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Why Work with An Advisor? 
 

A recent study, Understanding and Managing the Risks of Retirement, by the Society of 

Actuaries has shown that only 52% of pre-retirees and only 44% of retirees are consulting 

a Financial Advisor.  That means that roughly half of the population does not seek the 

advice of a financial professional.  Instead, investors rely on friends, family, colleagues, and 

Google.  There is no shortage of unverified information on the Internet.   When it comes to 

dealing with personal finances, this approach can be confusing and overwhelming.  A 

financial advisor possesses the knowledge and experience to provide guidance that is 

applicable to your unique financial situation.   

Working regularly with your financial advisor can bring incredible value to your financial 

plan.  A study by Morningstar found that investors who work with an advisor generate 

annual returns that are 1.82% higher than those who do not.  Morningstar’s research also 

found that investors who utilize an advisor accumulate 29% more wealth for retirement 

than those investors who do not.    

A financial advisor provides the expertise and guidance you deserve.  The “advice” found on 

the Internet or from friends and family cannot be trusted to by current, accurate or 

relevant.  Each investor and their family have specific needs and requires a unique 

approach.  Without the guidance of an advisor inaccurate or irrelevant information can 

lead to missed tax-saving and investing opportunities.  In conversations with an advisor, 

they can determine if a rumour is true, whether you meet the specific conditions to qualify 

for this opportunity and if it is better than other options already chosen.  Any new decision 

should be aligned with the goals of the financial plan.  An advisor delivers discipline in 

addition to sound advice on investments and structuring retirement savings. 

When markets are universally rising everyone looks like a financial genius.  An advisor 

understands the value of risk management.  One of the greatest risks for a financial plan 

occurs during a downturn in the markets or for an individual investment.  In a “bear 

market” investors are flooded with information and bad news while their interest and 

anxiety are heightened.  Before turning to potentially unreliable sources, consult with an 

advisor first.  Research by the Investment Fund Institute of Canada has shown that 

individuals who have worked with a financial advisor are twice as likely to rebalance their 

portfolio appropriately during a downturn.   

By speaking to a financial advisor before seeking advice elsewhere, you can reduce the risk 

of falling prey to inaccurate and irrelevant information.  Trusting the expertise of an advisor 

has shown to deliver higher returns and larger balances through better decisions. 

 

 

 

 

 

 

 

 

 

 



       

PAGE   6 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Financial 
Planning 

 



       

PAGE   7 

 

Financial Planning Checklist 
 

Constructing a robust financial plan requires the information contained in it and the 

assumptions that it is based upon to be accurate and current.  Below is a list of financial 

planning questions and priorities that should be reviewed regularly.  

Insurance  

• Did you acquire new assets needing protection?  

• Did you have a baby or add to your family?  

• Did you get married? 

• Did you take on new debt?  

• Did you get a new job or have a change in income?  

• Did you experience a marriage breakdown or divorce?  

Liabilities (new or changed) 

• Mortgage 

• Business Loan  

• Student Loan  

• Line of Credit  

• Credit Card Debt 

• Car Loan  

• Any other liabilities?  

Assets (new or changed) 

• Cash  

• Real Estate 

• Land 

• Equities (stocks) 

• Guaranteed Income Certificates (GICs) 

• Bonds 

• Life Insurance 

• Art 

• Jewelry 

Short Term Goals (New or Changed) 

• Start Emergency Fund  

• Pay off High Interest Debt  

• Save for a House  

• Save for Vacation  

• Major House Repair or Renovation  

Long Term Goals  

• Retirement Dates 

• Education Savings  

• Mortgage Elimination  

Investments  
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• Adjusting Risk Tolerance 

• Reviewing Asset Allocation  

• Savings Strategies  

o TFSA 

o RRSP 

o RESP 

o RDSP  

o Un-Registered Accounts 

Accounting for Big Changes (completed or planned) 

• Move house? 

• Sell major assets?  

• Change jobs?  

• Take on more debt?  

• Family addition?  

• Death of a loved one, inheritance? 

• Critical illness in the family, greater support provided?  

• Disability diagnosis in the family?  

• Major financial or property gift? 

• Changes to financial situation of close family member (parent or child)? 

 

 

An advisor is needed as a guide for each step of the financial planning process. The list is 

merely a reminder of the information to be gathered and analyzed as part of building a 

robust Financial Plan.  
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Family Budgeting 
 

It is easy to overspend and with household debt at an all-time high, managing a family’s 

finances can, at times, seem hopeless.  Creating a family budget can help, and it is a 

necessary first step in the financial planning process. Below are 4 reasons you should get 

started on your budget.  

1. Keep Your Goals in Sight 

Setting financial goals for yourself is one thing, having a plan in place to achieve 

them is another.   Setting a budget for yourself will help you set goals, plan to 

achieve them, and will allow you to track your progress.   

2. Don’t Spend Money You Don’t Have 

When you have a realistic budget and commit to it, there are no excuses to spend 

on credit. You’ll know exactly how much money you have coming in, how much you 

can spend, and how much you need to save.  

3. Prepare for Emergencies  

Sometimes life happens, whether it be losing your job or becoming sick or disabled.  

Having a budget means that you will have savings you can access if an emergency 

arises.  You will sleep better at night knowing that you are prepared for the worst.  

4. Acknowledge Bad Spending Habits                  

Sometimes we don’t know where we can improve until we start keeping track of our 

spending.  Even if you think you are doing well with your money, writing a budget 

may shed light on some areas that you could cut back.  This is a great opportunity 

to redirect some money into retirement savings or saving for another goal.  

 

Everyone can benefit from writing a budget, whether you think you need it or not.  The first 

key to achieving your financial goals is having a plan.  If you feel overwhelmed and don’t 

know where to start, reach out to a professional financial advisor. They will help you start a 

plan and will monitor your progress, therefore keeping you accountable.  

A family budget can be built bottom-up by adding up the fixed and anticipated expenses 

each week, bi-weekly, month, quarter and year and periodically.  This includes many items 

like groceries, gasoline, mortgage or rent, entertainment, activities, phone, heat, water, 

electricity, car insurance, car repairs, gifts, clothing and vacations.   

Typically, a bottom-up budget does not include daily incidentals.  These are the purchases 

that empty purses and wallets, deplete bank accounts and run up credit card balances with 

little lasting value. 

To identify this discretionary spending review bank and credit card statements to 

understand the nature and amount of these purchases.  For example, visiting the drive-thru 

for a daily coffee can accumulate to $100 per month, which is well over $1,000 per year. 

