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Welcome to the Thrive Nation Finance Investment Guide For Beginners; your
comprehensive, plain-language roadmap to building real, lasting wealth as an everyday
Canadian. Whether you are starting with your very first $100 or looking to optimize a
portfolio you have been building for years, this guide was created with one mission in
mind: to educate, empower, and inspire Canadians from every walk of life to invest with
confidence. We believe that financial freedom is not a privilege reserved for the wealthy; it
is a destination available to anyone willing to learn, take action, and stay the course. No
jargon, no gimmicks, no gatekeeping. Just honest, practical knowledge to help you grow

your wealth and achieve the financial future you deserve. Let us build it together.
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CHAPTER 1

Why Investing Matters

Most Canadians are taught to save. Put money in your bank account, keep it safe, and spend
less than you earn. While saving is a critical habit, it is only one piece of the wealth-building
puzzle.

Investing is what transforms savings into a growing engine of wealth and understanding why it
matters is the essential first step in your financial journey.

The Difference Between Saving and Investing

Saving means setting aside money in a safe, accessible place, typically a checking or savings
account, with little to no risk of loss. The trade-off is equally low growth. Most Canadian
savings accounts offer interest rates of 0.01% to 5.00% (in high-interest savings accounts
during high-rate environments), which often barely keeps pace with, or fails to outpace,

inflation.

Investing, by contrast, means putting your money to work in assets that have the potential to
grow over time, such as stocks, bonds, real estate, or funds. Investing carries risk, but it also

offers returns that can significantly outpace inflation and build lasting wealth over the long run.

Feature Saving Investing
Purpose Short-term security Long-term wealth growth
and liquidity
Risk Very low Low to high (depending
on assets)
Typical Returns 0.5% — 5% per year Varies depending on
assets. S&P 500 average
10%
Best For Emergency fund, Retirement, long-term
short-term goals (under 3 goals (3+ years)
years)
Account Types Savings account, GIC, TFSA, RRSP,
HISA non-registered, FHSA




The Power of Compound Interest

Compound interest is often called the eighth wonder of the world and for good reason. It is
the process by which your investment returns generate their own returns over time. The longer

your money stays invested, the more powerful compounding becomes.

Suppose you invest $5,000 at an average annual return of 7%, and you leave it untouched

for 30 years.
« After 10 years: $9,836
« After 20 years: $19,348
« After 30 years: $38,061

Your original $5,000 grew to over $38,000; without contributing a single additional dollar.
That is the power of compound growth. If you added even $200/month throughout, your

portfolio would grow to over $243,000 over the same period.

The Divergence Gap: 30 Years at 7%

The Power of

Compound Growth Divergence of

Compound Growth

$38,061
$19 348 Untouched Base

$9,836

Year 10 Year 20 Year 30

Thrive Nation Finance - Empowering You For Financial Freedom

The key ingredient is time. Starting even five years earlier can mean tens of thousands of
additional dollars by retirement. This is why the best time to start investing is always as early as
possible and the second-best time is right now.



Inflation and Why Holding Only Cash Loses Purchasing Power
Inflation is the gradual increase in the price of goods and services over time. Canada's
Bank of Canada targets an inflation rate of approximately 2% per year. This means that

$100 today will only buy what $82 buys in ten years if inflation averages 2% annually.

If your savings account earns 1% and inflation runs at 3%, your money is effectively losing 2%
of its purchasing power every year. You may see the number in your account stay the same
or grow slightly, but what that money can actually buy is shrinking. This is the "silent tax" of

inflation and it is one of the most powerful reasons to invest rather than simply save.

Building Long-Term Wealth vs. Short-Term Speculation

Long-term investing involves buying diversified assets with the intention of holding them
for years or decades, allowing compounding and market growth to work in your favour. It is

disciplined, patient, and evidence-based.

Speculation, on the other hand, involves attempting to profit from short-term price movements
through activities such as day trading, trading meme stocks, following market tips, or investing in
highly volatile assets. While this approach carries significant risk, it is important to recognize that

investors have different goals, preferences, time horizons, and strategies.

At Thrive Nation Finance, we prefer a long-term investment approach focused on building
sustainable wealth through diversification, patience, and consistency. However, we do not
discourage or look down on speculation, short-term investing, or day trading. People choose
these approaches for different reasons, and those who understand the risks and achieve results

through them should be respected for their choices.

Our role is not to claim that one strategy is suitable for everyone. We simply present the
approach that aligns with our philosophy and objectives. For us, long-term investing offers a
practical path toward financial freedom, while other investors may prefer more active or
speculative methods. The most important principles are to understand the risks, make informed

decisions, and use a strategy that is appropriate for your circumstances.



Key Mindset Shifts for New Investors

Successful investing is not always difficult because financial concepts are complicated or
because the market continually invents new challenges. Many of the market’s basic
characteristics have remained consistent throughout history: prices rise and fall, optimism
eventually gives way to fear, and periods of growth are followed by corrections and downturns.

The greater challenge is often our own behaviour. We may understand that markets fluctuate,
yet still panic when a portfolio declines by 20%. We may sell a quality investment because we
are uncomfortable seeing a temporary loss, even though market pullbacks are a normal part of
investing. Conversely, we may hold an investment after it has risen 80%, hoping for even
greater gains, and then watch those gains disappear when the market reverses.

This is why investing requires more than choosing an investment. It requires a plan, realistic
expectations, and the emotional discipline to follow that plan through different market conditions.
Staying invested does not mean ignoring legitimate changes in your goals, financial
circumstances, or an investment’s underlying quality. It means avoiding impulsive decisions
based solely on fear, greed, headlines, or short-term price movements.

Think long-term

Markets can be unpredictable in the short term, but long-term investors have historically
benefited from remaining patient and allowing their investments time to grow. Volatility is not an
unexpected defect in the market; it is part of the nature of investing. Prices do not move upward
in a straight line.

A market decline can feel like proof that you made a mistake, but a temporary decline is not
necessarily a permanent loss. A loss becomes permanent when you sell, unless the investment
itself has permanently deteriorated. This is why your time horizon and risk tolerance should be
considered before investing.

Start before you feel ready

Waiting until you understand everything can delay your progress indefinitely. You do not need to
become an expert before making your first responsible investment. Begin with the
fundamentals, start with an amount you can manage, and continue learning as you gain
experience.

The goal is not to eliminate uncertainty entirely. The goal is to understand enough to make
informed decisions and avoid acting blindly.



Every dollar counts

You do not need a large amount of money to begin investing. Even $25 per month, invested
consistently, can help you develop good habits and benefit from long-term compounding.

Regular contributions can also reduce the pressure of trying to identify the perfect time to invest.
More importantly, consistency helps make investing a normal part of your financial life rather
than an occasional decision driven by market excitement or fear.

Separate emotions from decisions

Fear and greed are two of the most powerful forces influencing investor behaviour. Fear can
cause us to sell during a downturn, locking in losses. Greed can cause us to chase investments
after they have already risen sharply or hold them too long because we do not want to miss
further gains.

Before buying or selling, ask yourself:

Has my financial goal changed?

Has my time horizon changed?

Has my risk tolerance changed?

Has the investment’s underlying quality changed?
Am | acting on a plan or reacting to an emotion?

If the answer is simply, “The market went down and | feel worried,” that may be a signal to
pause rather than act. Research and investor education consistently emphasize the risks of
panic selling and missing a subsequent recovery.investor.vanguard+1

Understand gains and losses

An investment that is up 80% is not automatically safe, and an investment that is down 20% is
not automatically a bargain. The percentage change alone does not tell you whether to buy,
hold, or sell.

When an investment rises significantly, review whether its valuation, risk, and role in your
portfolio still make sense. When it declines, examine whether the decline reflects normal market
volatility or a permanent change in the investment’s fundamentals. This distinction helps replace
emotional reactions with thoughtful decisions.



Focus on what you can control

You cannot control daily market movements, economic headlines, interest rates, or investor
sentiment. You can control:

How much you save and invest.

How consistently you contribute.

The fees you pay.

Your asset allocation and diversification.
The amount of risk you take.

The quality of your research.

How you respond during periods of volatility.

A suitable portfolio should be designed with market declines in mind—not chosen on the
assumption that prices will always rise.

Invest according to a plan

“Stay the course” does not mean blindly holding every investment forever. It means following a
strategy that is appropriate for your goals, time horizon, and risk tolerance. Your plan may
include rebalancing, reducing risk as a goal approaches, reviewing fees, or selling an
investment when its fundamentals have materially changed.

The key is to make those decisions deliberately rather than in response to a frightening headline
or a temporary decline.

