecting income taxes. 
See: https://www.canada.ca/en/revenue-agency/services/tax/
individuals/topics/about-your-tax-return/tax-return/completing-a-
tax-return.html

The deadline for paying your income tax and filing your return 
in Canada for a given year is generally April 30th of the follow-
ing year. If you are self-employed, you can file your income tax 
return by June 15th. If, after completing your tax return, you owe 
money to the government, you will want to make sure your tax 
payment is made by April 30th and your return is filed by the 
due date or you will incur interest costs and a late filing penalty. 
If you are likely to get a refund – that is the tax withheld from 
various income sources is greater than the amount you end up 
owing – you should file your return as early as possible to get 
your refund cheque as soon as you can. 

When you are employed, your employer is required to de-
duct income tax from each pay-cheque and submit those taxes 
to the government on your behalf. This is referred to as “with-
holding taxes” and employers are obligated to deduct them, and 
submit them, over the course of the year. So, when you see your 
pay-cheque, you will likely see a deduction for federal and pro-
vincial taxes. At the end of the year, in preparation for your tax 
filing, your employer will give you a T4 Statement of Remuner-
ation Paid (slip) that will summarize the income you earned for 
the year, taxes deducted, etc. You will need the T4 slip as you or 
a tax preparer complete your personal income tax return.

The important thing about filing and paying your taxes is to 
make sure you file your tax return and pay the required tax on 
time. Tax evasion is illegal and generally involves not filing tax 
returns on time, claiming false deductions or not reporting all of 

If you can, talk with 
your parents/guardians 
about tax credits they 
have been able to use to 
reduce taxable income 
and the amount of tax 
they need to pay.

Learn About

When you are employed, 
try to make sure your 
employer deducts, 
and submits to the 
government, the right 
amount of tax that you 
will have to pay. This is 
done on a monthly basis. 
You probably don’t want 
to find at the end of the 
year that you have to 
pay more taxes than was 
deducted.

$ Tip
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your taxable income. Tax evasion is against the law. In contrast, 
tax avoidance refers to legal steps you can take as permitted 
within the tax laws to reduce your tax burden. One way that you 
can reduce your tax burden is by making sure that you claim all 
the tax deductions and tax credits you’re entitled to. You can 
also reduce your tax burden by contributing money to an RRSP 
or setting up a TFSA. These are referred to as “tax avoidance” 
strategies but they are perfectly legal. 

Many people who do not have complicated financial situations 
will prepare and file their own tax return using off the shelf tax 
preparation software. If you are uncertain about what can and 
cannot be claimed, or if you have some complicating factors, 
you may want to enlist some help. Perhaps your parents can 
provide some help or enlist the help of their tax preparer. There 
are professional providers who can help too – but they do gen-
erally charge a fee. If you use a service, you should check them 
out to make sure they are legitimate and that reviews of their 
services are good and that the cost is not excessive. 

That’s about all we can cover about taxes here. You could 
almost write a book on that topic alone. A visit to the CRA link 
above should provide you with some of the information and help 
that you need regarding income tax. Make sure you learn about 
the tax deductions that may be available to help reduce “taxable 
income” and the tax credits that may be able to be claimed to 
reduce the amount of tax that you need to pay.

There are also some saving and investing strategies and 
products that you can use to help reduce taxes. For example, 
investing in a TFSA – a Tax-Free Savings Account – may allow 
you to earn income without paying tax. You can deposit money 
into a TFSA up to a certain annual limit to save for the future. 
Any income or gains you earn on the investments held inside a 
TFSA are not taxable.

Try to learn early about ways to reduce taxes that are payable. You don’t want to learn about 
them later when you may have missed the opportunity to reduce the amount of taxes you paid.

Learn About
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Try to learn about TFSAs. They are a very helpful savings tool and can help you earn money from 
savings and investments that will not be taxable. They are a financial tool that young people can 
take advantage of for saving.

Learn About

If you deposit money into an RRSP – a Registered Re-
tirement Savings Plan – to save for your future, you get a tax 
deduction for the funds deposited (again to a limit) into an 
RRSP. This can also help you reduce your taxes in the year the 
money is deposited into the RRSP. But be aware that the money 
is taxed when it is taken out of the RRSP later. The RRSP is 
meant to serve as a savings vehicle that allows Canadians to 
save for their retirement tax efficiently – when the money is 
withdrawn from the RRSP, it is anticipated that the recipient is 
subject to lower tax rates than they were while working. 

There are other taxes, fees, and fines you will simply pay as you 
go. Examples include GST and HST which are sales or retail 
taxes you pay based on your spending. For a car, you may think 
of the tax that you pay when you buy gas for a car, fees you pay 
when you buy a license for a car, or fines you may incur when 
you drive a car too quickly. There are lots of other sources of 
government revenue that are levied through taxes, fees, and 
fines but these are generally paid on an ongoing basis as you 
go about your life and make financial and spending decisions.  

Retirement may not be on your mind now – but it will be on your mind later. Try to take control 
and start saving early. The earlier you start, the more you can save, and the more money you 
can earn on your savings, over the years. Many people starting saving too late to save the 
amount they would like to have in retirement to live the way they want. Don’t be one of those 
people. Be prepared for the day you want to be financially independent – and do just what you 
want to do.

Take Act ion. 

  Take Control!
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Say What? Possible New Terms!

1.	 Budgeting: listing monthly income and expenses 
to keep track of where your money is going and to 
make sure your money is being used wisely.

2.	 Fixed Costs: the costs that come up on a regular 
basis that you have to pay each month.

3.	 Irregular Costs: the costs that come up every now 
and then and for which you have to plan for to be 
able to cover.

Did It Stick? Can You Recall?

1.	 What’s the value of a budget? In what ways can 
it help?

2.	 Why is it that a great many people don’t work with 
a budget?

3.	 What is a good first step before you begin to create 
a budget?

4.	 Why is saving – and paying yourself first – 
so important?

5.	 What kinds of things are usually in a budget?

6.	 What are some important budgeting tips?

7.	 What are the two kinds of expenses that are usually 
in a budget?

8.	 How can a budget help you gain, and keep, control 
of your money?

Thinkabout... or Discuss:

•	 What do young people spend most of their 
money on? Why?

•	 Are most young people today in control of their 
money? What are some of the causes of young 
people losing control of their money?

•	 Do young people have too easy access to 
credit cards? Or are credit cards almost a 
necessity today?

•	 Do you know others who are having money troubles 
– or who you think are headed to money trouble?  
If so, what’s causing this? What could help them? 

Module Summary

•	 Track where your money is going.  
You should know.

•	 Create and use a budget if it can  
help you. 

•	 Pay yourself first. Try and save some 
money – even a little – each month.

•	 Be prepared for unexpected 
expenses. They seem to always 
come up.

•	 Don’t be afraid of budgeting – and 
afraid that you won’t like what you will 
find. If you are afraid to budget, you 
probably need to budget.  

Tips & 
   Suggest ions

On the Internet, you may want to 
search for:

•	 Creating a good budget

•	 Budgeting tips

•	 Simple budget templates

•	 How to cut back on spending

•	 How to save more

Tech Talk
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SPENDING ON MAJOR PURCHASES

$$ Paying for education or training

$$ Buy or leasing a car

$$ Housing

$$ Cell phones and plans

Module 10

A t some time in their lives, many people will face 
a number of major expenses or purchases. 
Three of the most common ones are:
•	 Education and/or training
•	 Buying or leasing a car 
•	 Housing

Another area of spending that is often a major one 
for youth is for a cell phone or hand-held device of 
some kind. Let’s take a closer look at each of these 
major purchases.

What major purchases do you think 
you might make in your life? Which do 
you hope to make? How much do you 
think you will need to afford to make 
those purchases?

How About You?

Paying For Education or Training
A good education can affect your ability to get the 
kind of job you want and the level of income you 
can earn. To get a good job, some post-secondary 
education or training is almost a requirement these 
days. Dropping out before completing high school, 
or not getting any further education or training after 
high school, can make it very difficult to compete 
with others in the job market.

The cost of post-secondary education and train-
ing is one of the first major costs many people face 
in life. It is the first reason many people go into debt. 
And many young people are completing their edu-
cation and training today with $15,000, $20,000, 
$25,000 or more in debt.

To prevent this, it’s best to plan ahead – and to 
start saving early. The earlier you start saving, the 
more time your savings will have to grow.

How can you prepare for the cost of post- 
secondary education and training? Will you need 
to pay for your own education and training? Will 
parents, guardians, or other family members be 
able to help? Are you likely to need a loan to help 
out? Everyone’s situation is different. In any case, 
to prepare for the cost, it’s good to have a sense of 
what the cost will be.

Do some research on the Internet 
to see how many jobs require post-
secondary education or training today 
– and which jobs are available to those 
with high school graduation only.

Learn About

Let 's Discuss...
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The Costs of Post-secondary Education  
and Training

Let’s take a look at some of the more common costs.

TUITION
Tuition fees vary from school to school and program 
to program. They also vary across the country. You 
will need to do some research to see what the costs 
are for programs that are of interest to you.

APPLYING
It costs money to apply to post-secondary institu-
tions. You only pay these fees once, when you apply. 
But costs can vary. Check with the guidance staff at 
your school to find out more.

The Investor Education Fund has 
information on their web site on the 
average tuition fees at the different 
Canadian universities and colleges.

Learn About

The Canadian Foundation for 
Economic Education has a “Building 
Futures Planning Guide” you and your 
family can use to estimate the costs 
of post-secondary education and 
training. It will also help you plan for 
how you will cover those costs.  
You can find it at  
http://buildingfuturesnetwork.com/  

Take Act ion. 

  Take Control!

TEXTBOOKS
These costs vary by program and usually run into 
the hundreds of dollars. If you know you are inter-
ested in a certain area of study, do some research. 
The cost of textbooks will likely go up over time. But, 
then again, more resources may be used by stu-
dents online. For the sake of planning now, assume 
a textbook cost of around $800 – $1,200 for books 
and course materials (FCAC). 

SUPPLIES
The cost of school supplies can really add up. It 
depends a lot on your chosen program of study. 
Supplies can include such things as paper, pens, 
calculators, binders, a computer, computer sup-
plies, printer, print cartridges, and cell phone. They 
can also include specific equipment necessary for 
a particular course of study – such as laboratory 
equipment or clothing. It can be hard to estimate 
these costs but make sure to include some amount 
for them in your budget and savings plan.

TRANSPORTATION
Even if you live at home, you will have travel costs 
getting to and from your university, college, or train-
ing program. Transportation costs will, of course, 
be higher if you live away from home. Include some 
money for travel in your savings plan. 
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Average tuition fees for one year of college or university in Canada for 2018/2019 range from 
$2,500 – $6,500:

•	 �For an apprenticeship program, you may have to pay for the class time and also pay for tools 
and equipment. Today, the costs of each in-school session can range from $200 to $800.  

Good To Know

FEES
You may also have to pay athletic fees, student union 
fees, health and insurance fees, and so on. These 
costs vary but can add up to $800 or more per year. 
Some fees may be optional. But if you don’t pay, you 
may not be able to use some services.  
Or, you may lose some benefits, such as insurance.

LIVING COSTS
According to estimates, students who live away from 
home spend, on average, $1,200 a month to live. 
This includes everything from rent to food to Inter-
net to toothpaste. Some of these costs will apply 
even if you live at home. An average for living costs 
when staying home would be in the $300 to $400 a 
month range.

Do you plan on going away for education and 
training? If so, how will the cost be affected 
by moving away and not living at home?

How About You?

You can save money by buying 
second-hand books, borrowing 
books from friends or family, or 
buying books on-line.

$ Tip

In July 2015, the average 
debt for Canadian university 
graduates was $26,819 
according to the Canadian 
Council on Learning. What 
can you do to try and avoid 
having that level of debt 
after your post-secondary 
education and training?

Think About I t
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Work out an estimate of what your total annual education costs could be.

Take Act ion. 

  Take Control!

Tuition: 		 $ 
Application fee: 	$ 
Textbooks: 	 $ 
Supplies: 	 $ 

Transportation: 		  $ 
Other fees and costs: 	 $ 
Living costs: 		  $ 

Grand total: 	 $     x   Number of years for your program =  $ 

Paying for Post-Secondary Education and Training

Once you have an idea of the cost for post-secondary educa-
tion and training, the next challenge is to find a way to pay those 
costs. The following are six possible sources of money to help 
cover the costs of post-secondary education or training.

1. You may be able to work to help pay the bills.
You may be able to work part-time during the school year or 
full-time over the summer break to help pay for education and 
training. As an example, if you make $14 an hour and work 36 
hours a week, you could make about $8,000 over the summer 
with 16 weeks of work. Even if you use some of your pay for 
spending money during the summer, you could still contribute to 
your education costs.

2. You could apply for scholarships, student loans, or grants.
You may be surprised at how many scholarships there are. 
Scholarshipscanada.com lists more than 21,000! And they are 
not just for students with high marks. Many are for students who 
work hard to make their school or community a better place to 
be. Some are for students who are going into a certain type 
of program and need financial help. Others are for students in 
certain sports or students who qualify for extra support. 

The federal government’s Canada Student Loans Program 
offers loans and grants to help students in financial need. The 
“grants” don’t have to be paid back, but the loans will. The inter-
est rate and pay-back terms on student loans from the govern-
ment are better than on most other regular loans.

Do you think you will be 
able to help cover the 
costs of your education 
or training? If so, how 
much would you hope to 
contribute?

How About You?
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3. Your parents/guardians could help pay some of the costs 
from their savings or income at the time.
Your parents/guardians may have planned ahead and saved 
some money to help with your education and training. They may 
also be able to help with money from what they earn as income 
while you are in school or in a training program. The following 
chart shows how much money could go towards your education 
if others were able to contribute a certain amount each month.

Contribution each month:	 Total for each year:

	 $ 50 			         $ 600

	 $ 100			         $ 1,200

	 $ 200 			         $ 2,400

	 $ 300			         $ 3,600

	 $ 400			         $ 4,800

	 $ 500 			         $ 6,000

Student loans are still one of the cheapest ways to borrow money for education. Rather than 
take out a more costly loan themselves, some parents have their child take out a student loan. 
Then they help their child pay off some or all of the student loan. Find out more at:  
http://www.esdc.gc.ca/en/student_loans/pay_back/index.page

$ Tip

Do you know if any money has been saved to help with your 
education or training? Have you saved any yet? Are there 
others who will be able to help you pay for post-secondary 
education or training?

How About You?
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4. Your parents/guardians could borrow money to help pay 
for your education or training.
Some families focus on paying off mortgages or other debts 
when children are young. They may not have put aside savings 
for education. However, if they have paid off debts, they may be 
able to help by borrowing some money to help pay for post-sec-
ondary education. If so, they may, or may not, expect you to help 
pay back money that is borrowed.

5. You may get financial gifts from others.
You may get money from a family member – such as a grand-
parent – as a gift to help support your education and training – 
and they may not expect you to repay.

6. You can get financial help from the government. 
We have already mentioned the student grants and loan pro-
gram. But the federal government also has two education  
savings programs to help pay for post-secondary education and 
training – the Canada Education Savings Grant (CESG) and 
the Canada Learning Bond (CLB).

The Canada Education Savings Grant

Depending on the child’s primary caregiver’s net family income, 
he or she may also be eligible to receive the Additional Can-
ada Education Savings Grant (A-CESG). This grant adds an 
additional 10% or 20% to the first $500 put into the RESP 
each year. Over the years, if your family started an RESP early 
for you, you can get as much as $7,200 towards your post- 
secondary education! 

Learn more about the CESG at:  www.canada/cesg.ca 
then click on CESG. You may want to share information on this site with your parents.

Learn About
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The Canada Learning Bond

Lower-income families may also get money from the federal gov-
ernment through the Canada Learning Bond. For anyone born 
after December 31, 2003, he/she may be able to get financial 
help up to $2,000. 

A Registered Education Savings Plan (RESP) is a type of edu-
cation savings plan that:

•	 helps families save for children’s future education.

•	 is available at most financial institutions.

•	 can be opened in your name by a parent or anyone else. You 
and others can then make deposits to your RESP.

•	 enables you to put up to a maximum of $50,000 into the plan.

You can learn more about RESPs online from the federal gov-
ernment web site or in the Building Futures Planning Guide  
mentioned earlier.

To plan for the cost of post-secondary education and training, 
you’ll then have to put the two together – your estimate of the to-
tal cost – and your estimate of money you think you may be able 
to get from different sources. This will give you an idea of how 
much more money, if any, you may need to save or borrow.

That covers one of the “major purchases” people often have to 
face. Let’s look at another one – a car. 

The most important thing is to think about, and begin to estimate, the costs. Don’t get caught 
by surprise. Many young people and their families leave it too late. They find they don’t have 
time to plan and save enough – and have to borrow. The earlier you know what lies ahead, and 
the earlier you begin to plan and save, the less likely you may need to take on a large debt –  
or any debt at all.

Take Act ion. 

  Take Control!
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Buying Or Leasing A Car 
You may not need a car now. You may not need a 
car at any time in your life. But at some point, you 
may decide to get one. If you do, will you buy or 
lease a car? Let’s take a look at both options. 

Do you know people who have a car 
but don’t really need a car? When 
might a car be a need rather than 
a want for a person? And what can 
make a person want a car when it 
isn’t needed?

Think About I t

Leasing A Car 

Leasing a car involves making monthly payments for 
the use of a car for a certain period of time – e.g. 3 
or 4 years. It involves signing a lease agreement – 
and these can vary quite a bit. A lease agreement 
usually includes things such as the following.

•	 The length of the lease (e.g. 36 months or 48 
months, etc.)

•	 The estimated value of the car at the end of the 
lease. This will determine how much of the car’s 
value you will be paying for. 

•	 The down-payment – the amount you pay at the 
time you sign the lease. This will lower your total 
lease payment and your monthly payment.

•	 The interest or financing amount you will pay. The 
interest rates on leases can vary greatly and some 
companies will offer lower interest rates to encour-
age people to lease their cars.

•	 The number of kilometers you can drive without 
extra charges – e.g. 20,000 or 24,000 kms. a year. 
You can pick from different “mileage” allowances. 
The less you drive, the lower the cost. But, if you go 
over your allowance you will be charged a certain 
amount per kilometer. Your lease will tell you the 
cost for each km. over. 

•	 The warranty that applies to the car.

•	 The total monthly cost you will pay.

•	 The total cost you will pay for the whole lease.

Advantages Of Leasing

Lower monthly payments: When you “buy” a car 
you are paying for the total value of the car. When 
you lease a car, you are only paying for “part of the 
car” – that part you “use up” over the period of the 
lease. From the moment a car is sold, it “depre-
ciates” in value. Its value will decrease each year 
over time. In a lease, you will pay for how much it is 
estimated the car will depreciate in value while you 
have it. By paying only for that part of the car that 
you will use over three years, your monthly costs will 
be lower than if you bought the car.

Lower down-payment: Whether you buy or lease a 
car, you may have to make a down-payment – or you 
may want to make a down-payment. The larger the 
down-payment you make on a lease, the less you 
will have to pay back and the lower the monthly cost. 
You may be able to make a lower down-payment by 
leasing a car than by buying a car.

Do you know people who lease a car? 
If so, you may want to see what you 
can learn from them as to why they 
chose to lease, rather than buy.

Learn About
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Lower repair costs: If you lease a car and return it 
after 3-4 years, you can often avoid expensive car 
repairs that can come up for older cars.

Use of a newer car: If you prefer to stay in a newer 
car, leasing means you will likely get a new car every 
three or four years. You can also choose a different 
kind of car when your lease is up if you like.

Tax advantages: For some people, for example 
those who need to use a car for business, they may 
be able to get a tax deduction based on how much 
the car is used for business.

Disadvantages Of Leasing

You don’t own the car: At the end of the lease you 
turn the car back in. You don’t own the car – you 
aren’t acquiring an “asset.” As a result, you won’t 
get to a point where you own the car and no longer 
have to make monthly payments.

You have to return it as you got it: The car is not 
yours to do with as you like. You will need to return it 
as you got it.

You are sort of locked in: If things change for you, 
and you want out of the lease, it can be difficult – 
and maybe costly – to get out of the lease. There are 
some possible options – for example getting some-
one else to take over your lease – but it will be more 
difficult than if you bought a car and could sell it.

Higher insurance costs? Maybe. Maybe not. Check 
this out prior to making your decision to see if insur-
ance rates will be different if you lease or buy.

The “extra” charges: As noted, if you drive more ki-
lometers than those in your “allowance”, you will pay 
for the extra kilometers.And if there is any damage 
beyond “normal wear and tear” you will probably 
have to pay for those repairs.

If you find you are facing a decision 
of buying or leasing a car, you may 
want to look into leasing if:

•	 You don’t have a lot of money to 
use to spend on a car or want to 
make lower monthly payments

•	 You don’t want to worry about 
expensive car repairs

•	 You like staying in a newer car

•	 You need to use a car for your 
business

•	 You don’t drive more than say 
20,000–24,000 kms. a year

•	 You have a reliable source 
of income

•	 You don’t care that much about 
owning the car and having the car 
as an asset

How About You?
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If, on the other hand, you decide you want to buy a 
car, the following are some general tips to help. 

Tips When Buying A Car

•	 Explore various possible sources for a car: dealers; 
private sale; cars that were repossessed and are 
being sold off; car rental companies and taxis and 
police vehicles (be aware, though, that used cars 
that served as taxis or police vehicles may have 
received pretty hard use.) 

•	 Never buy a used car without having it inspected by 
a good mechanic. 

•	 If you buy a used car, check for things such as: is 
there rust on the surface and under the car; how 
is the compression in the engine; has the car been 
painted or been in an accident; are the tires worn 
unevenly indicating a problem with the alignment; 
how is the smoke from the exhaust – is it white, 
which is normal, or is it black or blue indicating 
problems; are there any leaks under the car – let it 
sit in one spot for a while, then move it and check; 
do the gears shift smoothly?

•	 Set a limit on the amount that you are going to 
spend for a car and stick to it. 

•	 If you buy a used car, make sure that there are no 
liens against it, that is, someone might have taken 
out a loan and used the car as collateral. If they did, 
and the lien still exists, then the car can be taken 
from you and sold to pay off the debt.

•	 Check the history of a used car if you can. Contact 
past owners if you can by tracing the history of the 
car through provincial records. 

•	 Negotiate the price. Car dealers will bargain – 
and usually expect to. You may also be able to 
bargain if you have a car to “trade in” as part of 
the deal. The dealer may be able to bargain on the 
“trade‑in allowance.” 