A top-down budget can test the accuracy of the bottom-up budget.  The bottom-up budget 

misses impulse purchase, in-the-moment buys and little extras that sum to large amounts 

over time.   

All take-home money, net of savings and tax refunds is available to be spent.  Families 

often arrive at a budget that is not connected to their financial reality, because it’s based 
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on their very best behaviour.  Using phrases like, “I don’t know where the money goes” and 

“You don’t know how difficult it is to save” is evidence that discretionary spending is 

rampant for a family. 

Sample top-down budget: 

  Total Family Take Home Pay   $100,000 

  Less:   Contributions to Savings and Retirement    - 18,000 

  Plus:  Income Tax Refund      +   8,000 

    Family Budget    $   90,000 

 

If earned income has not been saved, then it has been spent.  Limiting these “unseen” 

purchases and paying into savings first are two important steps toward financial 

independence. 
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Retirement Savings Tips 
 

Saving for retirement will be most people’s biggest financial undertaking.  As an 

understandably overwhelming task, taking it back-to-basics will provide the foundation to 

be successful. Here are some points to consider:  

 

1. Create a Retirement Budget that Suits Your Life and Lifestyle                Determining 

retirement income needs starts with making realistic assumptions about the future. 

This includes life expectancy and spending habits.  

Retirement is longer now than for previous generations due to increasing life 

expectancy.  According to StatsCan the average 65-year-old Canadian male will live 

to age 87, women will live on average to 89 years.  Longevity can also be impacted 

by genetics, where you live, your marital status, and your lifestyle.  These are all 

factors that should be considered when planning for your retirement. 

It is important to be realistic about your post-retirement budget and lifestyle. Do not 

make the mistake of assuming that you will spend less money during retirement 

years. While this may be true for some, retirement is becoming increasingly 

expensive, particularly in the first few years.  A realistic spending plan and budget 

will help reduce unnecessary expenses when a paycheck is no longer being earned. 

2. Have A Savings Plan 

After determining cash flow needs, actionable steps can be taken to create the 

desired lifestyle.  The “4% Rule” is one popular method to determine annual 

maximum spending.  In this model, calculate 4% of your total retirement savings at 

time of retirement as your yearly total budget.  Assuming there are no additional 

earnings for the portfolio and no inflation the nest egg would last 25 years. 

3. Consider Inflation 

Failing to factor inflation into a retirement plan will reduce purchasing power. 

Inflation impacts the real economic power of a portfolio, understanding its effects is 

critical to ensuring adequate assets to last throughout retirement.  

4. Grow Your Retirement Savings 

Retirement means different things to different people, but the key is to enjoy this 

time of your life with sufficient income to live comfortably. An investment plan is the 

best way to accomplish this.   
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Emergency Funds 
 

An emergency fund is a cash reserve that is set aside for the sole purposes of providing a 

financial bridge during a short-term financial crisis.    

The traditional advice suggests that the equivalent of at least 3 months’ expenses be set 

aside in case of emergency.   An emergency fund should be separated from other savings, 

kept in liquid investments, and not be mingled with monies utilized for regular expenses. 

Predetermine what will constitute an emergency 

It’s always tempting to dip into savings for unnecessary expenses.  Therefore, it is a good 

idea to have rules to manage an emergency fund.  For example, an emergency fund could 

replace income in the event you lost your job, major repairs for your house, or major dental 

expenses.    

Have a Savings Strategy  

An emergency fund should be a top savings priority. To ensure financial goals are met, try 

the “pay savings first” method.   When payday arrives, pay into your emergency savings 

account a predetermined amount first before money sent or spent anywhere else.   

Know What Account is Best 

There are many options available for each type of savings, for an emergency fund the best 

accounts are ones that are easily accessible, but not linked to your debit card.  This usually 

means either a TFSA or High Interest Savings Account.  Both accounts would provide 

access to funds in less than one week and have no tax penalty or withdrawal restrictions.    

Reduce Risks 

An emergency savings account is meant for unexpected, negative events.  High risk 

investments could reduce the balance precisely when its needed due to market 

fluctuations or price changes of an individual security.   

 

An emergency fund is the first line of defence to protect an investor’s financial future.  It 

will allow long-term investments to be undisturbed by short-term events.  Interrupting the 

flow of compound earnings can result in significant reduction to portfolio values at the time 

of retirement.  This small, yet significant, adjustment can deliver valuable benefit. 
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The Importance of Insurance 
 

“The more you have, the more you have to lose” is an axiom that supports the value of 

insurance.   It can be used to protect against a loss of income, replace assets and protect 

survivors into the future should a bread-winner pass away.  The amount of financial risk 

you can potentially take-on often grows with your wealth.  However, the obligations 

associated with a high-income lifestyle also requires the income be replaced to allow the 

status quo to remain in-place.   

Having the appropriate insurance plan in place will alleviate the financial stress that 

accompanies illness, disability, or a death causes to survivors.  An insurance-licensed 

advisor will integrate the following strategies into a financial plan:  

Life Insurance 

Life insurance pays a death benefit to designated beneficiaries upon the death of the 

insured. There are two different options when purchasing life insurance:  

1. Term  

Term insurance is comparable to renting your protection. You pay premiums for a 

set period (ex. 10 years) and the insurance company agrees to offer you a pre-

determined amount of insurance for the duration of the term.  Once the term 

expires, the insurance is either renewed for another term at a higher cost or the 

coverage ends.  Term insurance is usually the most affordable way to protect family.  

2. Permanent Insurance                                                                                                       

Permanent life insurance offers many advantages. It provides your family with 

lifelong protection at a predictable cost, tax advantaged transfer of wealth, and 

estate preservation or creation. 

Permanent Insurance can be thought of as owning your protection.  There are two 

types of permanent insurance: 

Whole Life: Offers a permanent life insurance solution that offers fixed 

lifetime premiums and a cash value component that accumulates for the 

duration of the policy. 

Universal Life: Universal Life insurance can offer a flexible, permanent 

insurance option that also has a tax-advantaged investment component. If 

properly managed, it can help you to build wealth and provide protection.  

Unlike other types of insurance, life insurance is purchased for the benefit of surviving 

family members.  Life insurance provides beneficiaries with the large cash payment that 

can be invested or used to maintain their lifestyle and maintain their lives financially.  Life 

insurance can also be used to offset the tax implications in your estate or to create an 

inheritance for loved ones upon your death.  

Critical Illness Insurance  

Critical Illness insurance pays a lump sum benefit to the insured if they are diagnosed with 

one of the stipulated illnesses or conditions of the insurance contract.  