Investing is for everyone

Wealth building is not limited to high-income earners or people with extensive financial
knowledge. Anyone can begin with a realistic plan, consistent contributions, and a willingness to
learn.

Financial freedom is usually built through repeated decisions over time—not through one perfect
investment. The most important advantage a new investor can develop is not the ability to
predict the market; it is the ability to remain disciplined when the market behaves exactly as it
always has: moving up, moving down, and rarely travelling in a straight line.



CHAPTER 2

Setting Your Financial Foundation

Before you invest your first dollar, it is essential to build a solid financial foundation. Investing
without a foundation is like building a house on sand — even great returns can be undone by
financial instability, high-interest debt, or a lack of clear goals. This chapter walks you through
the steps to prepare yourself for investing success.

Emergency Fund: Why You Need 3-6 Months of Expenses

An emergency fund is a dedicated pool of cash set aside to cover unexpected expenses
after loss of income for example job loss. Expenses that could be needed; car repairs,
medical emergencies, rentals or urgent home repairs. Without one, you may be forced to
sell your investments at an inopportune time (such as a market downturn) or take on

high-interest debt to cover emergencies.

e Target amount: 3 months of expenses if you have a stable job and low risk of income
disruption; 6 months if you are self-employed, have a single income household, or work

in a volatile industry.

e Where to keep it: A High-Interest Savings Account (HISA) or TFSA with cash/GIC.
It must be accessible within 1-3 business days.
e Do not invest your emergency fund in the stock market. The whole point is that it is

safe and available when you need it most.

I\ Priority Order

Build your emergency fund before investing. Without it, a single unexpected expense

could derail your entire investment plan.




Paying Off High-Interest Debt First

Not all debt is equal.

High-interest debt, such as credit cards (typically 19.99%— 29.99% APR in Canada) and
payday loans (up to 500%+ annualized), represents a guaranteed negative return on your

financial situation. It is nearly impossible to invest your way out of this type of debt.

> Paying off a credit card charging 20% is equivalent to earning a guaranteed 20%
return, better than almost any investment.
> Prioritize eliminating credit card balances, payday loans, and any personal loans

above 8-10% interest before investing.

Lower-interest debt (mortgage, student loans at 5—7%) can be carried alongside investing,

as the expected market return may exceed the interest cost.

Understanding Your Net Worth
Your net worth is the most important snapshot of your financial health. It is calculated simply:

Net Worth = Total Assets — Total Liabilities
e Assets: Cash, savings, investments, real estate value, RRSP/TFSA balances.

e Liabilities: Mortgage balance, car loan, student debt, credit card balances, line of
credit.
Track your net worth quarterly. A consistently growing net worth, even if it is currently negative,
is a sign you are moving in the right direction. Many successful Canadians began their wealth

journey with a negative net worth and built millions through consistent, disciplined habits.

A high income does not automatically translate into a high net worth. You can earn an
impressive salary yet still spend everything you make, live from paycheck to paycheck, or

become trapped in debt.

That is why financial literacy is at the heart of Thrive Nation Finance. Earning money is only one
part of building wealth; understanding how to manage, save, invest, and protect it is equally
important. With the right knowledge and habits, your income can become a tool for creating

lasting financial security and, ultimately, greater financial freedom.
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Important Note

In the financial freedom framework taught by Thrive Nation Finance, we define an asset as
something that generates income or puts money into your pocket. A liability, by contrast, is
something that regularly takes money out of your pocket.

This practical definition differs from the conventional definitions used in accounting and
traditional investment analysis. It is inspired by Robert Kiyosaki, whose work has significantly
influenced the financial freedom movement.

We use this approach because our focus is not simply on how an item is classified on a balance
sheet, but on how it affects your day-to-day cash flow and long-term financial freedom.

For example, we may consider a personal vehicle a liability if it does not generate income or
provide a financial return. Although the vehicle may be useful or necessary, it continuously takes
money from your pocket through fuel, maintenance, insurance, winter tires, registration, and
other costs.

Creating a Simple Budget Using the 50/30/20 Rule

The 50/30/20 Rule is a popular budgeting framework that divides your after-tax income into
three broad categories:

e 50% for needs: Housing, groceries, utilities, transportation, insurance, minimum debt
payments, and other essential expenses.

e 30% for wants: Entertainment, dining out, travel, hobbies, subscriptions, and other
lifestyle choices.

e 20% for savings and financial goals: Emergency savings, debt repayment, retirement
contributions, investments, and other long-term objectives.

However, the 50/30/20 Rule is a guide, not a strict rule. Your ideal percentages will depend on
your income, cost of living, debt, family responsibilities, and current financial priorities. The
framework is intended to help you organize your money, not make you feel like you have failed
when your circumstances require a different allocation.britannica+1

Adjust the ratios to your priorities

Your budget should reflect what matters most at a particular stage of life. If you have a pressing
short-term need, such as building an emergency fund, paying off high-interest debt, saving for a
home, or covering an upcoming family obligation, you may temporarily allocate more than 20%

toward that goal.

You may also need to reduce discretionary spending while addressing an urgent financial
priority. Once that goal is reached, you can adjust the budget again and redirect more money
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toward investing, retirement, or other objectives. Financial planning should be flexible because
your priorities will change over time.

Be careful with aggressive goals

Being aggressive with savings can be helpful when you have a specific need in the near future
and a clear plan for reaching it. However, an extremely aggressive approach to retirement
saving may require you to maintain intense financial restrictions for decades. If the plan leaves
no room for enjoyment, flexibility, or unexpected expenses, you may experience frustration or
burnout and eventually abandon it.

A sustainable plan is often more effective than a perfect plan that you cannot maintain. Your
budget should challenge you while remaining realistic enough to follow consistently.

Start with what you can manage

If saving 20% is not achievable right away, begin with whatever amount is realistic—even 5%.
The important thing is to start, build the habit, and increase your contributions as your income
rises, your expenses decrease, or your debt is paid down.

You can also use automatic transfers to make saving consistent. For example, a person earning
$4,000 after tax might begin by saving $200 per month, then increase that amount after
receiving a raise or paying off a loan.

Review your budget regularly

Your budget should change as your life changes. Review it when your income changes, your
rent or mortgage increases, you have a child, you take on new debt, or you reach an important
financial goal.

A useful budgeting process is to identify your short-, medium-, and long-term goals, calculate
how much each requires, and then adjust your monthly budget accordingly. Canadian financial
education guidance also recommends balancing short-term goals, emergency savings, and
long-term objectives rather than focusing on only one category.itools-ioutils.fcac-acfc.gc+1

The 50/30/20 Rule is therefore best viewed as a starting point. The real objective is to spend
intentionally, protect your financial stability, and consistently direct money toward the priorities
that matter most to you.
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Setting SMART Financial Goals

Vague goals like "l want to save more money" rarely succeed. SMART goals provide

structure and accountability:

Category

Percentage

What It Covers

Examples

Needs

50%

Essential living
expenses

Rent, groceries,
utilities,
transportation,
insurance,
minimum debt
payments

Wants

30%

Lifestyle and
discretionary
spending

Dining out,

subscriptions,
entertainment,
travel, clothing

Savings &
Investing

20%

Building your future

Emergency fund,
TFSA, RRSP,
FHSA, debt
repayment
beyond minimums

S — Specific: Define exactly what you want. ("I want to save $10,000 for a house down

payment.")

M — Measurable: Quantify your goal so you can track progress. ("l will save $834/month.")

A — Achievable: Ensure the goal is realistic given your income and expenses.

R — Relevant: Your goal should align with your broader financial plan and values.

T — Time-Bound: Set a clear deadline. ("l will reach $10,000 in 12 months.")

(71 SMART Goal Example

" will maximize my TFSA contribution of $7,000 by December 31, 2026, by automatically

transferring $584 per month from my checking account beginning September 1, 2026."

13




CHAPTER 3

Understanding Risk and Return

Every investment involves some degree of risk. Understanding what risk actually means — and
how it applies to your personal situation — is one of the most important skills you can develop
as an investor. This chapter demystifies risk and helps you identify your own comfort level.

What Is Investment Risk?

