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HOW TO INVEST WISELY

A Canadian Investor's Guide to Building Wealth in 2026 and Beyond

Updated for 2026: This guide reflects current registered account limits, 2025/2026 market conditions, and
updated Canadian investment regulations. Investing involves risk, including possible loss of principal. Always
consult a qualified financial advisor before making investment decisions.

1. THE FOUNDATION: BEFORE YOU INVEST IN 2026

In an environment where interest rates have shifted from their 2022—-2024 highs and inflation has
moderated, the principles of sound financial foundations remain unchanged. Before putting money into
investments, ensure:

Emergency Fund (3—-6 Months)

Keep 3-6 months of living expenses in a TFSA HISA currently earning 3.5-4.5% at major online banks.
This prevents forced selling of investments during market downturns or job loss.

High-Interest Debt Free

Pay off credit cards (20%+ interest) before investing. No investment reliably outperforms a guaranteed
20% "return" from eliminating high-interest debt.

Budget & Positive Cash Flow

Know exactly what you earn, spend, and can consistently invest monthly. Even $300/month invested for
25 years at 7% return grows to ~$228,000.

Insurance Coverage

Life, disability, and critical illness insurance protect your investment plan from being derailed by
unexpected events — the most overlooked element of financial planning.

2.2026 REGISTERED ACCOUNT LANDSCAPE



Canada's registered accounts offer unparalleled tax advantages. Understanding which to prioritize is

crucial for maximizing after-tax wealth.

Account

2025/26 Limit

Tax Treatment

Best For

TFSA $7,000/yr (~$102K cumul.) | Contribute after-tax; all growth & withdréaxiitctaainegs, taxable investm

RRSP $32,490 (2025 limit) Deductible contribution; taxed on withdiayketarners, retirement, HBP, LLP
FHSA $8,000/yr ($40K lifetime) Deductible + tax-free qualifying withdr&ivat-time home buyers only

RESP No annual limit ($50K/beneficiadgt deductible; CESG 20% + QESI 102hi{@ENn's post-secondary education
Non-Registered Unlimited Dividends, interest, capital gains taxedasmnflailyafter registered accounts maxed

m 2026 TFSA Milestone: Canadians eligible since the TFSA launch in 2009 now have
approximately $102,000 in cumulative contribution room. If you've never contributed, opening a
TFSA today allows you to invest the full $102,000 immediately — completely tax-sheltered.

3. RISK, RETURN & ASSET ALLOCATION IN 2026

After a period of elevated interest rates, fixed income offers more competitive returns than the near-zero
era of 2020-2021. This changes the optimal asset allocation for many investors.

Current Asset Class Context (2026 Perspective):

Asset Class 2026 Yield Range* Risk Time Horizon
HISA / Money Market 3.5-4.5% Very Low 0-1 year
GICs (1-5 year) 3.5-4.8% Very Low 1-5 years
Canadian Bonds (ZAG/VAB) 3.5-5% Low—Med 2—7 years
Canadian Equities (XIU/VCN) 7-10% (hist.) Medium-High 5-10+ years
US Equities (XUS/VFV) 7-11% (hist.) Medium-High 5-10+ years
Global ex-NA (XEF/VIU) 6—9% (hist.) Medium-High 5-10+ years
Real Estate (REITS) 5-9% total return Medium-High 5-15 years

*Historical averages / current estimates. Past performance does not guarantee future results. GIC rates reflect 2026 market

conditions.

Asset Allocation by Life Stage (2026 Guideline):

Life Stage Equities Fixed Income / GICs Cash
20s — Aggressive Growth 80-90% 5-15% 5%
30s — Growth 70-80% 15-25% 5%
40s — Balanced Growth 60-70% 25-35% 5%
50s — Conservative Growth 50-60% 35-45% 5%
60s+ — Income & Preservation 30-50% 45-65% 5-10%

ents, any goa



4. THE CANADIAN INDEX ETF PORTFOLIO (2026)

Low-cost index ETF investing remains the most evidence-backed approach for most Canadian investors.
As of 2026, ETF options have expanded significantly with new asset classes and lower fees than ever.