Critical Illness can be either purchased for a defined length of time like 10 or 20 years, or 

to age 65, or as a permanent insurance solution.  There is a listing of medical conditions 
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covered in a critical illness insurance contract.  If a diagnosis of one of the specified 

conditions is received, a claim is filed, and a benefit is paid following a verification process. 

When a critical illness policy is purchased, there is typically a waiting period before 

coverage begins.  

Dealing with a catastrophic illness can be very expensive. The loss of income and the cost 

of treatment and care is often greater than planned.  A Critical Illness policy can provide 

the policyholder and their family with the capital necessary to recover without threatening 

other financial goals and obligations.  It can protect existing savings by avoiding a 

withdrawal from RRSPs, which will have significant consequences for your retirement plan 

and income taxes.   

Disability Insurance 

Disability Insurance is an income replacement insurance that provides a monthly income if 

the policyholder becomes disabled or unable to work.  Disability policies can offer a wide 

range of protection options for both long-term and short-term disability as well as partial or 

total disability. The premiums are determined by the amount of income to be replaced, 

occupation, and other underwriting considerations like benefit amount, waiting period, and 

benefit period.   

In the of a disability, this insurance will replace a portion of the beneficiary’s income, 

typically about one-half to two-thirds. This income replacement can protect retirement 

savings and prevent the liquidation of retirement assets for day-to-day living expenses.  It is 

possible to avoid income tax on disability insurance payments, an experienced advisor can 

provide valuable guidance when coverage is purchased to protect future payments. 

 

It is essential to work with your advisor to mitigate risks in a financial plan by 

implementing strategic elements such as insurance.  Life, Critical Illness, and Disability 

insurance can provide different levels of protection and be personalized to individual 

needs.  Wealth and family members can be protected from unexpected events and illness 

with thorough insurance planning.    

 

 

 

 

 

 

 

 

 

 

 

 

 

 



       

PAGE   15 

 

Life Insurance: How Much is Enough? 
 

Life insurance is the foundation of solid financial plan. It is important ensure that survivors 

are protected if there is an unexpected death. Below are some typical considerations to 

include when calculating the necessary amount of insurance:  

1. Liabilities and Cash Needs 

A good rule of thumb is to first and foremost ensure that your debt is paid off in the 

event of your death. Mortgages, lines of credit, and car payments are all financial 

strains that can be left on a surviving spouse should be eliminated.  It is also 

prudent to account for expenses that might arise if one spouse were to die, like 

childcare expenses.  Future expenses that are not yet funded, like education 

savings, could be paid with insurance. 

2. Final Expenses 

Funerals and other memorial expenses are not cheap.  It is typically suggested that 

families plan for about $20,000 in final arrangement expenses.   

3. Income Requirements   

What would the surviving spouse’s standard of living look like?  Would the surviving 

spouse earn sufficient income to maintain the current family home, vehicles and 

extracurricular activities alone?  

Families should plan to have enough insurance that they can take an income from the 

invested capital to keep their current standard of living for many years to come.   A grieving 

family does not need additional surprises or disappointments.  Retirement contributions, 

living expenses, and income shortages are factors that should be included in an insurance 

plan.  

 

Example  
30-year-old John and Jane Jones have 3 children, a new house, two cars, and a plan to 

retire at the age of 60.   They want to make sure that if something happens to John that 

the family will stay on track financially, as Jane stays home with the children.  They work 

with their advisor to assemble the following:  

• Mortgage:  $400,000 

• Car Debt: $40,000  

• Education:  $100,000 x 3 children= $300,000 

• Retirement Contributions: $1,000 a month  

• Housing Expenses: $2,500 a month  

• Other living Needs: $2,000 a month  

• Final Expenses:  $30,000  

• Other Debt:  $20,000 line of credit  

The Jones need $790,000 to pay off debt and fund post-secondary education.  Jane will 

also need an income of $5,500 per month ($66,000 per year) for ongoing expenses to 

maintain their current standard of living.  $2,100,000 of investable capital (assuming a 4% 

annual return) is needed to generate an annual after-tax income of $66,000.    
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Life insurance is a financial vehicle purchased for surviving family members.  Reviewing a 

family’s expenses and financial needs can bring everyone peace of mind by funding it 

properly. 
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Debt Planning:  Good vs Bad Debt 
 

Good Debt vs Bad Debt 

The very nature of debt implies that there is nothing good about it.  No debt is good debt. 

However, assuming debt is only way most people can purchase a home or a vehicle.  What 

differentiates a good debt from bad debt is the purpose of the loan.  While some loans are 

a necessary evil, some unnecessary debts can become a financial abyss.  

What Is Good Debt? 

Good debts are generally referred to as future investments that will appreciate or provide a 

positive return over a period time.  The phrase, “it takes money to make money”, comes to 

mind.  These are loans that can generate more income and build net worth.  They are 

justified because a future reward is provided.  Repaying these loans is facilitated because 

they often replace an existing expense and the borrowed capital is employed productively 

to generate the required payments.  Examples of good debts include student loans, 

business loans, and mortgages. 

However, there is always risk when assuming debt, even a ‘good debt’.  Debt can 

jeopardize, or empower, a financial plan.  Inherent risk exists for loans intended to build 

your wealth and increase future net worth.  When a loan is used for investing in the stock 

market or real estate, for example, many assumptions are involved.  The rate of return is 

not certain, the timing of earnings could be delayed, additional expenses could arise.   

An experienced advisor will examine several options and discuss scenarios, both good and 

bad, to determine if ‘good debt’ is appropriate at this time. 

What Is Bad Debt? 

Generally, a ‘bad debt’ is borrowing to purchase a depreciating asset or an asset you do not 

need.  Borrowing money to acquire a want and not a need is usually ill-advised.  Examples 

of bad debt include car loans and credit cards used for non-necessities.   

 

A loan or credit can be  ‘good debt’ or ‘bad debt’, however, the reality is that it is still a 

debt, and must be paid back.  When deciding whether to incur debt, consider the type and 

purpose of the debt.  This will help determine whether a debt is truly worthwhile.  The 

fundamental question is, “Are you investing in your future or satisfying a current want?”  

Answering that question will provide valuable guidance.  
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Prioritizing Debt Repayment 
 

The ability to rank debt is an important skill to allow debt to be repaid on-time and more 

quickly.  Different debts have varying payback schedules that can often be integrated with 

one another.  This integration could occur as debt is taken-on to manage payments.  If 

payment amounts and timing are flexible, the interest rate is an important factor to 

consider when prioritizing your debt.  It is advisable to have a strategy for paying debts to 

reduce overall interest charges so that your other financial goals can be met.  