Investment risk refers to the possibility that an investment will not perform as expected, or
that you may lose some or all of the money you invested. Risk is not inherently bad — it is
the price you pay for the opportunity to earn higher returns. The goal is not to eliminate risk,
but to understand it, manage it, and take on only as much as is appropriate for your
situation.
Types of Risk

o Market Risk (Systematic Risk): The risk that the overall market declines, dragging

down most or all investments regardless of their individual quality. Cannot be

eliminated through diversification.

e Inflation Risk: The risk that your investment returns fail to keep pace with inflation,
reducing your real purchasing power over time. Particularly relevant for cash and

low-yield bonds.

e Liquidity Risk: The risk that you cannot quickly sell an investment at a fair price when
you need the money. Real estate, for example, has high liquidity risk compared to a

publicly traded ETF.

e Concentration Risk: The risk of holding too much of your portfolio in a single
stock, sector, or geographic region. If that one position fails, your entire portfolio is

devastated.

e Currency Risk: The risk that fluctuations in foreign exchange rates negatively affect
the value of your foreign investments. For example, a Canadian investor holding US

stocks is exposed to CAD/USD exchange rate movements.
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Risk Tolerance vs. Risk Capacity — What's the Difference?

These two terms are often confused but represent very different things:

Concept

Definition

Example

Risk Tolerance

Your emotional and
psychological comfort with
investment volatility and
potential losses. How do
you feel when your
portfolio drops 20%?

A person who panics and
sells during a downturn
has low risk tolerance
regardless of income.

Risk Capacity

Your financial ability to
absorb losses without it
affecting your standard
of living or financial
goals.

A young person with
stable employment, no
dependents, and a
30-year investment
horizon has high risk
capacity.

Your ideal investment strategy accounts for both. A portfolio that is perfectly appropriate

for your financial capacity but causes you to panic-sell at the first correction is not the

right portfolio for you.

Risk Tolerance Questionnaire

Answer the following five questions honestly to get a general sense of your risk tolerance.

Choose the answer that best reflects how you actually feel — not how you think you should

feel.

Question 1: How would you react if your investment portfolio dropped 25% in value over

six months?

A) | would sell everything immediately to stop further losses. (Low risk tolerance)

B) I would be very uncomfortable and consider moving to safer investments. (Low-moderate)

C) | would be concerned, but | would stay the course and wait for a recovery. (Moderate)

D) | would be largely unfazed; | know markets recover, and | might even buy more. (High)




Question 2: What is your primary investment goal?

A) Preserving the money | have; | cannot afford to lose any of it. (Low)

B) Generating modest, steady income with limited growth. (Low-moderate)

C) Balanced growth and income over the medium to long term. (Moderate)

D) Maximizing long-term growth; | accept short-term volatility for higher returns. (High)

Question 3: How long do you plan to keep your money invested before needing it?

A) Less than 2 years. (Low)
B) 2-5 years. (Low-moderate)
C) 5-10 years. (Moderate)

D) More than 10 years. (High)

Question 4: If you had $10,000 to invest, which scenario would you prefer?

A) A guaranteed return of $500 over one year. (Low)

B) A likely return of $800, with a small chance of a $200 loss. (Low-moderate)

C) A likely return of $1,500, with a moderate chance of a $500 loss. (Moderate)

D) A potential return of $3,000+, with a significant chance of a $1,500+ loss. (High)
Question 5: How stable is your current income and financial situation?

A) Very unstable; | have irregular income and no financial safety net. (Low)

B) Somewhat stable; | have a steady income but limited savings. (Low moderate)
C) Stable; | have a steady income, an emergency fund, and manageable debt. (Moderate)

D) Very stable; Strong income, solid emergency fund, low debt, long investment

horizon. (High)
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Interpreting Your Results

Mostly A's: Conservative investor; prioritize capital preservation with bonds, GICs, and
low-volatility assets.

Mostly B's: Moderate-conservative investor; consider a balanced portfolio with more
bonds than stocks.

Mostly C's: Moderate investor; a balanced or growth-oriented portfolio is likely
appropriate.

Mostly D's: Aggressive investor; you may be well-suited for a high-equity or all-equal
portfolio

The Risk-Return Tradeoff

The risk-return tradeoff is a fundamental principle of investing: to earn higher potential
returns, you must accept higher potential risk. There is no such thing as a high-return,

zero-risk investment and anyone who claims otherwise is not being honest with you.

Asset Class Approximate Historical Example
Risk Level Average Annual
Return
Cash / GICs Very Low 1% — 5% Bank savings

account, 1-year GIC

Government Bonds Low 2% — 5% Canadian
federal bonds

Corporate Bonds Low-Moderate 3% — 6% Investment-grad
e bond fund
Balanced Moderate 5% — 7% VGRO, XBAL
Funds/ ETFs
Canadian/US Moderate-High 7% — 10% TSX index, S&P
Equities 500 index
Small-Cap / High 8% — 12% Emerging
Emerging Markets market ETF
Cryptocurrency Very High Highly variable Bitcoin, Ethereum

(-80% to +500%+)
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How Age Affects Risk Tolerance

A general guideline in investing is that younger investors can afford to take on more risk

because they have more time to recover from market downturns, while older investors

approaching retirement should prioritize capital preservation.

The "100 minus Age" Rule

A traditional guideline suggests allocating a percentage equal to 100 minus your age to

equities, with the remainder in bonds. For example, a 30-year-old might hold 70% stocks

and 30% bonds. Some modern advisors update this to 110 or 120 minus your age to

account for longer life expectancies. This is a starting point, not a rigid rule — your

personal financial situation matters most.

Life Stage Approximate Age Suggested Rationale
Equity
Allocation
Early career 20s — 30s 80% — 100% stocks Long time
horizon, decades
to recover from
downturns
Mid-career 40s 60% — 80% stocks Building wealth,
still significant
time
horizon
Pre-retirement 50s — early 60s 40% — 60% stocks Shifting toward

capital preservation

Retirement

65+

20% — 40% stocks

Focus on income
generation and
capital protection
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CHAPTER 4

Types of Investments

The Canadian investment landscape offers a wide range of asset types; from ultra-safe
guaranteed deposits to volatile digital assets. Understanding each option, including its benefits,
risks, and ideal use cases, is essential to building a portfolio that matches your goals.

Cash and GICs (Guaranteed Investment Certificates)

A Guaranteed Investment Certificate (GIC) is a low-risk investment offered by Canadian
banks and credit unions. You deposit money for a set term (30 days to 5 years) at a fixed or
variable interest rate, and your principal is guaranteed.

Pros: Principal is 100% protected (up to CDIC limits), predictable returns, available in
TFSA and RRSP.

Cons: Low returns relative to equities; some GICs lock your money in for the full term
(non-redeemable GICs).

Ideal for: Emergency funds, short-term savings goals, conservative investors, or a
portion of a diversified portfolio.

Government Bonds and Corporate Bonds

A bond is essentially a loan you make to a government or corporation. In return, the issuer
pays you regular interest (called a coupon) and returns your principal at maturity. Government
bonds (e.g., Government of Canada bonds) are considered very low risk. Corporate bonds
pay higher interest but carry more risk depending on the issuer's creditworthiness.

Pros: Predictable income, lower volatility than stocks, useful for diversification
and capital preservation.

Cons: Returns typically lower than equities over the long run; bond prices fall when interest
rates rise; inflation can erode real returns.

Ideal for: Conservative and moderate investors, retirees seeking income, and as a
stabilizing component of a balanced portfolio.

Stocks (Equities)

When you buy a stock, you purchase a fractional ownership stake in a company. As the
company grows and becomes more profitable, the value of your shares typically increases.
Many stocks also pay dividends, regular cash distributions to shareholders.

Pros: Highest long-term return potential among traditional asset classes; dividend income;
ownership stake in real businesses.

Cons: Volatile in the short term; individual stocks can go to zero; requires research and
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monitoring; emotional discipline is critical.

Ideal for: Long-term investors with a 5+ year horizon who can tolerate market volatility.

Mutual Funds

A mutual fund pools money from many investors to purchase a diversified portfolio of stocks,
bonds, or other assets, managed by a professional fund manager. Mutual funds are priced
once per day after the market closes.

Pros: Instant diversification, professional management, available in most bank accounts,
no trading knowledge required.

Cons: Higher Management Expense Ratios (MERS), often 1.5% to 2.5% annually in Canada,
which significantly drag on long-term returns; limited trading flexibility.

Ideal for: Investors who prefer a hands-off approach and are comfortable with slightly
higher fees for professional management.

Exchange-Traded Funds (ETFs)

An ETF is similar to a mutual fund in that it holds a basket of assets, but it trades on a stock
exchange like a regular stock throughout the trading day. Most ETFs are passively managed
and track an index.

Pros: Very low MERs (often 0.05% to 0.25%), instant diversification, highly liquid,
tax-efficient, transparent holdings.

Cons: Requires a brokerage account and some comfort with trading; some investors trade
ETFs too frequently (undermining the long-term strategy).

