
Tax-Free Savings Account (TFSA) vs. Registered Retirement Savings 
Plan (RRSP)
As we enter RRSP season, a common question is should I be investing in a Tax-Free Savings Account 
(TFSA) or in my Registered Retirement Savings Account (RRSP). As always, the answer is not clear and 
different advisors have differing opinions. So, what should we as investors do?

 “TFSA VS RRSP, ced co-op, https://cedco-op.com/2018/01/24/tfsa-vs-rrsp/

Registered Retirement Savings Accounts 
Most Canadians have RRSP’s. They have been around since 1957 and are one of the best savings vehicles 
we have. What makes an RRSP so attractive is the tax deferred growth, meaning any amount invested 
in an RRSP grows without us paying tax. Consider this, your tax bracket is 30% and you invest $10,000 
in an RRSP and $10,000 outside of an RRSP. If in that year, both investments earn $500, your RRSP will 
have $10,500. However, after paying tax on the $500, your other investment will have only $10,350. 
This may seem like a small difference, however over many years, this can add up to tens of thousands of 
dollars.

Another benefit is the tax deduction from RRSP contributions. The way this works is simple. If you earn 
$70,000 before taxes, and you contribute $10,000 to your RRSP, you will only be taxed on $60,000.  
This can result in a great tax return in the spring.

“How your RRSPs Can Help You Quickly Achieve Your Down Payment Goal” Sameer Padamsey, Feb 21 2017,  
http://www.spmortgage.ca/how-rrsps-can-help-you-quickly-achieve-your-down-payment-goal/
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There are other benefits to RRSPs as well, creditor protection, the First Time Homebuyers Plan, and more.  However, the 
two listed above alone make RRSP’s incredibly attractive, but these benefits are not free.  The disadvantage is that any 

Tax-Free Savings vs. RRSP’s 

As we enter RRSP season, a common question is should I be investing in a Tax-Free Savings Saving’s Account (TFSA) or in my 
Registered Retirement Savings Account (RRSP).  As always, the answer is not clear and different advisors have differing 
opinions. So, what should we as investors do? 

 
“TFSA VS RRSP, ced co-op, https://cedco-op.com/2018/01/24/tfsa-vs-rrsp/ 

Registered Retirement Savings Accounts  

Most Canadians have RRSP’s.  They have been around since 1957 and are one of the best savings vehicles we have.  What 
makes an RRSP so attractive is tax deferred growth, meaning any amount invested in an RRSP grows without us paying tax.  
Consider this, if your tax bracket is 30% and you invest $10,000 in an RRSP and $10,000 outside of an RRSP.  If in that year, 
both investments earn $500, your RRSP will have $10,500 in it.  However, after paying tax on the $500, your other 
investment will have only $10,350.  This may seem like a small difference, however over many years, this small difference 
can add up to ten of thousands of dollars. 

Another great benefit is the tax deduction from RRSP contributions.  The way this works is simple.  If you earn $70,000 
before taxes, and you contribute $10,000 to your RRSP, you will only be taxed on $60,000.  This can result in a great tax 
return in the spring. 

 
“How your RRSPs Can Help You Quickly Achieve Your Down Payment Goal” Sameer Padamsey, Feb 21 2017, http://www.spmortgage.ca/how-rrsps-can-help-you-quickly-achieve-your-down-payment-goal/ 

There are other benefits to RRSPs as well, creditor protection, the First Time Homebuyers Plan, and more.  However, the 
two listed above alone make RRSP’s incredibly attractive, but these benefits are not free.  The disadvantage is that any 

By Hayden Friedrich, Wealth Specialist
Innovation Wealth      Credential Asset Management Inc.



Other benefits to RRSPs include creditor protection, the First Time Homebuyers Plan, and more. However, there are costs to using an 
RRSP. The major disadvantage is that any money withdrawn from an RRSP is fully taxable. In many scenarios this is not a huge issue, 
as the purpose for the RRSP is to eventually provide retirement income. However, at age 71 you are forced to turn your RRSP into a 
Registered Retirement Income Fund (RRIF) and the following year, minimum amounts must be withdrawn. This can create tax issues for 
those with pensions or income from the farm/business who do not necessarily need or want more income. A common issue is the loss 
of certain tax credits and possibly Old Age Security pension payments.

