Conservative income

What’s Cashflow Got To Do With It?

In previous monthly updates, we have discussed the items
we need to help map out saving for retirement or drawing
on your portfolio in retirement. Saving for retirement and
then eventually drawing on your portfolio, have a common
element: Cashflow. Cashflow is the driver of any financial
decision that we make with clients. Clients often ask what
the number is that they need to be saving each month or
what the number is that they should have as monthly
income in retirement. We can never answer this question
without understanding someone’s cashflow now and the
cashflow that they would like in retirement.

To start with savings, knowing what you are spending now
gives us an idea of how much is available for savings. It is
commonly used that 10-20% of income should go towards
savings, but this number also depends on what you want
the end results of these savings to be. You may be saving
10% of your salary in an employer RRSP matching program
and feel that thisis all the savings you need. If the projected
long-term value of your RRSP after considering investment
growth and taxes gives you the after-tax cashflow to
achieve your retirement goals, then sticking to your
employer savings program may be enough. If your cashflow
is falling short of your goals, then additional savings may
be warranted. As a starting point for understanding
cashflow, look at your bank statements for 3 to 6 months
to see what you are spending your money on. Comparing
this with your after-tax pay on your pay stub will let you
know what might be available to put aside each month
for retirement savings. When looking at your pay stubs, it
is also important to note if there are deductions for work
RRSP contributions or pensions. Many times, clients come
to us saying they aren’t saving, but they belong to a
pension plan at work. Just because you can’t see these
amounts, doesn't mean they aren't growing and won't be
a valuable source of income in retirement.
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Now to look at drawing on your portfolio. Cashflow when
it comes to drawing from your portfolio can feel strange
when you are shifting from the savings mindset. If you are
starting early to save for retirement, you can usually have
more input in what your after-tax income might be in
retirement. For example, if you are 15 years out from
retirement and realize you might be short of your goals,
you can increase your monthly savings and have the power
of compounding work in your favour. If you are about to
retire and just looking at what your numbers might be, the
value of the investments, CPP/OAS and any work pensions
will usually determine what is available. This doesn't mean
there is nothing that can be done. Retirement planning
can be dynamic, meaning your cashflow doesn’t need to
be fixed. For example, maybe you want to spend a bit more
now to do some traveling and are willing to sacrifice some
cashflow down the road. These variations in spending can
help to make sure your goals can be achieved.

It is important to note that cashflow review and knowing
what your needs are is not a one-time event. Reviewing
your spending and saving should be done at least annually
or when you have a major life event. A good time to review
cashflow is after tax time when you have a fresh idea of
what your income was for the previous year. Especially with
the rising cost of living, your spending may have changed
significantly without necessarily a change in your
spending habits.

Whenever the thought of saving or drawing on your
portfolio in retirement feels overwhelming, always bring it
back to cashflow. The process of reviewing your income
sources, alongside your bank statements, can help to give
peace of mind. We can also make sense of these numbers
and are always here to make sure you are on track for your
retirement goals.



Conservative Income Investment Goal Allocation

Your Investment Policy CONSERVATIVE INCOME:
On the whole, you want fixed income investments.
You want to preserve your capital or create a
source of periodic income to finance ongoing
expenses. You are not against the idea of investing
a small part of your portfolio in equities, mainly to
counteract the effects of inflation. If you feel that
your risk tolerance has shifted please let us know!

Opportunity Cash

Alternative Equity 5%+
5% 7

Int’l Equity
S%to7%

US Equity .. ‘
8% to 14%

CDN Equity ..
8% to 14%

I_. Fixed Income
55% to 70%

Source: Thisinformation s forillustration purposes and subject to change. Your portfolio may not hold all of these positions. We enhance the composition
of your portfolio with additional equity solutions that are not illustrated. The weightings change with market fluctuations and model rebalancing.
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National Bank Financial - Wealth Management (NBFWM) is a division of National Bank Financial Inc. (NBF), as well as a trademark owned by National Bank of Canada (NBC) that is used under
license by NBF. NBF is a member of the Canadian Investment Regulatory Organization (CIRO) and the Canadian Investor Protection Fund (CIPF), and is a wholly-owned subsidiary of NBC, a public
company listed on the Toronto Stock Exchange (TSX: NA). The information contained herein has been prepared by Laurel Hickey a Wealth Advisor and Portfolio Manager at NBF. | have prepared
this report to the best of my judgment and professional experience to give you my thoughts on various financial aspects and considerations. The opinions expressed herein, which represent my
informed opinions rather than research analyses, may not reflect the views of NBF. The particulars contained herein were obtained from sources we believe to be reliable but are not guaranteed
by us and may be incomplete. The securities or sectors mentioned in this letter are not suitable for all types of investors and should not be considered as recommendations. Please consult your
Wealth Advisor to verify whether the security or sector is suitable foryou and to obtain complete information, including the main risk factors. Some of the securities or sectors mentioned may not
be followed by the analysts of NBF. Unit Values and returns will fluctuate, and past performance is not necessarily indicative of future performance. The present document may not be reproduced
eitherwholly or in part. It must not be distributed or published or be mentioned in any way whatsoever. No mention of the information, opinions and conclusions it contains may be made without
the express written pre-approval of NBF for each instance. NBF is not a tax advisor and clients should seek professional advice on tax-related matters, including their personal situation. Please
note that comments included in this letter are for information purposes only and are not intended to provide legal, tax or accounting advice.