There are several strategies to prioritize debt repayment like focusing on the highest 

interest rate; starting with the least balance; starting with the highest balance; and 

consolidating your debts. 

Starting with The Debt with Highest Interest Rate  

This is known as debt avalanche.  It focuses on ordering debts from the highest interest 

rate to the lowest.  Debt with high-interest rate can be difficult to pay-off if most of the 

payment is dedicated to interest charges and little of the payment reduces the outstanding 

balance.  Eliminating this high-interest debt first will reduce interest charges and allow 

other debts to addressed sooner, as well.  Imagine an avalanche with debt tumbling down 

quickly.  

Starting with The Debt with the Least Balance 

This strategy is good for gathering momentum and building a debt elimination mindset.  It 

is known as the snowball debt repayment strategy, and it can provide as much motivation 

as it does debt reduction.  If you are unable to determine which debt to pay off first, begin 

with the debt with the lowest balance.  Once this first debt is eliminated more cash will be 

available to pay larger debts.  This strategy is useful if the avalanche strategy is not 

immediately appropriate.  

Starting with the Largest Balance 

This is the opposite of snowball strategy.  Beginning with the largest outstanding balance is 

sometimes unpopular because retiring the debt can require significant time and discipline. 

Focusing on this debt may not provide flexibility to achieve other financial goals because 

the corresponding payments may also be large, which could be limiting.  Also, if this debt 

has an interest-free period or a low promotional rate it may be best to reduce the balance 

first or prior to the introduction of a higher interest rate when the promotion ends.  

Consolidating Your Debts 

This is usually an option taken when someone has been unsuccessful utilizing other 

repayment strategies.  In this strategy many debts are repaid with a single loan.  Several 

payments are now consolidated or reduced to a single payment associated with the new, 

single loan.  Depending on the types of debt being consolidated and the rate and term of 

the new loan, total interest charges and payments could be lower.  Consulting with an 

independent financial advisor is recommended, because the opposite could be true, which 

will make a difficult situation worse. 
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Investment Vehicles in Canada  

 
There are many different investment vehicles available to Canadians.  Choices should be 

based upon an individual’s situation, risk tolerance, timeline, objectives, alternatives and 

investment knowledge.  Each investor is as unique as their goals and circumstances, most 

people utilize a combination of the following types of investments:  

GIC’s 

GIC’s, or Guaranteed Investment Certificates, are essentially a loan you make to an 

investment company.  In return for your loan, they promise to pay you a predetermined 

amount of interest, for a predetermined amount of time.  This interest may be paid 

monthly, quarterly, biannually, annually or at the conclusion of the term.  Typically, the 

longer the term, the higher the interest rate will be. At the end of the GIC term, your capital 

and any remaining interest earned will be paid back to you.  

 

GIC’s are generally considered a low-risk type of investment.  Deposits into GICs are 

protected by the Canadian Deposit Insurance Corporation (CDIC) against default.  Your 

investment will be repaid if the institution fails or is unable to repay the balance.  Since 

GICs require a commitment to a certain term (1 year, 5 years, 10 years etc.), they are not 

considered to a be a liquid investment and therefore are best suited for funds needed after 

the term expires.  

Bonds 

Bonds are a debt instrument.  This means, that investors lend either a corporation or a 

government money and the borrowing organization pays the lending investor interest in 

regular intervals.  This type of vehicle is often referred to as fixed income investment.  Like 

GICs, bonds require a certain amount of investor commitment. Every bond has a maturity 

date, however many secondary markets exist where bonds can be bought and sold prior to 

maturity.  All other factors being equal the price and corresponding yield is influenced by 

the prevailing bond rates, not rates when the bond was originally issued.  

Unlike GICs, bonds are not guaranteed investments.  While they are generally considered 

to be lower risk, there is a chance the borrower could default on the loan and the investor 

could lose their capital.  To allow investors to manage this default risk, each bond is given 

a rating.  Think of the risk rating as the borrower’s credit score.  If a bond has a high rating, 

lower interest or yield is earned since the likelihood of losing capital is, also, lower. 

Equities 

A share or a stock is a security that represents ownership in a publicly traded company.  

Being an owner allows an investor to participate in the overall growth of a company.  The 

share prices adjust continuously as they are traded on a stock exchange like the Toronto 

Stock Exchange (TSX) or New York Stock Exchange (NYSE).  Over time the price could 

increase (or fall) and dividends, which are funded by company profits, can be paid.  This is 

what many people first think of when they think of investing.  

Typically, companies issue stock through an Initial Public Offering (IPO) or a issue new 

shares to raise capital to fund the growth of the business.   Investors seek to purchase at a 

low price, then sell the share when the price has increased to realize a capital gain.   

Mutual Funds  

A Mutual Fund pools investor funds and invests in stocks, bonds, and other types of 

securities.  Each investor buys shares of the fund and participates in the growth/loss of the 
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mutual fund’s portfolio.  Each mutual fund has an investment objective and strategy called 

a mandate.  Mutual funds allow investors to diversify their investments within the mandate 

of the fund and utilize the expertise of the professional fund managers.  Mutual Funds are 

usually actively managed and allows a more hands-off approach for individual investors.  

For example, some mutual funds focus the investment in a specific sector like banking or 

energy.  Other funds invest in different parts of the globe such as the Americas or Asia.  

Since mutual funds contain the shares of many different companies tend to be a lower risk 

option than owning shares in only one company.   

ETFS 

Exchange Traded Funds (ETFs) are a type of pooled investment that is much like a mutual 

fund, but with key differences.  Like a mutual fund, an ETF is comprised of pooled investor 

funds that invest in a certain assets class, sector, or stock exchange based on its mandate.  

ETFs can be actively managed but were originally designed to be passively managed by 

tracking an index like the S&P 500.  This means there are no changes being made to the 

underlying holdings by the fund’s managers.  ETFs are purchased on a stock exchange the 

same way individual stocks are.  ETFs are still a relatively new investment vehicle but are 

popular due to their management expense ratio (MER), which is typically lower than a 

mutual funds MER.  

Segregated Funds  

Segregated Funds (Seg Funds) are individual insurance contracts that are a type of pooled 

investment.  They are very similar to mutual funds but are unique in that they provide a 

death and/or maturity guarantee that protects a portion of the invested capital (usually 

between 75% and 100%).  Typically, the investment must be held for a certain length of 

time to activate the guarantee.  Due to the guaranteed nature off Seg Funds, they tend to 

have slightly higher fees than a traditional mutual fund.  

