
 
 

00;00;10;04 - 00;00;35;12 
Peter Ward 
My name is Peter Ward. Welcome to the Solutions to Go podcast. Your source for information on investing, 
insurance, banking, tax planning and healthy living. If you'd like to know more about anything discussed on 
this podcast, please visit mysolutionsonline.ca where you'll find a wide variety of articles and videos. TFSA 
versus RRSP. Which one is better? Is a tax treatment of one account better than the other? 
Well, spoiler alert. They're both good for different reasons. Those reasons depend on your overall financial 
plan, your tax bracket, and what you're saving for. And even what you think your retirement may look like. 
But it can be confusing trying to decide which registered account should contribute your hard earned 
savings to. There may be some confusion when it comes to withdrawing their cash or taking retirement 
income. Today, I'm going to chat with John Natale and we're going to discuss some of the pluses and 
minuses of each account and have a chat about some of the lesser known features. This is Solutions to go. 
Pleased to have on the show today a very special guest John Natale. John is head of Tax, Retirement and 
Estate Planning services on the wealth team here at Manulife. He and his team provide case level support 
on tax, retirement and estate planning matters to advisors across the country. Welcome to Solutions to go 
John. 
 
00;01;31;23 - 00;01;32;29 
John Natale 
Thanks, Peter. Happy to be here. 
 
00;01;33;06 - 00;01;49;20 
Peter Ward 
So today I just want to chat about some of the most common accounts in Canada, the TFSA or the tax-free 
savings account and the RRSP or the Registered Retirement Savings Plan. More specifically, the tax 
treatments and maybe some situations in which it may be better to use one over the other or both. Let's 
dive in. 
 
00;01;50;00 - 00;01;51;22 
John Natale 
Absolutely. Quite a handful with those acronyms. 
 
00;01;51;28 - 00;02;03;08 
Peter Ward 
You absolutely got to spell them out though. So, I think a lot of Canadians are wondering if they should be 
contributing to a TFSA, an RRSP or both, and what are some of the unique features of each account? 
 
00;02;03;18 - 00;02;26;09 
John Natale 
Yeah, Peter it’s probably one of the most common questions I get. The optimal answer is both if you can if 
you can afford it. Before I get into situations where if you had to choose between one or the other, which 
one is better? I'll quickly give an overview of each product or tax type and the differences. So an RRSP in 
order to generate contribution room, you need to have earned income. So a simple example would be 
employment income. And so 18% of your employment income up to a maximum of about $29,000, can 



generate contribution room for the following year. And then when you contribute to RRSP, assuming you 
have the contribution room, you get a tax deduction. So that reduces your taxes payable on your tax return. 
The investments within your RRSP grow tax deferred. Okay. Yes, that's a very important word. So tax 
deferred. So they grow tax deferred. So they grow without paying tax while within the RRSP. But then when 
you withdraw it from an RRSP or if your RRSP converts to a RRIF, another acronym, a registered retirement 
income fund, those withdrawals are fully taxable. TFSA on the other hand, is also another registered plan. 
Everyone who's over age 18 has a social insurance number and is a resident of Canada automatically gets 
contribution room every year. Right now, the annual contribution room is $6,000, so you don't have to work 
to get generate contribution when you contribute to a TFSA. No tax deduction, but any investment growth 
within your TFSA is tax free, not tax deferred. And so that means is when you pull it out, it's again, all tax 
free. There's no tax consequences. And the other really neat thing with the TFSA is when you withdraw the 
money, you get contribution back the next year. So if you make a withdrawal of $5,000 from your TFSA, you 
get the contribution room back, added back to your 2% in the following year. Whereas with an RRSP, that's 
not the case. 
 
00;03;55;14 - 00;04;06;11 
Peter Ward 
Okay. And can we just quickly touch on a RRIF? I only talk too much about it, but maybe just some of the 
explain to the audience maybe a bit what happens with the RRSP when it converts to a ref and things like 
that? 
 
00;04;06;18 - 00;04;27;10 
John Natale 
Yeah, great question. So RRIF, again, a short form for registered retirement income fund, an RRSP, unlike a 
TFSA. One of the points of distinction I forgot to mention is there's no maximum age for a TFSA for an RRSP. 
It must come to an end by December 31st of the year. You turn 71. And what most people do is they 
convert their RRSP to a RRIF. 
 
00;04;27;24 - 00;04;28;03 
Peter Ward 
Okay. 
 