•	 Buy in the winter, if you can, when fewer cars are 
purchased. Demand is lower and you may be able 
to strike a better deal. 

•	 Keep up regular maintenance on a car – it more 
than pays for itself in the long run by helping to 
avoid major repairs. 

•	 Read all contracts carefully. 

•	 Never sign an offer for a car until you are absolutely 
sure that you want to buy it. 

•	 Don’t be pressured into a sale. If you feel you are 
being pressured, back away and think about it. 
People are especially likely to be influenced by 
a friendly or aggressive salesperson. Most car 
dealers won’t want you to leave if they feel they 
are close to a deal. But if you feel uncertain – walk 
away and take some time to think. 

•	 Check any warranties that are offered to see who 
backs them – the manufacturer? the dealer? an 
insurance company? 

•	 Don’t buy a used car without seeing proof of owner-
ship of the vehicle. 

•	 Check the consumer reports publications and other 
books to research the record and reputation of the 
car you are considering. 

•	 Get a receipt for any sale, and make sure that it 
states any equipment on the car that is to be includ-
ed that might be removed by the current owner. 

•	 Should you get a new or used car? Do you have a 
choice? Used cars are cheaper, depreciate less 
quickly than new ones, and usually cost less to 
insure. On the other hand, used cars often aren’t 
backed up by a dealer who you can go back to 
if you have a problem, they usually cost more to 
operate, and you may not know how a used car has 
been handled or driven by previous owners. 

•	 Make sure that you really need a car. What are the 
options (bicycle, public transportation, etc.)? Is it 
worth the expense? And, if you get one, enjoy it and 
drive safely! 
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Are you vulnerable to sales pressure? 
How readily can you be pressured 
into a deal? 

Do you have a car? If so, did you 
buy or lease the car? Why? If you 
don’t have a car, do you think you 
will ever need to buy or lease a car? 
If so, what might affect your “buy 
or lease” decision? Does someone 
in your family have a car? If so, did 
they lease or buy – and why?

Do you prefer living on your own? 
Or with one or more roommates? 
What are the benefits of each? What 
are the challenges? What has your 
experience been like if you have lived 
on your own or what can you learn 
from others who have?

How About You?

How About You?

How About You?

1 2 3 4 5

EASILY
PRESSURED

HARD TO
PRESSURE ME

In addition to cars, another major purchase that 
many people face is housing. As with cars, some 
people may choose to rent rather than buy – and 
may rent all their lives. Let’s look at some of the 
things you might want to think – or know – about 
when renting or buying your home.

Housing

Moving Out On Your Own

One decision many people face when they leave 
home is whether to move out on their own or move 
in with one or more roommates. Both can have their 
challenges. If you move out on your own, the cost 
will usually be higher than if you were able to share 
the cost with others. However, living with others – 
including friends – can be a challenge. It is usually 
a good idea to establish house rules at the outset 
to be prepared for any issues that might arise. For 
example, you may find that you have differences in 
terms of work/study habits, or neatness/cleanliness, 
or how things are organized, or eating or drinking 
habits and personal values when it comes to things 
like smoking drugs, etc., or how visiting friends 
behave, and so on. 

It is best to think ahead and have a plan for deal-
ing with differences or disputes. Now, what about the 
costs of moving out? Let’s assume you will rent first. 
Not many young people can afford to buy right away.



136 MODULE 10

Renter’s Checklist 

•	 Decide whether you will look for furnished or un-
furnished accommodation. Do you have furniture? 
How about your roommate(s) if you choose to live 
with others?

•	 Are utilities (oil/gas/electricity/water/cable/Inter-
net) included in the rent, or do you have to pay? 

•	 How close will you be to school or work? Does the 
location add to, or save on, transportation costs? 
Will it be important to you to live in a certain area?

•	 If you are moving out to go to school, do you want 
to live on campus or off? If on, can you get into res-
idence? If off, can you afford it? Does it cost more 
or less than school residences? 

•	 What services are provided by the landlord? What 
are your responsibilities? 

•	 If you have a car, is parking available? If so, do you 
have to pay extra for it? If not, is parking available 
nearby? 

•	 What is the neighbourhood like? Safe? Attractive? 
One you will be happy living in? 

•	 What are the neighbours like? Quiet? Noisy? 
Friendly? Does that matter to you? 

•	 Check things such as the plumbing, wiring, and 
appliances. They can become very important to you 
once you move in. Besides, you also want to ensure 
that they are safe and reliable. 

•	 Is there any storage space available if you need it? 
Does it cost extra? 

•	 Check to see what access your landlord has to your 
place. Usually a landlord can only enter for an emer-
gency or after giving you prior notice of 24 hours. 

•	 Check the security of the property. Are you vulnera-
ble to break-ins – or theft?

•	 How much notice do you have to give before leaving 
if you have to move for some reason? 

•	 Be prepared to pay the first and last month’s rent. 
This is a common practice. The landlord holds 
the last month’s rent as protection. However, you 
should be paid interest on that money.

•	 You may also have to pay a security deposit when 
you move in to cover any possible damage at the 
time you move out. If there is no damage, and no 
repairs that the landlord has to pay for, you should 
get this deposit back when you move out.

•	 Consider getting insurance to cover any damage 
that might occur – for example a fire in the apart-
ment you are renting. Renter’s insurance is available 
if you think it is right for you.

These are just some of the things to keep in mind 
when you move out and rent your first place. 
That first move out on your own can bring many 
pressures, stresses, challenges, problems, and 
expenses. Plan it well. 

Now let’s take a closer look at what is involved in 
buying a home if that’s what you may do some day.
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Purchasing A Home 

TYPES OF HOMES  

One of the major decisions you will have to make 
when you look to “buying” a home is to decide what 
type you want to buy. The following are possibilities: 

•	 Detached house: a house that stands on its own 
unattached to any other building 

•	 Semi-Detached: a house that is attached on one 
side to another house 

•	 Townhouse (Row House): a house that is attached 
to another house on both sides 

•	 Duplex: a house in which there are two separate 
living areas, for example, one upstairs and anoth-
er downstairs (triplexes have three living areas, 
fourplexes have four) – may be detached, semi-de-
tached, or attached on both sides 

•	 Condominium: an apartment that you buy rather 
than rent 

•	 Mobile home: many areas in Canada have mobile 
home parks where people live in mobile homes if 
they wish 

•	 Co-op: a property you purchase in conjunction with 
others; for example, you may own an apartment that 
is part of a co-op where the members of the co-op 
own and manage the building 

You will have to decide what type of housing you 
prefer – and what type you can afford. Unfortunately, 
the two don’t always go together. 

You will likely have to make trade-offs as you 
look for a home you want to buy. You will have to 
consider location, size, condition 
(are renovations needed?), quality of appliances, 
and so on.

Probably the most important factor, though, 
will be what you can afford. Let’s look a little more 
closely at the financial aspects of buying a home. 

What type of housing do you prefer? 
Check out the average cost today 
for that type of housing in your area. 
What will be required to reach your 
housing goal?

How About You?

Mortgages 

Most homeowners have a mortgage – at least when 
they first buy a house. They may eventually pay off 
the mortgage and own the house outright – but 
most have a mortgage in the beginning.

A mortgage is simply a loan that you take out to 
use toward buying a home. For many Canadians it 
can be quite a big debt – hundreds of thousands 
of dollars. 

It is not as difficult to borrow quite large sums of 
money toward a mortgage as you might think. Why? 
Because the lender is pretty certain of getting the 
funds back. Why is that? Because the funds are 
being used to buy an asset – a house, condo, etc. 
– that has value. If you don’t keep up the payments, 
the home you bought could be sold to get the funds 
to pay back the mortgage. 

That is why financial institutions will want to 
send out an “appraiser” to check the value of the 
property you are planning to buy. The lender will 
want to make sure that you are not paying more for 
the house than it is worth.  They want to make sure 
there is at least enough value in the property for 
them to be able to get their funds back if you, for 
some reason, can’t pay the mortgage. 

The lender will not lend you the full amount to buy 
your home. There are legal limits set in terms of how 
much can be loaned to a home buyer. This is to try 
and stop people from buying homes they can’t afford.
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Go online and check out what the costs are of (a) different homes of different types in 
different areas and (b) what the cost is to “carry” mortgages of different amounts at different 
interest rates.

Learn About

Let’s assume a purchaser has managed to save 
$40,000 and needs a $200,000 mortgage to buy 
a $240,000 home. The first decision will be where 
to get the mortgage. It will be good to shop around 
and compare mortgage rates. There are web sites 
to help home buyers shop for and compare rates. 
There is a good chance your bank will match the 
rates offered by others if you find a lower rate else-
where. You will need to work with the lender to see 
if they are willing to lend you the money. The lender 
will do a credit check and look into your “credit wor-
thiness.” Let’s suppose you are approved and you 
can get a $200,000 mortgage.

Second, you will have to decide on the “amorti-
zation period” – the number of years over which you 
will plan to pay back the mortgage loan – 25 years, 
20 years,15 years? The shorter the amortization 
period, the lower your total interest cost. 

Third, the next decision will be the “terms” of the 
mortgage. Because most mortgages are over many 
years, lenders will only set the “terms” for a certain 
period of time – 6 months, 1 year, 2 years, etc. up to 
about 7 years. You will have to consider the interest 
rates that are offered for different lengths of time. 

The Canada Mortgage and Housing Corporation (CMHC) is Canada’s national housing 
corporation – operated by the federal government. The web site of the CMHC has a lot of good 
information for home buyers. A key first step when you think about buying a house or condo is 
to work out what you can afford. CMHC has a “mortgage affordability calculator” to help you 
work out the size of mortgage you can afford. Visit their web site if you are ever looking to buy 
a house or condo. You can use their online calculators to help with some of your decisions.

Take Act ion. 

  Take Control!

Make the amortization period the 
shortest you can. It can save you tens 
of thousands of dollars in the end.

$ Tip

There will be a 6 month rate, 1 year rate, 2 year rate, 
and so on. To make your decision, you will have to 
think about whether you think interest rates may be 
headed higher or lower. 

Every time your term expires, you will have to 
negotiate new terms. You will do this up to the time 
your mortgage is paid off. Each time that your term is 
up, try to get the best terms you can and try and work 
things out so that you pay as little interest as possible.
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You may make your mortgage 
payments monthly, bi-weekly, bi-
monthly, or weekly. Pay as frequently 
as you can. You can save a great deal 
of money by paying on a weekly or bi-
weekly basis rather than monthly. 

If you think interest rates may be 
coming down, go for a shorter term 
– 6 months, 1 year or 2 years. Then, 
when your term is up, and if rates 
have come down, you can work out 
a new term at a lower rate. On the 
other hand, if you think interest rates 
may be headed higher, you may want 
to “lock in” for a longer period – 4 
years, 5 years, etc. The interest rate 
you pay won’t change over your 
“term.” So, if you can get a good rate, 
and think rates may go higher, go for 
a longer term.

$ Tip

$ Tip

The degree to which you own your home (versus 
how much of it the lender holds) is referred to as 
your “equity.” If you pay $40,000 toward a $240,000 
home, then you have $40,000 worth of equity. If the 
value of that home should rise, to say $260,000, 
then your equity increases. You still owe the balance 
of the mortgage, but your equity has increased by 
$20,000. The more quickly you pay off your mort-
gage, the more equity you have in your home. In 
addition, the more valuable your home becomes, the 
more your equity in your home will grow.

Finally, if you ever buy a home, be aware of the 
costs in running a household beyond the mortgage 
payments – for example, property taxes, utilities 
such as water and electricity, repairs, heating, home 
insurance, and general upkeep. 

As we said, a home is the largest investment that 
many Canadians make in their entire lives. If one day 
you decide to purchase a home, do all you can to 
make sure that you know what you are getting into 
and that you make a wise decision.

A major purchase for many young people is a 
cell phone – and not just purchasing a phone but 
paying the costs for using the phone. That’s where 
the costs can really add up. Let’s take a closer look 
at cell phones and plans.

When you buy a home there are a 
number of costs to pay at the time you 
“close the deal.” These can include: 
fees to the real estate agent, lawyers’ 
fees, surveyor’s cost if a survey is 
needed, cost for a house inspection, 
and so on. If you get to where you are 
going to look to buy a house, learn 
about all the other costs involved. 

Learn About
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Smartphones And Plans
Today, many, if not most, young people have smart-
phones or something similar to use for texting, 
gaming, going online, etc. 

Many young people may start out with someone 
else paying the bill. Or you may pay for yours right 
from the start – or take over payments at some point. 
In any case, decisions you make about smartphones, 
rate plans, data packages, etc. can have a big impact 
on cost. You’ll want to make a careful decision.

A good suggestion when you are exploring all 
smartphone options is to use the six decision-
making steps discussed earlier. It can help guide 
your decision. In making your decision, you will 
need to consider things such as:

•	 how much can you afford to spend – a key part of 
any decision?

•	 what features do you want? or do you really need?

•	 how many minutes a month will you use?

•	 what areas will you be in when you use it?

•	 what rate plan should you choose – if any?

If you have a smartphone, are there 
features you are paying for that you 
seldom, if ever, use?

Think About I t

There will be many different features offered to 
you. Think about the ones you really need – and will 
use. Don’t waste money on features you may never – 
or seldom – use.

You may be offered a free phone – or a large 
discount on the price of a phone – if you sign up and 
sign a contract with a “provider” for a period of time 
– e.g. 3 years. This can help you get a phone at low 
or no cost – but you will be committing to using that 
provider for that period of time.

This may be okay for you. You may find that the 
provider has a plan that works for you. And you can 
usually change the kind of plan you have, if you wish, 
during the contract if things should change. 

On the other hand, you may not need a contract 
with a provider. You may just want to pay month to 
month and keep things flexible. That is one decision 
you will have to make – to commit to a plan or not.

When making your phone decision, think about 
how you will use the phone – talk with friends and 
family; send text messages; download music; play 
games; go online and so on. In addition, think about 
whether you will be using the phone in different 
locations – in the place where you live – in the place 
where you go to school – when you travel? Will you 
usually have access to free Wi-Fi or will you be rely-
ing on cellular service a great deal? See where ser-
vice is provided for your phone without extra costs.  
If you use the phone outside of those areas, you can 
be charged “roaming fees” – and these can really 
add up! Look into and compare available data pack-
ages to see which would be most economical for you.

Do you have a smartphone? Do you 
pay for it yourself? Do you know 
what can affect the monthly cost? 
Do you feel confident you have the 
right plan for you?

How About You?

If you find you need more minutes of 
talk-time each month or that you are 
using more data than you thought you 
would, look into changing your plan. 
You may be able to save money.

$ Tip
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Getting out of a phone contract before 
it ends can be expensive. You may 
have to pay hundreds of dollars to do 
so. So think carefully about the deci-
sion you make with a service provider.

$ Tip

Phone plans and providers are changing all the time. 
Keep in touch with the changes and the deals and 
terms offered. You may be able to reduce your costs 
– even after you sign the contract.

If you are looking to sign a contract for a phone 
plan, there are some things you should know or con-
sider before you sign a contract:

1.	 What is included for the monthly fee you will pay?

2.	 What is your total monthly fee going to be – 
including taxes?

3.	 What is the charge if you use more minutes in a 
month than the plan covers?

4.	 What are the rates for long distance charges – 
and what are the areas where I can use the phone 
without paying long-distance charges?

5.	 What are the charges for text messaging and web 
browsing and downloading data?

6.	 Are there any special options such as free calling to 
a certain number of friends and family?

7.	 Are there ways to avoid or lower long-distance 
charges if you will be making long distance calls?

8.	 What would be the cost if, at some point, you 
wanted to get out of the contract?

9.	 Can you change the terms of your plan, at any time, 
without cost, during the contract?

10.	What would be the best plan for you based on the 
amount you will use the phone – and how you will 
use it? Most providers will try and help you select 
the best plan for you – if you know how you will be 
using the phone.

11.	 See if a family member has a corporate phone plan 
that may allow you to join and reduce your costs.

12.	Consider a family plan if more than one member of 
the family is getting a phone.

Phones can end up being very costly. Use them 
wisely. You don’t want to find that a high cost each 
month is using up a lot of your monthly budget – or 
causing tension between you and a family member 
who may be paying your phone costs. 

We have now looked at a number of major pur-
chases that many people make – and on which they 
spend their money. But spending is only one thing we 
do with our money. You will also hope to be able to 
“save” and “invest” some of your money to try to earn 
a return and increase the purchasing power of the 
funds saved. Let’s turn our attention now to the topics 
of borrowing money and using credit. 

Be careful of roaming fees. If you are 
going to travel, you might choose not 
to use your phone and use internet 
communication when you can – or 
some other means of connecting. 
Or, if you need to use your phone 
while traveling, check out “roaming 
packages” that you can buy before 
you go. They can help save you money.

$ Tip

Phones can be costly.

Use them wisely.
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Module Summary

Say What? Possible New Terms!

1.	 Registered Education Savings Plan (RESP): a 
means to save for children’s education. Money deposited 
to the plan is not tax-deductible.

2.	 Canada Education Savings Grant: Grant program of 
the federal government to provide money to help people 
save for post-secondary education and training.

3.	 Canada Learning Bond: a federal government program 
to provide assistance to lower income Canadians to help 
them save for post-secondary education and training.

4.	 Depreciation: the gradual decline in the value of an 
asset from when it is new (full value) to when it has 
no value.

5.	 Appraisal: the estimate made of the value of a property.

Did It Stick? Can You Recall?

1.	 What are the common costs involved in post-secondary 
education and training?

2.	 What are possible sources of money to help pay the 
costs of post-secondary education and training?

3.	 What are the advantages and disadvantages of leasing a 
car? When might a person want to lease, rather than buy, 
a car?

4.	 What are some key tips to consider when buying a car?

5.	 What are some of the key items in a “renter’s checklist?”

6.	 What are the various decisions a homebuyer will face?

Thinkabout... or Discuss:

•	 Is some level of post-secondary education or training 
basically a requirement today to get a good paying job?

•	 Should some amount of post-secondary education or 
training be free in Canada?

•	 Are young Canadians, in general, getting the information 
and guidance they need to plan well to cover the costs of 
post-secondary education and training?

•	 What are the biggest problems young people run into 
with cell phone plans – and how could those problems 
be avoided?

•	 What are the biggest challenges young people often face 
when they move out from home – and how can they best 
address these challenges?

•	 Learn about the costs of post-
secondary education and training – 
and be prepared for them. 

•	 Start saving as soon as possible to 
pay for education and training.

•	 If you need to borrow money for 
education or training, look into the 
grants and loans available from the 
federal government.

•	 Learn about all of the expenses 
involved with a car before getting 
one – including fuel costs, insurance, 
licenses, etc.

•	 If you move out and live with 
roommates, make sure everything is 
clear from the outset about how all 
costs will be covered. 

•	 Be careful when buying cell phones 
and plans. The costs can really add 
up. Consider all your options carefully 
– and get advice, if you can, before 
making your final decision.

You might want to do a search for, 
and check out information on, the 
web sites of:

•	 Canada Mortgage and  
Housing Corporation

•	 Canadian Automobile  
Protection Agency

•	 Canadian Automobile Association

•	 CanLearn

•	 Human Resources and Skills 
Development Canada – Canada 
Student Loans

Tips & 
   Suggest ions

Tech Talk
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BORROWING MONEY
AND USING CREDIT

Part 4
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BORROWING MONEY

$$ Why people borrow more money today than 
in the past

$$ Why people borrow money

$$ Types of debt/credit

$$ The cost of borrowing

$$ Student loans

M ost Canadians will have to borrow money 
at some point in their lives. It may be 
using a credit card to borrow money for 

a short time (hopefully a short period!). It may be 
a mortgage for a house that may take 25 years to 
repay. Borrowing money, and using debt, does not 
have to be a bad thing. It can help you in times of 
need or trouble – help you with large purchases 
– help you manage your monthly cash flow 
(consolidation loan) – and so on. 

Module 11

What is your attitude towards 
borrowing money? There is an old 
saying “never a borrower or lender 
be.” Some people work to avoid debt. 
Some take on way too much. Where 
do you fall?

How About You?

1 2 3 4 5

DEBT
AVOIDER

TOO MUCH
DEBT

USE WHEN
NEEDED

Borrowing money becomes a problem if you bor-
row too much – that is, more than you can afford. 
It’s a problem if you borrow to where you can’t 
do other things – or if you need to borrow to pay 
your regular monthly expenses. Just like your own 
money, you have to stay in control of the money you 
borrow from others.

Let’s begin by covering a few terms. 
A debtor is someone who borrows money from 

others. A creditor is someone who lends money to 
others. A debt is a liability – something that you 
owe. A credit is an asset – it is money that has 
been loaned to someone else to be paid back. 

Over time, you will likely acquire “assets” and take on “liabilities.” Your “Net Worth” is one way 
to track how you are doing, financially, over time. Your Net Worth is “your assets (what you own) 
– your liabilities (what you owe.”)

Learn About

Borrowing money can be done in a number of ways. 
We will look at ways to borrow money in a moment. 
For now, let’s look at why people are borrowing 
more money today than in the past.

Let 's Discuss...
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Borrowing Money Today
Today, in general, more people are borrowing money 
than people did 30 or 40 years ago. Why is that?

One reason people borrow more money today 
is that, by and large, incomes are higher than they 
used to be. With higher incomes, people can often 
afford to carry more debt. For example, if you earn 
an income of $80,000 a year and want to borrow 
$3,000 for three years, you probably won’t have 
much of a problem (if you have a good “credit rat-
ing” and are seen as “credit worthy” – more on that 
shortly.) Why? Because your income is such that 
you probably won’t have trouble paying back what 
you borrowed. 

The amount you borrow is called the “principal.” The cost you pay for using someone 
else’s money is called “interest.” When you take out a loan, you will have to pay back 
both the principal and interest.

Good To Know

However, if you have an income of $10,000 a 
year, you might be less willing, and less able, to 
borrow $3,000. You will have a lower “ability to pay” 
or “ability to carry the debt.” People often refer to 
money that is borrowed as “carrying a debt” or a 
“debt load.” That is because debt is usually seen as 
a financial burden. 

A person’s ability to pay and “carry debt” will 
change, then, with their income. As your income 
rises, you may be able to afford more debt.  You 
certainly don’t have to borrow more. Just because 
you may earn more, think carefully before taking on 
more debt. 

Another reason for more borrowing today is due 
to higher prices. As prices rise, the need to borrow 
may increase – especially if prices rise at rates 
faster than incomes. Housing is an example. House 
prices have, on average, risen over the years to the 
point where very few people can buy a house today 

without taking on a mortgage – often quite a sizeable 
mortgage. A mortgage is a loan taken out to buy a 
house or other property. More people likely have big-
ger mortgages today than was the case 30-40 years 
ago because the cost of housing is now so high. 