Ideal for: DIY investors, cost-conscious investors, and anyone building a long-term portfolio
with minimal fees.

Real Estate Investment Trusts (REITs)

A REIT is a company that owns, operates, or finances income-generating real estate, such as
apartments, commercial buildings, hospitals, or retail centres. REITs trade on stock exchanges
and are required to distribute at least 90% of their taxable income as dividends.

Pros: Access to real estate without owning physical property, high dividend income, portfolio
diversification.

Cons: Sensitive to interest rate changes; REIT dividends are taxed as regular income (in
non-registered accounts); can be volatile in downturns.

Ideal for: Income-focused investors who want real estate exposure without the hassle of being
a landlord.
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Index Funds

An index fund is a type of mutual fund or ETF designed to replicate the performance of a
specific market index, such as the S&P 500, TSX Composite, or a global stock index. Rather
than trying to beat the market, index funds simply aim to match it.

Pros: Extremely low fees, broad market exposure, proven to outperform most actively
managed funds over the long run, simple to implement.

Cons: Will never outperform the market (by design); in a declining market, they fall with it.

Ideal for: Virtually all long-term investors, widely recommended by financial experts
including Warren Buffett for most retail investors.

Cryptocurrency

Cryptocurrency is a digital asset that uses blockchain technology to record transactions, often
without traditional financial intermediaries. Assets such as Bitcoin and Ethereum may offer
growth potential, exposure to financial technology, and a possible alternative investment
category. However, regulators classify crypto assets as highly risky, speculative, and volatile,
with the possibility of losing some or all of the money invested.securities-administrators+1

Pros

Potential for substantial long-term price appreciation.

Exposure to blockchain technology and emerging digital financial systems.
Accessible through online platforms, often with the ability to buy small amounts.
May provide an alternative asset category outside traditional stocks and bonds.
Some crypto networks support applications such as payments, smart contracts, and
decentralized finance.

Cons

Extremely high volatility and the possibility of severe or total losses.

Limited investor protection compared with traditional financial products.

Cryptocurrency platforms may be hacked, fail, become insolvent, or restrict withdrawals.
Transactions can be irreversible, and lost private keys may permanently eliminate
access to funds.

Prices may be driven heavily by speculation, media attention, and social-media hype.

e Liquidity, fees, regulation, taxation, and security arrangements can vary significantly by
asset and platform.investor+1
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Ideal for

Experienced investors who understand the risks and want limited speculative exposure.

Cryptocurrency should generally be treated as a small, high-risk part of a diversified portfolio,
not as a replacement for emergency savings, debt repayment, or long-term core investments.
Investors should use reputable, properly registered platforms where applicable, enable strong
security controls, and invest only money they can afford to lose.

Investment Comparison Summary Table

Investment Risk Level Potential Liquidity Best For
Type Return
Cash / GICs Very Low 1% — 5% Low—Medium Emergency
(GICs may be funds, short term goals,
locked) capital preservation
Government Low 2% — 5% Medium—-High Conservative
Bonds (via bond ETFs) investors, retirees,
portfolio stabilizer
Corporate Low—Moderate 3% — 7% Medium—High Moderate
Bonds (via bond ETFs) investors
seeking income above
government bonds
Stocks Moderate—High 7% — 12% Very High Long-term
(Equities) (traded daily) growth investors with 5+
year horizon
Mutual Funds | Varies (Low— 4% — 9% High Hands-off investors, those
High) (redeemable preferring professional
daily) management
ETFs Varies (Low— 4% — 10% Very High DIY, cost conscious, long
High) (traded daily) term investors
REITs Moderate 5% — 9% High (publicly Income-focused investors,
traded) real estate exposure
Index Funds Moderate 6% — 10% Very High Most long-term investors;
highly recommended
Cryptocurrency | Very High Highly Very High (but Speculative only ;
variable volatile) experienced investors
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CHAPTER 5

Registered vs. Non-Registered Accounts

Canada offers a suite of powerful registered accounts that provide significant
tax advantages to investors. Understanding how each account works, and
choosing the right one for your situation, can save you tens of thousands of
dollars over your investing lifetime. This chapter covers every major account
type in detail.

Registered Accounts

These are investment accounts registered with the Canada Revenue Agency (CRA) that

offer specific tax advantages. Each account type is designed for a particular purpose and

comes with its own rules around contributions, withdrawals, and eligible investments.

TFSA; Tax-Free Savings Account

The TFSA is one of the most powerful investment tools available to Canadians. Introduced in
2009, it allows you to invest and grow your money completely tax-free — including withdrawals.

Who qualifies: Any Canadian resident who is 18 years of age or older with a valid Social

Insurance Number (SIN).
Annual contribution limit (2024): $7,000 per year.

Lifetime cumulative limit (as of 2024): Approximately $95,000 (for someone who has

been eligible since 2009).

Tax treatment: Contributions are made with after-tax dollars. All investment growth —

dividends, interest, capital gains — is completely tax-free. Withdrawals are also 100% tax-free.

Withdrawal rules: You can withdraw any amount at any time for any reason. Withdrawn

amounts are added back to your contribution room the following calendar year.
What can be held inside: Stocks, ETFs, mutual funds, bonds, GICs, REITs, and cash.

Key caution: Over-contributing to a TFSA results in a 1% per month penalty tax on the excess

amount. Track your room carefully.
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TFSA Best Practice

The TFSA is best used for investments with the highest growth potential, such as equities
and ETFs, since all gains are permanently tax-free. Holding only cash or GICs in a TFSA

is a missed opportunity.

RRSP; Registered Retirement Savings Plan

The RRSP is Canada's primary retirement savings vehicle. Contributions are tax deductible,
making the RRSP particularly powerful for higher-income earners looking to reduce their tax bill

today while saving for tomorrow.

Contribution limit: 18% of your previous year's earned income, up to a maximum of
$31,560 for 2024. Unused room carries forward indefinitely.

Tax deduction benefit: Each dollar contributed to an RRSP reduces your taxable income
by one dollar. If you are in a 40% marginal tax bracket, a $10,000 RRSP contribution saves

you $4,000 in taxes today.
Growth: Investments grow tax-deferred, you do not pay tax on gains until you withdraw.

Withdrawals: Withdrawals are added to your income in the year taken and taxed at your

marginal rate. ldeally, you withdraw in retirement when your income (and tax rate) is lower.

Spousal RRSP: You can contribute to a Spousal RRSP in your partner's name to split

retirement income and reduce the household tax burden in retirement.

Home Buyers' Plan (HBP): First-time homebuyers can withdraw up to $35,000 from their

RRSP tax-free to purchase a qualifying home, which must be repaid over 15 years.

Lifelong Learning Plan (LLP): Allows withdrawals of up to $10,000/year (max $20,000

total) for full-time education or training, repayable over 10 years.

RRIF Conversion: Your RRSP must be converted to a Registered Retirement Income Fund
(RRIF) or used to purchase an annuity by December 31 of the year you turn 71. After

conversion, you must withdraw a minimum amount each year.
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FHSA; First Home Savings Account

The FHSA is Canada's newest registered account, introduced in 2023. It combines the best

features of the TFSA and RRSP specifically to help Canadians save for their first home.

Eligibility: Canadian residents who are first-time homebuyers (have not owned a home in

the current year or in the preceding four calendar years) and are at least 18 years old.

Annual contribution limit: $8,000 per year.
Lifetime contribution limit: $40,000.

Tax-deductible contributions: Like an RRSP, contributions reduce your taxable income.

Tax-free withdrawals: Like a TFSA, qualifying withdrawals for a first home purchase are

completely tax-free.
Unused funds: If you do not use the FHSA to buy a home, you can transfer funds to your

RRSP or RRIF without affecting your RRSP contribution room.

Account duration: Can remain open for up to 15 years.

RESP; Registered Education Savings Plan

The RESP is designed to help Canadian families save for a child's post-secondary
education. The government incentivizes RESP contributions through the Canada Education
Savings Grant (CESG).

CESG: The government matches 20% of the first $2,500 contributed per year per child, for a

maximum grant of $500/year and a lifetime maximum of $7,200 per beneficiary.

Low-income families may also qualify for the Canada Learning Bond (CLB) of up to $2,000;

no contribution required to receive it.

Who can open one: Any Canadian resident, parents, grandparents, other relatives, or friend

of the child.

Contribution rules: No annual limit, but lifetime limit of $50,000 per beneficiary.

Contributions are not tax-deductible.

Growth: Investments grow tax-deferred. When withdrawn for education (as Educational

Assistance Payments), the income is taxed in the student's hands, typically at a very low rate.