00;04;28;14 - 00;04;48;20 
John Natale 
It's effectively the same as an RRSP. Everything I mentioned about an RRSP applies to rip, but with one very 
important difference. With the report, you're required to take out a minimum amount every year. The 
government doesn't want you to have this indefinite savings plan. The idea of contributing to your RRSP 
was at some point in retirement you're going to need to take income out. So now they're going to force you 
to and that minimum withdrawal amount increases every year as a percentage of the value of your report. 
So basically everything I told you was exactly the same, everything in your RRIF gross tax deferred like an 
RRSP. But now the government is forcing you to take out a minimum amount and you can always take out 
the full amount. But they're forcing you to take out a minimum amount. 
 
00;05;08;28 - 00;05;15;28 
Peter Ward 
And there's no rule around that. With the TFSA, it's you've essentially paid tax on the income anyway and 
it's growing in the account. 
 
00;05;15;29 - 00;05;22;23 
John Natale 



Exactly. There is no forced withdrawal. There is no forced conversion to another product like within hours. 
Peter. If so, you're being on. 
 
00;05;23;00 - 00;05;46;05 
Peter Ward 
So when it comes to retirement and I think this is interesting to talk about because you know, the RRSP is 
very geared towards retirement and retirees and things like that. But the TFSA may not be it when it comes 
to retirement. Wouldn't it TFSA be better for some individuals because it's not taxed as income and it won't 
affect income tested benefits such as child benefits and credits, old age security or the guaranteed income 
supplement. 
 
00;05;46;16 - 00;06;08;17 
John Natale 
Yeah, that's a great question, Peter. And it's one of the common planning dilemmas that people encounter. 
I want to give kind of cliche, answer it. The answer depends on your particular situation. Right. But it's an 
excellent point. So RRSP are definitely established for retirement planning. You get the deduction now and 
then you're forced to take out the income as a RRIF later on. But to your point, that withdrawal from your 
RRSP is fully taxable, it has a negative impact on income tested benefits. And you mentioned some of those 
are guaranteed income supplement, old age security, the federal age credit, some other provincial benefits 
like disability plans or sometimes or nursing homes or sometimes income tested. So our steps are definitely 
retirement focused. TFSA fees are flexible. They can be retirement focused or they can be short term 
focused. Okay. And the one advantage of a TFSA, like you said, is when you withdraw the amount from your 
TFSA, none of it is taxable. So you don't have any of those negative impacts on your income tested benefits 
like, again, OAS, GIS and so forth. So, it really depends on what you expect your income bracket to be in 
retirement, whether you're going to be eligible for income tested benefits and a common thing that people 
use if they're picking between RRSP, TFSA is what's your tax bracket now when you're making the 
contributions versus your expected tax bracket when you make a withdrawal? 
 
00;07;11;03 - 00;07;19;09 
Peter Ward 
So maybe, a TFSA is better for lower income individuals that wouldn't get as much of a refund or a credit on 
the RRSP. 
 
00;07;19;14 - 00;07;36;04 
John Natale 
Yeah. No, exactly. One of the rules of thumb we say for people to consider is if you're in a high tax bracket 
now, but expect to be in a lower tax bracket, in retirement, an RRSP is going to be more attractive excuse 
you get a bigger deduction when you make the contribution and you pay less tax when you withdraw it. If 
you're in the opposite scenario where your retirement income is going to be higher than your current tax 
bracket, when then a TFSA is going to be more attractive. But as a general rule, I totally agree with you, and 
I think it's a big misconception. People who are very low income TFSAs are a no brainer in my opinion versus 
first in RRSP. 
 
00;07;54;24 - 00;07;59;18 
Peter Ward 
Should I max out one or the other first or should I use both simultaneously? 
 