Another reason people are borrowing more today 
is because, overall, people are spending more of 
their income – and saving less. Back in the early 
1980s, Canadians, on average, were saving over 
20% of their income. In recent times, the average 
has fallen to much lower levels, Canadians, overall, 
were spending as much as was earned in income. 
Recently, the savings rate has risen to about 4% – 
but that is still pretty low. The result – without much 
in savings, Canadians are finding they have to take 
on more debt to cover expenses as they come up. 
So borrowing increases.

That brings us to another reason why there is 
more borrowing today – the cost of borrowing has 

If you have a chance, talk with a 
parent/guardian/family member, etc. 
about how their parents viewed and 
used debt. Different from today?

Discuss
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The average level of household debt in Canada – not counting mortgage debt – has been in the 
range of $22,837 in recent years. Many Canadians took on debt without really knowing how 
much they could afford – and didn’t plan for interest rates rising. Know how much debt you can 
afford. Don’t borrow to your limit. And be prepared as the cost of your debt can rise if interest 
rates should rise.

Take Act ion. 

  Take Control!

Why do you think Canadians are 
spending so much of their income and 
saving so little? 

Think About I tbeen so low. Like it is for other things, if the cost to 
borrow money goes down, people will probably bor-
row more of it. And that is what people have done 
– borrowed more as the cost of borrowing – interest 
rates – fell.

There is little doubt that, overall, Canadians have 
likely borrowed too much. Many people are under 
financial stress. Many live paycheque to paycheque 
and many would be in difficulty if they lost their job, 
got ill, or had an unexpected expense arise. People 
such as the Governor of the Bank of Canada have 
spoken about the concern that Canadian “house-
hold debt” is too high. Why? If Canadians struggle 
with debt as many do, what happens when the cost 
of that debt (interest rates) rises? Any struggle Ca-
nadians have carrying debt will be harder when the 
cost of debt goes up.

The average cost of a house in Canada as of July 2018 was $481,429. Check out the cost of 
houses in your area by looking at the real estate section of the paper or by searching online 
(Canadian real estate association at: www.crea.ca). What level of income do you think you might 
need to be able to afford a house in your area? What are the options to buying a house? What 
would the options cost? What level of income would you need to afford one of the options?

Learn About

That is why there is such concern when Canadians 
spend most of their income, save so little, and bor-
row a lot. Too many may be stretched and struggle 
with debt they have. When interest rates rise that is 
when things could get really difficult. 

So low interest rates have led to more borrowing 
too. Another reason for more borrowing is because 
more people are borrowing to make investments. In 
some cases, tax changes have encouraged people 
to borrow for investment purposes. For example, 
a person may be able to get a tax deduction on 
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Have you had any surprises to date in 
your life – expenses come up that you 
did not foresee? If so, how did you 
handle those?

How About You?

If you can, and if you wish, ask at 
home about what has been learned 
about borrowing money and 
managing debt. Did people in your 
family get a good education about 
borrowing money and managing 
debt? Do they have insights, advice, 
and guidance that they can share with 
you based on what they learned – or 
their experience?

Take Act ion. 

  Take Control!certain investments such as a contribution to a Reg-
istered Retirement Savings Plan (RRSP.) Also, in-
come earned from investing may be taxed at a lower 
rate than income you earn from working at a job. For 
example, the tax rate on “dividends” is lower than 
on employment income. Dividends are the shares of 
a company’s profits that are given to shareholders. 
The lower rate of taxes on dividends has been to 
try and encourage people to invest in businesses to 
help them grow, improve, and help create more jobs.

For these and other reasons there is more 
borrowing today by more people than in the past. 
As a result, there are also more people having debt 
problems. Most adult Canadians didn’t learn much 
– if anything at all – about borrowing money and 
managing debt while in school or from their parents. 
Many people have given in to the temptation to bor-
row more....and more...and more. And many are now 
stretched to their limit – and beyond.

One of our goals is to try and change that. We 
hope today’s young people can learn more about 
money – and borrowing – and managing debt – and 
make good borrowing decisions. Borrowing money 
doesn’t have to be a bad thing. It can help. Borrow-
ing just has to be done wisely, managed well, and 
held to a limit you can afford.

So these are some of the reasons why borrowing 
has increased – and why more people are “over 
their heads” in debt. We want to help you avoid that. 
Let’s take a closer look at why you may decide to 
borrow money.

Why Borrow Money?
•	 Unexpected expenditures: Maybe your car has 

broken down – or your air conditioner dies during 
the hottest days of the year. It is important to try and 
save to be prepared for these unpleasant surprises. 
But, if they happen, and you don’t have the funds 
available, borrowing money may be an option. 

•	 The “big buys”: Some items cost so much most 
people can’t pay for them out of current income 
and savings – for example, cars, boats, houses, 
and cottages or cabins. To be able to buy them 
you will likely have to tap into your future income by 
borrowing money that will be paid back over time – 
sometimes many years with money you will make in 
the future. 

•	 Investments: Some people borrow money 
to invest. They try to pick good investments to 
increase the value of that money in the future. 
People will do this if they believe they can earn 
more from the investment than it costs them to 
borrow. That is, they think the “rate of return” will be 
higher than the rate of interest to borrow. There is 
always risk in this kind of borrowing.

•	 Education and training: This is actually 
another type of investment – an investment in the 
improvement of a person’s knowledge and skills. 
You can look upon it simply as an investment in you. 
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Why Borrow Money?

Do you know people who have gone 
into debt for 3-5 years of education 
and who wish they had made a dif-
ferent decision? Are you getting the 
help and guidance you need to make 
good investments in you? Are you 
exploring all your options? Are you 
aware of all your options?

How About You?
    People will often borrow to improve their 
education and training because this can help 
them to get the job or career they want – or to get 
a better paying job. The benefits of this kind of 
investment can last a lifetime. But, if you borrow 
money for education or training, make it a good 
decision. You don’t want to find you are $25,000 in 
debt after university and feel that you are not where 
you hoped to be. Make wise choices about how you 
use borrowed money to invest in you. 

•	 Opportunities: Sometimes opportunities come up 
– opportunities too good to pass up. For example, 
suppose you love to play the piano and one of your 
goals is to get your own piano some day. Suppose 
you come across the deal of a lifetime – just the 
piano you want at a price better than you are likely 
to see again. You may decide that borrowing money 
is worth the cost of the debt to get something 
you’ve always wanted. Remember – an important 
part of managing money is to be happy. Having debt 
troubles won’t make you happy. You will want to do 
all you can to avoid them. But, if the piano will help 
you with your “happiness” goal, and if you can afford 
the debt, that may be a good decision for you. 

•	 Rainy days: Some day you may suddenly lose 
your job and find it necessary to borrow money to 
get through a difficult time. You or a family member 
may also become ill or disabled and not be able to 
earn an income for a while. Once again, borrowing 
money may help.

•	 Start a business: If you are, or hope to be, an 
entrepreneur, you may need to borrow money to 
help start up, launch, and run your business. Very 
few entrepreneurs are able to get started without 
getting some financial help. You may also need 
to borrow money to help the business grow if it 
is successful.

If you can, start saving for your future education at a young age. Small amounts of saving can 
add up to quite a bit over time. And there are government programs that can help. Check out the 
Canada Savings Bond program and the Canada Education and Savings Grant. They can provide 
money to help you with your saving for education.

Take Act ion. 

  Take Control!

•	 Travel: There are some people for whom travel is 
very important. They may have a dream of taking a 
certain trip or travelling for a period of time. It is not 
uncommon today for some students to want to do 
some travel before moving on to post-secondary 
education or training – or before settling into a 
job. Such travel may require debt. Therefore, some 
people may be willing to borrow money, and give 
up some other things in the future, to be able to 
travel today.

•	 Simplify purchases: Carrying cash today is 
becoming less and less common. People seem 
to be carrying less money and using cards to 
simplify purchases. This may mean using a debit 
card – which takes money out of your bank account 
right away. Or it may mean using a credit card, 
borrowing money, and paying it back later. So some 
short-term borrowing by using credit cards can help  
with purchases. 
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Is there one special thing in life you are hoping to have some day? Have you thought about how 
you might get it – or the trade-offs you might have to make to get it?

Are you a possible entrepreneur? 
Check out the section on 
entrepreneurship to see if you may be 
a future entrepreneur.

Are you planning any extensive travel 
in the years ahead? If so, do you have 
the money to pay for it? If not, how 
are you going to get the money to 
cover the expenses?

How About You?

How About You?

How About You?

These are some of the reasons why you may decide 
to borrow money. But, if you want to borrow money, 
who lends money – and why? Parents, other family 
members, and friends may lend you money to help 
you out. Be careful though, about borrowing from 
friends and family. You don’t want “money issues” to 
affect your relationships. 

For the most part, though, people borrow money 
from sources other than friends and family. These 
other sources will charge interest to you for the 
money you borrow (some friends and family mem-
bers may too.) There will be a number of things that 
will affect the interest rate they charge. We will look 
at the “cost of credit” shortly. First, let’s look at the 
different kinds of borrowing you can do.

Types of Debt/Credit
•	 Credit cards: An institution, such as a bank, may 

decide to provide you with a credit card. This card 
will usually have a “credit limit.” This will be the 
maximum amount they are willing to lend you. You 
can then use the card to charge purchases up to 
that limit.  
    Each month you will receive a “statement.” 
This will show the purchases you made using the 
card, interest that you have to pay on the money 
borrowed, and also interest you have to pay on any 
past purchases for which money is still owing – that 
is, any past “balance” you are carrying on the card. 
    Try, as best you can, to pay off your credit card 
balance each month. Interest on credit cards is very 
high (e.g. 28% in many cases.)  
    Some credit cards won’t charge you any interest 
if you pay your bill in full each month. Some may 
charge interest from the date you buy something. If 
you have a credit card, see how yours works. You 
may also pay an annual fee for your credit card. 
See if such a fee applies to you. Also, pay your 
credit card bills on time. You can be charged “late 
payment fees,” if you don’t. Paying late also won’t 
help if you want to borrow money. Lenders want to 
see that you pay your bills – and pay them on time.

Do you have a credit card? If so, are 
you able to pay the balance every 
month? Are you carrying any debts on 
your credit card that have been there 
for more than 3 months or more? If 
so, look at the interest charges you 
are paying.

How About You?



151MODULE 11

Types of Debt/Credit

•	 Charge accounts: This is the term used to refer 
to cards that are like credit cards but, rather than 
getting them from an institution like a bank, you 
get them from a particular store – a retailer. You 
may, for example, have a “Hudson’s Bay card,” 
or a “Canadian Tire card.” These cards are 
issued by the stores and companies to help, and 
encourage, you to buy their products. As with 
credit cards, know what the interest rate is, when 
interest is charged, what fees apply, and so on. Be 
careful that having a card like this stops you from 
comparing prices in other stores. 

•	 Consumer loans: Loans are available from various 
financial institutions for a wide range of consumer 
purposes – to buy a car, for travel, for house 
renovations, for a boat, for a computer. These loans 
tend to be for periods from months to about 5–7 
years. When you take out a loan, you will arrange to 
pay it back over time. Try and pay back any loan as 
quickly as possible. You will pay less total interest 
the faster you pay back the loan.

•	 Mortgage loans: These are loans to help you 
purchase property such as a house. A mortgage 
loan tends to be over a longer period of time than 
consumer loans. Mortgage loans can generally 
be taken out for up to 25 years. That’s because 
mortgage loans are usually for more money 
than consumer loans and people usually need 
more time to pay back the higher loan. More on 
mortgages shortly.

•	 Business loans: These are loans some people 
take out to help them start, improve, or expand a 
business. Financial institutions may lend money to 
businesses for a variety of reasons. The business 

As best as you can, pay your credit card bills in full each month. Don’t put more on a credit 
card than you can afford to pay back. Don’t leave balances on your credit cards. And know the 
“terms” of your credit card – what interest is charged – and when is it charged. Visit the web site 
of the Financial Consumer Agency of Canada (FCAC) for help with selecting the right kind of 
credit card for you.

Take Act ion. 

  Take Control!

will have to make the lender feel confident that 
the business will do well and be able to pay back 
the loan. Institutions will often want to see a good 
“business plan” or a good record of success before 
giving a business loan.

•	 Installment buying: It may be possible to make 
a purchase by paying in installments. For example, 
you may buy a washer and a dryer and agree to 
make a monthly payment for 12 months to pay for 
them. Generally, if you purchase something through 
installments, you will have to pay interest charges 
– but you do get use of your purchase while you 
are paying for it. You may arrange to do this to buy 
a computer, or a TV, or a refrigerator. You may also 
find some places that let you pay in installments 
without interest. You have likely heard ads offering 
“No money down! No interest! No payments for 24 
months!” Some of these offers are very legitimate 
and are set up to help you make a purchase – and 
for the busines to make a sale. But, before making 
such a deal, ask questions and check into the 
terms. Ask if there is any upfront administration fee 
or fee of any kind. Ask if there are any other fees or 
charges. And ask if there is any reason why interest 
charges might increase or be charged. If you buy 
something this way, don’t miss a payment – and pay 
the final bill on time!
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Check to see if anyone 
in your family has every 
made a purchase this 
way.  If so, what was the 
experience like for them? 
Did it work out well? Did 
it work out not so well?

How About You?
These, then, are some of the various forms of credit, debt or loans 
you might get. Keep in mind, though, that most lenders lend money 
for one purpose – to earn interest. They will want to be repaid for 
sure. But they will want to increase the value of their money by earn-
ing interest. Let’s look more closely at the cost of credit and things 
that can affect the interest rate you pay. 

The Cost of Borrowing Money
The cost of credit is the amount of interest that is paid on the loan. 
But the total you will pay on a loan will be determined by more than 
the rate of interest. 

The total cost will also be affected by how long it takes you to 
pay back a loan. The longer it takes you to pay back money you 
borrow, the more you will pay in interest. As an example, consider a 
mortgage loan. Look at the following three tables.

$60,000 Mortgage 

15-year Amortization (paid back over 15 years)

4% $443.81 $79,886 $19,886

6% $506.31 $91,136 $31,137

8% $573.39 $103,210 $43,210

10% $644.76 $116,057 $56,057

Interest Rate
Monthly  
Payment

Total Repaid
Total Interest 

Payment
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20-year Amortization

25-year Amortization

4% $363.59 $87,262 $27,261

6% $429.86 $103,166 $43,166

8% $501.86 $120,446 $60,477

10% $579.01 $138,962 $78,963

Interest Rate
Monthly  
Payment

Total Repaid
Total Interest 

Payment

4% $316.70 $95,010 $35,011

6% $386.58 $115,974 $55,974

8% $463.09 $138,927 $78,927

10% $545.22 $163,566 $103,566

Interest Rate
Monthly  
Payment

Total Repaid
Total Interest 

Payment

Note that if $60,000 is borrowed for 15 years at 4%, the total inter-
est paid is $19,886. If the interest rate is 8%, the total interest paid 
is $43,210. That shows how important the interest rate is. But how 
about the time to pay back the loan?

Note that if $60,000 is borrowed at 4% interest and paid back 
over 15 years, the total interest paid is $19,886. If the $60,000 is 
paid back over 20 years, the total interest payment is $27,261. The 
same loan amount – $60,000 – costs $7,375 more if it is paid back 
over 20 years as opposed to 15 years. It is obvious that the amount 
of time you take to pay back a loan is very important.

The cost of the loan can also be affected by where you borrow 
the money. If you have a good borrowing history, you will probably 
be able to get a loan from a traditional lender such as a bank. How-
ever, if you do not have a good credit history, or if you are experienc-

Make sure you know the 
interest rate you will be 
paying on any loan you 
take out and if that rate 
will ever change.

Learn About
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ing some money challenges, you may have to go to other sources 
where costs may be higher – in some cases, quite a bit higher. This 
is why you want to have a good “credit rating.” More on that later.

Some people who need to borrow money use “payday loan” or 
“cheque cashing” companies. The costs at such places are higher 
than traditional institutions such as banks. Before using a “payday 
loan” company ask about the costs of borrowing money. Also ask 
what happens if you have trouble paying the money back. And ask 
what the “annual interest rate” is on any loan you consider. Be care-
ful of getting into a situation where you have to take out a new loan 
to pay off an old loan.

In fact, whenever you consider taking out any loan (or using 
credit), ask what the interest rate is and how much total interest you 
will be paying. Good creditors will not hesitate to give you honest, 
accurate information. And get everything in writing. 

Common lenders, such as banks, will often base their loan rates 
on something called the “prime rate” of interest. The prime rate is 
the rate of interest that the institutions charge to their largest, most 
reliable customers – often large corporations. 

When you go into a bank or other institution to take out a loan, 
you will meet with a loans officer. He or she will discuss your situa-
tion with you, take down the details of your request, ask questions 
related to your credit worthiness (more on this in a moment), and 
so forth. The loans officer will also do a “credit check” – that is, a 
check on your credit rating. After that, if the institution is willing to 
lend you the money, you will learn the rate of interest that you would 
be charged for the loan if you take it. If you are a new borrower, you 
will not likely get a loan at the “prime rate.” You will likely be told that 
your rate will be something like “prime +3%” or “prime +2.5%” – 
meaning you will pay the prime rate plus that extra – e.g. prime +3 
would equal 6% if the prime rate was 3%. The better your credit 
rating, usually the lower rate you get since the lender’s risk is lower.

Don’t borrow from the first place you visit unless you have some 
special reason to do so.  It may be that your family has banked at a 
particular bank for years and has a good reputation there. You may 
want to bank there as well – or find it easier to do so because the 
family is well known there and has a good history with the bank. But 
if there is no particular reason to pick one over another, don’t hesi-
tate to compare institutions and their interest rates. Financial institu-
tions do compete with one another. There is a chance that another 
institution may offer you a loan at a lower rate of interest. Financial 
institutions will also often be prepared to match rates offered to you 
by other institutions – if you ask them. 

Go online and visit some 
sites to learn more about 
what is involved in a loan 
application. Check out 
the sites of some of the 
banks and the Financial 
Consumer Agency of 
Canada to see what a 
“loan application form” 
looks like and the kind of 
information that you will 
be asked to provide if 
you apply for a loan. 

Learn About

Do you know people who 
have used payday loan or 
cheque cashing places 
for loans? If so, what has 
their experience been 
like? Did they need to 
use such facilities for 
borrowing or did they 
have a choice?

How About You?
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Another important point to note about loans is the down pay-
ment. This refers to the amount of money you can pay at the time of 
purchase versus how much you have to pay through borrowing. For 
example, suppose you are going to spend $8,000 on a car and you 
have $3,000 available. You can use the $3,000 as a down pay-
ment and borrow the remainder. (Borrowing is often referred to as 
“financing” – you put down $3,000 and “finance” $5,000.) 

Therefore, the total cost for the car will be $8,000 plus whatev-
er interest you have to pay on the borrowed money (that is, interest 
on the $5,000). The key point is that the higher your down payment 
on any purchased item, the less you will have to borrow (finance) 
and the less your total interest cost will be. 

Have people in your 
family traditionally 
done their banking at a 
particular bank? If so, 
you may wish to ask 
why? See if the family 
is happy with that bank 
– or why they may think 
you should explore your 
options for banking.

How About You?

What can affect your cost of borrowing?

Compare:

1.	 �The difference between paying 3% for a $2,000 loan over two years versus paying 5% for the same 
loan for two years.

2.	 �The difference between paying off a $3,000 loan at an interest rate of 7% over two years versus 
paying off the same loan over four years.

3.	 �The difference in total cost for a $4,000 car (a) with a $2,000 down payment and financing $2,000 
over three years at 4% versus (b) financing the entire $4,000 over four years at 8%.

Comparison shopping for interest rates

Suppose you want to buy a brand new car for $24,000 and you are going to finance $22,000. 
Explore the different rates offered by lenders on car loans and see what your total cost would 
be, at different rates of interest, to pay back the loan over 5 years.

Learn About

Learn About
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•	 Know the total cost you will pay for any loan you 
take on – principal + interest costs. 

•	 Pay off credit cards each month. Don’t carry debt 
on credit cards. If you can’t pay off what you owe 
on a credit card, and you have been carrying a 
growing balance on your card, consider taking out 
a regular loan to pay off the credit card balance. 
You will pay a lot less in interest on a regular loan 
than you will on a credit card debt.

•	 Comparison shop for the best interest rate 
you can get. 

•	 Decide on how much time you will need to pay 
back money you borrow. The shortest time you 
can afford will be the best since it will reduce your 
borrowing costs.

•	 Put down as large an amount (down payment) 
as you can to lower the amount you will have to 
borrow. This will lower the interest you will have to 
pay, and, hence, the total cost to you.

•	 Lenders lend money to earn interest. They will want 
to have confidence that you will pay the money back 
– and be able to afford the interest. That is why they 
will usually do a “credit check” on you. Make sure 
you pay back loans and make payments on time so 
that you have a good credit record.

•	 There are a variety of reasons why you may want 
to borrow money – and a variety of factors that 
will affect whether others – will lend you money. 
There are also a variety of factors that will affect the 
interest rate you may pay on a loan.

•	 There are different ways to borrow money – and the 
costs can differ from one way to another. 

So, let’s summarize some of the key points we have 
covered about borrowing money: 

Probably the most important thing about borrowing 
money is to ask questions to get the information 
you need to make a good decision. You have a right 
to know what you need to know to make a good 
borrowing decision. You will also likely earn respect 
from lenders who will be pleased to see how thor-
ough you are as you make your decision. It will be a 
sign that you will likely be responsible about paying 
the money back. 

The following are some questions you should be 
sure to ask when taking out a loan.

•	 What is the interest rate on the loan? Is it possible 
to have a lower interest rate? What would be 
needed to lower the rate?

•	 Is the interest rate on the loan fixed or does it vary? 

•	 What are the first and last payment dates? Are 
there any penalties for late payments? 

•	 Can I pay off the loan at any time? If so, is there any  
penalty for doing so? 

•	 Are there fees other than interest payments? 

•	 How frequently will interest on my loan be 
calculated? 

•	 What happens, or what can be done, if I miss a 
payment or am unable to make one for any reason?

•	 Are there any other factors that may affect the total 
cost of the loan?

•	 Are there ways that I might be able to lower the total 
cost of the loan? 

Suppose you are a creditor with 
money available to lend. Someone 
comes to you who wants to buy a boat 
for $22,000 and borrow $18,000 from 
you to do it. What information would 
you want to know prior to deciding 
whether or not to provide the loan?