S
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If child does not pursue post-secondary: You can transfer up to $50,000 of RESP earnings

to your RRSP (subject to room), or the grant money must be returned to the government.

RDSP: Registered Disability Savings Plan

The RDSP is a long-term savings plan for Canadians with disabilities who qualify for the
Disability Tax Credit (DTC). It is designed to help individuals and their families save for

long-term financial security.

The federal government may provide up to $70,000 in Canada Disability Savings Grants
(CDSG) and up to $20,000 in Canada Disability Savings Bonds (CDSB); a bond for

low-income beneficiaries that requires no contribution.

Lifetime contribution limit: $200,000 per beneficiary. Contributions are not tax-deductible,

but investments grow tax-deferred.
Withdrawals are taxed as income of the beneficiary (typically low income).

Ideal for families planning for the long-term care and financial security of a family member

with a disability.

Non-Registered Accounts

A non-registered account (also called an "open" or "taxable" account) is a standard
brokerage or investment account with no special tax status. There are no contribution limits,

but all investment income is taxable each year.

When to Use a Non-Registered Account

You have maximized your TFSA and RRSP contribution room and still have money to

invest.

You need flexibility to withdraw funds at any time without restrictions.

You are saving for a medium-term goal (3—10 years) that does not fit within a registered
account's purpose.

You want to hold investments with specific tax advantages (like Canadian eligible

dividends).
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Tax Implications in Non-Registered Accounts

Capital Gains:

When you sell an investment for more than you paid, the profit is a capital gain

In Canada, 50% of capital gains are included in your taxable income

(the inclusion rate"). This means if you earn a $10,000 capital gain, $5,000 is added to your

income and taxed at your marginal rate.
Canadian Eligible Dividends:

Taxed favourably thanks to the Dividend Tax Credit, which reduces the effective tax rate
significantly. Many Canadian investors in lower tax brackets pay little to no tax on eligible

dividends.
Interest Income:

Taxed as 100% ordinary income, the least tax-efficient investment income type. GICs and

bonds held in non-registered accounts are least efficient from a tax perspective.
Attribution Rules for Spousal Accounts:

If you transfer money to your spouse to invest, the resulting investment income may be
"attributed" back to you and taxed in your hands, preventing income splitting. Careful
planning is required. A spousal loan at the CRA prescribed rate can be used as a legal

income-splitting strategy.
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CHAPTER 6

Managed vs. Self-Directed Accounts

Once you have decided what types of accounts to use, your next decision is how you want
those accounts managed. There are two broad approaches: having a professional (or
algorithm) manage your money for you, or rolling up your sleeves and managing your own
investments. Neither is universally better; the right choice depends on your knowledge, time,
and preferences.

Managed Accounts

In a managed account, a professional financial advisor or automated platform (robo-advisor)
makes investment decisions on your behalf based on your risk tolerance, goals, and time

horizon. You deposit money and let the manager handle the rest.
Types of Managed Accounts
e Full-Service Financial Advisors: Human advisors at banks or investment firms who
build and manage a personalized portfolio. Often come with financial planning services.
Higher fees (typically 1%—2%+ annually, embedded in fund MERSs or charged as an
advisory fee).
e Robo-Advisors: Automated platforms that use algorithms to build and rebalance
diversified portfolios based on your questionnaire responses. Lower fees than

full-service advisors. Major Canadian options include:

o Wealthsimple Managed: Canada's most popular robo-advisor; portfolios of

ETFs; 0.5% fee (on balances under $100K) or 0.4% (over $100K).

o RBC InvestEase: RBC's robo-advisor offering; low minimums; portfolios of

iShares ETFs.

o Questwealth Portfolios: Questrade's robo-advisor service; very

competitive fees (0.20%—0.25%); actively rebalanced ETF portfolios.
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Pros of Managed Accounts

e Completely hands-off; the platform or advisor handles everything.
e Automatic rebalancing keeps your portfolio aligned with your goals.

e Professionally diversified portfolios reduce the risk of poor individual decisions.

e Emotional guardrails — you are less likely to panic-sell when a manager holds the wheel.

e Financial planning services (full-service advisors) can address holistic needs.

Cons of Managed Accounts

e Management fees (MER + advisory fee) reduce your net returns. Even 1% annually

can cost tens of thousands of dollars over a 30-year investing career.

e Less control over individual holdings and investment decisions.
e Potential conflicts of interest - some advisors earn commissions for

recommending certain products.

e Robo-advisors lack personalized financial planning beyond portfolio

management.

Ideal For

e Beginners who are not yet confident in managing their own investments.
e Busy professionals who do not have time to research and monitor a portfolio.
e Investors who know they are prone to emotional decision-making.

e Those who value convenience over minimizing fees.
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Self-Directed Accounts

In a self-directed account (also called a discount brokerage account), you choose your own
investments, execute your own trades, and manage your own portfolio. You are in full control

and fully responsible.

Types of Self-Directed Accounts

Self-directed accounts are available through discount brokerages — platforms that offer

low-cost trading without personalized advice. Major Canadian options include:
e Questrade: Popular DIY platform; free ETF purchases; $4.95-$9.95 per stock trade.

e Wealthsimple Trade: Commission-free CAD stock trades; 1.5% FX fee on USD

trades; intuitive mobile app.

e TD Direct Investing: Full-featured platform (WebBroker); $9.99/trade (free for TD

e-Series mutual funds).

e CIBC Investor's Edge: $6.95/trade; solid platform for CIBC customers.

Pros of Self-Directed Accounts

e Significantly lower fees, keeping more of your returns working for you.
e Full control over every investment decision.

e Flexibility to invest in any publicly traded security.

e Excellent learning opportunity; managing your own money teaches you financial

skills that last a lifetime.

Cons of Self-Directed Accounts
e Requires investment knowledge, time commitment, and ongoing research.

e Emotional decision-making (panic selling, chasing returns) can destroy returns.

e No built-in financial planning support.

e Easy to make costly mistakes without guidance.
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Ideal For

e DIY investors who enjoy researching and managing their finances.

e Cost-conscious investors who want to minimize fees.

e Those willing to invest time to learn investing fundamentals.

e Experienced investors who no longer need hand-holding.

Managed vs. Self-Directed Comparison Table

Feature Managed Account Self-Directed Account
Cost Higher — typically 0.20%— 2.0%+ Lower — trading
annually in commissions only ($0—
management fees $9.99/trade); very low ETF
MERs
Control Low — advisor or algorithm makes Full — investor chooses and

all decisions

executes every trade

Effort Required

Minimal — deposit money and
review periodically

Moderate to High — ongoing
research, monitoring, and
rebalancing

Best For Beginners, busy individuals, DIY investors, cost
emotionally driven investors conscious, financially
knowledgeable individuals
Examples Wealthsimple Managed, Wealthsimple Trade,

Questwealth, RBC
InvestEase, full-service
advisors

Questrade, TD Direct, CIBC
Investor's Edge

Thrive Nation Tip

Many Canadians start with a robo-advisor while they learn the basics, then gradually

transition to self-directed investing as their knowledge and confidence grow. There is no

shame in starting with a managed account, the most important step is to simply start.
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CHAPTER 7

Building Your Investment Portfolio

With a solid financial foundation established and a clear understanding of account types and
investment vehicles, you are now ready to build your portfolio. A well constructed portfolio is
one of the most important determinants of your long-term investment success.

Asset Allocation Explained

Asset allocation refers to how you divide your portfolio among major asset classes: stocks
(equities), bonds (fixed income), and cash. It is the single most important decision you will
make as an investor. Studies suggest asset allocation accounts for more than 90% of

long-term portfolio performance variability.

e Stocks: Higher long-term growth potential, higher short-term volatility. Drive portfolio
growth.
e Bonds: Lower return, lower volatility. Provide stability and income, cushioning

stock market downturns.

e Cash/GICs: Lowest return, lowest risk. Provides liquidity and capital

preservation for short-term needs.

Your ideal asset allocation depends on your risk tolerance, risk capacity, investment timeline,

and financial goals.

The Importance of Diversification

Diversification: the practice of spreading investments across many different assets,
sectors, and geographies. It is the most powerful risk management tool available to

investors. As the saying goes: don't put all your eggs in one basket.

e Holding 500 stocks (via an index ETF) instead of 1 or 2 individual stocks dramatically

reduces the risk that any single company failure wipes out your portfolio.

e Geographic diversification (Canadian, US, international, emerging markets) protects

against country-specific economic downturns.

e Sector diversification (technology, financials, healthcare, energy, etc.) reduces

the impact of any one industry declining.
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e A globally diversified, low-cost ETF portfolio is one of the most reliable ways to achieve

long-term wealth growth.