00;08;00;11 - 00;08;19;05 
John Natale 



Well, I think this gets down to availability of funds. Again, ideally, you know, I'm a big proponent of savings, 
so if you can do it, I would max out both. But if you have to choose, you don't have unlimited funds or 
sufficient funds to contribute to both. Then I think it gets back to the issues we just talked about. What your 
current tax bracket, if you're in a very low tax bracket, ideally definitely lean towards the TFSA or. The other 
thing I would look at would be your current tax bracket versus your expected future in retirement, your 
future tax bracket. Kind of like I touched on before, too. If you're in a higher tax bracket now, than you 
expect to be in retirement. RRSP is probably preferable versus a TFSA if it's the opposite. TFSA is probably 
preferable to an RRSP. When you look at the after tax numbers and if you expect to be in the same tax 
bracket now as in the future from an after tax perspective, the RRSP per you're going to work out the same 
and people are often surprised by that. So it really comes down to other features, flexibility. For example, 
people might prefer a TFSA because you can withdraw any time, there's no tax consequence and you get 
the contribution added back to your TFSA in the following year. That's a good thing, but for some people 
that's a bad thing. Some people like the fact that the money is in RRSP, there's a consequence to 
withdrawing the money. So that's a disincentive to withdraw the money and forces them to keep it there. 
So if you're one of those people, well, maybe an RRSP might be better for you. Right. And it has other 
features like a homebuyers plan and those kind of things that we can talk about, perhaps. 
 
00;09;41;19 - 00;10;00;14 
Peter Ward 
And in my mind I always understood that RRSP had the homebuyers plan. If I want to buy a house, that's the 
way to go. But I just want to talk about a few specific situations when you might use one over the other. 
And I'm thinking specifically about the homebuyers plan. Is there specific rules around the RRSP, but maybe 
it's worth considering a TFSA if you're planning on buying a home? Is that is that an uncommon opinion or is 
that something we can talk about? 
 
00;10;05;02 - 00;10;24;04 
John Natale 
No, it's a great opinion. I think a lot of people don't think about that type of question. I think people just 
kind of assume a homebuyers plan is the right way to go. And I don't think it always is. So the homebuyers 
plan is a niche strategy. You can withdraw up to $35,000 from RRSP to help you buy your first home. And 
I'm doing air quotes here so nobody can see. So you have to qualify as a first time homebuyer. So those 
extra restrictions but it is nice, allows you to, you know, add more money to your down payment. There's 
also a repayment schedule. So, once you take the money out of your RRSP, so when you qualify as a first 
time homebuyer, you also have to repay back over 15 years. And if you don't, there's an income inclusion. 
So, some nice features, but also some restrictions. The flexibility with a TFSA is that you don't have to 
qualify as a first time homebuyer. There's no $35,000 limit. There's no timeline in terms of when you have 
to pay it back. So in terms of flexibility, I would actually argue a TFSA is more attractive, but some people 
have significant sums in their RRSP, especially when you're looking to buy your first home. So, it's hard not 
to use those source of funds, maybe do both. Again, my answer seems to always come back to both. But. 
But there's definitely pros and cons to either one. 
 
00;11;24;09 - 00;11;41;23 
Peter Ward 
Yeah, I was actually going to ask that. I was going to say, you know, with the limit being 35,000 and the way 
the Canadian real estate market is, I was going to say, is that enough? But then if you take that and then 
you add some TFSA savings or, you know, non-registered, like it makes sense maybe to take advantage of 
both in that situation. 
 
00;11;42;07 - 00;12;00;13 
John Natale 



Yeah. If you can. And not to go down a rabbit hole as well. But there is a new player in the game coming. 
The acronym, another acronym for you is FHSA, a first home savings account. And that was announced in 
the last budget. So maybe stay tuned for a future episode. 
 
00;12;00;13 - 00;12;01;01 
Peter Ward 
Absolutely. 
 
00;12;01;01 - 00;12;10;07 
John Natale 
But that is something that actually will be a competitor because you can't do both. You got to do the 
homebuyers plan or do this. So that might be another option for people to consider in the future as well. 
 
00;12;10;07 - 00;12;22;19 
Peter Ward 
Excellent. Excellent. Yes. We'll definitely have you back on to talk about that one. So here's another one. Is 
there ever an advantage to using a non-registered account over a TFSA or an RRSP? 
 
00;12;23;20 - 00;12;41;22 
John Natale 
So I'm going to break that down into two questions. Is there ever an advantage of a non-registered account 
versus a TFSA? That'll be the first one. And the short answer will be no. Okay, absolutely not. Because not 
that I can think of any way someone's going to prove me wrong, because a TFSA, all the growth is tax free. 
You never pay any tax on the growth. So if you had a non reg investment had any income, why would you 
even risk paying tax on that? So I think that's a bit simpler. Okay. The non-registered investment versus 
RRSP is a bit more complicated. And we've kind of touched on this before too. I think for individuals who are 
in a really low tax bracket, that contribution to an RRSP generates a tax deduction. For people who are 
bracket. Perhaps you don't even pay any tax that a tax deduction might be worthless. Right. And then the 
problem is when you subsequently withdraw, make you withdraw from your group, you have to include 
that as an income. Well, could that negatively impact some of your income tested benefits? And again, for 
those people in a really low tax bracket, they might be receiving a guaranteed income supplement. Right. 
Right. And that could have a real negative or punitive consequence in addition to some of those other 
benefits we've talked about, like for people in Ontario, ODP, OAS. disabilities, if your savings plan. So, from 
that perspective, if you're in that kind of low income bracket for whatever reason, I would definitely think 
hard about making RRSP contribution. I think for those people, they're better off not to. 
 