Think About I t
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Post-secondary education and training is very im-
portant to most young people today. But the costs 
can be quite high – especially if one is moving away 
from home and having to cover living costs including 
costs for accommodation, food, transportation, etc., 
as well as tuition and textbook costs.

There are student loans available from the 
Government of Canada to help students who find 
paying these costs challenging. The government 
has a great website with all the information that you 
will likely need to learn when you are thinking about 
applying for student loans. The link to the website is:  
https://www.canada.ca/en/services/jobs/
education/student-financial-aid/student-loan.html 

Just be aware that the money you borrow will 
eventually need to be repaid. Information on repay-
ment, interest rates, etc., can also be found on the 
government’s website. 

Don’t forget to explore whether you qualify for 
any scholarships or bursaries. There are many 
scholarships and bursaries that go unused each year 
due to a lack of applicants. You can learn more at the 
federal government’s website providing scholarship 
information: https://www.canada.ca/en/services/
benefits/education/scholarships.html. 

Don’t overlook the tremendous opportunities 
available in the skilled trades. The trades are be-
coming more and more sophisticated – and with 
the demand for skilled trades, many are able to earn 
more income. The skilled trades can be an attractive 
career option for many Canadian youth providing 
a good job, good income, and good lifestyle – and 
many people in the trades are self-employed and 
become entrepreneurs. So if entrepreneurship is of 
interest, you may want to take a look at the possibili-
ties afforded by the skilled trades.

There are other questions that you may have. Don’t 
be afraid to ask! Decisions about borrowing money 
are important decisions. You want to make sure you 
are making a good decision. Asking questions, and 
getting the information you think you need, is part of 
making a good borrowing decision.

Now let’s take a look at one area of where young 
people often encounter their first need to borrow 
money – for post-secondary education or training 
and applying for a student loan.

Student Loans

Think about the costs you are likely 
to face if you are planning to attend, 
or are attending, college, university, 
or a training program. Try to calculate 
the total costs you will face over two, 
three, or four years.

Many scholarships, bursaries, grants, 
etc. are not based upon marks. Make 
sure you look into sources of financial 
support that may be available to you. 
Many different criteria are used in 
making decisions regarding who will 
receive scholarships, etc.

Learn About

Learn About
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Module Summary

Say What? Possible New Terms!

1.	 Debtor: is someone who borrows money from others.

2.	 Creditor: is someone who lends money to others.

3.	 Liability: is something that you owe.

4.	 Asset: is something you own that has value.

5.	 Net worth: your assets (what you own) minus your 
liabilities (what you owe.)

6.	 Principal: the amount of money borrowed that has to be 
repaid. It does not include any interest charges that have 
to be paid for borrowing money.

7.	 Dividend: the shares of a company’s profits that are 
given to shareholders.

8.	 Amortization: the period of time over which you agree 
to pay back a loan – such as a mortgage – via a series of 
regular payments.

Did It Stick? Can You Recall?

1.	 What are some of the reasons why people tend to 
borrow more money today than 30-40 years ago?

2.	 What are some of the reasons why people 
borrow money?

3.	 What types of debt or credit can people use to 
borrow money?

4.	 What are the major factors that can affect the cost of 
borrowing money?

5.	 What can you do to try and keep your costs of 
borrowing money as low as possible?

Thinkabout... or Discuss:

•	 What do young people spend most of their money on? 
Why?

•	 Are most young people today in control of their money? 
What are some of the causes of young people losing 
control of their money?

•	 Do young people have too easy access to credit cards? 
Or are credit cards almost a necessity today?

•	 Do you know others who are having money troubles – or 
who you think are headed to money trouble? If so, what’s 
causing this?  

•	 Know what debt you can afford 
and don’t borrow more than you 
can afford.

•	 Shop and compare costs when  
borrowing money.

•	 Know the total cost of any debt before 
borrowing money – and find out if the 
total cost can change for any reason.

•	 At different points in your life, check 
your “net worth” to see if you are  
making financial progress.

•	 Avoid borrowing to your “credit limit.” 
Borrow what you need to borrow – 
not what you can borrow.

•	 Avoid having multiple credit cards. 
Stick to one or two. Having debts on 
many cards can lead to debt troubles.

•	 Don’t carry balances on credit cards. 
And pay off credit card debts each 
month – in full – and on time – 
if you can.

Some web sites that you might find 
useful would be:

•	 Credit Canada – Debt Solutions: 
www.creditcanada.com

•	 Financial Consumer Agency of 
Canada: www.fcac-acfc.gc.ca

•	 Fiscal Agents:  
www.fiscalagents.com

•	 Canadian Real Estate Association: 
www.crea.ca

•	 Canada Mortgage and Housing 
Corporation: www.cmhc-schl.gc.ca

•	 Gamblers Anonymous:  
www.gamblersanonymous.org

Tips & 
   Suggest ions

Tech Talk
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GETTING AND MANAGING CREDIT

$$ Credit Worthiness – the “3 Cs”

$$ Credit Rating 

$$ Advantages and disadvantages of credit

$$ Signs you may be in debt trouble

$$ What to do if you have a debt problem

When might someone need a loan? 
When might a person want a loan? 
What’s the difference? Be aware that 
it may be harder to get a loan when 
you need it than when you don’t.

Think About I t

Module 12

Your Credit Worthiness
If you want or need to borrow money, you will have 
to make sure the possible lender is confident that 
you are able to pay back the loan. 

Try and arrange to have some credit available to you – even when you don’t need it. Don’t use 
it – just have it available in case you do need it. You may do this by the credit limit you have on 
a credit card or through a “line of credit” you set up with your financial institution.

Take Act ion. 

  Take Control!

Anyone thinking of lending you money will be 
interested in your “credit worthiness.” Your credit 
worthiness is simply a lender’s check on your ability 
to take on, carry, and pay back debt. To check your 
credit worthiness, a lender will consider the “3 Cs” 
– your capital, character, and capacity. These aren’t 
the only things that will be of interest to the lender. 
Your “credit rating” will also be very important. More 
on that shortly. But let’s look at the 3Cs so that you 
know about some of the things that might affect 
your chances of getting a loan. 

Let 's Discuss...
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Capital

This refers to things you own. They have value and 
could possibly be sold if money was needed to pay 
back the loan. As you may know, things you own 
that have value are called “assets.” Your assets can 
include any “equity" you have in a house (that part 
of the house that you own – the value of the house 
minus the mortgage), stocks, bonds, cars, savings, 
and so on. 

As a borrower, you would probably not have any 
intention of selling these assets or cashing them in 
to pay back the loan. However, if for some reason 
you were unable to make the payments or pay back 
the loan in full, then the lender wants some protec-
tion. The lender would like to know what assets you 
own that could be cashed in or sold (“liquidated”) to 
get the money needed. 

Assets that you use to “secure” a loan – show 
you could find a way to pay back a loan if need be 
– are called “collateral.” The problem some people 
face is that they may not have much collateral to 
back a loan. 

In that case, the lender may ask for someone to 
“co-sign” the loan. A co-signer is someone who will 
agree to pay back the loan if the borrower, for some 
reason, is not able to repay. Asking someone to co-
sign a loan is asking them to take on a serious  
responsibility. And being a co-signer is taking on 
considerable responsibility. Any co-signer should be 
careful before co-signing a loan – a loan he or she 
may have to help repay. 

So your “capital” is the assets that you have, to 
provide some possible “collateral” if needed. If you 
don’t have capital, the lender may ask for a co-sign-
er – another person who will take on some responsi-
bility for the loan. Now, how about your character?

Do you have any “assets” at the 
moment? You may not use them to 
get a loan – but many young people 
sell things they own to get money, 
e.g. computer games, used sports 
equipment, used musical instruments, 
used bikes, etc. These are things 
of value – assets – since they can 
possibly be turned into money be 
selling them.

How About You?

Character

When you apply for a loan, the loans officer will also 
be interested in your “character” – how responsible 
you seem to be and how reliable you are likely to be 
in repaying the loan. 

Some of the questions that you have to answer 
on a loan application may surprise you. You may be 
asked how long you have worked at your current job; 
how long you have lived at your current address; and 
whether you have incurred any other debts; whether 
you are married; and if you have any dependents. 

Why such questions? The lender (creditor) will 
be looking for signs of “stability,” “responsibility,” 
“reliability,” and so on. Being with an employer for 
quite a while, living at the same address for some 
time, being married, or having children or other 
dependents tend to be signs of stability and that 
you have taken on responsibility. This doesn’t mean 
that you can’t get a loan if you aren’t married with 
two kids and haven’t worked and lived at the same 
place for ten years. It also doesn’t mean that you will 
get a loan if you have. It does mean that if you have 
changed jobs frequently, are unemployed, or have 
moved from place to place, or have been married 
three times you may encounter some hesitation from 
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loans officers when you apply for a loan. The lender 
will be looking to learn something about you – and 
the kind of person you are. You would probably want 
to know something about a person who asked you 
for a loan too.

We’ve looked at your capital (what you own) and 
your character (indications of the kind of person you 
are). Now how about whether you can afford the 
loan? That’s your capacity.

Of people you know well, who would 
you be willing to lend money to if 
asked –and if you had the money to 
lend? Are there others to whom you 
wouldn’t lend money? If so, why not? 
What differences are you thinking 
about when you consider whether 
you would lend them money or not?

If someone asked you for a loan, 
what might you want to know about 
them before making your decision? 
Would you lend money to you at this 
point? Would you be a good “credit 
risk?” What changes are likely to 
happen in your life that may change 
your credit risk?

Think About I t

Think About I t

Capacity

The creditor will also want to know if you can afford 
the payments on the loan. Do you have enough 
income to pay the monthly cost? Do you have other 
expenses that may make it hard for you to make the 
monthly payments? Do you have other debts? What 
you own, what you owe, and what you earn will be of 
interest to the possible lender.

These, then, are “the 3 Cs” that help to show 
your credit worthiness – and whether you are a 
credit risk. However, your credit rating will probably 
be as, or more important, to the lender if you are 
looking for a loan. 

Credit Rating

Many people don’t know a credit rating system 
exists. But it does. Those who are in the business 
of lending money share information. They share 
information about people to whom they have loaned 
money. They share information about those who 
have been good in repaying their debts – and 
making payments on time. They also share informa-
tion on those who have not been so good – or who 
regularly make payments late – or who have not paid 
their debts. 

Check out online what it would cost 
per month to carry different size 
loans at different interest rates. 
For example, see what the monthly 
cost is for a 5 year loan of $10,000 
at 7% interest. Check out a variety 
of other loans for different amounts 
of money, for other lengths of time, 
and different rates.

Learn About
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For example, suppose you purchased something 
from a store on a credit card. Then, for some reason 
you did not pay the charges on the card. If that 
happens, the credit card company will probably first 
try and get you to pay the charge. If you still don’t 
pay, the credit card company may notify the “credit 
bureau.” And that can go on your record and may 
affect your ability to borrow money.

There are a number of “credit rating agencies” 
that keep this information. For example, two large 
agencies in Canada are “Equifax” and “TransUnion 
Canada.” They keep records on people who borrow 
money – who they borrow from, how much they 
have borrowed, how good they are at repaying their 
debts, and so on. They also have information on bills 
you may not have paid – and should have. Based 
on all the information they have, they will calculate 
a credit score. The credit bureaus will make the 
information they have available to other lenders. 
Therefore, before making a loan, lenders will usually 
check with the rating agencies and check out your 
credit score. 

Now here is a very important point. You can go 
to these companies to check out your credit rating – 
and you should. You may find things there you didn’t 
know about – or you may find things that are wrong. 
A lender may have sent in notice that you didn’t pay 

Do you know if you have a credit 
rating? Have you borrowed money? 
Do you have a credit card?

How About You?

a debt – but you did, only late. But it may show on 
your credit rating that you never paid the debt – and 
that won’t help your credit score.

Most creditors will work with a borrower to try and 
help the borrower repay the loan before providing 
any information to the credit bureau that would hurt 
a person’s credit rating. After all, their goal is to get 
their loan back or have the bill paid. They may work 
out new terms with you to help you. That is why it is 
always important to contact the creditor if you are 
having problems repaying a debt or paying a bill that 
is overdue. You can often work out a payment plan. 
However, if a creditor does not hear from you, they 
may simply assume you aren’t going to pay what is 
owed and send that information to the credit bureau. 

Before information is sent to the credit bureau, 
people who are having trouble paying their debts or 
bills will often be contacted by a “collection agency.” 
A collection agency will work for those to whom you 
owe money. Their job is to try and get you to pay. 
It is best to get in touch with anyone to whom you 
owe money – and haven’t paid – before they get 
a collection agency to get in touch with you. If you 
are contacted by a collection agency about a debt, 
take this as a warning and deal with the matter right 
away so that you don’t end up with a negative report 
going to the credit agency. 

Even if you don’t have any intention of borrowing 
money, you never know when the need may arise. 
It is always wise to be able to borrow money just in 
case you have to some day. That means having a 
good credit rating. 

Go online to the two credit agencies 
to see if you have a credit rating. If 
so, you may want to check and see if 
the information is correct. If you don’t 
have a credit rating now, check back 
now and then to keep an eye on it. 
You should always be in touch with 
your credit rating. It’s important.

Take Act ion. 

  Take Control!
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If you have trouble making loan payments, paying back a loan, or paying a bill that you owe, 
contact whomever it is you owe money to. Let them know you are having some difficulty. 
See if they can work with you to help. Try to do that before the matter is put in the hands of a 
collection agency – or recorded at the credit bureau.

Don’t just wait for your credit rating to be built up by others – try and build a good credit rating 
for yourself. If you can borrow some money without paying interest – like with some credit cards 
– and pay it back promptly and in full – consider doing this to build a good rating. Also, if you 
rent an apartment and pay electricity bills (on time), and phone bills, (on time), etc., this will 
show on your credit rating. So don’t just let your credit rating happen. Try and do some things, 
as you can, to build a good credit rating.

Take Act ion. 

  Take Control!

Take Act ion. 

  Take Control!

•	 Repay your debts and make payments on time

•	 Don’t borrow more than you can afford

•	 Set a borrowing limit and stick to it. This sounds 
easier than it is. Most people don’t know how to set 
a credit limit – that is, the maximum amount you can 
afford to borrow. Here is one suggestion. Set up a 
budget. (See the Module on budgeting.) As you do, 
see how much you could afford each month for debt 
payments. That amount should help set your debt 
limit. If you borrow money, don’t borrow more than 
could be covered by the limit you have set.  
    The cost of a loan will vary with how much you 
borrow, how long you will take to pay it back, and the 
interest rate. Therefore, the maximum amount of debt 
that you can comfortably afford to carry will change 
as these things change. Try to stay in your “comfort 
zone” and borrow only what you can afford.

•	 Don’t sign any kind of loan agreement until you have 
read it thoroughly, understand it, and know what 
you are etting into. Sometimes you may feel a little 
awkward doing this. It may be a person you know. 

The following are some tips for maintaining a good credit rating: 

Or the person may make it seem like time is short 
and you should hurry – or that this is just standard 
stuff and you shouldn’t worry about it. Or it may be 
that the document is quite lengthy and may take 
some time to read over. Don’t let that stop you. Most 
people will understand that you want to read what 
you are signing. If they don’t, it may be because 
they really don’t want you to read it. Even if you feel 
awkward, take the time. It is a small price to pay to 
be comfortable with what you are signing.

•	 Never sign a blank form of any kind where 
information could be filled in or added after you sign

•	 Always try to pay your monthly bills on time (like 
phone, electricity, etc.)

•	 Contact your creditors if you are having trouble 
making payments on your debts 

•	 Deal with reputable creditors (they should have a 
good credit rating too) 

•	 Be cautious about co-signing for a loan 
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The Advantages and 
Disadvantages of Credit

As we noted, co-signing a loan is a serious respon-
sibility. A parent may co-sign a loan for a child if the 
child is still relatively young and needs help with bor-
rowing money. That is quite common until there has 
been time for the child to build up a credit rating. 
But always think carefully if you are asked to co-
sign for a loan. It may affect your own credit rating if 
things go wrong. 

It’s also a good idea to start to develop a good 
credit rating as early as possible. To do this, some 
young people decide to get a credit card from a 

retailer or credit card company, make purchases, 
and pay off the bills promptly and fully each month. 
In this way, a good credit rating can begin to be 
established even at a relatively young age. 

Many people borrow money by using a credit 
card or taking out loans to buy things. How you use 
a credit card or manage a loan can affect your credit 
rating. Let’s take a look at some of the advantages 
and disadvantages of using credit through credit 
cards and loans.

Advantages
•	 You can use something and enjoy it now (for 

example, a car, a house, a vacation, education, new 
clothes) and pay for it out of future income. 

•	 You can buy things you could not buy from your 
current income. You can use some of your future 
income to pay for it.

•	 Credit enables you to handle emergencies and 
unexpected costs due to an illness, accident, losing 
a job, car repairs, and so on. 

•	 Credit can enable you to pay more to buy goods of 
higher quality that you otherwise could not afford 
now. Buying better quality can mean it will last 
longer. That may make it a wise consumer choice. 

•	 You can take advantage of sales and deals – if a 
really good one comes along. (Just make sure that 
the amount you save through the sale is more than it 
may cost you in interest.) 

•	 Using a credit card provides you with a record of 
your expenses. Credit card issuers provide a monthly 
statement which lists all of the spending you did with 
the credit card. 

•	 Credit can make it easier to deal with a number of 
debts you have if you are having difficulty repaying. 
By taking out a “consolidation loan” you can borrow 
one amount to pay all or most of your bills and then 
make a single payment each month rather than many. 

Disadvantages
•	 Credit can encourage you to live beyond your means 

and get you into financial difficulty. 

•	 Credit can mean that your future income will be tied 
up in paying past debts. You may not be able to buy 
things in the future that you wish you could.

•	 Using credit can increase your total cost for a 
product or service since the interest you will pay 
must be added to the price. 

•	 Credit can lead to more impulse buying, which may 
lead to buying things you don’t really need – and 
wish you hadn’t. 

•	 If you get and use a credit card for a particular store, 
you may just shop there and do less comparison 
shopping. You may lose out on cheaper prices or 
better deals elsewhere.

•	 Tapping into credit now will mean that you will have 
less available if unforeseen emergencies arise.
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Do any of these signs apply to you? 
Even at a young age, are you possibly 
heading for some debt problems or 
are you well in control? What do you 
see as your likely “debt future?”

How About You?

One way to keep a good credit rating is to avoid getting into debt 
trouble. When you “get in over your head” and have more debt than you 
can afford, you can start missing payments, paying late, or not repay-
ing your debts. That can lead to problems with your credit rating. So 
avoiding debt trouble in the first place is the wise thing to do. But how 
do you know if you are heading toward debt trouble? Let’s take a look 
at some of the signs that you may be headed in the wrong direction. 

Signs That You May Be in Debt Trouble

You may be heading for debt trouble if you find you are: 

•	 finding it difficult to save anything; 

•	 continually short of money; 

•	 using your savings to pay debt costs; 

•	 near your credit limit on all or most of your credit 
cards and accounts; 

•	 missing payments or due dates for your bills; 

•	 always making only the minimum payments on your 
credit cards and accounts. Each month you will likely 
see a “minimum” monthly payment on your credit 
card statement. This is the minimum amount that the 
lender is willing to take as payment for that month. 
It is not the minimum you would be best to pay. The 
best thing is to pay off the full amount. If you can’t, 
pay off as much as you can. If you just make the 
minimum monthly payment it can take a long time to 
pay back the money – and you end up paying a great 
deal of interest;

•	 unaware of how much you owe; 

•	 worrying a lot about money – your debts are always 
on your mind – you are having trouble sleeping; 

•	 borrowing money to pay off past debt costs; and 

•	 having to borrow money to meet your week-to-week 
or month-to-month living expenses. 
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What To Do If You Have a Debt Problem

Do all that you can to avoid debt problems. Know 
how much debt you can afford and don’t go over 
that limit. Set up a budget so you know how much 
debt you can afford. Don’t borrow to that limit – 
leave yourself some room in case something comes 
up. Think about the trade-offs you are making when 
you borrow money – and borrow only when it is a 
good decision for you.

But in the end, some people will get into debt 
trouble. What can you do if that happens?

•	 Perhaps the most important advice for you if you 
are having debt troubles is to face up to your 
problems and start to do something about them. 
Don’t try to handle it all alone. If you have close 
personal friends or family, seek their help and 
advice. They can also help you deal with what may 
be a bad situation. You will probably be surprised 
at how many people will understand and will try to 
help see you over a rough period. 

•	 Contact your creditors. Don’t simply start missing 
payments. Most of those who have loaned you 
money will try to help you get out of the hole you are 
in. After all, they have an interest in helping you – 
they hope to get their money back. Work out a new 
payment schedulewith them. You will probably be 
surprised at how co-operative most creditors will be. 

•	 Put all of your credit cards away to avoid getting into 
worse trouble. In fact, stop all further borrowing. No 
sense digging a deeper hole.

•	 Consider a consolidation loan for your debts. A 
consolidation loan is one loan you take out to pay 
back your other loans. In this way you can turn a 
number of payments for a number of different loans 
into a single payment for one loan. The monthly cost 
may be less than the total monthly cost of all other 
payments combined. If you are carrying debt on 
credit cards, the interest you will pay on a regular 
loan will usually be much lower than that on a credit 
card balance. 

•	 Consider a second job, if you can, to see you over 
the hurdle and tough times. 

•	 Cash in some investments or savings to lower your 
debt position. The costs you pay on your debt will 
usually be greater than the interest you earn on 
your investments. It may make sense to give up the 
investment to do away with the debt. 

•	 Seek some professional advice and counselling if 
you can get it – or if someone will help you get it. 

•	 Review your lifestyle and past decisions. What got 
you into trouble? What could you change to get out 
of trouble? What can you give up to get money to 
help you pay your debts? 

When it comes to handling money, and making 
good money decisions, few things are more im-
portant than getting and keeping a good credit 
rating. Right from the outset, make that one of your 
priorities. Debt can help you – or debt can hurt you. 
Borrow wisely. And always stay within a limit you 
can afford.
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Module Summary

Say What? Possible New Terms!

1.	 Capital: the assets you own – things of value – things that 
could be sold or cashed in, if needed, to help pay back a loan.

2.	 Character: things about you that indicate your degree of 
stability, responsibility, and reliability.

3.	 Capacity: your ability to make payments on a loan – usually 
determined by your income.

4.	 Credit rating: a score that indicates your history of managing 
and paying your bills and debts.

5.	 Collateral: something of value that you put up in support of a 
loan and that could be sold, cashed in, or given to the lender 
if a loan can’t be repaid.

