


HETHER YOU ARE APPROACHED IN PERSON,

on the phone, through your computer, or by mail,

be alert to scams and other forms of fraud that
unfortunately are a reality in our society. Take time to check
the identity and credentials of individuals who approach
you, as well as the organization they claim to represent.
Legitimate organizations welcome that scrutiny and respect
your desire to investigate their requests, especially when
your money is involved.

We can’t possibly warn you of all the scams that are circulating,
but listed below are some scams or types of scams that seem to
be particularly prevalent:

[ Appeals for donations to bogus charities — sometimes with
a name closely resembling the name of a legitimate and
respected charity.

7 Ticket sales and announcements of winning in phony lotteries
or contests — be particularly wary of announcements that you
have already won but must send money to receive your prize.

[ Internet sales and auctions that take your money and either
don’t deliver the product or service you purchased or deliver
inferior quality — these range from computer hardware and
software, to services you thought were free but aren’t, gift
certificates that are worthless, membership in travel clubs that
don’t exist, and phony health care products and services — be
suspicious of “deals” that are too good to be true, because they
probably are.

[ Blatant requests for you to send money — to help transfer
large sums of foreign money (like the “Nigerian Scam”),
send small amounts of money to several names on a list
(chain letters), pay upfront fees for a phony loan or credit
card, participate in a high-return investment, pay a fee to
claim abandoned property, or pay to get a job or start a
business. The general rule? Don’t send money.

Ultimately, all scams try to get your money. If you have any doubts
about the legitimacy of any request for money, not only should
you not hand over money in any form but also you should not
reveal your bank account number, charge card number, PIN
number, or any personal information until you have done your
research and are satisfied that the transaction is legitimate.

Here are some sources of information that might help you avoid
becoming a victim of a scam:

[ Better Business Bureau in your community

[ PhoneBusters — a national anti-fraud call centre jointly
operated by the Ontario Provincial Police and the RCMP.
Phone 1-888-495-8501 or visit www.phonebusters.com

[l Canada Revenue Agency’s website www.cra-arc.gc.ca/charities
to check for legitimate, registered charities

[ Consumer Information Gateway of Industry Canada’s website
www.ic.gc.ca

[ Consumer protection agency of your provincial government &

TO REPORT A SCAM, CONTACT:

PhoneBusters (contact information above) or Competition Bureau Canada by phoning 1-800-348-5358

or visiting www.cb-bc.gc.ca on the Internet.

Protect yourself against scams by being wary of unsolicited offers, careful how and to whom you reveal any personal or
financial information, and diligent in your investigation of any organization before you get involved.
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TAX SLIP TIME AGAIN!

By Garry Keiller, The Nakamun Group, Edmonton

URING THE FIRST few months
of the New Year, in addition to
the usual statements you receive
from your financial institutions,
you will also be receiving your tax
reporting slips. Watch for them,
because you need these tax slips to
complete your income tax return.

WAIT

Remember to wait for these late-arriving
tax slips from mutual fund companies
because if you file your tax return without
them, you will either have to refile or
submit a one-page amendment. However,
you cannot submit this amendment until
you have received your notice of assessment
for the tax return you originally submitted.

REVIEW

Check your tax slips to ensure the
information is accurate and complete.

For example if you received income from
a prescribed annuity contract, the amount
of income reported on the slip should be
less than the actual amount of income you
received. Only a portion of a prescribed
annuity payment is taxable.

By the end of February you will have
received most of your tax reporting slips,
including ones from your employers, banks
and credit unions, pension plans, and
registered plans such as RRSPs. Mutual
fund companies have until the end of
March to mail out your tax reporting slips
— that’s because of the complexity of
calculating dividend income, capital gains,
and interest that you might have earned

Compare all of your tax information slips
against your investment statements to
ensure that you have everything you need.
Again, remember to wait until the end of
March for all of your slips to arrive.
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on your non-registered holdings.

