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1. Where will the Summer Olympics in 2012 be held?
2. How many events will be a part of the 2012 Olympics?
3. Which member of the royal family is supposed to compete

in the 2012 Summer Olympics? 
4. Which of these sports will not appear at the 2012 games? 
5. As of the June 2012, how many nations have qualified to go

to the summer games? 
6. Which sport had to be granted a special dispensation to

allow it to be held in England? 
7. Who will officially open the Olympic Games?
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AN AGING POPULATION
DRIVES THE NEED

It's no secret that Canada's
population is getting older on
average. The 50 and older age
groups make up a significant
proportion of the current
population, as illustrated by chart
5, and this number is expected to
grow as more of the baby boomer
generation enters the retirement
planning phase. Furthermore,
Canadians 45 and above hold
$2.3 trillion, or 79%, of the country's financial wealth.2

Longer life spans mean Canadians could be living longer in
retirement, and post-retirement lifestyle expectations are
increasing. These demographic drivers mean that income-oriented
investing will likely continue to increase in importance. The
aforementioned low yields from traditional bonds means that other
sources of distributions will be required for Canadians to finance
their retirement, and dividends will likely play a key role in their
portfolios and in the fulfillment of their investment goals.

THE CASE FOR DIVIDENDS IS COMPELLING

Bonds and other traditional sources of interest income are still
important assets for yield-seeking investors to hold. However,
today's investment environment — a combination of low interest
rates, slow growth in developed economies and heightened market
volatility — means that investors have to look to a variety of
sources to build robust, sustainable income portfolios. Yields from
dividend-paying stocks on the whole are attractive, even more so
when compared to Canadian government bonds. Investing in a
high-quality name with strong fundamentals can increase the
likelihood that a given investor will continue to be paid dividends,
or that dividends will increase from previous levels. Expertise can
make all the difference: one of the best solutions for investors
interested in dividend income is to look closely at the actively-
managed, diversified mutual funds available in the Canadian
market. 

Article is courtesy of  Franklin Templeton Investments Corp.

Trivia  Fun
The 2011 calendar year was a tough period for Canadian investors, who found their confidence tested by
the credit crisis in Europe and other geopolitical events that rocked the world's economies.

This has resulted in a continued drive to the domestic government bond

market, driving up prices in this asset class and forcing yields lower. For

example, the yield on a 10-year Government of Canada bond fell as low as

1.94% in 2011, ending the year at that level. That hardly represents a

good opportunity for any investor, and is not even enough to keep up with

inflation! The prospects get worse for investors opting for the even more

conservative side of the risk spectrum: yields on 1-year Canadian GICs are

currently near 1.0%.
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WHERE SHOULD INVESTORS TURN?

With limited prospects currently in domestic fixed income markets and

investors still somewhat cautious about equities, what's the answer? A

solution could be found in Canadian dividend-paying stocks. Over the past

few years, these investments have offered competitive yields when

compared to traditional bonds and money market instruments, while

exhibiting below-average risk when compared to non-dividend-paying

stocks. The latter characteristic could help provide some downside

protection for an equity-heavy portfolio, supporting returns when capital

appreciation opportunities in stocks are limited by slowing economic

growth. Overall, companies with long histories of paying increasing

dividends could provide investors with an attractive mix of tax-efficient

current income, relative stability and growth potential.

Chart  5: Canada's  population  by  age

1 Source: Morningstar Inc., as of December 31, 2011. 2 Source: Investor
Economics: Household Balance Sheet Report, 2011. The information presented
herein is considered reliable at the present time, however, we do not represent
that it is accurate or complete, or that it should be relied upon as such.
Speculation or stated beliefs about future events, such as market and economic
conditions, company or security performance, upcoming product offerings or
other projections represent the beliefs of the author and do not necessarily
represent the views of Franklin Templeton Investments Corp. General business,
market, economic and political conditions could cause actual results to differ
materially from what the author presently anticipates or projects. The information
presented is not a recommendation or solicitation to buy or sell any securities.
Share/unit values change frequently, and past performance may not be repeated.
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DIVIDEND-PAYING STOCKS: BETTER YIELDS THAN BONDS
Recently, the dividend yield for the S&P/TSX Composite Index (the "Index") has exceeded the yield on a 10-year Government of
Canada bond (see chart 1). For example, as of March 2012, the Index's average dividend yield was 2.9%, compared to the 2.1% yield
on the government bond.