 

Seg funds can be an important estate planning tool, as they are one of the only types of 

non-registered investment that allows a direct beneficiary designation.  
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                          How Investment Income Is Taxed 

 

Investments can represent a major source of income for some individuals and with that 

income comes a wide variety of tax implications.  Some types of investment incomes are 

subject to special tax treatment that significantly increase after-tax benefits.  

Understanding how investments are taxed is an important part of any financial plan.  The 

most common types of investment income most investors earn are interest, dividends, and 

capital gains.  

The examples below do not consider tax deferment available with “registered” accounts, 

which are covered in subsequent sections. 

Interest Income 

Interest income refers to the compensation an individual receives from making funds 

available to another party. Interest income is typically earned on fixed income securities, 

such as bonds and Guaranteed Income Certificates (GICs).  It is taxed at your marginal tax 

rate without any preferential tax treatment and is taxed annually whether it has been 

withdrawn from the investment.  

Example:   An investor buys a 10-year GIC earning 4% annually.  If the investor if the 

face value of the GIC is $100, $4 in interest will be earned every year for the 

next 10 years.  The investor must report the $4 of interest income on his 

income taxes and will be taxed at the marginal tax rate.   

Since interest income is reported as regular income, it is the least favorable way to earn 

investment income from an income tax perspective. 

 

Dividend Income 

A dividend is generally a distribution of corporate profit that has been divided among the 

corporation’s shareholders.  It is typically paid quarterly but can occur monthly or annually.   

The Canadian government gives preferential tax treatment to Canadian Controlled Public 

Corporations (CCPC) in the form of a dividend income gross up and Dividend Tax Credit 

(DTC).  The two types of Canadian dividends are usually referred to eligible or non-eligible. 

It is possible to receive dividends from a foreign corporation, but these dividends are not 

subject to any special tax treatments and are to be reported in Canadian dollars as regular 

income.  

Taxpayers who receive eligible dividends are subject to a 38% dividend income gross-up, 

which is then offset by a federal Dividend Tax Credit (DTC) worth 15.02% of the total 

grossed-up dividend amount.  Non-eligible dividends are subject to a gross up of 17% and 

10.5% DTC.  

Example: A shareholder of a Canadian Controlled Public Corporation is paid a dividend 

of $100.  This income is an eligible dividend and is subject to the gross-up 

and the DTC.  His dividend would be grossed-up by 38%, so they would 

declare income of $138.   The DTC, calculated at 15.02% of the grossed-up 

amount, equals $20.73.  Therefore, the shareholder would report a dividend 

income of $138, and would have his federal taxes owing reduced by $20.73.   

The rationale for the gross-up and DTC are to avoid double taxation.  Dividends are paid in 

after-tax corporate earnings.  If there were no adjustment, the same income would be 

taxed in the hands of the corporation and the individual.  The tax treatment for dividends  
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can make it a tax advantageous method to earn income. Tax on dividends is due when 

they are paid.  

Capital Gains 

Capital gains are realized when an asset is sold for an amount higher than its cost.  For 

example, if an investor bought a stock at $6 per share and sold them at $10 per share, 

they would have a capital gain of $4.  What makes capital gains different from other types 

of investment income is that you only are required to pay tax on 50% of the gain.  In this 

example, only $2 of the $4 gain is subject to income tax.   

Another desirable trait of capital gain income is that you do not have to pay tax until the 

investment is sold (or deemed to have been sold due to the owner’s death).  This affords 

the investor some control over when gains and associated taxes are triggered.   

 

Investors should understand the predicted tax implications of their investments. Your 

advisor can help you understand how you will be affected, and therefore plan accordingly.  
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Understanding Investment Risk  
 

Risk is ever present in the investment world. With a few exceptions, every investment 

vehicle carries a certain degree of risk.  Most investors personalize risk is the likelihood 

that the value of an individual investment vehicle or their portfolio will fall.  Understanding 

the various types of investment risk facilitates managing each risk type individually and, 

also, collectively.  Below are the common and impactful risks to your investments.  

1. Inflation Risk  

Inflation risk is essentially the risk that your investments growth will not keep pace 

with rate of inflation and therefore reduce your purchasing power and return on 

investments.   Fixed income vehicles, such as bonds, are especially prone to 

inflation risk.  

2. Business Risk 

Business risk is the possibility that a company’s profits could be lower than 

expected.  This could be due to several factors such as employee strikes, new 

products, competing firms, bad public relations, etc.    Almost all investment 

products are subject to this risk.  

3. Political Risk  

Political risk is associated with unfavorable changes in government policy and how 

those policies affect business or investment in the country.  For example, if a 

government raises tax rates for foreign investors the value of those investments 

could fall when fewer foreign investors seek them. 

4. Liquidity Risk  

A security that is difficult to sell is said to be illiquid, and therefore is experiencing 

liquidity risk.  If an asset cannot be quickly converted to cash at a fair price, it may 

cause the investor to miss buying or selling opportunities.  

5. Interest Rate Risk  

Investors are exposed to interest rate risk when interest rates are fluctuating or 

changing based on central bank monetary policy.  For example, fixed income 

securities (bonds) have an inverse relationship to interest rates, when interest rates 

rise bond prices fall. 

6. Currency Risk  

Currency risk, or foreign exchange risk, occurs when foreign investments are made 

and the foreign country’s currency falls in value.   

7. Default Risk  

Default risk occurs when a company issues more debt than it can financially 

maintain. When this happens, the company is at risk for defaulting on their cash 

obligations and not making interest or dividend payments. 

Beyond individual types of Systematic Risk can affect many investors with widely differing 

investments simultaneously.  System-wide risks extend beyond companies to sectors, 

countries, even globally.  An example is the Great Depression, and currently the effects of 

climate-change are growing rapidly.  Although System Risk is difficult to manage, its 

potential effects should not be ignored.  Advisors have sophisticated tools and research at 

their disposal to assist individual investors to help mitigate all types of risk. 
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How to Avoid Investment Bias  
 

Behavioral Finance is a field of study that combines psychology and economics.  Investors 

are not always rational or logical, which is contrary to basic economic theory.  Behavioral 

Finance believes that humans are subject to personal beliefs and biases can lead to 

irrational and emotional decisions.  These emotional reactions can have a significant 

impact on your investments and financial goals, as they sometimes drive decision-making. 

Acknowledging and understanding these biases and taking steps to avoid them promotes 

the creation of a strong, diversified portfolio.  

Common investment biases that lead to illogical decisions include:  

1. Confirmation Bias 

Confirmation bias is the tendency to seek out information that supports pre-existing 

ideas.  When picking investments, seeking only supporting information will justify 

preordained decisions. This can be dangerous and costly.    