“Top Tax Republican Won’t Commit To Lower Rates For Every American” Jack Crowe, Oct 25 2017, https://thelibertyreview.com/top-tax-republican-wont-commit-lower-rates-every-american/

Tax-Free Savings Accounts

TFSA’s are a fairly new to Canada. Introduced in 2009, Canadians over the age of 18 were able to contribute $5,000 per year into their 
TFSA’s. This annual limit is increased by $500 every few years. Like RRSP’s, TFSA room carries forward, so if you cannot contribute this 
year, that room is not lost. So, a Canadian who was 18 in 2009 can contribute a maximum of $63,500.

The greatest benefit to the TFSA is obvious, any investment growth is not taxable. So, if you invest $63,500 and it doubles to 
$127,000, you pay $0 in taxes. You are also free to withdraw the full amount without tax consequences. Furthermore, the following 
year after taking money from your TFSA, you can contribute it all back, which is not a feature of RRSP’s. 

The disadvantage to the TFSA, is that any money you contribute, is money that you have paid tax on. There is no tax deduction for 
contributions into you TFSA.

“Whats a Tax Free Savings Account (TFSA)?”, Ratehub.ca, May 18 2017, https://www.youtube.com/watch?v=e3Iu1JrhaMY
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Opinion 
Both RRSP’s and TFSA’s are valuable tools in your financial plan, and there is no black and white answer to which is the better 
choice. This depends on your income (and therefore income tax) while you are working, and what we expect your income will 
be in retirement. If we know that your income during retirement will be in a lower tax bracket than your income now, RRSP’s are 
advantageous. However, if your income will remain the same, it may be better to focus on your TFSA. Another strategy is to contribute 
your monthly savings to a TFSA and come tax time if you need an RRSP deduction we can simply move money from the TFSA, to the 
RRSP.

“RRSP vs TFSA: Which is Better For Me?”, Allan Madan, Apr 18 2016, https://www.youtube.com/watch?v=Km_k2ypxBMA

Obviously, the decision depends on your personal financial situation, and it is a great question to bring to your advisor.

Retire comfortably [ ]
“It’s not how much money you 

make, but how much money you 
keep, how hard it works for you, 
and how many generations you 

keep it for.”
Robert Kiyosaki

The average Canadian doesn’t know how much 
they need to retire. Do you?
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Disclosure. This in an opinion piece and all opinions expressed are mine alone and do not necessarily reflect the opinion of Innovation Credit Union, Credential 
Asset Management Inc., or our other advisors. The information contained in this email was obtained from sources believed to be reliable; however, we cannot 
guarantee that it is accurate or complete. This email is provided as a general source of information and should not be considered personal investment advice or 
a solicitation to buy or sell any mutual funds.
Mutual funds are offered through Credential Asset Management Inc. Commissions, trailing commissions, management fees and expenses all may be associated 
with mutual fund investments. Please read the prospectus before investing. Unless otherwise stated, mutual fund securities and cash balances are not insured 
nor guaranteed, their values change frequently and past performance may not be repeated.

Opinion  

Both RRSP’s and TFSA’s are valuable tools in your financial plan, and there is no black and white answer to which the better 
choice is.  This depends greatly on your income (and therefore income tax) while you are working, and what we expect your 
income will be in retirement.  If we know that your income during retirement will be in a lower tax bracket than your income 
now, RRSP’s are advantageous, as the tax you save will be more than the tax you pay.  However, if your income will remain 
the same, it may be better to focus on your TFSA.  Another strategy is to contribute your monthly savings to a TFSA and come 
tax time if you need an RRSP deduction we can simply move money from the TFSA, to the RRSP (this advice would likely come 
from your accountant).   

 
“RRSP vs TFSA: Which is Better For Me?”, Allan Madan, Apr 18 2016, https://www.youtube.com/watch?v=Km_k2ypxBMA 

Obviously, the decision depends on you, and it is a great question to bring to your advisor. 

 

Quote 

"It's not how much money you make, but how much money you keep, how hard it works 
for you, and how many generations you keep it for." - Robert Kiyosaki 

 