6.	 Co-signer: a person who signs a loan agreement who is 
willing to pay back the loan, or what is owing on a loan, if the 
borrower can’t repay.

7.	 Consolidation loan: one loan taken out to pay off a number 
of debts to make one payment monthly rather than a number 
of payments to hopefully reduce the monthly cost.

Did It Stick? Can You Recall?

1.	 What are the “3Cs?” Why are they used? 

2.	 What is your credit rating? What kinds of things can affect 
your credit rating?

3.	 How can you build a good credit rating?

4.	 What are some signs that you might be heading toward debt 
problems?

5.	 What are some things you can do if you have debt problems?

6.	 What are some of the advantages and disadvantages of using 
credit cards and loans?

Thinkabout... or Discuss:

•	 How can a young person build a good credit rating?

•	 Is it too easy for young people to get credit these days?

•	 What leads some young people to get into debt 
difficulties at a young age?

•	 How might borrowing help a young person as he/she 
tries to build a successful future and achieve goals?

•	 Protect your credit rating. Pay bills – 
and pay them on time. Pay debts – 
and pay them on time.

•	 Know your credit limit – and stick to 
it. Know what you can afford – and 
leave some room if you can in case 
surprises come along.

•	 Know how borrowing can help and 
use it to your advantage. Know  
how borrowing can hurt, and avoid 
debt issues. 

If you can, use the Internet to:

•	 See if you have a credit rating – 
and, if so, check it out.

•	 Compare the cost of carrying 
different amounts of loans over 
different periods of time at different 
rates of interest.

•	 Search: 
–  Building and keeping a good  
    credit rating 
–  How to pick the right credit card 
–  Signs of debt trouble 
–  Credit Canada – Debt Solutions 
–  Financial Consumer Agency  
    of Canada

Tips & 
   Suggest ions

Tech Talk
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SAVING AND
INVESTING MONEY

Part 5
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PUTTING YOUR MONEY TO WORK –  
SAVING AND INVESTING   

$$ Basic Banking

$$ Saving Money

$$ Investing Money

W hen it comes to saving and investing, there is 
no “chicken and egg” dilemma. You don’t have 
to wonder which comes first. You can’t invest if 

you don’t have savings. Once you have savings, you can 
make decisions about how to invest them.

With any money you get, you will have some basic 
choices in how it is used. You can spend it, save it, pay 
taxes, or give some away.

Module 13

Basic Banking

Do you keep your money in a bank?  
If so, how did you come to pick that 
bank? What kind of account(s) do 
you have?

How About You?

Most people will use a bank to help manage their 
money. Banks provide chequing accounts, savings 
accounts, chequing-savings accounts and so on.

Money is deposited into these accounts and the 
bank will usually pay some interest on that money. 
Why? Because the bank will lend out a good por-
tion of the money deposited to others as loans. The 
banks hold on to enough money to do their day to 
day business – but will lend out money to business-
es and to borrowers as car loans, mortgages, etc.

The banks will make money on “the spread” – 
the difference between the interest rate paid to 
savers and the interest rate charged to borrowers. 
The banks also make money from fees, investments, 
etc. Overall, Canada’s banks do pretty well and are 
some of the safest in the world.

If you have one or more bank 
accounts, check and see if there are 
monthly fees on the account. If so, 
see what the fees cover. See if you 
can make changes to lower your 
monthly fee.

$ Tip

Let 's Discuss...
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Saving Money

How do you use your money? Do you 
know where it’s going? How much are 
you spending? Paying in tax? Saving? 
Giving to help others?

How About You?

If you deposit money in a bank, you can usually 
get your money, as you need it, by withdrawing it 
at a branch or using an ATM. You can usually make 
payments by using cash, writing a cheque (less 
common these days), using a debit card, making an 
online transfer, etc. So there are different ways to 
get and use your money.

You can use banks to hold your money that you 
will spend as you need. And, you can use banks to 
hold on to money you aren’t using today for spend-
ing – and that you will save for the future.

In the end you will make decisions, probably ev-
ery day, about how you will use your money – spend 
it, save it, give some away, etc.

Save some money if at all possible – 
even a little each month. It can help 
you get into the habit of saving – and 
small amounts can add up.

Be careful and use only ATMs that you 
can trust – preferably those of your 
bank. You may pay a fee if you use an 
ATM from another bank or a generic 
ATM that is not associated with any of 
the major banks. ATMs can also  be 
“compromised” by people who are 
trying to steal your PIN and account 
number. Again, try and use only 
ATMs you trust and that are in a well 
secured and protected area.

$ Tip

$ Tip

You won’t have much choice in how you use some 
of your money. There will be monthly expenses and 
taxes that you will have to pay. But what about the 
money left over – if there is any?

You may be spending all your money – and pay-
ing some taxes as you do your spending (remember 
GST, HST, gas taxes, etc.) That may be your choice. 
But saving is important and can help you in a num-
ber of ways, such as helping you:

•	 Save up over time to help you achieve your goals 
and to afford some of the more expensive things you 
might hope for – car, home, etc.

•	 Be prepared if unexpected things come up – both 
good and bad.

•	 Choose things you could do when opportunities 
come up – travel, help others, buy something you 
want or need without using debt, etc.

•	 Feel better knowing you have money available – so 
you may worry less about money matters. You can 
have more “peace of mind.”
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Saving Money

The “Magic of Compounding” 

You may hear someone talk about “the magic of 
compounding.” This refers to how savings and 
investments can grow in value more quickly because 
of “compound interest.” Here’s a brief example of 
how it works.

Suppose you were able to save $1,000 for a year 
and was paid 5% interest. That means you would 
make $50 in interest to add to your savings. If you 
leave the money that you earned in interest with your 
$1,000, you now have $1,050. Over the next year, 
your $1,050 will earn 5% – or another $52.50. If 
you leave that money in, you now have $1,102.50. 
Your $1,000 has grown – and is now growing faster 
because you are earning “interest on your interest.”

If you continued to leave the money to grow for 
another year, you would earn 5% on $1,102.50 = 
$55.12. Your money grew $50 the first year, $52.50 
the second, and $55.12 the third – and this has 
happened without you having to add any new mon-
ey. That’s the magic of compounding. And that’s the 
magic of saving and investing.

If you start saving at a young age, you can have 
many years for your money to grow through com-
pound interest. And if you can add more to it each 
year, your savings will grow that much faster. Use 
the “magic of compounding” to help your savings 
grow wherever you can.

Although saving pays off, a recent survey found 
that almost 50% of Canadians are living paycheque 
to paycheque. This means half of Canadians have 
expenses and debts that are taking up most of their 
income. They aren’t saving anything.

That’s not the best way to handle your financial 
affairs. In some ways, though, it’s not surprising. 
Until recently, little effort was made to help teach 
Canadians about how to handle money. People 
weren’t taught about budgeting, managing debt and 
credit cards, setting their own debt limits, saving 
for education and retirement, and so on. Therefore, 
many Canadians were not well prepared for their 
money decisions and challenges. We’re trying to 
change that for young people today.

Did any of your family members get 
a financial education of any kind? 
Are any of them able to help you? 
Are you able to help any of them with 
what you are learning? 

How About You?

The following are some things to do to start – and 
continue to save.

1.	 Make saving a priority. Save some money – even a 
little – before you do anything else with your money. 
As we have shown, compound interest can help your 
money grow.

2.	 Set a savings goal. Have a target. Give yourself 
something to work towards and reach for. Try and set 
a time period to get there.

3.	 Reward yourself if you succeed in reaching a 
savings goal. You’ll deserve it.

4.	 Track your spending. Know where your money is 
going. This will help you look for ways to save more if 
you need to.

5.	 Try and use a budget and stick to it. This will help 
you better control how you use your money. 

Saving is not easy for many people. 
But it’s important to save if you can. If 
you currently aren’t saving – or aren’t 
saving as much as you would like – 
what can you do to try and save more?

Think About I t
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Try and save a “toonie a day.” If you can, that adds up to $730 a year. You might find that you 
don’t have to give up much to save $2 a day. And, if you did, and saved from age 15 to 30, and 
earned 3% interest, that would end up at about $15,000.

$ Tip
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How much money are you spending 
each month “eating out“ (include  
lunches at school, etc.)?

Think About I t
Use the calculator on the Building 
Futures Network web site at:  
www.buildingfuturesnetwork.com to 
see how making small changes in 
spending can add up to big changes 
in saving.

$ Tip

Saving Tips

1.	 We’ve already mentioned this before – save before 
you spend. It’s the best way to save.

2.	 Shop for the best prices. If you pay less, you can 
save more.

3.	 Use a money jar of some kind. Now that we use 
loonies and toonies, if you put your change in a jar at 
the end of the day, it can really add up.

4.	 Don’t carry much cash. It is too easy to spend.

5.	 Look for ways to spend less on transportation, use 
cheaper(maybe healthier) ways of getting around.

6.	 Eat out less – and/or eat at less expensive places. 
For many people, eating out eats up a good portion 
of their money.

7.	 Set an “i-tunes limit.” It’s easy to make online 
purchases today – so much so that, at the end of 
the month, the bill can be a shocker. Set a limit and 
stick to it.

8.	 Use your phone wisely. Don’t waste money on extra 
charges, bad plans, roaming fees, etc. Once again, if 
you spend less, you can save more.

9.	 Cut back on vices. If you spend a lot on cigarettes, 
gaming,apps, etc. cut back – or cut them out entirely 
if it’s something like smoking. You can save a lot. 
Same if you are drinking expensive coffees or power 
drinks, etc. They can eat up money quickly too.

10.	Avoid impulse buying – that is, making fast spending 
decisions on the spot without much thought. They 
are often some of the poorest decisions people 
make and can use up money that could be saved.

11.	 Take advantage of sales and deals. You can save a 
lot of money this way. Buying “off season” or on the 
“shoulder season” for clothes can save a lot. End of 
year sales, end of line sales, going out of business 
sales, … they can all help you save.

12.	 It may be hard, but avoid fads. Keeping up in terms of 
style and fashion is a real challenge for many young 
people and can use up money quickly. Avoid them as 
you can – be your own person – set your own style. 
You’ll probably find that’s a lot less expensive – and 
can help you save.

The following are a dozen “Saving Tips” and suggestions. There 
are many others you might want to consider. For other ideas, and a 
savings calculator to see how little amounts saved can add up, visit 
the Canadian Foundation for Economic Education’s Building Futures 
Network web site at http://www.buildingfuturesnetwork.com. 
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What other ways are there to save 
money? What savings tips can you 
learn from others? What savings 
tips could you give to others? Have 
you talked with your family members 
about ways to save?

Which groups in your community need 
help – such as food, clothing, shelter, 
etc.? What kinds of things are being 
done to help them?  
What could be done to help them?

Think About I t

Think About I t

Just before we turn our attention to what you can do 
with savings – that is, investing – there is one other 
thing we noted you can do with your money. You 
can give some away. Canadians are a very generous 
people. Many Canadians give some of their money, 
their time, etc. to help others. And there are certainly 
those who need help.

Young Canadians are often particularly gener-
ous. They may not have a lot of money to give but 
they often contribute to various causes – some give 
money – and often give of their time, their ideas, 
etc. There are people who are homeless, hungry, 
suffering from an illness or disability, living in poor 
conditions, living in potentially violent circumstanc-
es, and so on.

In making your decisions about how you use your 
money – or your time – you may want to think about 
ways to help others in need. On your own, or with 
a group of friends, or as a class or as a school, you 
can probably make a difference in the lives of others.

Compassion – and considering the needs of oth-
ers – is a powerful force. With all the pressures and 
challenges in the world today – to get by – to take 
care of one’s self and one’s family – to make ends 
meet – it can be hard to find the time and resources 
to help others. But, just like saving, if you decide it is 
important for you, you will probably find ways to help.

If you can – and if you want – consider building 
compassion and a concern for those in need into 
your money decisions. You may find you can’t help. 
You may find you can. Or you may look for ways to 
be able to help. It is something to think about as you 
deal with money matters – and money decisions – 
in your life.

That said, let’s turn our attention to what you can 
do with your savings – investing. 

Are you currently doing anything that 
helps others in need? Do you know of 
others who are doing things to help 
out? How important do you think it is 
to try and help others in need?

How About You?
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Investing Money
Saving is holding on to some of your money to use 
it in the future. Investing is what you do with your 
savings to try and:

•	 protect the value of your savings – the purchasing 
power – over time against the effects of inflation.

•	 increase value of your savings – and acquire greater 
purchasing power – by earning a return greater 
than inflation.

•	 save enough, and earn enough from investments, to 
be able to achieve your goals.

Investing, therefore, is not only for those with lots of 
money. Anyone who has savings can make deci-
sions about how to invest those savings – and put 
them to work. 

Protecting the value of your savings is “job one.” 
You don’t want money you hold for the future to buy 
less later than you could buy today. Lately, the rate 
of inflation (the increase in the average level of pric-
es in the economy) has been about 2% a year. The 
Bank of Canada has done a pretty good job keeping 
inflation in that range.

Investing doesn’t just have to be 
money. For example, you can read, 
study, research, and learn and, 
as a result, invest in you. You can 
improve your abilities. You can 
become more valuable to others. 
And this can increase the income 
you might be able to earn from 
employment. Or it may prepare you 
to be able to start a business.

Take Act ion. 

  Take Control!

That means to protect your savings from losing 
value to inflation, you want to make at least 2% on 
your savings if you can. That may sound easy but, if 
interest rates are very low, as they have been, regu-
lar savings accounts may not pay 2% interest.

A regular savings account is one of the safest 
places to put your savings. Canada’s banks are very 
sound and you don’t take on a lot of risk by putting 
your money in a savings account. So a savings 
account is very low risk – but also gives you a very 
low return. That is one of the most important les-
sons to learn about investing – low risk will mean a 
low return. Let’s look more closely at this key point 
about investing.
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A broker is someone who is trained, and has a license, to buy and sell stocks. Be aware that all 
stocks must be bought and sold through a licensed “broker.” This may be a broker to whom you 
pay a fee to get help and advice. Or it may be an “online brokerage” company that lets you make 
your own buying and selling decisions. You will pay a lower fee if you make your own decisions 
– but you won’t get any advice.

Do you have savings in the bank? If so, do you know the interest rate you are earning? If you 
don’t have savings, check out the interest rate banks are paying for money in savings accounts. 
Do the rates surprise you?

Learn About

Learn About

Suppose you decide that you would like to buy 
and sell stocks as one of your investments. Let’s 
suppose that you haven’t had a lot of experience 
with investing in the stock market. Therefore, you 
decide to work with a “broker.” 

Suppose you tell your broker that you have some 
savings and you would like to achieve the following: 
•	 You want your investments to hopefully make you a 

20% return each year, and

•	 You don’t want to run the risk of losing any more 
than 5% of the value of your savings.

Is this a reasonable thing to ask on your part? 
The answer, unfortunately, is no. Your broker would 
likely tell you “No can do.” Why not, you might ask? 
The reason is that your potential return on an invest-
ment, and your potential risk, have to be in balance. 
If you want your investment to provide a possible 
20% return, you have to accept the risk that your 
investment may fall 20% in value. The higher your 
target return, the more risk you have to take. 

If possibly losing 20% of your savings is more 
than you are comfortable with, then you will have 
to lower the target for your potential return. You will 
have to find your “risk/return” balance point.

If you were making an investment, 
what rate of return would you look 
for – considering how comfortable 
you are with risk? What might lead 
you to take on more risk? Less risk? 

How About You?
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There are many reasons why one person’s comfort 
with risk may be different than another’s. But it will 
be important for you to have a sense of your attitude 
to risk when it comes to investing. What level of risk 
are you comfortable with? What level of risk will let 
you sleep at night without worrying? And what level 
of risk do you need to take, or are you willing to take, 
to reach your goals?

Your risk/return balance point will be affected by 
many factors, such as: 

•	 Your age. For example, younger people tend to be 
better able to accept higher risk than older people 
since they have a longer time to recoup losses if 
the value of an investment falls or if they lose on 
an investment. 

•	 How much you have to invest. Those with more 
money to invest are usually in a position to accept 
more risk since it is easier for them to afford a loss.

•	 Your goals and how much you are hoping to earn 
from your investments in order to realize your goals. 
If you set a certain goal and find that you will need 
an average return of 10% on your investments to 
reach your goal, are you comfortable with that level 
of risk? If not, you might have to change the goal – 
or set a longer date to give yourself more time. 

•	 Your time horizon, that is, how long before you need 
to use the money from your investments. If you need 
the money from your investments in two years for 
education, you won’t want to take on much risk. 
Someone who doesn’t need their money until their 
retirement in 35 years will likely be willing to take 
more risk. 

Are you aware of any investments 
that have been made in your 
community to make things better? 
For example, a new business, a 
new school, a renovated business, 
etc. If so, who made those 
investments – and why do you 
think they made them? 

Think About I t

The role of investing is to put the money that you 
don’t need today to work for you to help you achieve 
your goals in the future. 

Before we explore investing in more detail, let’s 
just take a moment to look at the role of investment 
in the economy. It can help you better understand 
why investing is important.

Our economy has a number of jobs. A key one, 
though, is to produce goods and services to satisfy 
people’s needs and wants. Entrepreneurs and busi-
nesses combine resources such as labour, capital 
equipment, natural resources, and technology  
to produce goods and services that Canadians 
need and want. They also produce some goods and 
services to sell in other countries – exports.

We distribute goods and services in our econ-
omy through a price system. That is, every good or 
service has a price. If you are willing and able to pay 
that price, then you can acquire it. People work to 
get income to be able to pay the prices and get the 
things they want.

If you want a guide and an easy tour 
of how an economy works – and how 
all the parts fit together – get a copy 
of “The Big Picture” from the web 
site of the Canadian Foundation for 
Economic Education (CFEE) at:  
www.cfee.org 

Learn About
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What factors affect the “distribution 
of income” in Canada? Why do some 
people earn more than others? 
What is done to try and make the 
distribution of income fairer?

Discuss

Overall, the well-being of people living in our society 
will depend on the wealth that we create in our 
economy – and the degree to which people are able 
to acquire the wealth that is produced. 

As more products and services are produced by 
our economy, more wealth is generated. This growth 
in output usually means with it more jobs, higher 
incomes, and an improved standard of living. 

One of our economic goals, then, is to create 
more goods and services to create more jobs and 
incomes for Canadians. At the same time, over the 
years, we have become much more conscious of 
the environment – and to look for ways to achieve 
growth in our economy without harming the environ-
ment. We even look for ways that economic activity 
can help the environment. This has also become 
one of our priority economic goals.

But how do we get funds working to improve our 
economy – achieve growth – create new jobs and 
incomes – improve the well-being of all Canadians 
– and improve the environment? That takes money. 
That takes investment. And the funds for investment 
to fuel growth and improvement in our economy 
come from people’s savings. How does that happen?

It starts with people putting some of their sav-
ings in banks. Banks then lend money to companies 
that are looking to invest – improve – and grow.

People may also use some of their savings to buy 
“bonds.” In this way, with “corporate bonds,” they 
are lending money to companies that are looking to 
invest – improve – and grow.

Research ways in which efforts are being made to produce goods and services in a way 
that can help sustain or improve the environment. Do you see business activity in your 
community that may be doing harm to the environment? Do you see businesses that are 
working to help the environment – or taking steps to make sure their activities do not do 
any environmental damage?

Learn About

And some people use some of their savings to 
buy shares in companies. This also provides money 
to companies to invest – improve – and grow.

People’s savings, then, are put to work – through 
savings, buying bonds, buying shares, etc. Savings 
find their way through loans and investments to 
businesses.

By using savings for investment, new resources 
are discovered, businesses are expanded, new tech-
niques are devised, new technology is developed, 
new training programs are provided, and so on. In 
essence, the money saved by savers in our economy 
is placed into investments that allow the productive 
capacity of the economy to grow. In this way, our 
economy is able to develop and grow over time, cre-
ate jobs, create incomes, and increase the overall 
level of well-being in our society. 
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Are there companies in your community that have not made good investments – or not invested 
enough – and are struggling – or have closed? If so, has this led to any people losing their jobs?

Discuss

If you understand how investments lead to 
growth and improvements in our economy, you will 
then understand why investingyour funds can lead 
to an increase in the value of your savings. If your 
savings are put to use in investment – and that 
investment helps to make things better – and helps 
increase the level of wealth that is produced – then 
those funds have helped to create value and be-
come more valuable. That is why an investment may 
bring you a return of 10%. If it was a good invest-
ment and helped a company to become better and 
earn a 10% higher return, then your savings may 
earn a 10% return through that investment. 

On the other hand, if you invested in a compa-
ny that didn’t make good decisions and ended up 
worse off, your investment may lose money. It is also 
why you have to make good investment decisions. 
Make sure you have good information before making 
an investment decision. Make sure you understand 
any investment you are considering. And get help 
and advice if needed.

Let’s take a minute to look at some of the criteria 
you may want to consider when making investments. 

What are some of the major 
businesses in your community? 
Have you noticed any changes lately 
– any improvements? Have any been 
doing better and helping to create 
jobs for others?

Think About I t
Investment Criteria 

The following are important things to think about 
when investing. They are: 

•	 Safety/risk 	

•	 Liquidity 

•	 Return on the investment 

•	 Time management involved 

•	 Growth potential 

•	 Knowledge of the investment 

Let’s take a quick look at each.
As we noted, the safety, or the level of risk, 

involved in an investment is a key factor to consider. 
Don’t get involved in risky investments if they make 
you anxious – or if you can’t accept the loss if the 
investment should lose value. You will have to know 
your risk tolerance – your level of comfort with risk – 
and know if an investment you are considering “fits” 
with you and your comfort level.

Time horizon refers to when you will need the 
money from an investment. Do you need it in six 
months, one year, three years, five years, ten years, 
twenty years, twenty-five years, or more? The time 
horizon – and when you need the money – will 
depend on your goals and how you plan to use the 
money. For example, will you need the money for 
education, training, a house, children, travel, retire-
ment, or .....?  

Your “time horizon” is important since it may 
affect the kind of investments you can consider. 
Investments can differ in their “variability” – that is, 
how much they can change in value. Some invest-



182 MODULE 13

ments are more “volatile” than others. They may rise 
35% in value and then, over time, fall 40% in value 
– and then rise again, and so on. Other investments 
may be much more stable and vary a lot less in value.

If your time horizon is quite soon, even 2, 3, or 4 
years, you probably won’t want an investment that 
swings a lot in value. Why? Because if it happens to 
be down when you need your money, you might not 
be able to wait for it to bounce back up. You may 
have to take a loss.  Better to avoid those kinds of 
investments if you need your money soon.