How to Avoid this Bias:  Take time to consider all the information available to you 

before deciding.  With your advisor gather data and to make informed investing 

decisions.  

2. Anchoring 

Anchoring occurs when investors fixate on past prices. Getting “anchored” to the all-

time high share price or a market index can cause investors to reject rational 

investment decisions based on current information and hold onto losing 

investments.  

How to Avoid this Bias:  Thinking critically is your best defense against anchoring.  

Allow your Advisor to run likely scenarios, best-case, worst-case, play devil’s 

advocate to analyze the situation.  Successful investors base their decisions on 

many relevant factors, not just one piece of data. 

3. Mental Accounting 

Mental Accounting is the tendency to assign specific uses for different categories of 

funds.  For example, we may consider our tax return “bonus money”, and therefore 

spend it more frivolously, when it could have been applied to debt or deposited into 

retirement savings.   

How to Avoid this Bias:  The source of money should never determine its 

destination.  Your advisor can organize your financial priorities and treat all money 

equally.  

4. Overconfidence 

Being an overconfident investor can lead to irrational investment decisions.  Prior 

success, no matter how large, does not guarantee it will be repeated.  You may 

begin to trade more rapidly or under-diversify to hit-it-big, again.    

How to Avoid this Bias:  Recognize that you can be too optimistic with your 

investments, and it can cost you big time.  Be sure that the decisions you are 

making are driven by reason, not emotion.  
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5. Loss Aversion 

The opposite of overconfidence is suffering from loss aversion.  Loss aversion 

focuses investors on negative outcomes and prevents the pursuit of positive 

opportunities.  This rationale can lead to unbalanced portfolios, selling unprofitable  

 

investments prior to a rebound, listening to only bad news, which could lessen 

financial potential.  

How to Avoid this Bias:  The pain of loss is a natural, human experience and survival 

demands that it be avoided.  Your Advisor can formulate a plan to anticipate both 

positive and negative events and the actions to necessary to achieve your financial 

goals.  A rational plan will prevent emotional decisions from harming your portfolio.  

 

We all possess a unique combination of rational and irrational traits when it comes to 

investing.  Self-awareness and education can overcome these hurdles.  Advisors can help 

moderate and adapt biases, maintaining progress toward financial goals.   
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RRSP’s 
 
As each February concludes and RRSP contribution season ends, investors across Canada 

exhale feel a sense of relief and accomplishment.  RRSPs are an extreme example of 

deferred gratification; doing something good now for a benefit that occurs much later.   

As the North American society has moved away from employment-based pension plans 

everyone is responsible to save for their retirement, and Registered Retirement Savings 

Plan is a fundamental tool to save.  This is especially true when publicly managed pensions 

like Canada Pension Plan (CPP) and Old Age Security (OAS) do not provide enough income 

for most.   

Saving for retirement takes planning and discipline, it is not easy to manage the important 

(retirement savings) with the urgent (immediate expenditures). 

An RRSP allows Canadians to defer income tax on both the initial deposit and any growth 

those assets generate.  Making the maximum contribution could save you almost $15,000 

on this year’s tax bill depending on your income level and associated tax rate. 

• Contributions to your RRSP are deducted from your taxable income.  If you earn 

$100,000 and make a $24,000 RRSP deposit, you are taxed on just $76,000  

• Contributions and earnings are subject to income tax when withdrawn, or at death 

(unless the RRSP is transferred to a surviving spouse). 

• Contribution amounts are based on your income level.  18% of your income can be 

deposited into your RRSP with the annual limit of $27,830 for the 2021 tax year 

and $29,210 for 2022. 

• Contribution room from previous years that has not been used is carried forward 

permitting deposits above annual and percentage limits    

• Contributions can be made at any time during the year, and until the end of 

February for the prior year’s tax return.  This allows the prior year to conclude before 

the contribution amount is fully calculated. 

• Contributions can be managed based on your unique situation, current and 

potential earnings, and the tax brackets that you fall into.  For an Ontario resident 

paying the highest marginal tax rate of 53.53%, a $24,000 deposit will reduce your 

income taxes by $12,874. 

• Contributions can be managed between years to reduce overall taxes.  Unused 

contribution room can be utilized for years when a higher tax bracket is being 

applied to your income.  Depending on your situation it might be better to wait or 

make a deposit now. 

• Contributions often generate a tax refund.  When your payroll deductions are 

accurate most people will not pay or get a refund when filing their taxes.  An RRSP 

is not typically factored into these calculations, and the tax savings generated by an 

RRSP deposit often appears as a refund! 

 
Contributions that are made monthly grow larger than the same yearly amount deposited 

annually after each year has ended. 

 

$2,000 deposited at the start of each month for 25 years grows @ 6% to  $1,385,988 

$24,000 deposited at the end of each February for 25 years grows @ 6% to $1,316,748 
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  Without any additional deposits that’s a difference of   $      69,240!! 

This is often a conservative estimate.  The difference is usually much larger because an 

investor who commits to monthly contributions and agrees to a PAC (Pre-Authorized 

Contribution) is much more disciplined.  An annual, large payment is more susceptible to 

the negative effects of variations in year-end bonuses and a year of day-to-day spending.  

Many investors believe that skipped payments can be caught-up later, which the effects of 

compound interest make difficult to achieve.   

Setting up an RRSP with a monthly PAC can help you retire sooner, because we cannot save 

what we have already spent. 
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TFSA vs RRSP  
 

Whether you should invest in a Tax-Free Savings Account (TFSA) or a Registered 

Retirement Savings Plan (RRSP) is a question that affects almost every investor.  For most, 

the answer is typically “a bit of both.”  

If you have a looming short or medium-term need (under five years), the untaxed TFSA 

withdrawals are likely the right choice.  For longer term retirement needs, you’ll want to 

invest in an RRSP.   

What is the Difference? 

Both RRSPs and TFSAs can contain the same basket of investments whose growth and any 

earned income inside either account are sheltered from taxes when they are earned. This 

includes cash and cash-like instruments, GICs, stocks, mutual funds, exchange-traded 

funds (ETFs), and bonds that generate interest, dividends, dividend reinvestment and 

capital gains.   

However, the RRSPs and TFSAs have different tax treatments at time of deposit and 

withdrawal.  RRSP contributions reduce taxable income, but the entire withdrawal (the 

original deposit and any income) is subject income tax.  TFSA deposits do not reduce 

taxable income, but none of the withdrawal, including any earnings, is subject to income 

tax.  Also, the TFSA contribution room is reinstated in the year following a withdrawal, so 

you can contribute, withdraw, and contribute again. 