00;13;47;27 - 00;14;00;08 
Peter Ward 
Okay. Interesting. Yeah. For me it's always been I've never even considered it. Right. I've always been like, I 
wish I was maxed out on my TFSA, my RRSP and I needed to go to a non reg account. Right. So, I was very 
curious if there was if there was a difference. 
 
00;14;00;16 - 00;14;16;20 
John Natale 
Well, it's a great question. I had a friend of mine years ago. He had some health issues and he wasn't 
working okay. And he went to his local financial institution. And they just kind of, as a matter of fact, said, 
well, you need to make an RRSP contribution. And I said to him, That's crazy. You don't have any income 
deduction. That is useless to you. So now the one thing I will say that people don't realize with respect to an 
RRSP often is that when you make a contribution, you don't have to reclaim a deduction immediately. Okay. 
So if you make a contribution this year, for example, in 2022, I can claim the deduction in any year going 



forward. So let's say, my income is going to be a lot higher in 2024. I can claim a deduction then, so 
whenever is most advantageous to me. So that's something that's important to keep in mind as well. When 
you're thinking about RRSP contributions. 
 
00;14;44;28 - 00;14;48;20 
Peter Ward 
Can they carry forward indefinitely? Oh, really? Okay. Yeah. Interesting. 
 
00;14;48;20 - 00;15;17;25 
John Natale 
Yeah. So it's up to you like when when's most advantageous to you. So another example might be a 
situation, you know, when my wife was on maternity leave, her income was significantly lower, but we had 
made some RRSP contributions that year. Well, we didn't actually make the deduction until the year she 
returned to work and she was in a higher tax bracket to maximize the value of that deduction. 
 
00;15;21;22 - 00;15;28;17 
Peter Ward 
And today's big question is, what do you think the single biggest mistake is that Canadians make with their 
registered savings? 
 
00;15;29;01 - 00;15;59;19 
John Natale 
Oh, that's a that's a tough one. I think it's touches on what we've talked about today as well. It's not just 
making blind assumptions about where to contribute their funds, I think is taking a look at their personal 
situation today and what their expected situation is in the future. And then using because these are these 
are different kind of levers you can all pull to maximize your financial health and then choosing which levers 
to use and how much that will leave them in the best financial position for their retirement. So I think it's 
not just making blind assumptions or just making a blind contribution to RRSP. That would be my first 
choice. 
 
00;16;08;10 - 00;16;29;07 
Peter Ward 
Yeah. And I think that really sums up the episode is, you know, not neither account is better over the other 
it depends on your specific situation and it depends on good planning and planning for the future and things 
like that. And you know, speaking with your advisor and making sure that you, you know, you have a good 
solid plan. So, thank you so much for being on the show, John. I really appreciate it. 
 
00;16;32;16 - 00;16;37;16 
John Natale 
It's always a pleasure. Peter. 
 
00;16;37;16 - 00;16;52;20 
Peter Ward 
I had a really great time chatting with John about this. I think the conclusion we came to is one that we 
already knew. There is no magic bullet when it comes to registered accounts. I did learn to think twice 
about where to put my next dollar though. Am I going to be in a lower tax bracket when I retire? Should I 
use my RRSP to buy my first home? There may be more things to consider than I first thought. It all comes 
down to your specific plan. Working with your advisor can be helpful when trying to decide where to make 
your next contribution. Thanks for listening to Episode two of Solutions to go I’m Peter Ward. Have a great 
day. 



 
00;17;11;15 - 00;17;46;28 
Peter Ward 
Solutions magazine is a personal finance publication featuring articles and videos on investments, 
insurance, banking, tax planning and health and wellness. Each episode will interview a different expert 
with the goal of entertaining and educating Canadians on a wide variety of subjects. If you would like to 
know more about anything discussed on this podcast, please visit my solutions online courses for access to 
a wide variety of articles and videos. 
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