The “growth potential” of an investment is an-
other thing to consider. Will the return you get from 
the investment possibly change and improve over 
time? An investment that pays a “fixed rate of return” 
obviously has little growth potential in its value. For 
example, if you invest in a Canada Savings Bond 
that pays a 4% return, that is what your return will be 
– 4%. However, an investment in a stock or a house 
may be another matter. The value of this type of 
investment may rise, or fall, over time. These invest-
ments would have greater “growth potential” than 
“fixed income” investments like a Canada Savings 
Bond. Of course, it also has a greater risk of a loss 
in value. There’s the old “risk/return balance” again.

The “liquidity” of an investment should also 
be considered. Liquidity refers to how easily and 
quickly an investment or asset can be turned back 
into cash – and how certain you can be of its value. 
A savings account is an example of a “highly liquid 

asset” – it can be turned into cash quickly, easily, 
and you know what its value is. 

A five-year term deposit – where you lock your 
savings away for five years at a certain rate of return 
– is not a very liquid asset. Your investment is locked 
up for five years. Your money isn’t easy to get if you 
need it. A house is also not a liquid asset. You can’t 
turn a house into cash quickly. Its value may also be 
quite uncertain. Until you sell it, you may not know 
what it is worth.

The “time management” involved in looking after 
an investment is also something to consider. If you 
invest in a savings account or a term deposit, little 
of your time is needed to watch over the invest-
ment. An investment in stocks, or a business, or in a 
house, for example, may require a good deal of your 
time. You need to decide how much time you have 
available and are willing to spend looking after your 
investments. You may decide to use the services of 
an advisor who can invest the time and expertise to 
manage your investments for you (for a fee). 

Lastly, your “knowledge of the investment” is 
also important. It is never a good idea to invest in 
any investment that you don’t understand. As a rule 
of thumb, understand what you are investing in, and 
don’t invest in something simply because others 
have. Be a knowledgeable investor – or work with 
someone who has the knowledge you need.

Do you have any investments? Has 
anyone made any investments for 
you? If you don’t have investments 
yet, and find you are able to save, 
what kinds of investments would be 
of interest to you? 

How About You?

If you are interested, go online and 
search for information on different 
kinds of investments. The web site of 
the Investor Education Fund can be 
very helpful.

Learn About



These, then, are things to think about when you are 
investing – and deciding among different investment 
options. But what kinds of investments are there 
that you can consider. There are three general types 
of investments:

•	 Cash (and “cash equivalent”)

•	 Fixed income

•	 Equity

Cash, or close-to-cash, or “cash equivalent” invest-
ments are those that are very “liquid,“ are low risk, 
and provide a relativelylow return. Examples of cash, 
or close-to-cash, investments, are those such as 
cash, bank deposits, term deposits, and Guaran-
teed Investment Certificates (GICs). “Money market 
funds” are another example. More on “funds” shortly.

Fixed income investments are those like bonds. 
Bonds are basically a loan that you make to a gov-
ernment or company. For example, you might buy a 
$5,000 10-year corporate bond at 6%. In doing so, 
you are lending the company $5,000 for 10 years. 
In return, you will be paid 6% per year for as long as 
you own the bond. You may choose to hold and own 
the bond for 10 years – or you may choose to sell it.

You can buy and sell bonds in the “bond market” 
the same way that you can buy and sell stocks in the 
“stock market.” The price of a bond will change in 
the bond market over time. For example, if you hold 
a 6% bond, and the interest rate generally offered 
on new bonds is 4%, then your bond becomes 
more valuable. Someone looking to buy a bond will 
be able to get a higher return from your bond than 
a new one. You may choose to sell your bond in the 
bond market for more than the $5,000 that you paid 
– if someone is willing to pay more to get the higher 
interest rate. 

In this way, even though bonds provide “fixed in-
come” – a fixed rate of return – they can be bought 
and sold in the bond marketat different prices. 
Based on what happens to interest rates, its “market 
value” may rise or fall. In the end, though, after 10 
years, whoever owns the bond will be paid back the 
$5,000 by the company that issued the bond and 
borrowed the money.

So “fixed income investments” provide a fixed 
rate of return for a particular period of time. The 
most common types are bonds – corporate and 
government – and “bond funds” – once again, more 
on “funds” in a moment.

Another kind of investment is equity – that is, 
buying a share of ownership in a company. Com-
panies may sell stock to raise money for expansion 
and improvement. Money raised by selling stock is 
raised through “stock brokers.” That is, a company 
will provide shares to one or more brokers who sell 
the stock to clients. The stock brokerage company 
will earn a fee for selling the stock. The company 
receives the money from the stock sale to invest in 
the company.

Pick a stock of a popular company. 
Learn how to follow the stock price 
on the internet. Discuss what kinds of 
things could make the price of your 
chosen stock rise – and what might 
make it fall. Follow the stock for a 
while and, if the stock price changes, 
try and learn why.

Discuss
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If the investments are good and pay off, and the 
company does well, the value of the shares of stock 
should rise. The higher stock price indicates that the 
value of the company is higher.

If you buy stocks on the stock exchange, you are 
not buying new stock. You are buying stock from 
someone else that owned it. That is why it is called 
a “stock exchange” – it is where shares of stocks in 
companies are bought and sold – exchanged. The 
company doesn’t receive the money when you buy 
stocks on the stock exchange. The company get its 
money when the stock was originally sold. 

In the “old days” all stock exchanges had a 
“trading floor” where brokers met to do deals and 
buy and sell stocks for their clients. Today, some 
exchanges do not have trading floors. For example, 
at the Toronto Stock Exchange all trades are done 
electronically.Some exchanges, however, still have 
trading floors.

Equity investments, like stocks, are riskier than 
fixed income investments. Their value is more volatile 
and less predictable. A stock’s value may rise – or fall 
– sometimes by a great deal. The possible return on 
an “equity” investment is higher – but so is the risk of 
loss. You want to know what you are doing if you buy 
and sell stocks – or get some help and advice. 

There are also “equity funds” – in the same way 
we noted that there are “money market funds” and 
“bond funds,” etc. We will discuss such “funds” in 
just a minute.

If you have a chance, visit a stock 
exchange. Take a tour. Learn a little 
about how they work – how trades 
take place – the different fees that 
are paid, and so on.

Most investment companies will have 
information on their web sites about 
“investor profiles” – what they are, 
how they differ, and how to learn 
more about your profile. Check them 
out if you want to learn more.

Learn About

Learn About

So those are the three general types of investments. 
You can also invest in other things such as real 
estate, collectibles (art, cars, etc.), directly in a busi-
ness as an owner/partner, etc.

Having looked at the three general types of in-
vestments, this is a good point at which to talk about 
an investor’s “portfolio.” When a person invests, 
he/she will build up a “portfolio of investments” – a 
term used to refer to the collection of investments a 
person has. When you start investing, you will start 
to build a portfolio of investments. When you do, you 
will need to think about your “investor profile.” If you 
choose to work with an advisor, your advisor will ask 
you questions to learn about your investor profile.

Your investor profile basically looks at the kind of 
investor you are – and what you want to achieve.  
For example, your investor profile would include 
things such as:

•	 What are your goals? What are you hoping to 
achieve from your investments?

•	 What is your target rate of return – that is, what are 
you hoping to earn from your investments?

•	 What is your level of investor knowledge and 
experience with investing?

•	 What is your “risk tolerance?” What level of risk are 
your comfortable with?

•	 How much do you have to invest?

•	 What is your “time horizon” – at what points will you 
need money – and how much will you need?
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These are the kinds of questions that you will be 
asked – or that you should ask yourself – to get an 
idea of your “investorprofile.” Once this is known, 
you can start building your “portfolio” – putting to-
gether a collection of different kinds of investments 
that fit with your needs and goals. 

The mix of investments that is best for you will 
often be different than for others. Why? Because 
your profiles will be different. There is a certain mix 
of investments that may be best for you – but which 
will be different for someone else.

Regardless of your “investor profile” you will 
want to “diversify” your investments. In a nutshell, 
this means not “putting all your eggs in one basket.” 
You will want to have a good mix of different kinds of 
investments. Why? Because that provides you with 
some protection. If some of your investments fall 
in value, others may rise. If some are quite volatile, 
others may be pretty stable. By diversifying your 
portfolio you lower your risk. One of the primary 
rules of investing is to diversify! In real estate, it’s 
location, location, location! In investing, its diversify, 
diversify, diversify!

Before wrapping up this section on investing, there 
are a couple more things to cover. First, we have 
mentioned “funds” on a number of occasions. This 
refers to “mutual funds.” Let’s see what these are.

A mutual fund is when investors pool their money 
in a fund and the fund is then invested, and managed, 
by a professional. You don’t have to get together with 
others to pool your funds. There are “fund compa-
nies” that will do this for you. You will have to decide 
which fund companies, and which funds, to invest in.

Investors will buy “units” of a fund they want to 
invest in. The value of the units can change according 
to how well the investments in the fund perform. If the 
unit value rises, the value of your investment in the 
fund rises. If it falls, then the value of your investment 
falls. You will also pay a fee to the professional, and 
the professional’s company, for managing the fund.

Another thing to think about – probably when you 
have some savings built up and you are looking to 
build an investment portfolio – is the possibility of 
working with an advisor.

It is possible to do your own investing with 
help from banks and online brokerages. However, 
although you will pay a fee to work with an advisor, 
it may be worth it. This is especially true if you don’t 
know a lot about investing. They may be able to 
help you get the return you are looking for – even 
taking into account the fee you pay for the help and 
advice. An advisor can help you set your goals, work 
through your profile and your comfort with risk, help 
you pick investments, diversify, and put together a 
financial plan.

Are there any risks in life that you 
have faced – or face today? Not just 
money – but any kind of risk? If so, 
have you done anything to reduce the 
amount of risk? Is there anything you 
could do?

Think About I t

Whenever you invest, today or in the 
future, you can diversify in terms of 
the type of investments you make 
(stocks, bonds, GICs, etc.). You can 
diversify in terms of the location of 
your investments, for example, in 
Canada, the U.S., Asia, etc. You can 
diversify in terms of the level of risk of 
your investments. And so on. However 
you may choose to do so, make sure 
to diversify your investments.

Take Act ion. 

  Take Control!
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There are many different kinds of funds offered by many different companies. A fund might 
invest only in equities – or only in Canadian equities – or only in U.S. equities. Another fund may 
only invest in bonds – or only in government bonds – or only in corporate bonds. Another fund 
may invest only in precious metals like gold, silver, etc. The list goes on, and on and on. There 
are thousands of different kinds of funds. The funds can have different kinds of fees. Make sure 
when you invest in a mutual fund you know the fees you pay – or may need to pay.

Learn About

A good investment for many young people are Tax Free Savings Accounts – or TFSAs. You can 
deposit up to a maximum amount each year (for example, $5,000) and you can invest the money 
that you put in a TFSA. Any money you make on your TFSA investments is tax free. There is 
quite a bit to know about TFSAs – but they are generally a good investment for young people to 
have. Look into TFSAs, ask about them, and see if they would work for you.

If you look for financial help, make sure the individual is licensed and qualified to give you the 
help and services you need. Also, look to work with someone with whom you are comfortable. 
Look for someone who looks like they want to work with you for the “long haul” and that they 
aren’t just looking for a quick sale. The relationship you build will be a key one. Make a careful 
choice if you decide to get financial help.

$ Tip

$ Tip



187MODULE 13

Look into “investment simulations” 
that exist and see if you can learn 
by participating in a simulation 
activity. Consider setting up an 
“investment club” in your school.

Take Act ion. 

  Take Control!As with all kinds of services, there are those that 
are good and those that aren’t so good. If you are 
looking for financial help (advisor, broker, insurance 
agent, etc.), talk with others who use their services. 
Find out who is happy with the service they are 
getting and set up a meeting to see if the same 
person would work well for you. If you don’t know 
anyone getting financial help, check out respected 
companies that provide financial services and help. 
Meet with one – or a few – people to see if there is 
a good fit and one you would like to work with.

A few final quick tips and reminders on investing: 

•	 Tip number one is to be very cautious about 
investing on the basis of a “tip” from someone. Tips 
are highly unreliableand probably lead to losses 
more often than gains.

•	 Check out every investment carefully and fully 
understand it before investing in it.

•	 Don’t panic if things don’t go well; keep calm 
and avoid irrational decisions. When the market 
fell sharply in2008-2009 it recovered most of its 
losses in the year or twoafter. Those who sold their 
investments when things went bad, lost money. 
Those who held on, and didn’t panic,in many cases, 
got their money back. So avoid panic.Be careful 
about making quick decisions if things startto go a 
little crazy. That is also when an advisor can help.

•	 Keep inflation in mind when making your investment 
decisions. You’ll want to earn a rate of return that is 
at least equal to the rate of inflation.

•	 Invest even small amounts; you will be surprised 
how they can add up over time. 

•	 Diversify your investments. 

•	 Never make investments that you don’t understand.

•	 Keep in mind what J.P. Morgan said: “Sell down to 
your sleeping point,” which basically means, avoid 
investmentsthat cause you too much anxiety; invest 
so you can sleep at night. Find your risk/return 
balance point. 

In summary, investing is something that should be 
considered by everyone, not only those with lots of 
money or great wealth. Investing is not only good for 
the individual investor; it also provides the fuel for 
the growth and development of our whole economy. 
So, be prepared to be an investor at whatever level 
is possible for you – and at whatever age you are. 

As an example, suppose you had saved $100 at 
age 15. Suppose further that you were able to save 
an additional $100 each year. And suppose you 
were able to earn an average return of 5% a year for 
40 years. After 40 years, your $100 a year in sav-
ings, well invested, would be worth almost $13,000. 
Investing can work to your advantage, bring benefits, 
and help you to achieve your goals. Invest when you 
can, and what you can – but do so wisely and make 
investments that are comfortable for you. 
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Say What? Possible New Terms!

1.	 Advisor: a professional who assists clients with 
planning and arranging their financial affairs. 

2.	 Broker (or stock broker): a person trained and 
licensed to buy and sell stocks.

3.	 Stocks or shares: represent part ownership in a 
company. “Shareholders” will receive a share of 
company profits based on the number of shares 
they own – if the company makes a profit and 
profits are distributed.

4.	 Economic growth: an increase in the quantity of 
goods and services produced by an economy.

5.	 Distribution of income: the portion of total 
income produced in an economy received by the 
various members of the population – or groupings 
of the population.

6.	 Liquidity: the ease with which an investment 
or asset can be converted into cash – and the 
certainty of its value.

7.	 Time horizon: the period of time when you 
will need to turn investments into cash to use 
the money.

8.	 Bond: a way in which governments and companies 
can borrow money. A bond can be sold for a period 
of time and bondholders will be paid a set amount 
of interest. On the maturity date, the money will be 
repaid to the bondholder.

9.	 Equity: an asset that has value. The value of the 
asset may change over time.

10.	Bond market: where bonds are bought and sold at 
a market price.

11.	 Stock market: where stocks (shares of 
companies) are bought and sold at a market price.

12.	Fixed income investment: an investment with a 
fixed interest rate that does not change.

13.	 Investor profile: a description of the type of 
investor a person is in terms of goals, comfort with 
risk, knowledge of investing, etc.

14.	Portfolio: a collection of investments held by an 
investor.

15.	 Mutual fund: funds pooled by investors and 
managed/invested on their behalf by a professional 
“fund manager” for a fee. Funds differ in terms of 
the kinds of investments held by the fund.

188 MODULE 13
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Did It Stick? Can You Recall?

1.	 What are the different things people can do with 
their money?

2.	 Why is saving important?

3.	 What are some ways to try and save money?

4.	 What is the purpose of investing?

5.	 Why might you choose to work with an advisor?

6.	 What factors can affect a person’s comfort level 
with risk?

7.	 Why is investing important to the economy?

8.	 What are some key criteria to consider when 
making decisions about money?

Thinkabout... or Discuss:

•	 What kinds of investments are the best ones for 
young people and new investors?

•	 What might young people do to be able to 
save more?

•	 What possible “frauds” and “scams” do young 
people have to be wary of?

•	 What factors can affect how well an economy, such 
as Canada’s, performs when compared with the 
economies of other countries?

•	 Diversify your investments.

•	 Don’t make investments you don’t 
understand.

•	 Understand your target level of return 
will always equal your possible loss for 
an investment.

•	 Consider getting advice and help if you 
need it.

•	 Avoid “tips” and “hot opportunities.” They 
usually don’t work out.

•	 Only get financial help from those who 
are trained and licensed to  
provide the help you need.

•	 Consider “TFSAs” as a way to save and 
invest your money.

•	 Start early. Save what you can. Invest 
when you can. And give your savings a 
chance to grow.

You will find good information, handy 
calculators, etc. at the web sites of:

•	 GetSmarterAboutMoney.ca

•	 The B.C. Securities Commission

•	 Fiscal Agents

•	 Financial Consumer Agency of Canada 
(FCAC)

•	 Canadian Foundation for Economic 
Education (CFEE)

•	 Check out CFEE’s Building Futures 
Network web site for a lot of tips  
on saving

Tips & 
   Suggest ions

Tech Talk
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PROTECTING ASSETS AND 
PLANNING FOR THE FUTURE

Part 6
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PROTECTING ASSETS – AND PLANNING  
FOR FINANCIAL INDEPENDENCE   

$$ Insurance

$$ Planning for Financial Independence

N othing is more frustrating than working very 
hard to achieve something and then losing 
it. The same is true in the world of money. 

It can be very sad (sometimes tragic) if all of a 
sudden things for which we have worked so hard 
are destroyed or taken away. Part of good financial 
planning is to plan for things that may go wrong – 
and to protect the things you care about most. This 
includes the relationships in your life and your fam-
ily members. And it can include the material things 
– a home, cottage, car, boat, etc.

Module 14

What are the things that you care 
about most in your life at this time? 
Has any item you have ever owned, 
and that you really cared about, been 
lost, damaged, or stolen? If so, were 
you able to do anything about it?  

How About You?

That is the role of insurance. Insurance is a way to 
reduce or eliminate risk. What kinds of risk?

•	 The risk that, when you have a family, a life partner, 
children,etc., that you may die or become injured or 
disabled – and not be able to earn an income;

•	 The risk that another member of your family, on whom 
you may rely for support or assistance, may die or 
become unable to provide support;

•	 The risk that something you have worked hard to get 
– a computer, bike, cell phone, home, cottage, car, 
etc. – may become damaged, destroyed, or stolen;

•	 The risk that, while driving a car, you hit and hurt, or 
kill, someone. 

And so on. There is a somewhat crude saying 
about what can happen in life – and it’s true. Bad 
things will happen. We wish they didn’t, but they 
do – and, if they do, you’ll want to be prepared – and 
protected if you can.

Insurance can help. For a fee, you can buy a “pol-
icy” that can help you be prepared for such possibili-
ties. Even at a young age, insurance will be important 
– for those who drive a car, or travel out of the coun-
try, or rent a house or apartment, etc. Bad things can 
happen – car accident, injury or sickness while in 
another country, a fire starts in your apartment – and 
you’ll want to be protected if this happens.  

Let 's Discuss...
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Have you thought about possible 
“risks” in your life? Are there 
risks that you face? If so, are you 
protected? If so, how? If not, could 
you be?  

You are just starting your working 
life. But do you hope to not have to 
work to make a living some day? If 
so, when – when you are 45, 55, 65, 
75, ever? 

How About You?

How About You?

The challenge, in some cases, is to think about 
things that could happen that you don’t really want 
to think about. But it is necessary if you are going to 
be prepared.

In addition to insurance and trying to reduce or 
eliminate risks, another key part of financial planning 
is to look ahead to a goal that most people have – to 
be “financially independent” some day. Sometimes 
this is referred to as “planning for retirement.” 

But what is “retirement?“ Sounds like “getting 
old.“ But, in reality, to be able to retire, most peo-
ple are trying to get to where they no longer have 
to work for a living. It is when they have saved, or 
acquired, enough money that they can live off the 
money they have – or can get from “non-working” 
sources – so they don’t have to work anymore. The 
money they live off may come from government 
or company pensions, savings and investments 
they have made, “assets” – like a home – that they 
have acquired that could be sold, etc. It is a great 
moment in life when a person can be “financially 
independent” and not have to work.

What are some of the common 
risks that young people face? 
What, if anything, can they do to 
reduce those risks?

Discuss

We encourage you to look ahead to your finan-
cial future not so much as “planning to retire” but 
rather planning to build up “non-working” sources of 
income so that you can decide whether you want to 
work or not.

If you want to get to where you can work or not 
work at some target point in your life, early planning 
is crucial. 

Let’s take a quick look at these two important 
areas of managing money – (1) how to protect the 
things in life you care about (or will care about) and 
(2) how to plan ahead for financial independence. 

If you hope to get to a point some day in your life when you can choose to work or not work – 
and stop work if you want to do other things – try and start planning for that as soon as you can. 
Many people leave it too late and struggle to ever get to that point. Pick an age when you would 
like to have that freedom to choose – and see what it will take to get there.  

$ Tip
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Protecting You And Your Assets: Insurance 
Insurance is a way to reduce, eliminate, or share risk. You buy insur-
ance from insurance companies. These are companies that pool the 
money they receive from “policy-holders” (those who buy insurance) 
and then use that money to make payments to those who make “claims” 
when things happen. The payments made to insurance companies by 
policy-holders are called “premiums.“ Insurance companies will also 
put some of that money to work by making investments.

The insurance companies stay in business, and earn a profit, if they 
can take in more money through premiums and their investments than 
they have to pay out in claims. 

The premium that you will pay for an insurance “policy” will depend 
on how much risk you represent for the insurance  
company. Insurance companies have very detailed records, and use 
“probability tables,” to help them decide how much risk they would take 
on by providing possible clients with insurance “coverage.”

For example, and as you may know, past statistics show that young 
males tend to get more speeding tickets – and get in more car acci-
dents – than young females. Because of this, young male drivers repre-
sent a higher risk. Therefore, if you are a young male, you are probably 
going to find that your monthly premium payments for car insurance are 
going to be higher than if you are a young female.

That’s how insurance works. The higher the risk, the more you will 
have to pay to get insurance coverage. That may not seem fair if you are 
a young male and a good and careful driver. Unfortunately, the “odds” 
work against you. Because the odds show that young males are more 
likely to have a car accident, young males usually pay more than young 
females for insurance.

Do you know young males and females who are driving cars 
and are insured? Have you heard whether rates are different 
for males and females? If you drive, or when you do drive, be 
honest – what level of risk would you give to you?  

How About You?