Tax Free Savings Account  

Contributions to a TFSA are not tax deductible, and they do not reduce your taxable 

income.  These after-tax deposits are not taxed when they are withdrawn, nor are any of 

the gains made inside a TFSA. 

When you open a TFSA you must be 18 years of age and have a valid Social Insurance 

Number (SIN).  TFSAs were introduced in 2009 and the lifetime maximum for those who 

were at least 18 years old in 2009 is now %81,500.  An investor can contribute all of their 

lifetime contribution room at once or over a period of time.  Each year additional 

contribution room becomes available to increase the lifetime limit, and each person is 

entitled to the same amount ($6,000 per year in 2022, for example) 

For Canadians who have become non-residents, or for non-residents who pay Canadian tax, 

there are additional rules that you should be aware of. If you have foreign citizenship or ties 

to another country, contact CRA to verify the country’s contribution room before depositing 

to your TFSA.  

Allowable deposit amounts are readily available from CRA.  Over-contribution penalties are 

severe at 1% per month.  

An important distinction between TFSAs and RRSPs is that upon a TFSA withdrawal, the 

allowed contribution room is not lost; rather, it becomes available again in the next 

calendar year.  Many investors will incur over-contribution penalties because they 

innocently payback the withdrawal in the same calendar year, creating an over-

contribution.  Just wait until New Year’s Day, and you will get your contribution room back. 

As of 2022, the maximum lifetime cumulative limit for TFSA contribution is $81,500 per 

person.  Therefore, a couple could contribute a total of up to $163,000 to TFSAs.  If the 
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invested funds earned 5% returns, the gains could be left inside the TFSA to grow further or 

withdrawn with no tax obligation on $8,150 in income.   

If the $8,150 was earned outside a TFSA in a regular, non-registered account, the 

combined Federal and Provincial income tax of 53% (using Ontario as an example) would 

cause a tax obligation of just over $4,320, leaving only $3,830 after tax. 

Any investor who has funds outside of a registered account and is paying income tax on 

returns would benefit from a TFSA.    

Registered Retirement Savings Plan 

The “contribution room” is based on last year’s income level and is unique for everyone.  

Each year you can make an RRSP contribution up to eighteen percent of earned income 

from the previous year, less any pension adjustments. Maximum contributions do exist. For 

the 2022 tax year, for example, the maximum allowed contribution is $29,210.  The 

maximum amount in 2021 was $27,830.  Any unused contribution room can be carried 

forward to the following year to arrive at your total available contribution room. 

Your allowed amount is available from CRA; you can also find this information on your 

Notice of Assessment or Notice of Reassessment, which the CRA sends after reviewing 

your annual tax return. To be eligible for RRSP contributions, an individual must earn an 

income and file a tax return.  Creating RRSP contribution room is a compelling reason for 

students who do not owe tax to file a return. 

How Do They Compare? 

RRSPs and TFSAs were created with different goals in mind, which explains their different 

behavior in relation to taxes. Moneysense.ca explains:  

"With an RRSP, you can deduct the contribution from your income, 

which (usually) earns you a tax refund, but the money becomes fully 

taxable when you take it out. The TFSA is the reverse: you don’t get a 

tax break on contributions, but you don’t pay tax on withdrawals either.  

So, if you’re deciding between the two options, the question boils down 

to whether you should pay the taxman now or later." 

If your income (and therefore your tax rate) is greater now than you expect it to be during 

retirement, concentrating more on an RRSP could lower lifetime taxes.  If current income 

tax rates are projected to be lower than retirement-aged tax, emphasize TFSAs. 

Most people with a high salary and secure pension plan find more benefit from the TFSA 

because the pension combined with Old Age Security (OAS) and the Canada Pension Plan 

(CPP) could potentially increase their income high enough to prompt a claw-back of OAS 

when they withdraw from an RRSP that has been converted into an RRIF. 

RRSPs, however, are often the most sensible for most people. Those who are not high-

income earners could immediately invest the tax refund received into a TFSA and benefit 

from the compounding of long-term tax-free earnings.  

Pros of RRSPs  

• Immediate tax benefit 

• Funds can be deposited in a Spousal RRSP to lower taxes of the high-income 

spouse and equalize income in retirement to reduce income taxes 

• Enforces discipline because tax implications limit when funds can be withdrawn  

• At death, RRSPs can be transferred to the surviving spouse.  This election is best 

made directly with the institution and in-detail with a will.  Both the institution and 

the will should contain clear and consistent elections and wording 
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Pros of TFSAs  

• Gains made inside a TFSA are not subject to income tax 

• Funds can be withdrawn from a TFSA at any time without any tax penalties 

• TFSA spans a lifetime, does not present any tax liability at death like an RRSP 

• Unlike an RRSP, the TFSA does not have to be converted to an income plan like an 

RRIF  

Cons of RRSPs 

• The investor will pay tax upon withdrawal, and a minimum, ten percent withholding 

at source is required with a maximum of thirty percent for larger amounts 

• If a withdrawal is made before retirement (and not for a first-time homebuyer or 

attend school) the entire amount will be added to employment income and will be 

subject to the prevailing Federal and Provincial marginal income tax rate 

• Withdrawals result in permanent loss of contribution room 

• At the time of death, the Fair Market Value of the RRSP, is treated as if it had been 

withdrawn.  This converts the entire amount of the RRSP into income on the 

deceased terminal return (deceased’s last tax return for the tax year in which death 

occurred). If the balance is large enough, it can generate significant tax liability for 

the heirs. 

o If the spouse or common law partner is the sole beneficiary of the RRSP and 

the RRSP property is transferred (by December 31st of the year following 

death) into an eligible retirement account, then no income taxes are 

triggered 

Cons of TFSAs 

• Funds can be withdrawn from a TFSA without tax implications that may tempt less 

disciplined investors 

• Repayments of withdrawals that put an individual over the maximum contribution 

are subject to severe penalties; investors must self-monitor, and wait until the 

following year 

Both RRSPs and TFSAs have important features and functions within an overall investment 

strategy.  In an ideal situation, you’ll want to utilize both within your portfolio.  

 

 

 

 

 

 

 

 

 

 
 



       

PAGE   32 

 

Registered Education Savings Plans 

 

Not only has the cost of college and university risen sharply, but so has the importance of 

graduating with a marketable skill and knowledge set.  The cost of tuition, books, supplies, 

residence, and travel for a student in an undergraduate program at a Canadian public 

university is approximately $25,000 per year.   