Asset ETF Options (2026) Target % MER Range
Canadian Equities XIU, VCN, ZCN 20-25% 0.05-0.20%
US Equities XUS, VRV, ZSP 30-35% 0.09-0.22%
International Equities XEF, VIU, ZEA 15-20% 0.20-0.25%
Canadian Bonds VAB, ZAG, XBB 20-30% 0.09-0.20%
One-Fund All-in-One XBAL, VBAL, ZGRO 100% (by risk) 0.18-0.25%

m All-in-One ETFs in 2026: Products like XBAL, VBAL, ZGRO, and XGRO automatically rebalance
across asset classes in a single fund — ideal for new investors or those who prefer simplicity
over customization. MERs of 0.18-0.25% are extraordinarily low versus 2—3% mutual fund
alternatives.

5. PROVEN INVESTMENT STRATEGIES FOR 2026

Invest a fixed amount every month regardless of market conditions. This eliminates the need to time the
market — which even professional fund managers fail to do consistently. In 2026, automate contributions
on payday to your TFSA or RRSP brokerage account.

Where you hold investments matters as much as what you hold: « TFSA: foreign dividend-paying equities
(no dividend withholding tax credit applies anyway), REITs, high-yield bonds ¢ RRSP: US equities
(US-Canada treaty eliminates withholding tax on dividends) ¢ Non-Registered: Canadian dividend stocks
(eligible dividend tax credit), growth stocks (capital gains taxed at 50%)

Sell positions trading at a loss to realize capital losses that offset capital gains. The superficial loss rule:
wait 30+ days before repurchasing the same or identical security. With the 2024 capital gains inclusion
rate change, tax-loss harvesting is more valuable than ever for high earners.




Once per year (or when any asset class drifts 5%+ from target), sell over-performing assets and buy
under-performing ones. This enforces disciplined "buy low, sell high" behavior — and in a new
contribution, simply buy the underweight asset.

Missing the 10 best trading days in a decade can cut returns by more than 50%. 2020's COVID crash
recovered fully within 6 months. 2022's rate-driven bear market recovered in 2023. Patience has always
been rewarded in diversified long-term investing.

6. CPP2/QPP2 ENHANCED BENEFITS — KNOW YOUR
RETIREMENT INCOME

Phase 2 of CPP/QPP enhancement (2024—-2025) means higher contributions now but significantly higher
retirement benefits for today's workers. This changes retirement income projections meaningfully.

» 2025 CPP2/QPP2 contribution: 4% on earnings between $73,200-$81,200 (employee + employer
each)

* Enhanced benefit: Workers with full Phase 2 contributions will receive up to 33% of earnings
replaced (vs. previous 25%)

* Maximum CPP (2025 at age 65): ~$1,433/month if you contributed at max from age 18
* OAS (2025 at age 65): ~$727/month; fully indexed to inflation quarterly
* OAS clawback threshold (2025): $93,454 net income; fully clawed back above ~$151,668

m Retirement Strategy: Delaying CPP/QPP to age 70 increases benefits by 42% vs. taking at 65,
and OAS by 36%. If you have other income sources, deferring government benefits can
dramatically improve lifetime income — especially important given increasing life expectancies.

/. COMMON INVESTING MISTAKES TO AVOID IN 2026

[1Chasing Past Performance

The top-performing fund or stock of 2024-2025 is rarely the leader next year. Performance chasing is the
#1 driver of the gap between fund returns and investor returns.

[Jlgnoring Fees

A 2.5% MER vs. 0.2% ETF: on $100,000 over 20 years at 7%, you give up $166,000 in wealth — more
than your original investment. In 2026, there is simply no justification for high-fee mutual funds.

[JOverconcentration in Canada



Canada is less than 3% of global market cap. Many Canadian investors hold 30-50% in Canadian equities
— home bias is a real risk. Diversify globally.

[JIgnoring Currency Risk

Unhedged foreign investments add currency fluctuation. Generally, hedging costs more than it's worth for
long-term equity investors, but worth understanding.

[INeglecting the Tax Impact

In 2026, the capital gains inclusion rate change means selling decisions have bigger tax consequences
than before. Review your tax situation before realizing large gains, especially in non-registered accounts.

Build Your Personalized Investment Plan — Free Consultation Services DL integrates

tax planning with investment strategy. 514-814-3499 « servicesd|2000@gmail.com e
Midtown Montreal, Quebec
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