Sample Portfolios by Investor Profile

Conservative Portfolio (40% Stocks / 60% Bonds)

Designed for investors with low risk tolerance, a short-to-medium time horizon, or those in or

approaching retirement. Prioritizes stability and capital preservation over maximum growth.

Asset Class Allocation Example ETF

Canadian Bonds 30% ZAG (BMO Aggregate
Bond ETF)

Global Bonds 30% BNDW (Vanguard
Total World Bond
ETF)

Canadian Equities 15% VCN (Vanguard FTSE

Canada All Cap ETF)

US Equities 15% VUN (Vanguard US
Total Market ETF)

International Equities 10% XEF (iShares Core
MSCI EAFE IMI ETF)

Balanced Portfolio (60% Stocks / 40% Bonds)

A classic "balanced" approach for moderate investors with a medium-to-long time horizon.
Provides meaningful growth potential while limiting extreme volatility. Popular pre-built
options include VBAL or XBAL all-in-one ETFs.

Growth Portfolio (80% Stocks / 20% Bonds)

Designed for growth-oriented investors with a long time horizon (10+ years) who can handle
more volatility in exchange for higher long-term returns. Pre-built options include VGRO or
XGRO all-in-one ETFs.
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Aggressive Growth Portfolio (100% Stocks)

Appropriate for young investors with a 20+ year horizon who have high risk capacity and
tolerance. Fully invested in equities for maximum long-term growth potential. Pre-built options
include VEQT (Vanguard All-Equity ETF Portfolio) or XEQT (iShares Core Equity ETF

Portfolio) — containing thousands of global stocks in a single fund.

All-in-One ETFs for Canadian Investors

VEQT, VGRO, VBAL, XEQT, XGRO, and XBAL are all-in-one portfolio ETFs that
provide instant global diversification in a single fund. They automatically rebalance and
are ideal for both beginners and experienced DIY investors who want simplicity. These

are among the most recommended investment products for everyday Canadians.

Dollar-Cost Averaging (DCA)

Dollar-cost averaging (DCA) is the practice of investing a fixed dollar amount at regular
intervals, weekly, bi-weekly, or monthly, regardless of market conditions. Rather than trying to
time the market (which is nearly impossible), DCA ensures you buy more shares when prices

are low and fewer when prices are high.

~/ DCA Example
Suppose you invest $500/month into a VEQT ETF over 6 months:

Month ETF Price Amount Invested Units Purchased
January $40.00 $500 12.5 units
February $35.00 $500 14.3 units
March $30.00 $500 16.7 units
April $33.00 $500 15.2 units
May $38.00 $500 13.2 units
June $42.00 $500 11.9 units

You invested $3,000 total and acquired 83.8 units at an average cost of $35.80/unit — lower
than the June price of $42.00. DCA protects you from buying all your units at the peak.
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Rebalancing: What It Is and How Often to Do It

Rebalancing is the process of restoring your portfolio to its target asset allocation after market
movements have shifted it. For example, if stocks perform well and grow from 60% to 72% of
your portfolio, you may sell some stocks and buy bonds to return to your 60/40 target.

e How often: Review your portfolio at least once per year. Many investors rebalance
annually, semi-annually, or when an asset class drifts more than 5% from its target.

e In registered accounts: Rebalance freely inside TFSAs and RRSPs; no tax
consequences for selling.

e In non-registered accounts: Selling to rebalance may trigger capital gains tax; use
new contributions to rebalance where possible.

e All-in-one ETFs (VEQT, XGRO, etc.) rebalance automatically; a major benefit for
passive investors.

Core and Satellite Portfolio Approach
The core and satellite approach blends passive and active investing:

e Core (70%-90% of portfolio): Broad, low-cost, passively managed index ETFs that
form the stable foundation of your portfolio. Examples: XEQT, VGRO, XAW, VCN.

e Satellite (10%-30% of portfolio): Smaller positions in individual stocks, sector
ETFs, REITs, or other targeted investments you have conviction in. These can
outperform (or underperform) the core.

This approach gives you the stability and low cost of passive investing while allowing
some room for personalized selections, without taking on the risk of going entirely into
individual stocks.
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CHAPTER 8

Canadian Investment Platforms and Brokers

Choosing the right platform is an important step in your investing journey. Canada has a
diverse range of investment platforms — from major bank brokerages to innovative fintech
apps. This chapter reviews each major platform so you can find the best fit for your needs.

Wealthsimple Trade

Wealthsimple Trade is Canada's most popular DIY investing app, built for simplicity and
accessibility. It was the first commission-free stock trading platform in Canada.

e Account types: TFSA, RRSP, FHSA, personal (non-registered).

e Fees: Commission-free for CAD-denominated trades. A 1.5% currency conversion fee
applies to USD-denominated trades (reduced to 0.5% for Wealthsimple Premium
members).

e Features: Fractional shares, auto-invest, crypto trading, clean and intuitive mobile app, no
minimum balance.

e Best for: Beginners, mobile-first investors, and cost-conscious Canadians looking for a
simple interface to invest in Canadian stocks and ETFs.

Questrade

Questrade is one of Canada's most established independent discount brokerages, offering a
strong balance of low fees, powerful tools, and broad account support.

e Account types: TFSA, RRSP, FHSA, RESP, RDSP, LIRA, LIF, corporate, margin, and
non-registered accounts.

e Fees: $4.95-$9.95 per stock trade. ETF purchases are free (selling ETFs incurs a
standard commission). Minimum $1,000 to open.

e Platforms: Questrade Edge (desktop/web), IQ Web, and a mobile app.

e Best for: DIY investors who primarily buy ETFs (free purchases make it very cost-effective),
intermediate to advanced investors who want a full-featured platform.
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TD Direct Investing

TD Direct Investing is the self-directed arm of TD Bank, one of Canada's Big Five banks. It
offers a comprehensive platform with wide account support and integration with TD banking
services.
e Account types: TFSA, RRSP, FHSA, RESP, RDSP, margin, non-registered, and corporate
accounts.

e Fees: $9.99 per trade (active traders with 150+ trades/quarter pay $7.00).

TD e-Series mutual funds are commission-free and are a popular option for passive
investors building a simple, low-cost portfolio.

e Platform: WebBroker — a well-established, full-featured online brokerage platform with
research tools, screeners, and TD Economics integration.

e Best for: Existing TD customers, those who want integration with TD banking, and
investors who prefer the reassurance of a Big Five bank.

RBC Direct Investing

RBC Direct Investing is the self-directed investing platform of the Royal Bank of Canada,
offering a reliable and well-integrated platform for existing RBC clients.

e Account types: TFSA, RRSP, FHSA, RESP, margin, non-registered, and corporate
accounts.

e Fees: $9.95 per trade, waived for clients who meet certain criteria (Royal Circle clients,
accounts with $250,000+ in assets, or active trading clients).

e Features: Integrated with RBC Online Banking, research tools from RBC Capital Markets,
and portfolio analytics.

e Best for: Existing RBC clients, those who prefer a Big Five bank platform, and investors who

want seamless integration between banking and investing.

CIBC Investor's Edge

CIBC Investor's Edge is a straightforward discount brokerage from CIBC, offering
competitive pricing and integration with CIBC banking services.

e Account types: TFSA, RRSP, FHSA, RESP, RDSP, margin, non-registered, and corporate
accounts.

e Fees: $6.95 per trade: among the lowest flat-rate commissions of any Big Five bank
brokerage in Canada. Young investors under 25 qualify for a reduced rate.

e Best for: CIBC banking customers, cost-conscious investors who prefer a bank
brokerage, and those who want a simple, no-frills self-directed experience.
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Scotia iTRADE

Scotia iTRADE is Scotiabank's self-directed investing platform, offering a full range of
investment products and account types with solid research and screening tools.

e Account types: TFSA, RRSP, FHSA, RESP, margin, non-registered, and more.

e Fees: $9.99 per trade (reduced to $4.99 for active traders with 150+ trades/quarter). Some
ETFs are available commission-free through partnerships.

e Features: FlightDesk advanced trading platform, Morningstar research integration, stock
screeners.

e Best for: Scotiabank customers, active traders who want advanced tools, and investors
who value premium research access within a bank platform.

