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What is interest? Key Definitions

BORROWER WE% LENDER
Someone using someone @ Someone allowing someone
else’s money. - else to use their money.

INTEREST

The charge (or expense) someone pays for
using (borrowing) someone else’s money.
OR
The income someone receives when someone
else uses their money.
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How does interest work?

Lender’s example — An investment earning interest
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The Bank pays interest to
“The lenders™: “The borrower”: Susan & Ray on the value of

Susan & Ray Bank the GIC (“the principal”)

SURPLUS FUNDS AVAILABLE — INVESTING TO EARN INTEREST
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http://institutions.tsi-international.com/products/components/guaranteed-investment-certificate

How does interest work?

Borrower’s example — A car loan with interest

BANK
The bOFrOW?FS : The lender”: Pay interest to the bank on
Max & Julie Bank

the value of the car loan

Repay the bank the money
(“the principal”) over a certain
number of years (“the term”)

TOTAL BORROWING WITH
PURCHASE COST egd AVAILABLE FUNDS INTEREST
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Credit
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What is credit?

Borrower

Lender

Someone using someone Someone allowing someone
else’s money. F Y else to use their money.

Credit ==l Borrower’s ability to obtain something on a promise to repay

Interest

The amount borrowed.

The lender’s charge for the
risk of lending their money.

When you borrow, you must pay back the lender

(e.g. the bank or a car dealership) the principal plus interest.

7 | FINANCIAL LITERACY PROGRAM

Wealth
AN Management
RBCH



Credit score

A number assigned to a person that indicates 300-900
to the lenders their capacity to repay a loan.
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TransUnion , , _ _
i Credit Report Products ~ Credit Education  Credit Report Assistance Q

CREDIT SCORE CREDIT SCORE

Get your Canadian
credit score &
report’
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Dorit warry, Chacking your credit soore won't kwer it

800

EXCELLENT

C—_—

CLICKHERE®

Consider checking your credit score periodically!
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Credit score

How to build — and maintain — a strong credit history

Five primary factors affect your credit score:

Your payment history Do you pay back on time?

Do you owe more than 35% of the credit?

Your length of credit history How long you have been using credit?

Credit applications How often do you apply for new credit?

r%il Types of credit Do you manage several types of credit?
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Types of personal credit

|
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Credit card Personal loan Line of credit
+ Short-term borrowing | ° Longer-term borrowing | * ghort or longer-term
pay expenses « Ondemand, ad hoc
<Tyear 1-5years Flexible
High Moderate Low - Moderate
No Sometimes Sometimes

*Reflects typical lending behavior of most financial institutions; rates will fluctuate and will vary by institution.
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Investment Account Types
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Where to open an account?

Bank Brokerage Firm
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BANK
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PLAN INVEST GROW WEALTH

Everyday banking needs Long-term savings

. Investment accounts
Short-term savings

Conducts market analysis and provides

Frequent transactions - chequmg accounts investment research

Debit and credit cards
Broker-dealer - facilitates trading transactions
Personal loans / home mortgages / (stocks, funds, etc.)

line of credit

Planning - Investment, financial, tax, retirement and

Some investment options estate advice
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Non-Registered vs. Registered

So, how do you most efficiently save when the government taxes your money?

NON-REGISTERED ACCOUNTS REGISTERED ACCOUNTS

(taxable) (taxed later / tax-deferred)

1. Bank Accounts 4. Pension Plans _

INCOME IS

TAXED 4. Retirement Savings Plans
2. Investment Accounts ANNUALLY TAXED IN

. . —YEAR OF
5. Education Savings Plans WITHDRAWAL

6. Disability Savings Plans

—

NEVER

/. Tax Free Savings Accounts
} TAXED

8. First Home Saver Account
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Registered Accounts

Registered Retirement Savings Plan (RRSP)

Allows individuals to

SAVE FUNDS

for their retirement

Tax deduction when you put
the money in the account

No annual taxes on income
earning in the account

Any money withdrawn is fully
taxable in the year it is withdrawn

Maximum contributions
amounts apply

Wealth
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Registered Accounts

Registered Education Savings Plans (RESP)

A savings plan for education funding

FOR YOU

or your children

v

Funds grow without tax
until withdrawn

The government contributes
grant money into the account

&

Wealth
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Registered Accounts

TFSA - Tax Free Savings Account

No tax deduction for
contributions, so you are
investing after-tax income

Can hold most types of
investment securities in the
account

No annual taxes on investment
income and funds are not taxed
when withdrawn
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Registered Accounts

FHSA - First Home Savings Account

Tax deduction for
contributions, so you are
investing pre-tax income

Can hold most types of
investment securities in the
account

No annual taxes on investment
income and funds are not taxed
when withdrawn

17
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Group Discussion — What Account?

