

Saving for your future made easy

Although retirement may seem like its decades away, starting to save while you are young can help set the stage for a comfortable retirement.

“You don’t have to give up what you enjoy now to save money for the future,” said Lee Anne Davies, head, Retirement Strategies, RBC. “It can be easy by starting off with a small amount every month."

Consider the following scenario: Sarah and James are twins. Sarah is 25, busy and has a decent job, and decides to begin contributing to an RRSP. To make things easy, she contributes about $150 a month through an automatic plan. By the end of the year, her contributions total $1,800. Over the next 10 years she will build up a nest egg of approximately $25,000, assuming an annual rate of return of 6 per cent. At the age of 35, Sarah decides to focus on paying down her mortgage, as well as investing in a Tax Free Savings Account. She feels secure knowing that even if she doesn’t contribute to her RRSP again, it should grow to almost $153,000 by the time she turns 65.*

James takes a different approach than Sarah. Like his sister, he too has a steady job. He decides to start investing at the age of 37 and begins to make the $1,800 annual contribution. In order to keep up with Sarah, he will have to keep those contributions up for 29 years, as opposed to Sarah’s 10 years, to ensure he has a nest egg of just under $140,500 by the time he’s 65.*

“Our advice is to start saving as early as possible,” said Davies. “A good way to save is to set up an automatic savings plan and create that savings habit. This way, you don’t see the money and you hardly miss it, but it’s already working for you.”
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