National Bank Direct Brokerage

National Bank Direct Brokerage made headlines in 2023 when it became the first major bank
brokerage in Canada to eliminate commissions on all stock and ETF trades; setting a new
benchmark for the industry.

e Account types: TFSA, RRSP, FHSA, RESP, RDSP, margin, non-registered, and corporate
accounts.
e Fees: Commission-free on stocks and ETFs (as of 2023). Options trading: $0.75/contract.

e Features: Clean web and mobile platform, solid research tools, real-time quotes.
e Best for: Cost-conscious Canadian investors who want zero-commission trading within a
trusted bank environment, particularly those banking with National Bank.

Wealthsimple Managed (Robo-Advisor)

Wealthsimple Managed is Canada's leading robo-advisor, offering professionally managed,
globally diversified ETF portfolios tailored to your risk profile, all with very low minimums and
no minimum balance.

e Account types: TFSA, RRSP, FHSA, RESP, non-registered.

e Fees: 0.5% per year on balances under $100,000; 0.4% on balances over $100,000.
Underlying ETF MERs are additional (typically 0.2% -- 0.3%).

e Features: Automatic rebalancing, dividend reinvestment, Socially Responsible Investing
(SRI) portfolios, Halal investing portfolios, no minimum balance.

e Best for: Beginners, investors who want a completely hands-off approach, those
interested in SRI/ESG or Halal investing options.
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Questwealth Portfolios

Questwealth Portfolios is Questrade's robo-advisor offering, distinguished by its
industry-leading low management fees, making it the most cost-effective robo advisor in
Canada.

e Account types: TFSA, RRSP, FHSA, RESP, non-registered.

e Fees: 0.20% per year for balances under $100,000; 0.25% for balances over $100,000. Plus
underlying ETF MERSs (approximately 0.17% -- 0.22%).

e Features: Actively monitored and rebalanced portfolios, SRI portfolio option, $1,000
minimum to open.

e Best for: Cost-conscious investors who want the simplicity of a robo-advisor but are
sensitive to management fees. The total cost is among the lowest of any managed portfolio
service in Canada.

Common Brokers

Interactive Brokers
Fidelity

Moomoo Canada
Qtrade Direct Investing
Questrade

CG Direct
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CHAPTER 9

Tax-Smart Investing in Canada

Taxes are one of the largest drags on investment returns, but with the right strategies, you can
legally minimize the tax you pay and keep more of your hard earned gains. This chapter walks
through the key tax concepts every Canadian investor needs to understand.

Capital Gains Tax in Canada

When you sell an investment for more than you paid, the profit is called a capital gain. In
Canada, capital gains are taxed at a preferential rate compared to employment income,
because only a portion of the gain is included in your taxable income.

e Inclusion rate: 50% of capital gains are included in your taxable income. This means if
you earn a $20,000 capital gain, only $10,000 is added to your income and taxed at
your marginal rate.

e Example: You buy 100 shares of a stock at $50 each ($5,000 total) and sell them for
$100 each ($10,000 total). Your capital gain is $5,000. The taxable portion is $2,500
(50% inclusion), taxed at your marginal rate — if that is 40%, you owe $1,000 in tax.
The effective tax rate on the capital gain is only 20%.

e Capital losses can be used to offset capital gains in the same year, or carried back 3
years or forward indefinitely to reduce future capital gains taxes.

Tax-Loss Harvesting

Tax-loss harvesting is the practice of deliberately selling investments that are currently at a
loss to realize a capital loss, which can then be used to offset capital gains elsewhere in your
portfolio, reducing your overall tax bill.

> |dentify investments in your non-registered account that are currently showing a
loss.

> Sell the investment to crystallize the capital loss.

> Use the realized loss to offset capital gains from other sales in the same year
(or carry forward/back).

> Optionally, reinvest the proceeds in a similar (but not identical) investment to
maintain your portfolio's market exposure.

Important:

Tax-loss harvesting only applies to non-registered accounts. There are no capital gains (or
losses) inside TFSAs or RRSPs.
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The Superficial Loss Rule

The CRA's superficial loss rule prevents investors from claiming a capital loss if they or an
"affiliated person" (such as a spouse), repurchases the same or identical investment within
30 days before or after the sale. If this occurs, the loss is denied and added to the adjusted

cost base (ACB) of the repurchased security instead.

e To avoid the superficial loss rule, wait at least 30 days before repurchasing the same
security.

e Alternatively, purchase a similar but not identical investment; for example, selling XIU
(iShares S&P/TSX 60 ETF) and repurchasing XIC (iShares Core S&P/TSX Capped

Composite ETF) to maintain Canadian equity exposure without triggering the rule.

Dividend Tax Credit for Canadian Eligible Dividends

Dividends received from Canadian corporations are classified as either eligible dividends
(from most public companies) or ineligible (non-eligible) dividends. Eligible dividends

receive favourable tax treatment through the Dividend Tax Credit (DTC).

e Eligible dividends are "grossed up" by 38% for tax purposes, but you then claim a
federal Dividend Tax Credit of 15.0198% (plus a provincial credit).

e For many Canadians in low-to-moderate tax brackets, the effective tax rate on eligible
Canadian dividends is significantly lower than on interest income — in some cases,
near zero.

e This makes Canadian dividend-paying stocks particularly attractive in non registered

accounts for lower-income investors.

Foreign Withholding Taxes on US Dividends

When a Canadian investor holds US stocks or ETFs that pay dividends, the US government
withholds a 15% tax on those dividends (under the Canada-US Tax Treaty). How this

withholding tax is treated depends on which account you hold the investment in:
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Account Type US Dividend Withholding Tax Recommendation
Treatment
RRSP Exempt under the Canada US Tax Best account for holding
Treaty; no withholding tax on US US listed ETFs (e.g., VTI,
dividends held directly. SPY) to avoid withholding
tax.
TFSA 15% withholding tax applies; the IRS Avoid US-listed ETFs in

does not recognize TFSAs as a
pension plan.

TFSA; use
Canadian-listed ETFs
like VUN or XUU
instead.

Non-Registered

15% withholding tax

applies, but is recoverable as a
foreign tax credit on your Canadian
tax return.

Recoverable; less
impactful than in TFSA
where it is permanently
lost.

RRSP vs. TFSA:

Which to Prioritize?

This is one of the most common questions in Canadian personal finance. The answer

depends primarily on your current and expected future marginal tax rates.

Situation Prioritize Reason

You are in a high tax RRSP first Get a large tax deduction

bracket now (40%+) today; withdraw at a lower

and expect a lower rate rate in retirement.

in retirement

You are in a low or TFSA first RRSP deduction is less

moderate tax bracket now valuable; tax-free growth in
TFSA is more beneficial.

You are saving for a FHSA first Combines tax-deductible

first home contributions and tax-free
withdrawals for the first home.

You anticipate TFSA first RRSP withdrawals count as

significant government income and can claw back

benefits in retirement OAS/GIS benefits; TFSA

(OAS, GIS) withdrawals do not.

You have both Both — maximize both Contribute to RRSP for the

contribution room deduction, then top up TFSA

available for tax-free flexibility.
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CHAPTER 10

Staying the Course: Investor Psychology & Long-Term
Success

You now have the knowledge to build a strong, diversified investment portfolio. But
knowing what to do and actually doing it, especially when markets are in turmoil, are
two very different things. This final chapter addresses the most underrated aspect of
successful investing: your behaviour.

Common Investor Mistakes

e Panic Selling: Selling investments during a market downturn "to stop the bleeding." This
locks in losses and causes investors to miss the recovery. Markets have always recovered —

eventually. Selling at the bottom is one of the most costly mistakes an investor can make.

e Chasing Returns: Buying whatever performed best last year or last quarter. By the time
something becomes widely popular, much of the gain has already occurred. "Past performance

is not indicative of future results."

e Market Timing: Trying to predict the "perfect" time to buy or sell. Academic research
consistently shows that even professional fund managers cannot reliably time the market.
Missing just the 10 best trading days in any given decade can cut your returns in half.

e Overtrading: Buying and selling too frequently generates transaction costs, tax events, and

typically worse outcomes than a simple buy-and-hold strategy.

e Neglecting fees: Ignoring the long-term impact of high management expense ratios. A
seemingly small difference of 1% in annual fees can reduce your final portfolio value by over

20% over 30 years.

e Concentrated portfolios: Putting too much into a single stock, sector, or country — even

one you feel strongly about.
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Behavioural Biases That Hurt Investors

Bias

What lt s

How It Hurts You

How to Counter It

Loss Aversion

The pain of losing
money feels roughly
twice as powerful as the
pleasure of gaining the
same amount.

Causes investors to
sell winners too early,
hold losers too long,
or avoid investing
altogether.

Focus on your long term
plan and overall portfolio
value, not day-to-day
fluctuations.

Confirmation
Bias

Seeking out information
that confirms your
existing beliefs and
ignoring contradictory
evidence.