It is worth noting that dividend-paying stocks also give investors greater opportunities for capital appreciation than domestic
government bonds. Furthermore, exposure to dividend-payers may even have advantages relative to non-dividend paying stocks.
Looking back at the last 26 years of the Index in chart 2, we see that dividend-paying stocks generally outperform non-payers.

In real terms, an initial $10,000 investment in dividend-paying stocks back in 1985 would grow to the neighbourhood of $100,000,
compared to the same investment in non-dividend payers growing to just over $20,000. GARP investing (growth at a reasonable price)
can be an effective stock selection style for identifying companies that have the cash and dividend profile to generate income for
investors while still retaining earnings to fund their own corporate development and expansion.
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Chart  1: Dividend  yield  of  the  S&P/TSX  Composite  Index  compared  to  yield  on  10-yyear  Government  of  Canada  bonds  
(Period ending March 31, 2012)

Chart  2: Growth  of  a  $10,000  investment  in  the  S&P/TSX  Composite  Index  by  dividend  policy
(Period ending March 31, 2012)

ENHANCING  RETURNS,  LOWER  VOLATILITY
So while dividend-paying stocks can help investors overcome the trap of low yields, there is the second half of the equation: risk
aversion. Fortunately, historical performance and analysis further supports dividend-paying stocks as a useful buffer should investors
again experience high degrees of volatility.

Dividend-paying Canadian companies with a track record of generating strong revenue, earnings and cash flow typically have stable
and relatively predictable businesses. Such companies tend to be more resilient when the economy softens, and accordingly can
provide some downside protection when the Canadian equity market experiences a downturn due to slower earnings growth. Many
dividend payers are also companies with operations and customers outside Canada, giving them the added ability to offset a potential
slowdown in Canada with their business activities elsewhere. 

An analysis of historical data supports the position that dividend stocks can mean fewer, and less severe, twists and turns for equity
investors. As measured by annual standard deviation in chart 3, stocks classified as dividend growers and dividend payers exhibit far
less market volatility than non-payers. 

It is important to keep in mind that general investor sentiment towards dividends has changed over time. During periods of outsized
growth, the tech boom of the 1990s as an example, the idea of paying out dividends was often viewed as a sign that a company did
not have the confidence to grow. Accordingly, this has resulted in investors overlooking dividend-paying stocks. However, today's low-
yielding, low-interest-rate environment, coupled with an aging Canadian population, mean many investors expect companies to pay out
some of their accumulated cash to compensate for a somewhat less-than-certain environment for capital gains. Dividends paid to
investors can be an additional source of tangible returns when the stock prices aren't generating gains in the short term, and can
provide additional cash for a portfolio that can be reinvested in more securities. From a company's point of view, paying out dividends
could attract new investors who would welcome some regular income as they wait for the prospects for capital appreciation to improve.

THE IMPACT OF TAXES 

Not all income sources are created equal, and likewise are not treated equally by tax authorities. Income from dividend-paying stocks is
generally more tax efficient than income from interest payments, due to the non-refundable tax credit applied to most dividends from
Canadian companies.

For each dollar of dividend income received, investors keep about 15¢ more†. The following chart shows the stark difference between
fully-taxed income and dividend income. 

Chart  3: Stocks  in  the  S&P/TSX  Composite  Index,  by  dividend  policy,  on  a  return-sstandard  deviation  continuum

Chart  4:  The  effect  of  taxes  on  $1.00  of  fully-ttaxable  and  dividend  income
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