Common industry jargon
Cheatsheet

1. Asset
Anything you own that has cash value.
For example, your car and home are
assets but are harder to convert to fast
cash, so they are known as “illiquid”
assets. In your portfolio, your assets
would be your cash and stocks, which
would be “liquid” assets, since you can
convert them to cash quickly.

2. Bonds
If a company needs to raise money, they
borrow money by issuing bonds. When you
buy a bond, you’re essentially lending
money to the company for a certain
amount of time. When the bond duration
(known as it’s “maturity date”) has expired,
you collect your initial investment (known
as the “principal”) plus the interest
payments (called a “coupon”).

3. Cash

5.

4. CPP: Canada Pension Plan
You know what this is, but in your
portfolio, it could also be held in GICs, a
This is the government’s way of forcing
high interest ETF, or a money market fund.
you to save for retirement. The amount
you receive is calculated based on how
many years you have worked and how
ETF (Exchange Traded Fund)
much you contributed to the plan. You
Similar to a mutual fund, except an ETF
can withdraw at age 60 or delay until
trades on the exchange (hence the name)
your 70, but there are implications for
and it’s (usually) cheaper because it tracks
each choice.
the performance of an index. You're not
paying for money managers to pick the
stocks that go into the fund because it’s
based on an index.

DCA: Dollar Cost Averaging (DCA) is an investment strategy that lets
you buy an asset for the same amount over time. Although the price of
the asset may go up and down, you're always buying it at a set price.
For example, say you have $1000 to invest. You have two choices: you
can put the entire lump sum of $1000 in the investment on one day, or
you can choose a DCA strategy to invest $100 a week for the next 10
weeks. As the market fluctuates, the price of the asset will go up and
down, so one week you may be able to buy 5 shares at $20 each and
another week, 8 shares at $12.50 each. The benefit? You protect yourself
from market fluctuations and remove your emotions from the purchase.
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6. Index

This is found on the stock market and it
refers to a group of securities that
represent an investment theme. You
cannot buy an index - it's just a way to
measure how well a certain segment of
the industry is performing.

8. LIRA

Locked In Retirement Account. This is
money that you received as a pension,
but when you stopped working for the
company, they put into a LIRA account.
You can’t withdraw money from a LIRA
until you are 55 years old and you must
convert it to a RIF (Retirement Income
Fund) to withdraw the funds.

10. Mutual Fund
This is a bunch of stocks or bonds held by
yourself and a whole lot of other investors,
in one fund. If one stock doesn’t do so
well, you have other stocks in the fund to
make up for it and a team of money
managers making all the decisions. Mutual
funds are popular because they're easy to
buy. Keep in mind how much you're
paying when you buy a mutual fund.

12. OAS (Old Age Security)
This is for every Canadian and the
amount you receive is based on how
long you have lived in Canada after the
age of 18.

7. Investment Portfolio
Sometimes called a "portfolio", this is what
you are going to have when you start
investing. It’s a collection of all the different
types of liquid “assets” you own.

9. Liability
This is money that you owe. Basically, it’s
a fancy word for debt, so you won’t find
this in your investment portfolio.

11. MER (Management Expense Ratio)
Management Expense Ratio. When you
buy a mutual fund or an ETF, you pay
operational and management fees for that
fund. ETFs typically have lower fees than
mutual funds, but buyer beware – there
are new ETF products that have added
features, and MERs are starting to increase.

13. RESP (Registered Education
Savings Plan)
Registered Education Savings Plan. This is
the best savings tool for your child’s
education, and the sooner you start, the
better because of compound interest. Just
like an RRSP and TFSA, the money inside an
RESP grows tax free. And the best part? The
government will contribute up t $7,200 over
the time of the plan.
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RRSP
RRSP (Registered Retirement Savings Plan)
An RRSP is a Registered Retirement Savings Plan. This is a tool to help you save and invest for
your retirement. It’s a tax-deferred savings plan that was introduced by the Canadian
government as an incentive for you to save for your retirement.
The government is giving you two incentives here, because an RRSP can help you out now and
in retirement. For example, if you live in Ontario and made $100,000 a year, you have a marginal
tax bracket of 43.41%. if you were to stash 10% of your income into an RRSP account ($10,000), you
will lower your marginal tax rate and have $3,758 in RRSP tax savings.
Depending on what province you live in, that could be a lower tax bracket altogether (first win!)
When you start to withdraw income from the account in retirement, you’ll likely be taxed at a lower
rate because won't be working, right? Think of these tax breaks as a handshake and a little *wink
wink* from the government. They know OAS will only get you halfway there, and you can use tax
efficient strategies to help build wealth over time.
There are some rules about RRSPs you should know: there is an annual limit to the amount you
can contribute each year. On the flip side, if you don’t max out your contribution room, it’s
carried over into the next year. Check your tax return slip (Notice of Assessment) to find out your
contribution limit. You can go over by about $2000 before the CRA notifies you.
It’s simple to set up an RRSP account a robo-advisor, brokerage, or bank. Know what your RRSP is
invested in and how much you're paying. Your employer may also have one for you, so be sure to
check with your HR team and get your RRSP matches in place (free money!)

Home Buyer Plan (HBP)
This program allows you to withdraw up to $35,000 from your RRSP as a first time home buyer
seeking a down payment. You have 15 years to repay this amount.

Life Long Learning Plan (LLP)
This program allows you to withdraw RRSP funds to pay for full-time training or education for you or
your spouse or partner. You have 10 years to repay the amount.
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TFSA
TFSA (Tax Free Savings Plan)
TFSA stands for Tax Free Savings Account. Like an RRSP, this is another way for you to save
and invest for your future self, but there are key differences between the accounts.
The name TFSA itself is a bit confusing, because the money you stash in this account has
already been taxed, and technically, it's not a savings account. Huh? Although there are no tax
deferral benefits like an RRSP, the money you put into your TFSA is invested and it grows tax
free. It's a tax-shelter because you're protecting it from taxes as your investment grows.
The bottom line is this: when you invest in a TFSA, you have already paid taxes on that money, so
you don’t have to pay taxes when you withdraw it. This may seem like no big deal, but it's huge.
When money is invested and not taxed, it can grow fast. Many people use a TFSA like a savings
account because you can withdraw the money - without penalties - at any time. But by
withdrawing those funds early, they aren’t taking advantage of the true growth potential and
power of this account.
Just like an RRSP, there are contribution room limits, but you don't need to file a tax return or
anything to get them. The limits are adjusted to keep pace with inflation and you can check
those limits here. Be aware of the limits because the CRA gets cranky and enforces a 1%
charge per month on the amount that was over-contributed.
Just like an RRSP, it’s simple to set up a TFSA account at robo-advisor, brokerage or bank.
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