WHAT ACCOUNT

would you choose if.....

Saving to o

buy your Saving for a
first house day at the spa
Saving for Saving fora
going back trip around
to school the world
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Investments
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Bonds: What is a Bond?

BOND (Fixed Income)

An investment where money is lent to a borrower for a period of time in
exchange for a return of interest and principal.

PRINCIPAL
)
/a + % BORROWER
IN;/:I;S%()R « Government
PRINCIPAL INTEREST « Corporations
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Stocks: What is a Stock?

STOCK

A type of security that signifies a partial
ownership stake in the shares of a corporation,
entitling the holder certain privileges.

=
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Stocks: Investing in Stocks

*Rate of return is not guaranteed.

How can you make money buying stocks?

0 Capital Gains e Dividend Payments

COMPANY EARNINGS

$150

>— Profit from sale

$100
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Risk vs. Return: Finding the Right Balance

Cash Fixed income Equity
usually held in short-term  typically refers to bonds or  refers to shares of publicly
money market or T-bill credit issued by traded companies
investments governments or

corporations

Expected
return whediugy, wediug, wediug,
".?,:— n "-;E' = '-;E'
o - -
Expected
volatility
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Diversification by Asset Class

The Economic Cycle PEAK

MARKET

TROUGH

TROUGH

TIME
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Quantitative Approaches: Surveys & Questionnaires

Investor Profile Analysis ... aseries of questions which are

designed to help determine to an investor’s risk tolerance profile by looking at:

GENERAL INFORMATION /

TIME HORIZON
INVESTMENT OBJECTIVE

RISK TOLERANCE
RISK CAPACITY
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Questions?

O’Neill Wealth
Partners

Wealth
Management
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Thank you

This presentation has been prepared for use by the RBC Wealth Management member companies, RBC Dominion Securities
Inc. (RBC DS)*, RBC Phillips, Hager & North Investment Counsel Inc. (RBC PH&N IC), RBC Global Asset Management Inc. (RBC
GAM), Royal Trust Corporation of Canada and The Royal Trust Company (collectively, the “Companies”) and their affiliates,
RBC Direct Investing Inc. (RBC DI)*, RBC Wealth Management Financial Services Inc. (RBC WMFS) and Royal Mutual Funds
Inc. (RMFI). *Member-Canadian Investor Protection Fund. Each of the Companies, their affiliates and the Royal Bank of
Canada are separate corporate entities which are affiliated. “RBC advisor” refers to Private Bankers who are employees of
Royal Bank of Canada and licensed representatives of RMFI, Investment Counsellors who are employees of RBC PH&N IC
and the private client division of RBC GAM, Senior Trust Advisors and Trust Officers who are employees of The Royal Trust
Company or Royal Trust Corporation of Canada, or Investment Advisors who are employees of RBC DS. In Quebec, financial
planning services are provided by RMFI or RBC WMFS and each is licensed as a financial services firm in that province. In
the rest of Canada, financial planning services are available through RMFI, Royal Trust Corporation of Canada, The Royal
Trust Company, or RBC DS. Estate and trust services are provided by Royal Trust Corporation of Canada and The Royal
Trust Company. If specific products or services are not offered by one of the Companies or RMFI, clients may request a
referral to another RBC partner. Insurance products are offered through RBC WMFS, a subsidiary of RBC DS. When
providing life insurance products in all provinces except Quebec, Investment Advisors are acting as Insurance
Representatives of RBC WMFS. In Quebec, Investment Advisors are acting as Financial Security Advisors of RBC WMFS. The
strategies, advice and technical content in this publication are provided for the general guidance and benefit of our clients,
based on information believed to be accurate and complete, but we cannot guarantee its accuracy or completeness. This
publication is not intended as nor does it constitute tax or legal advice. Readers should consult a qualified legal, tax or
other professional advisor when planning to implement a strategy. This will ensure that their individual circumstances
have been considered properly and that action is taken on the latest available information. Interest rates, market
conditions, tax rules, and other investment factors are subject to change. This information is not investment advice and
should only be used in conjunction with a discussion with your RBC advisor. None of the Companies, RMFI, RBC WMFS, RBC
DI, Royal Bank of Canada or any of its affiliates or any other person accepts any liability whatsoever for any direct or
consequential loss arising from any use of this report or the information contained herein.
® Registered trademarks of Royal Bank of Canada. Used under license. © 2026 Royal Bank of Canada. All rights reserved.
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