Leads to
overconfidence in
specific stocks or
sectors; missed red
flags.

Actively seek out opposing
viewpoints before making
any investment decision.

Herd Mentality

Following what everyone
else is doing - buying
when the crowd buys,
selling when the crowd
sells.

Causes investors to
buy at peaks and sell
at bottoms; the exact
opposite of smart
investing.

Have a written

investment policy
statement and refer to it
before any major decision.

Recency Bias

Overweighting recent
events and assuming
current trends will

continue indefinitely.

Leads to buying after a
bull market peak or
refusing to invest after
a crash.

Zoom out - look at 20-30
year market charts to gain
perspective.

What to Do During a Market Downturn

e Do nothing. If your portfolio is properly diversified and aligned with your risk tolerance,
the best action during a downturn is often inaction. Resist the urge to sell.
e Review your plan, not your portfolio balance. Open your investment policy

statement and remind yourself of your long-term goals and strategy.

e Continue or increase your contributions. Dollar-cost averaging during a downturn
means you are buying more units at lower prices, setting up for stronger gains in the

recovery.

e Rebalance if appropriate. A significant downturn may shift your allocation away from
your target;rebalancing means buying more of what has fallen (equities) and may
accelerate your recovery.

e Turn off the financial news. Constant coverage of market declines amplifies fear. Limit
consumption of financial media during volatile periods.

e Remember history. Every single market crash in Canadian and global history; the
2008 financial crisis, the 2020 COVID crash, the 2022 bear market, was eventually
followed by a full recovery and new highs.
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The Long-Term Track Record of Markets

One of the most powerful facts available to long-term investors is the historical
performance of stock markets:

The S&P 500 (US large-cap stocks) has returned approximately 10% per year on
average (before inflation) over the past 100 years.

The TSX Composite (Canadian market) has delivered similar long-term returns,
driven by financials, energy, and materials.

A $10,000 investment in the S&P 500 index in 1990 would have grown to over
$220,000 by 2024, even through multiple major crashes.

There has never been a 20-year period in US market history where a

diversified, low-cost equity portfolio produced a negative return.

Patience and discipline are not just virtues; they are investment strategies. Time in the market
consistently outperforms timing the market.

Automating Your Investments

Automation is one of the most powerful tools available to everyday investors. By setting up
automatic contributions, you remove the two biggest obstacles to investing success: inertia
and emotion.

Set up automatic weekly, bi-weekly, or monthly transfers from your checking account to
your TFSA or RRSP.

Use your brokerage's automatic investment feature to immediately invest contributions
into your chosen ETF or portfolio.

Automate RRSP contributions to arrive before the March 1 contribution deadline.
Automation enforces the "pay yourself first" principle; your savings happen before you
have a chance to spend.

Reviewing and Updating Your Plan Annually

Your investment plan should be a living document; reviewed and updated at least once per
year, or after any major life event (marriage, new child, job change, home purchase).

Review your asset allocation and rebalance if needed.

Confirm your contribution limits and maximise registered accounts.

Update your beneficiary designations as life changes.

Reassess your risk tolerance; it may shift as you age, accumulate wealth, or experience
life changes.

Track your net worth annually and celebrate the progress you are making.
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Celebrating Milestones and Staying Motivated

The investing journey is long, decades long. Staying motivated requires
acknowledging and celebrating the milestones along the way:

First $1,000 invested

First $10,000 in total investments

First fully maximized TFSA contribution year

First $50,000, $100,000, $250,000 portfolio milestone

First year where your investment gains exceed your annual salary contribution

Share your journey with a community; accountability and shared experiences accelerate
growth. The Thrive Nation Finance community is here to support you at every stage.

Resources & Recommended Reading

Your financial education does not end with this guide. The following resources are trusted,
high-quality tools to deepen your knowledge and stay informed as a Canadian investor.

Canadian Government Resources

Canada Revenue Agency (CRA): Official rules for TFSA, RRSP, FHSA, and all
registered accounts: canada.ca/en/revenue-agency

Financial Consumer Agency of Canada (FCAC): Budgeting tools, financial literacy
resources, and consumer protection: canada.ca/en/financial consumer-agency
Ontario Securities Commission (OSC): Investor education, fraud prevention, and
Ontario securities regulation: osc.ca

Canadian Investor Protection Fund (CIPF): Protects client assets if a member
investment dealer becomes insolvent: cipf.ca

Books

The Wealthy Barber by David Chilton - A Canadian classic; teaches personal
finance fundamentals through storytelling. Essential reading for every Canadian.
The Little Book of Common Sense Investing by John C. Bogle - The founder of
Vanguard makes the definitive case for low-cost index fund investing.

I Will Teach You to Be Rich by Ramit Sethi - A practical, no-judgment guide to
automating your finances for young adults.

Millionaire Teacher by Andrew Hallam - Written by a Canadian teacher who
became a millionaire on a teacher's salary through index investing. Directly
applicable to everyday Canadians.

The Intelligent Investor by Benjamin Graham - The foundational text of value
investing; Warren Buffett calls it the best investing book ever written.

Rich Dad Poor Dad by Robert Kiyosaki — A personal finance classic that
contrasts two different approaches to money, work, and wealth-building.
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Websites & Tools

e Canadian Couch Potato (canadiancouchpotato.com): The definitive resource for
passive index investing in Canada. Free model portfolios and straightforward
guidance.

e MoneySense (moneysense.ca): Trusted Canadian personal finance publication
covering budgeting, investing, real estate, and retirement.

e Morningstar Canada (morningstar.ca): Comprehensive fund and ETF research,
ratings, and portfolio analysis tools.

e Wealthsimple Magazine: Accessible, beginner-friendly articles on investing,
personal finance, and the Canadian financial landscape.

e justETF.com — Powerful ETF screening and comparison tool, including
Canadian-listed ETFs.

e XEQT, VEQT, VGRO: Research these all-in-one ETFs as a starting point for building a
simple, globally diversified portfolio.

e AdjustedCostBase.ca: Free tool for tracking the Adjusted Cost Base (ACB) of your
investments in non-registered accounts.

e Thrive Nation Finance (www.thrivenationfinance.com): For empowering and well
researched articles and guides on personal finance.

Podcasts

e Build Wealth Canada: In-depth Canadian personal finance and investing strategies
hosted by Kornel Szrejber, with a focus on FIRE (Financial Independence, Retire
Early) for Canadians.

e Rational Reminder: Evidence-based investing discussions by PWL Capital. Deep dives
into academic research, factor investing, and long-term portfolio management.

e Motley Fool Money: Entertaining and informative stock market analysis, interviews
with business leaders, and investing ideas.

e Canadian Couch Potato Podcast: The companion podcast to the popular website;
practical guidance on passive investing for Canadians.
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A Closing Message from Thrive Nation Finance

To you, the person reading these words, thank you!

Thank you for investing your time in this guide, taking your financial future seriously, seeking
knowledge, asking questions, and believing that a better financial life is possible. It is—and you
are already on the path.

Every great investor started where you are today. Warren Buffett bought his first stock at age 11
with savings from his paper route. The everyday millionaires described in The Millionaire Next
Door and Millionaire Teacher were not lottery winners or trust-fund heirs. They were teachers,
bus drivers, nurses, and office workers who made consistent, disciplined choices over many
years. That same path is available to you.

You do not need to be perfect or have everything figured out today. You simply need to take your
next step. Open that TFSA, set up a $50 monthly transfer, download a brokerage app, or make
your first investment. Every journey begins with one step—and educating yourself is one of the
most important.

At Thrive Nation Finance, we believe wealth-building is a community endeavour. We grow faster
when we learn together, hold each other accountable, celebrate victories, and support one
another through setbacks. No one thrives in isolation. This community is here for you from your
first investment to your first million and beyond.

Follow Thrive Nation Finance for ongoing tips, strategies, platform reviews, Canadian tax
updates, investment ideas, and honest, empowering content to help you become a more
confident investor. Share this guide with someone who needs it. Never stop learning, growing,
or believing that financial freedom is within reach, because it is.

Disclaimer

© 2026 Thrive Nation Finance. This guide is for educational purposes only and does not
constitute financial, legal, or tax advice. Figures, contribution limits, and rates are based
on information available as of August 2026. Consult a qualified financial advisor or tax
professional for advice specific to your situation. Past performance does not guarantee

future results.
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The best investment you will
ever make is in yourself.

You have just made one.

With gratitude and belief in your journey,
The Thrive Nation Finance Team.

Thrive Nation Finance: Where Your Wealth Journey Begins.
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