REMEMBER

OME INFORMATION YOU REQUIRE TO COMPLETE YOUR INCOME TAX RETURN DOES NOT ARRIVE IN
YOUR MAILBOX AS A TAX SLIP. FOR EXAMPLE:

B If you paid any fees for specific investment counseling
or for an investment program, this fee might be tax-
deductible

B Some non-registered investment holdings do not issue
tax slips — keep your year-end statements because the tax
information you need is contained in those statements.
For example if you switched from one investment to -
another or made any withdrawals, you might have
triggered capital gains or losses that will not be reported
on a tax reporting slip

Refunds from investment fund companies — during
2005, many individuals received cheques for reimburse-
ment of costs incurred by these companies on certain
market timing/quick trading activities. Check with your
advisor to determine the tax position on these refund
cheques. We understand that these investment fund
companies will not be issuing tax information slips

for these payments (&

B If you sold or changed the use of rental property or recre-
ation property other than your principal residence — you
might have triggered capital gains. No tax information
slip is provided on these types of transactions and you are
responsible to determine the amount of the capital gain
and report this amount on your tax return
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CANADIAN MARKET:
CLOSELY TIED TO COMMODITIES
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CANADIAN DOLLAR

Compared to the US dollar, the Canadian
dollar has risen dramatically over the past
three years.

Certainly the Canadian dollar has benefited
from our relatively strong economy. As well,
our dollar probably had been undervalued
for the past quarter of a century. The biggest
factor in the appreciation of the Canadian
dollar, however, has been the weakness of
the US dollar.

Looking forward, the Canadian dollar may
continue to strengthen in comparison to
the US dollar, however further dramatic
appreciation is unlikely. The main reason

is the strengthening of the US dollar as a
result of higher interest rates. For the first
time in a long while, interest rates in the
US are now higher than they are in Canada.

A slight decline in the value of the Canadian
dollar does have benefits for our economy,
since we are an export-oriented country.

REAL ESTATE

The Economist reports that, “The total
value of residential property in developed
economies rose by more than $30 trillion
over the past five years to over $75 trillion”
Compared to stock market bubbles of the
past, the current state of the housing market
is the biggest bubble in history.

This bubble has been driven by the
incentive to borrow because of low interest
rates and by homeowners who have lost
faith in equities and see property as an
alternative investment.

The most compelling evidence that
residential prices are overvalued is the
diverging relationship between housing
prices and rents. The ratio of housing
prices to rents can be thought of as a
Price/Earnings ratio for the housing
market. Today, this ratio is higher

than ever. In America, for example,

REMARKABLE CANADIAN DOLLAR APPRECIATION OVER THE PAST 3 YEARS
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the housing prices/rents ratio is 35 per cent
higher than the average level for the years
1975 —2000. This ratio is even higher in
Britain, Australia, and Spain.

The housing boom is unlikely to end with
a bang. Rather, a whisper is likely, but the
repercussions could last a long time.

STOCK VALUATIONS

While individual debt levels are near all-
time highs in North America, corporate debt
levels have shrunk dramatically. In fact,
corporate balance sheets have almost never
been better and cash flow is near all-time
highs. Hence corporations have ample cash
for reinvestment, acquisitions, stock buybacks,
and increased dividends for investors. In
Canada’s case, corporations have been
converting to income trusts to give tax-
efficient earnings back to investors. Remem-
ber income trusts are really like equities.

Ultimately the two factors that affect the
value of a stock or equity are earnings and
interest rates. Although short-term rates
will likely continue to rise, particularly in
Canada, they are still relatively low. Earn-
ings have been increasing significantly and
will likely remain strong, however the rate
of increase is likely to decline, and that can
be worrisome.

Strong earnings growth has led to attractive
valuations and Price/Earnings ratios that
are more sustainable. In fact, valuation
levels in Europe are at a ten-year low and
40 per cent of European companies actually
have dividend yields that are above bond
yields. In Japan, the dividend yield is equal
to bond yields.

Relative to bonds, equities look very
attractive. Currently in Canada, the real
rate of return (net after taxes and inflation)
for bonds is roughly zero.

REVIEW YOUR FINANCIAL PLAN

You should review your financial plan once
a year to update your personal situation
and to take into consideration the global
economic factors that may affect your
investments. Please call your Nakamun
Adpvisor as we would be pleased to assist you
in your review and to plan any adjustments
that are required. @

WE WISH YOU ALL A HEALTHY, PROSPEROUS NEW YEAR!

The Advisor is published as a service of The Nakamun Financial Group for the general information of its readers.
While our information is obtained from a variety of sources we consider to be reliable, we cannot guarantee accuracy. Basing decisions on the
contents of this newsletter should only follow individual consultation with your financial advisor. © THE NAKAMUN FINANCIAL GROUP.
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