1 2 3 4 5

VERY LOW RISK VERY HIGH RISK

Insurance can be 
very costly for 
young drivers. Avoid 
speeding tickets. 
Avoid accidents – 
obviously! See if you 
qualify as an “added 
driver” to a policy 
of a family member 
rather than being 
the “primary” driver 
of a car. Be careful 
lending a car to 
others who may get 
into an accident.

$ Tip

If you can, and can 
afford it, look into a 
“driver education” 
program. Not only 
may it help make 
you a better driver, it 
may help lower your 
insurance costs.

$ Tip
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It is also the case that some people may be, or may become, such 
a high risk that companies won’t insure them at all – or the costs of 
getting insurance are so high that the person may not be able to afford 
the insurance.

In the same way that you want to keep a good credit rating, you also 
want to try and keep your “risk factor” as low as possible. What does 
that mean?

If you drive a car, the better driver you are, the longer you have 
been driving, the fewer tickets you have, the fewer accidents you have, 
etc. the lower risk you are – or the lower risk you will become and the 
cheaper your car insurance. You may not get a break at the beginning 
(although insurance is often reduced if you can prove you have had 
“driver training”) but, over time, as you drive more, and time passes, your 
driving, speeding, and accident record will affect your insurance rates.

The same is true for life and health insurance. The healthier you are, 
the younger you are, if you don’t smoke, if you don’t take drugs, the safer 
your job, the better the health of your parents and others in your family, 
etc. the lower will be your “health risk“ – and risk of dying. Therefore, you 
will likely be able to get insurance on your life and health at a lower cost.

To pay as little 
as you can for 
insurance, you 
want to keep your 
“risk factor” as 
low as possible. 
That means 
that insurance 
companies will not 
see you as a high 
risk in terms of the 
likelihood of you 
making a claim – or 
lots of claims. Think 
about factors that 
may affect your 
“risk factor” and 
how much you might 
have to pay for 
insurance.

$ Tip

Types Of Insurance 

There are basically two types of insurance – (1) general insurance and 
(2) life and health insurance. General insurance refers to insurance 
policies that cover property and physical assets – house, boat, car, 
jewellery, etc. Life and health insurance policies, not surprisingly, cover 
your life and your health. 

The cost of a general insurance policy (how much your premium is 
monthly, semi-annually, or annually) will depend on a number of things 
including: 

•	 the value of the asset you are protecting (e.g. a 
house at $350,000 or a car at $35,000) – the more 
valuable the asset, the more costly the insurance. 

•	 the risk of something happening to the asset or 
how frequently it is used (e.g. do you drive your car 
30,000 kms. a year or do you drive your car 10,000 
kms. a year?) The more it is used, the more likely 
an accident will happen– and the higher will be the 
cost of insurance.  

•	 your personal record with respect to your assets, 
their loss, and previous insurance claim you 
may have made (e.g. you may have claimed for 
lost jewellery and also claimed twice for house 

insurance – a break-in and theft and a flooded 
basement). The more you claim the more things 
seem to happen to you – the higher the risk – and 
the higher the cost of insurance. 

•	 the type or style of the asset being insured (for 
example, insurance for a sports car will probably 
cost more than insurance for a conservative sedan 
because past history has shown that sports cars are 
involved in more accidents). 

•	 the area you live in (for example, insuring a house 
and its contents in a high crime rate area may cost 
more than in a house in a low crime rate area). 
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Have you done anything to date that 
might affect your “risk factor” – either 
positively or negatively? Are there 
others in your life who may have an 
influence on your “risk factor” – either 
today or in the future? 

Think About I t

Life and health insurance is what you will acquire to 
(a) provide for others in the event you should die (life 
insurance) and (b) provide for yourself and others in 
the event you become sick or disabled and you are 
unable to earn an income (disability insurance). 

With respect to life insurance, there are two 
general types – “term” insurance and “permanent” 
insurance. Term insurance is cheaper. It provides 
protection for those things for which the financial 
need for protection is more temporary. For example, 
suppose some day you have children. Suppose you 
want to be sure that, should you die, their post-sec-
ondary education costs would be covered. That 
would be a temporary need for insurance. Why? 
Once the children are beyond post-secondary 
school age, the insurance protection would no 
longer be needed. Therefore, you may arrange for 
term life insurance that would end when the chil-
dren reached that age. The life insurance would be 
temporary and would only be paid if you died before 
the policy ended. If the children complete their 
education, and the policy ends, and you didn’t die – 
first, celebrate! But you don’t get anything from the 
policy. You were buying protection in case anything 
happened to you. If nothing did, the insurance com-
pany keeps the money. Their risk was that you might 
die. If you did – they pay. If you didn’t – they don’t. 
The payments you made would have been tempo-
rary. And the cost of term insurance is often relative-
ly low compared with other kinds of insurance. 

Permanent insurance (such as “whole life” poli-
cies) are different. They are just that – permanent. 
They last for life. Whereas term insurance might be 
paid (for example, if you die), permanent insurance 
will be paid when you die. 

Permanent insurance is for permanent protec-
tion. For example, suppose you want to ensure that 
estate taxes are covered when you die. (The govern-
ment receives taxes levied on the estate of a person 
when he or she dies). Or maybe you want to leave 
money for a life partner, children, etc. after you die. 
That means you want insurance to provide money 
when you die – not if you die. You want permanent 
protection. That is when you would consider perma-
nent insurance, which is more expensive than term 
insurance. Why? 

With permanent insurance, the company knows 
they eventually will pay. They pay when you die. That 
is why it costs more than a policy where they might 
not pay – in fact, the odds may be pretty good that 
they won’t pay. 

So remember, insure things that are important to 
you – and insure them with the right kind of insur-
ance. But don’t take on more insurance than you 
need. Most people will work with an insurance agent 
to help provide advice on how much insurance 
to buy. But insurance, and deciding on the right 
amount, and the right kind, can be complicated. 
Do your homework.Read about insurance before 
making insurance decisions. And work with an agent 
who is able to explain things in a way you can under-
stand. Try to make sure you have enough insurance 
– but not too much and more than you need. 

Do you know if there is any insurance 
protection in place that could help 
you in a certain situation – if that 
situation ever arose? 

How About You?
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At a young age, you will most likely have your first 
dealings with insurance when you drive a car, or 
when you travel (and need out-of-country) life and 
health insurance, or possibly “renter’s insurance” 
if you move out and rent a house, condo, or apart-
ment. You will probably need advice – and maybe 
help – from family members to make insurance 
decisions and cover the costs.

Now, let’s turn our attention to the goal of finan-
cial independence. 

If you move out and rent a place – or if you have already – look into “renter’s insurance.“ 
You might want some to protect you in case anything happens to the place you are renting 
– and it’s your fault. 

Don’t put off thinking about life insurance too long. No one wants to think about dying – 
but life insurance policies can be a lot cheaper if they are started at a young age. As soon 
as you start thinking about forming a household with someone, or having a family, start to 
think about – and look into – health and life insurance. 

$ Tip

Pablo Casals, the famous Spanish cellist, once said 
that: “To retire is to begin to die.” Casals obviously 
saw retirement as an unwanted change in life. To 
him, it meant shifting your focus from preparing to 
live to preparing to die. That would not inspire many 
people to think about retirement. 

However, here is a suggestion. Don’t think about 
“retiring.” Think about getting to where you are 
“financially independent" – and don’t have to work 
for an income. 

Perhaps society made a mistake in creating the 
concept of “retirement” in the first place. In early 
civilizations, many privileges came with age. There 
was no fixed date after which you suddenly became 
“retired.” Elders were highly respected – and often 
seen as having the most to offer based on their 
wisdom and experience.

Setting A Target For Financial Independence

Things have changed over time. The world 
changes so fast these days that older people are 
often seen more today as “out of touch” or “not up 
on things” or “behind the times.” That is probably an 
unfortunate change since there is still a great deal 
that can be gained from the wisdom and experience 
of those who are “older” in our society.

Regardless of whether it was a good or bad 
thing, the concept of “retiring” came into being 
rather recently in our society. For a long time, the 
common target date to retire was age 65. At that 
age, it was assumed most people would stop work-
ing for an income. In some cases, they even had to 
stop working because retirement was “compulsory” 
at age 65.

This is becoming less common today. Why? 
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How have things changed in terms of how seniors are regarded – and the role they play in our 
society? What has changed that is good? What has changed that isn’t so good? How could 
things be better? 

Discuss

At your age “retirement“ is way off in the distant 
future. You probably feel that life, over the next few 
years, holds out enough challenges that deserve 
your attention without thinking about retirement. 

But your attitude and interest might be different 
if, instead of “retirement” you set a goal for your 
“financial independence.“Would you be interested 
in thinking about a “financial independence point” – 
and getting to where you could decide whether to 
work or not? That may be a more interesting goal, at 
this point in your life, than retirement – something to 
think about for your future.

And there is another thing to think about in terms 
of your future – and that is how long you may live.

Statistics show that if you are like most people 
today, you may live 20% to 30% or more of your life 
after you stop working. That’s a lot of your lifetime. 
It could be 30 years – or more. With the advances 
that are taking place in health care and medicine,-
maybe the portion of your life spent in years after 
work will be even higher. That makes it even more 
important to plan ahead – and start to plan early.  
If you can set a goal of financial independence, and 
reach it – then you can be much better prepared 

Do you know people who are 
working well past age 65? Do you 
see people over age 65 working at 
jobs in your community? If so, do 
you think it is because they need to 
work, or does the employer need 
or want their services?

How About You?

for those later years. In looking into your future, and 
thinking about financial independence, a question 
comes up. How much money will you need to earn 
from “non-work sources” of income to be “financially 
independent” – and be able to choose to work or 
not work?

To live the kind of life you want to live – without 
working from an income – will you need to have an 
annual income of $25,000 – $40,000 – $60,000 
– $80,000 or more? What lifestyle are you aiming 
for? This will determine how much you will need to 
have in savings, investments, pensions, etc. to hit 
your financial independence goal if you would be 
content living on an annual income of $25,000 a 
year, you won’t need to build up as much if you hope 
to be able to get $75,000 a year. 

•	 Many people are not prepared financially to retire at 
age 65;

•	 More and more people are not getting a pension 
from their employer to help them in retirement;

•	 More people are in good health and don’t want to 
retire; and

•	 In some cases, we don’t have enough skilled, 
trained, or experienced workers in an area of 
work and we need people – so they are being 
encouraged not to retire. 
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Planning for Financial Independence: 

When setting a goal to attain financial independence, you might want some help.  
It isn’t easy to reach financial independence – and it isn’t easy figuring out how 
much income you will need.

There are a number of factors to consider, such as: how much money you’ll 
need each year to be “financially independent;” possible income from pension 
plans (including the CPP); possible income from selling assets you acquire (e.g. 
a home); inheritance (difficult to plan for this); the rate of inflation; the savings 
needed each year to reach your goal; etc. Asking for advice can help you set – 
and reach – a goal.

For the next 15-20 years you will probably be focused on saving for things 
such as education, a home, a family, etc. However, try to set your sights on a time 
to start planning for financial independence. Don’t leave it too late.

Let’s say you set a target of age 40 to focus on financial independence – and 
you want to achieve that goal by age 60. That gives you 20 years. By age 40 you 
will have likely acquired some assets, equity, savings, investments, RRSPs, etc. 
You can see where you are, where you want to get to, and find out how much 
more you will need to save. Some possible outcomes from your savings and 
investments at that time would be: 

$5,000   a year at 4% for 20 years  = $160,000
$8,000   a year at 4% for 20 years  = $255,000
$10,000 a year at 4% for 20 years  = $319,000

Now, what if, over 20 years, you were able to get a higher rate of return –  
say 6% rather than 4%:

$5,000    a year at 6% for 20 years  = $200,000
$8,000    a year at 6% for 20 years  = $320,000
$10,000  a year at 6% for 20 years  = $400,000

Now, what if you started earlier at age 35, and targeted age of 60.  
That would give you 25 years:

$5,000    a year at 4% for 25 years  = $220,000
$8,000    a year at 4% for 25 years  = $355,000
$10,000  a year at 4% for 25 years  = $443,000

As you can see, starting earlier or getting a higher rate of return, will help you 
build up more savings. Set your sights on a time when you will focus on financial 
independence. You’ll be busy with other challenges in life for the coming years. 
But, if you want to be financially independent and secure, don’t leave it too long 
to start your planning.
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Without thinking about inflation, 
what level of income do you think 
you would need to make from non-
work sources to be able to choose 
not to work?

Do you think you will be better off, 
in the future, than your parents or 
guardians? Or worse off? Or about 
the same? What factors might 
affect whether you are better off – 
or worse off – than your parents or 
guardians at their age?

How About You?

How About You?

Let’s look at some of the more common “non-
working” sources of income that may allow you to 
reach financial independence. 

Savings And Investments
Over the course of your life, you will hopefully set 
aside, and put to work, savings and investments. 
Hopefully, these will build up over time so that, in the 
future, they can help to provide an income for you.

As an example, suppose that from age 25 you 
saved and invested $1,000 a year and that you were 
able to earn an average of 4% interest or return 
a year. At age 60, those savings would be worth 
almost $80,000. As another example, if from age 
30 to 65, you saved $2,500 a year, that would end 
up as almost $200,000! Starting to save and invest 
early will be very important to you later in life.

How might things be different for your 
generation when you start  
to reach your 60’s than they are for 
people in their 60’s today?

Think About I t

Pensions 

How does a pension plan work?
Payments from employees and the employer are 

pooled together. The pooled funds are invested 
and hopefully grow in value as a result. These are 
“pension funds” that are then invested and managed 
by professionals and professional companies. This 
creates a pool of money that employees will draw 
from as they retire and leave work with the company. 

As we have noted, fewer companies are offering 
pensions today – but many still do. For those that 
do, you will likely make payments into the pension 
plan and the employer will likely also contribute 
a certain amount. The longer you work with the 
company, and the more payments you make into 
the plan, the higher will be the benefits that you can 
receive when you leave. If you work with a company 
that provides a pension plan, make sure that you 
become familiar with the pension program. Know 
your benefits, how they can change, and how you 
can maximize your benefits from the plan.

If you do get a company pension, it will most 
likely be a “defined contribution” pension rather than 
a “defined benefit” pension. What does that mean? 

In the past, companies would often offer a “de-
fined benefit” pension plan. That means, you were 
told the amount you would receive each year as pen-
sion when you retired. That is now seldom the case.

Today, if the company provides a pension, it 
will likely be a “defined contribution” pension. That 
means the company will contribute a certain amount 
each year to your pension. The money contributed 
will then have to be invested and managed. How well 
it is invested and managed will determine how much 
pension money you will receive when you retire.

Why does that matter? A defined contribution 
pension plan means it will be less certain how much 
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pension money you will have when you leave work. It 
also means when economic times are difficult – as 
in the years 2008 and those that followed – the val-
ue of pension investments can take a real hit. If they 
lose value, people may not be able to retire when 
they had hoped – or may have to live on less in 
retirement than they planned. It makes future income 
from pensions more uncertain. And how the pension 
money is managed becomes very important.

In the end, a defined contribution pension plan, 
rather than a defined benefit pension plan, makes 
planning for the future – and reaching a goal of 
financial independence – more challenging. On the 
other hand, many people may not receive a company 
pension at all.

Canada Pension Plan / Quebec Pension Plan 

Throughout your working life, you will see deduc-
tions on your paycheque referred to as CPP (or 
QPP in Quebec), which is your Canada Pension 
Plan (or Quebec Pension Plan) contribution. By 
contributing to this, you are eligible to receive a 
pension from the government when you reach age 
65. (At the time this book was written, the maximum 
benefit payable at age 65 was around $13,000 
– $14,000 a year.) The CPP was never set up to 
provide a full pension for all Canadians that they 
could live off. It was set up to help Canadians in 
their retirement years and provide some financial 
assistance. The benefits paid can change over time 
and are usually increased to keep pace with the rate 
of inflation. 

Other Government Benefits 
Old Age Security (OAS) is also available to those 
who are eligible at age 65. OAS benefits are subject 
to a “claw back,“ which means all or part of the 
money provided may be taken back depending on 
your income. 

The Guaranteed Annual Income Supplement 
is also payable to pensioners who have little or no 
income other than the OAS. 

Registered Retirement 
Savings Plans (RRSPs)
These are plans you can invest in to help save for 
your later “non-working” or retirement years. Money 
contributed to RRSPs is tax-deductible – up to 
certain amounts based on your income, other 
pension plans you have, etc. Money made from 
investments in an RRSP is not taxable if the money 
stays in the RRSP.

Money from RRSPs is taxed when the funds 
are taken out of the plan. The idea is that, for most 
people, contributions to an RRSP will be made in 
the years when their tax rate is highest. Then funds 
will be taken out of the RRSP in later years when 
their tax rate is lower. You can take money out of an 
RRSP at any time. But those funds taken out of the 
plan will be taxable as income.  

The Sale Of Assets 

Assets that you get over the course of your life may 
be (a) assets you will always hold on to and never 
sell (e.g. jewellery) or (b) assets that you may sell 
and turn into cash to help you earn an income from 
that money (e.g. a home, a cottage, a trailer, a boat, 
etc.) You may also make changes such as selling a 
large car and buying a smaller car or selling a larger 
home and buying a smaller home – or moving into 
rental housing. 

Selling assets and “scaling down” in size can pro-
vide money to save and invest and generate income. 

Do you work at a job? If so, what 
amounts are “deducted” from your 
paycheque? Is there a deduction showing 
for “CPP?” Other deductions from 
paycheques can include: income tax; 
deductions for “employment insurance;” 
a company savings plan – if there is 
one; company pension plan – if there 
is one; dues payments to a union if the 
company’s workers are “unionized;” etc.

How About You?
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There are many excellent publications and online resources available that provide detailed 
information about RRSPs. Check out the web site of the Investor Education Fund. When you 
put money into an RRSP, try to leave it there. You can borrow money from your own RRSP 
to help with your education or buying a first home. But the money will need to be paid back 
within a certain period of time or you will have to pay taxes on it. 

$ Tip

Inheritances 
For many people, at some point in their lives they 
may inherit some money or some assets from 
others. It’s not always something you want to think 
about or plan for – but it is something many people 
will receive. 

Interestingly, though, people are living longer and 
longer these days – many into to their late 80’s and 
90’s and beyond. Some people may receive inheri-
tances – but won’t receive them until they have ac-
tually stopped working themselves. That may mean 
that the inheritance may not be received by the 
“beneficiary,” (person who received an inheritance 
according to a will) until he/she is 65 or older.

In addition, more and more people have to draw 
upon their money in their later years of life to help get 
the care they need. This can often use up much, if 
not all, of the money that might have otherwise been 
passed on to others as inheritance. The cost of car-
ing for elders – especially if they need constant care, 
sometimes for many years – can be very expensive. 

Therefore, as much as some money or assets 
might be inherited some day, this is a difficult source 
of income to include in future planning. In addition, 
as times and needs change, as people live longer, 
as the cost of “elder care” rises, people may actually 

have to start planning for how they will care for 
aging parents more than receiving an inheritance. 
That is unfortunate,but, as people live longer and 
longer – and often in ill-health – it becomes more of 
a possibility.

These, then, are possible “non-work” sources of 
income that you may be able to get or plan for.

Although the present has lots of challenges 
and takes a lot of your attention, try and give some 
thought to your later years. You (hopefully) may live a 
long time. A great many of those years will be in the 
latter period of your life. You may not want to work. 
You may not be able to work. If you start planning 
and preparing in your 20’s, you may be very glad you 
did when you reach your 60’s, 70’s, 80’s, 90’s, or.....

Set a goal for financial independence so that you 
can take care of you – and your loved ones – wheth-
er you work or not. It will be an important goal to 
reach in life. 

Do you think an inheritance of any 
kind may affect you in the future?

Many families have been affected 
these days by elders who are 
struggling in their later years with 
illnesses, diseases, dementia, 
Alzheimer’s disease, and so on. Has 
your family been affected in this way 
at all? If so, was your family prepared 
for the situation?

How About You?

How About You?
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Module Summary

Say What? Possible New Terms!

1.	 Insurance: protection you can buy for the risks we 
may face with things we own, our health, and our life.

2.	 Financial independence: having access to 
enough income to enjoy life without having to work 
if you do not wish to do so. You are not reliant on 
others for the money you need to live.

3.	 Premiums: the monthly amount you will pay for an 
insurance policy and insurance protection.

4.	 General insurance: provides protection against the 
loss, damage, destruction, or theft of property.

5.	 Life and health insurance: provides financial pro-
tection for the possible loss of income due to illness, 
disease, disability, or loss of life.

6.	 Term life insurance: temporary protection, to a 
certain age, to provide funds to others (your “ben-
eficiaries”) if you should die – to help others with 
expenses they face – or will face. Term life insurance 
is paid if you die.

7.	 Permanent life insurance: permanent protection 
that will provide funds to others (your “beneficiaries”) 
when you die.

8.	 Beneficiary: the person who will receive funds paid 
by a life insurance policy if, or when, the policy-hold-
er should die.

9.	 Defined benefit pension plan: a pension plan 
where the provider (company, government, etc.) 
commits to providing a certain amount of income 
each year when the employee retires.

10.	Defined contribution pension plan: a pension 
plan where the provider commits to contributing a 
certain amount each year to the plan. There is no 
commitment to an annual payment in retirement.

11.	 Old Age Security (OAS): a government benefit 
provided to seniors.

12.	Guaranteed Annual Income Supplement: a gov-
ernment benefit provided to seniors who are in need.

13.	 Registered Retirement Savings Plan (RRSP): 
a means of saving for retirement. Money deposited 
each year is tax deductible up to a certain maximum. 
Money is taxed when it is taken out of an RRSP.

Did It Stick? Can you recall …?

1.	 For what kinds of risk might you want to 
have insurance?

2.	 How does “insurance” work to provide protection 
against risk?

3.	 What kinds of factors can affect the cost you will 
have to pay for insurance?

4.	 What are the different  “types” of insurance and 
what do they cover?

5.	 What is the difference between “term” life insurance 
and “permanent” life insurance?

6.	 What possible “non-work” sources of income 
are there?

7.	 What is the difference between a “defined 
benefit” pension plan and a “defined contribution” 
pension plan?

•	 What are some of the challenges that today’s youth 
may face in their more senior and retirement years?

•	 What can young people do to try and lower the 
costs of insurance they pay?

•	 What kinds of insurance should young people think 
about and look into?

•	 Compare what different amounts of annual savings, 
at different rates of interest, would you have if saved 
from age 25 to 60. (e.g. $2,000 a year at 3%; 
$3,000 a year at 4%; and so on.)

•	 How well prepared are adult Canadians today for 
their retirement? What challenges are they facing? 
How can today’s youth be better prepared?

Thinkabout … or discuss:
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•	 Check out information on insurance and pensions on the 
Investor Education Fund’s web site.

•	 Check out the excellent financial calculators on the  
“Fiscal Agents” web site.

•	 Check out the web sites of “The Insurance Bureau of Canada” 
and “The Canadian Life and Health Insurance Association.”

Tech Talk

•	 As soon as you face risk of any kind in your life, see if insurance 
can help reduce or eliminate the risk.

•	 Protect your “risk factor” so that you are not seen as a high risk 
and you can pay less for insurance.

•	 Be careful about being “over-insured” and having more 
insurance then you need – and paying more than you have to.

•	 As much as it might be a challenge – plan for your future as well 
as today. The future will be “today” some day.

•	 Plan for “financial independence” more so than retirement.  
Try and set a goal – what it will take to reach it – and work to 
get there.

•	 Seek advice, when you need it, on planning for retirement. It’s 
not easy to set the right financial targets – and to figure out how 
to get there. Be careful of those offering advice that you will 
need to save more than you really have to in order to reach your 
retirement goal.

Tips & 
   Suggest ions
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CONCLUSION
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W e hope we have helped you to be in a better 
position to “take action and take control” of 
your money and your financial affairs. 

It is certainly more challenging today than it was 
in the past to manage money and make good “mon-
ey decisions” – and it may get more challenging in 
the future. It helps to have a basic understanding of 
key areas such as spending, saving, investing, 
and insurance. We hope we have helped in that 
regard. Beyond that, it is up to you – to build your 
knowledge and skills, ask questions, and seek help 
and advice if you need it. Before we wrap things up, 
let’s summarize a number of key points and leave 
you with a set of guidelines that can help you get, 
and keep, control of your financial affairs. 

Did you find this resource to be help-
ful? Are there ways we could improve 
it? If so, get in touch with CFEE (see 
the contact information at the end) 
and let us know.

How About You?

THAT’S ALL FOLKS!
Module 15

DIDN’T HELP
AT ALL

HELPED
A LOT

1 2 3 4 5
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Do you talk much about money? 
In your home? If so, does it help? 
If not, would it help? Can you get 
the conversation started?

How About You?

First, let’s summarize some general tips.

Some General Tips 
•	 Take care of the things you own. It will save the cost 

of repairs and replacement. 

•	 If you are still living at home, consider having “the 
talk” with your parents or guardians. That is, if you 
haven’t already, open up the discussion of money. 
They may be able to help you. You may be able to 
help them. See if you can become more involved 
in household money decisions. Many families don’t 
talk a lot about money – but you can probably learn 
a lot from family members. 

•	 Avoid impulse buying. Before you buy anything, 
pause and think! Why are you buying it? Do you 
really need it? What’s your opportunity cost? 
What’s the benefit? Is it worth the expense 
compared with your other options and what you will 
trade off? 

•	 If you have a credit card, take care to prevent 
someone from retrieving any record of it and forging 
something in your name (it is also important to take 
great care so that you do not lose your cards). 

•	 Always make sure that the total on a credit card slip 
is filled in before signing it. 

•	 Don’t overlook your collection hobbies as a 
possible investment (look at what some of the old 
Superman comics are worth today). 

•	 Keep all warranties and guarantees. You may well 
need them at some point.

•	 Don’t be influenced by packaging. It is the product 
that you use. 

•	 Buy things off-season, such as buying skis in 
spring. 

•	 Read instructions on clothing etc. carefully so that 
you don’t ruin them accidentally by how they are 
washed, dry-cleaned, etc. 

•	 Know your rights in the marketplace. Complain if 
you have a legitimate beef and let the vendor have a 
chance to fix the problem and maintain your future 
business. 

•	 Resist peer pressure if it is pushing you where you 
don’t want to go. It may take some courage, but 
others will usually respect you for it – and for being 
your own person. 

•	 Shop with a list as often as you can. Know what you 
want to buy before you go out to buy it. 

•	 Recognize that there is a high price to pay for trying 
to keep up with styles and fads. 

•	 Beware of “freebies;” there is no such thing as a 
“free lunch” (somebody somewhere always pays; 
the question is who is paying and why?)

•	 Comparison shop. You owe it to yourself to know 
you are getting the best deal you can. And it is easy 
to do on the internet.

•	 Budget for the unexpected. Something unforeseen 
always seems to come up! 

•	 Pay your bills – and pay them on time. You want to 
build a credit record that helps you – not one that 
hurts you.

•	 Protect your “PIN” and passwords. They open the 
doors to your money and credit cards. Guard them 
very carefully.
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A Few Other Things to Keep in Mind
Watch out for frauds and scams. As much as there are people 
in this world who can help you – friends, family, advisors – there 
are others who may try and take advantage of you.

Never provide personal or banking information in response 
to an e-mail. Banks, credit card companies, etc. will never 
ask you to do this. In these times, it is possible to practically 
duplicate a web site to look like that of a bank or other financial 
institution.The site may look real but, if they are asking you to 
update your account information online, etc. don’t! It won’t be a 
legitimate request – even if it looks to be.

If you are contacted about a financial matter that you think 
might be real, don’t respond by e-mail. Call and make sure  
it is real.

Keep or destroy any old credit cards, credit card records, 
bank receipts, etc. Some people will go through trash to find 
such records. They might be able to forge your signature too if 
they find a credit card receipt you signed. A “shredder” is quite 
inexpensive these days. If you aren’t going to keep, file, and 
store your financial records, try and shred them before throwing 
them out.

You can now get your bank statements, etc. online. This 
is a good thing to do. You automatically have them on file and 
can retrieve and review them when you like. You also won’t have 
paper records to store, worry about, or throw away – and that is 
good for the environment too.

Keep close control of key financial and personal infor-
mation. This is very important. This includes bank records, 
cancelled cheques, credit card statements and receipts, etc. 
One reason to do this, among many, is to guard against “identity 
theft.” It is possible for someone to try and “steal your identity” if 
they can get enough personal information.

If they do, they can present themselves as you, get credit 
cards, take out loans, etc. in your name. And you may never hear 
about it until it is too late. You may find there are large balances 
on a credit card you never asked for, never received, and yet is 
in your name. The same may be true of a loan you never took 
out. Keep close control over all your personal information and 
financial records. It is very important.

As we come to the end, let’s share some final suggestions on 
how to stay in control of your money and financial affairs.

Have you or members 
in your family had 
experience with internet 
scams – attempts to get 
you to send personal 
information, PIN 
numbers, bank account 
numbers, etc.?

How About You?

Look further into 
“identity theft” and 
how it is possible 
for someone to steal 
another person’s 
identity. Make sure that 
doesn’t happen to you.

Learn About
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1.	 Pay yourself first. Save when you can. Start early 
to benefit from compound interest. Make saving a 
“habit.”

2.	 Plan ahead. The future will be the present some 
day. You will want to enjoy that too. For some things 
you may want in the future, you will have to begin 
planning today. Plan for all phases of your life. And 
be prepared for the unexpected expenses that may 
come up.

3.	 Pause and think – even for a minute – before mak-
ing a significant purchase. Do you need it? Why are 
you buyingit? What are the trade-offs – today and in 
the future? Have you taken time to compare prices 
and options?

4.	 Ask until you are comfortable. Information is the 
key to making a good decision. Learn enough to 
know the kinds of questions you should ask – and 
then ask them. If you don’t get the answers that you 
need, or can understand, be cautious about moving 
head.

5.	 Know your credit limit. And live within it. Work out 
how much debt you can afford to carry. Borrow what 
you can afford and, if you get to your limit, shut down 
any further borrowing.

6.	 Resist temptation. It may be hard. There are so 
many efforts to make you “buy this,” and “buy that.” 
Buy what you need and want – not what others want 
you to buy. Keep in control.

7.	 Return = Risk. Consider the possible risk as well 
as the potential return on any investment. The more 
you hope to gain, the more you risk losing. Find a 
balance between the two that is right for you. And 
remember, if something sounds too good to be true, 
it possibly is.

8.	 Read the fine print. The things people want you 
to see will usually be big, bold, and obvious. It’s the 
things they might not want you to see that will be 
in the “fine print.” Take time to read the fine print 
before signing.  

Personal Money Guide: Keeping Control of Your Money 

9.	 Avoid fees and penalties. Many people pay fees, 
interest, penalties, etc. that can easily be avoided. 
Make sure you have bank accounts, credit cards, 
cell phone plans, etc. that are right for you. Pay bills, 
taxes, etc. on time. Late charges can really add up – 
and late payments affect your credit rating. 

10.	Seek advice when needed. You can likely han-
dlesome aspects of managing your money. Some 
things can be complicated. If you can handle those 
too, go right ahead. But, if you are uncomfortable or 
unsure,consider getting some advice. You may pay a 
fee – but it could be worth it. Make sure the person 
you work with is trained and registered to provide the 
services you need. Ask about fees.

11.	 Know where your money is going. Nothing is 
more important to help you stay in control of your 
money. Is it going where you want it to go? Are you 
saving enough? Are you spending too much in some 
areas? Do you want to put some money toward help-
ing others?Tracking your spending is very important. 
A budget can be very helpful. It can help you get 
control of your money – and keep control. And keep 
good records, as well as receipts, warranties, etc.

12.	Money can’t buy happiness! But it can help – and 
it can cause unhappiness and stress. Try to keep-
control of your money. Keep in mind that many things 
in life that matter most have little to do with money 
– family, friends, relationships, experiences, adven-
tures, and so on. Don't let money problems get in the 
way of your happiness.
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Having a basic understanding of money matters, 
managing your money and keeping control can help 
you do that. And the key is to try to prevent prob-
lems from ever occurring. 

Life is short – though we hope not too short. But 
it is ours to enjoy as best we can. Work to avoid 
financial worries and problems. Build your financial 
future on a strong foundation – and keep it there. 
Control your money as best you can. Don’t let it 
control you. 

We hope Money and Youth has helped to pre-
pare you to do just that – get control and keep con-
trol. And we hope that, as a result, money can help 
contribute to the happiness you will have in your life.  

Control your money as 

best you can.

Don't let it control you.
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Glossary Of Terms

Advisor: a professional who assists clients with 
planning and arranging their financial affairs.

Amortization: the period of time over which you 
agree to pay back a loan – such as a mortgage – 
via a series of regular payments.

Appraisal: the estimate made of the value of a 
property.

Asset: is something you own that has value.

Bank of Canada: Canada’s central bank that 
holds the responsibility, among other things, of 
influencing the money supply, interest rates, and 
spending to keep prices relatively stable and pro-
tect the purchasing power of Canada’s money.

Bartering: when one item is exchanged directly 
for another without using money.

Benefactor: a person who receives money or 
assets as indicated by a will from someone who 
has died.

Beneficiary: the person who will receive funds 
paid by a life insurance policy if, or when, the poli-
cy holder should die.

Bond: a way in which governments and compa-
nies can borrow money. A bond can be sold for 
a period of time and bondholders will be paid a 
set amount of interest. On the maturity date, the 
money will be repaid to the bondholder.

Bond market: where bonds are bought and sold 
at a market price.

Broker (or stock broker): a person trained and 
licensed to buy and sell stocks.

Budgeting: listing monthly income and expenses 
to keep track of where your money is going and to 
make sure your money is being used wisely.

Canada Education Savings Grant: grant pro-
gram of the federal government to provide money 
to help people save for post-secondary education 
and training.

Canada Learning Bond: a federal government 
program to provide assistance to lower income 
Canadians to help them save for post-secondary 
education and training.

Capacity: your ability to make payments on a loan 
– usually determined by your income.

Capital: the assets you own – things of value – 
things that could be sold or cashed in, if needed, 
to help pay back a loan.

Capital gain: is earned when an asset is bought 
at one price and sold at a higher price.

Career path: various career stages over the 
course of one’s life. Many people will have multiple 
jobs over time building up to a career path.

Career plan: the steps and strategies taken to ex-
plore career options, set career goals, and obtain 
the required education, training and experience to 
achieve career goals.

Carrying cost of a debt: the interest charges 
that you pay on debts that you carry on a credit 
card over time. That is, credit card debts that 
you don’t pay off right away and result in interest 
charges.

Caveat emptor: “buyer beware,” which means 
that, in the end, a consumer is largely responsible 
for each decision that is made.

Character: things about you that indicate your 
degree of stability, responsibility, and reliability.

Co-signer: a person who signs a loan agreement 
who is willing to pay back the loan, or what is ow-
ing on a loan, if the borrower can’t repay.
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Collateral: something of value that you put up in 
support of a loan and that could be sold, cashed 
in, or given to the lender if a loan can’t be repaid.

Compound interest: when savings earn interest, 
and the interest is added to the savings, this en-
ables the savings to grow and earn more interest. 
Over the years more and more interest is added 
and this helps to build up the value of savings.

Consolidation loan: one loan taken out to 
pay off a number of debts to make one payment 
monthly rather than a number of payments to hope-
fully reduce the monthly cost.

Consumer rights: these are what a consumer 
should reasonably expect in the course of fair deal-
ings and expectations with a producer or retailer.

Covering letter: a letter written to accompany 
a résumé and is written specifically for a job for 
which you are applying.

Credit rating: a score that indicates your history 
of managing and paying your bills and debts.

Creditor: is someone who lends money to others.

Debtor: is someone who borrows money from 
others.

Defined benefit pension plan: a pension plan 
where the provider (company, government, etc.) 
commits to providing a certain amount of income 
each year when the employee retires.

Defined contribution pension plan: a pension 
plan where the provider commits to contributing a 
certain amount each year to the plan. There is no 
commitment to an annual payment in retirement.

Depreciation: the gradual decline in the value of 
an asset from when it is new (full value) to when it 
has no value.

Disability insurance: protection you can buy 
to provide an income in the event of a long-term 
illness or disability.

Distribution of income: the portion of total 
income produced in an economy received by the 
various members of the population – or groupings 
of the population.

Dividend: the shares of a company’s profits that 
are given to shareholders.

Economic growth: an increase in the quantity of 
goods and services produced by an economy.

Employment insurance: a program which gov-
ernments can use to help provide funds to people 
who become unemployed – if the person qualifies 
for the benefit.

Enterprising person: someone who applies en-
trepreneurial characteristics and skills to any kind 
of endeavour.

Entrepreneur: a person who recognizes an 
opportunity (need, want, or problem) and uses 
resources to pursue an idea for a new, thoughtful-
ly-planned venture.

Entrepreneurial opportunity: a need, want, 
or problem for which a reasonable number of 
people (to make a venture viable) would welcome 
a solution.

Envy: the desire to have what others have, look 
like others look, live like others live, etc. This is a 
pressure you usually put on yourself.

Equity: an asset that has value. The value of the 
asset may change over time.

Estate: the money and assets left by a person 
upon death.

Exchange rate: the value of one country’s curren-
cy in terms of the currency of another country.

Executor: the person or persons responsible for 
seeing that an estate is settled according to a will.
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Fiat money: when money has no value in and of 
itself but only in terms of the value it represents 
and what it is able to buy – its purchasing power.

Financial independence: having access to 
enough income to enjoy life without having to work 
if you do not wish to do so. You are not reliant on 
others for the money you need to live.

Financial planning: setting goals for things you 
hope to achieve and acquire over time and making 
a plan for how to achieve those goals.

Fixed costs: the costs that come up on a regular 
basis that you have to pay each month.

Fixed income investment: an investment with a 
fixed interest rate that does not change.

Foreign exchange market: locations where the 
currency of one country can be exchanged for the 
currency of another country.

General insurance: provides protection against 
the loss, damage, destruction, or theft of property.

Guaranteed Annual Income Supplement:  
a government benefit provided to seniors who are 
in need.

Inflation: a rise in the average price level of 
goods and services in the economy.

Insurance: protection you can buy for the risks 
we may face with things we own, our health, and 
our life.

Intensity of feelings: how strongly you feel 
about something. This is hard to measure or put 
a number on. But it will be important in making 
decisions. 

Intrinsic value: when money has value in and of 
itself. For example, money made from gold or silver.

Investor profile: a description of the type of 
investor a person is in terms of goals, comfort with 
risk, knowledge of investing, etc.

Irregular costs: the costs that come up every 
now and then and for which you have to plan for to 
be able to cover.

Legal tender: the official money in a country that 
is widely accepted.

Liability: is something that you owe.

Life and health insurance: provides financial 
protectionfor the possible loss of income due to 
illness, disease, disability, or loss of life.

Life cycle: the different general stages of life 
people commonly go through where circumstance, 
priorities, and goals change over time.

Liquidity: the ease with which an investment or 
asset can be converted into cash – and the cer-
tainty of its value.

Medium of exchange: one of the roles of money. 
Prices can be set in terms of money for goods and 
services and then money can be used to “ex-
change” to receive a good or service.

Metacognition: thinking about your thinking – 
and to pause and take time to think about what you 
are going to do – and any decision you are about 
to make.

Minimum wage: the lowest wage that an employ-
er can legally pay an employee.

Mutual fund: funds pooled by investors and 
managed/invested on their behalf by a profession-
al “fund manager” for a fee. Funds differ in terms of 
the kinds of investments held by the fund.

Net worth: your assets (what you own) minus 
your liabilities (what you owe.)

Old Age Security (OAS): a government benefit 
provided to seniors.

Opportunity cost: the next best alternative given 
up, when you make a decision.
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Peer pressure: the influence that others, around 
the same age, can have on your actions and 
decisions. This is a pressure that others try to put 
on you.

Permanent life insurance: permanent protec-
tion that will provide funds to others (your “benefi-
ciaries”) when you die.

Portfolio: a collection of investments held by an 
investor.

Premiums: the monthly amount you will pay for an 
insurance policy and insurance protection.

Principal: the amount of money borrowed that 
has to be repaid. It does not include any interest 
charges that have to be paid for borrowing money.

Purchasing power: the ability of money to 
acquire goods and services. As prices rise, the 
purchasing power of money falls.

References: letters or comments from people 
you know regarding your abilities, characteristics, 
skills, etc. that an employer may refer to in making 
a hiring decision.

Registered Education Savings Plan (RESP): 
a means to save for children’s education. Money 
deposited to the plan is not tax-deductible.

Registered Retirement Savings Plan (RRSP): 
a means of saving for retirement. Money deposited 
each year is tax deductible up to a certain max-
imum. Money is taxed when it is taken out of an 
RRSP.

Résumé: sometimes called a “curriculum vitae,” 
or “CV,” this is a summary of your work, education, 
and experience as well as other abilities you have 
that make you a candidate for a particular job.

Salary: the annual amount paid to a worker.

Self-efficacy: your belief in your ability to accom-
plish goals and tasks.

Stock exchange: where buyers and sellers come 
together(not physically) to buy and sell stocks with 
the help of stockbrokers.

Stock market: where stock (shares of compa-
nies) are bought and sold at a market price.

Stocks or shares: represent part ownership in 
a company. “Shareholders” will receive a share of 
company profits based on the number of shares 
owned – if the company makes a profit and profits 
are distributed.

Store of value: one of the roles of money where-
by it is possible to save money rather than spend it 
and try and increase its value in the future.

Tastes and preferences: our own individual likes 
and dislikes that can affect what we buy, what we 
do, what we eat, where we shop, what we wear, 
and so on. 

Term life insurance: temporary protection, to 
a certain age, to provide funds to others (your 
“beneficiaries”) if you should die – to help others 
with expenses they face – or will face. Term life 
insurance is paid if you die.

Time horizon: the period of time when you will 
need to turn investments into cash to use the 
money.

Unit of account: one of the roles of money where 
we are able to set prices in terms of money to 
reflect the value of a good or service.

Values: the beliefs, morals, attitudes and deci-
sions that make up your character, affect what 
you do in life, how you handle situations, and your 
goals.

Wage: the hourly rate paid to a worker.
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The Canadian Foundation for Economic Education has other resources to help youth and 
teachers with improving economic, financial, and entrepreneurial capability. All of our resources 
are free and most are in English and French. Examples of resources available include:

Entrepreneurship: The Spirit of Adventure,  
a website for those wanting to explore the world of 
entrepreneurship and perhaps take steps to set up a 
business or new entrepreneurial venture
(http://cfeespiritofadventure.com)

Money and Monetary Policy in Canada: 
provides a layperson information on many of the key 
topics related to money and our financial system 
in Canada – what we use as money, the history of 
money, the financial system, the role of the Bank of 
Canada, the link between money and the economy, 
interest rates, exchange rates, and how monetary 
policy is conducted in Canada. 
(www.moneyandmonetarypolicyincanada.com)

Money Laughs: a series of short vignettes produced 
for CFEE by Just For Laughs Gags focusing on 
money and highlighting money challenges, along 
with supporting tips and teaching material. 
(www.moneylaughs.com)

Money and Youth: a financial literacy guide for youth 
focusing on decision making, values, setting goals, 
earning income, employment and self employment, 
budgeting, and planning. Sponsored by IG Wealth 
Management. (http://moneyandyouth.cfee.org)

Managing Your Money in Canada: a website to 
help people with their financial questions, challenges 
and affairs. (www.mymic.ca)

Free class sets of Money and Youth

CFEE provides free class sets of Money and Youth to teachers for students. 
The only cost is for postage and handling.

For more information on these and other resources, contact:
Canadian Foundation for Economic Education
110 Eglinton Avenue West, Suite 201, Toronto, Ontario M4R 1A3
Tel: (416) 968-2236; Fax: (416) 968-0488; Toll free: 1-888-570-7610;
E-mail: mail@cfee.org; Web site: www.cfee.org

Online Classroom Edition of the Globe and Mail: 
a partnership with The Globe and Mail newspaper. 
CFEE produces a monthly Classroom Edition 
drawing upon key articles appearing in The Globe 
and Mail and provides teachers with complete 
lesson plans for instruction.
(http://classroomedition.ca)

Saving for Your Future (previously The Building 
Futures Network): CFEE is working with a 
nationwide network of organizations and agencies 
to assist Canadians with their savings activities – 
especially saving for future education and training. 
Funded by the Government of Canada. 
(www.buildingfuturesnetwork.com)

Newcomers to Canada DayPlanner: a resource 
to help newcomers to Canada easily acquire 
information, knowledge, and links that can assist 
them during their period of transition.  
The DayPlanner is available in hard copy, can be 
downloaded, and can be used in digital format.  
Free copies are available. Funded by the 
Government of Canada. (www.cfeedayplanner.com)

 The Canadian Economy: The Big Picture –  
a graphic-based publication explaining how all of 
the parts of the economy fit together and interrelate. 
(http://cfee.org/resources/the-big-picture.html)
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