Although more in-depth analysis is usually required, the quick RESP facts are: 

• The Canada Education Savings Grant (CESG) will match 20% of RESP contributions 

up to a maximum of $500 per year per beneficiary and to a lifetime maximum of 

$7200 per beneficiary 

• There are no minimum or maximum annual RESP contributions, but each 

beneficiary has a $50,000 lifetime contribution limit 

• Contributions grow tax-free until they are withdrawn, like an RRSP 

• Only the grants and earnings withdrawn as Education Assistance Payments (EAP), 

are taxed 

• EAPs are taxed in the hands of the student, typically at a much lower income tax 

rate or no tax at all if the student’s income is low enough 

• At time of withdrawal the original contributions are treated as return-of-capital and 

are not taxed 

• Returned capital and EAPs can be used for education-related expenses, including 

housing and transportation, when enrolled at any eligible domestic or foreign post-

secondary institution or training program 

• A child can be the “beneficiary” on more than one RESP. 

• RESPs are typically opened for children by parents, grandparents, aunts, and uncles 

Passing wealth between generations to minimize student debt by opening and contributing 

to a RESP on behalf of your grandchildren is an excellent option.  The opportunity to set 

aside a useful inheritance directly to your grandchildren for the expressed purpose of 

education is extremely appealing for many. 

All the contributions and grants grow tax free to fund education-related expenses for future 

education. 
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Registered Disability Savings Plans  
 

Registered Disability Savings Plans (RDSP) were designed to assist Canadians with 

disabilities and their families with savings incentives.  RDSP holders may also be eligible 

for grants to increase savings.  Since some disabled individuals have diminished earning 

capabilities, and an increased cost of living, families shoulder much the financial burden.   

For those investors who receive the Disability Tax Credit, are under age 60, possess 

Canadian residency and a Social Insurance Number, and are seeking long-term savings, an 

RDSP should be considered. 

An RDSP operates similarly to a Registered Retirement Savings Plan (RRSP) and a 

Registered Education Savings Plan (RESP).  Growth within these plans is not taxed until it 

is withdrawn, and withdrawals are a combination of untaxed return-of-capital and taxable 

gains.  Often a holder pays little or no income tax since they often do not have additional 

income other than modest RDSP withdrawals and disability tax credits. 

Contributions of any amount may be made in any year, up to the lifetime contribution limit 

of $200,000 per beneficiary.  With written permission from the RDSP holder, anyone may 

contribute to the RDSP, parents, grandparents, friends, etc.  Additionally, grants and bonds 

augment the contributions to increase the invested capital, if eligible.  The lifetime limit of 

grants and bonds are $70,000 and $20,000, respectively.  An RDSP is meant to encourage 

long-term savings.  Therefore, the general rule is that grants and bonds must be repaid if 

the deposit earning the grant or bond has been held for less than ten years. 

If contributions are made regularly for twenty years, the grant can be maximized.  By 

contributing the $200,000 lifetime maximum amount with at least $1,500 in contributions 

each of the twenty years, a beneficiary would have $270,000 in contributions and grants 

compounding tax free until withdrawal.  Barring any serious market corrections, and a 

reasonable rate of compounded growth, savings could approach $500,000 in a matured 

RDSP when the beneficiary reaches age 60. 

As with all “registered” accounts, detailed rules are in-place for contributions, matching 

benefits provided by the government, and withdrawals from these plans.   

• Only one RDSP can be created and held by the beneficiary at one time.   

• The maximum contribution for an RDSP (and consequently an individual holder) is 

$200,000.  Care should be taken when planning contributions to maximize grants, 

bonds and saved amounts.  A sensitivity analysis should be made to compare lump 

sum contributions versus steady, regular contributions. 

• Grants are limited to $3,500 each year and can be reached after $1,500 in 

contributions (if family income is less than the allowable amount of $98,040 for 

2021). 

• Family members (typically parents) can open and sign for their disabled child 

• No annual contribution limits 

• $200,000 lifetime contribution limit 

• Contributions cease by December 31st of the year the beneficiary turns 59 

• Grants and bonds cease by December 31st of the year the beneficiary turns 49 

• Investments grow tax-free inside the RDSP 

• Withdrawals are a combination of taxable and non-taxable funds 

• Withdrawals can only be for the beneficiary’s use 

• Must begin by December 31st of the year the beneficiary turns 60 
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• When an RDSP is closed, grants and bonds (or their fair market value, whichever is 

less) must be repaid if: 

o they have deposited for less than 10 years, 

o the beneficiary passes away. 

o Beginning in 2020, RDSP’s are no longer required to close if the beneficiary 

is no longer eligible for the Disability Tax Credit.  However, the plan will not 

accept contributions, grants, or bonds. 

RDSPs are a complex investment vehicle that require careful planning. A professional 

Advisor will guide beneficiaries and their families through the options and rules not 

expressed here. 
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Retirement Income Planning 
 

Retirement Income Planning is the intelligent dismantling of accumulated assets in a tax 

efficient manner to produce liquidity to be used as income.  This process should begin at 

least ten years before retirement and will often affect the use of registered accounts prior 

to retirement, as well as the timing or retirement or semi-retirement. 

The goal is to avoid, reduce or defer taxes, provide income flexibility and stability, and 

avoid Old Age Security (OAS) claw backs. 

Retirement Income Planning requires some baseline information, some assumptions, and 

will generate several scenarios. 

Step 1 – Determine baseline income 

“Fixed Income” has been used negatively, but in this case, it simply means: ‘what income 

will you automatically receive in retirement that you cannot control?’ 

Fixed income includes company and private pensions.  A recipient has only two choices: 

take a lump sum or receive a periodic payment for the rest of their life (not including 

survivor benefits).   

For Retirement Income Planning the pension administrator will provide an accurate 

prediction of both the lump sum and periodic payment amounts based on anticipated 

compensation, contribution history and age. 

For example, a retiree with a Defined Benefit or Defined Contribution Pension Plan could 

be paid about 60% of their earnings in retirement.  If the earnings were $90,000, their 

pension would be about $54,000 annually. 

Step 2 – Determine Canada Pension Plan Old Age Security benefits 

For those who expect to live to the average life expectancy, taking CPP early reduces the 

overall benefit of this income source.  If you are in poor health, expect to have a shortened 

life expectancy, or are unable to work, then taking the CPP early might be the best 

decision.  StatsCan has the average life expectancy for 65-year-old Canadian men and 

women at 22 and 24 years, respectively.  Therefore, you will collect CPP until age 87 or 89 

if you start at 65.  The penalties for taking CPP early don’t make sense for ‘average’ 

Canadians.   

For 2022, the maximum benefit for those who take CPP at age 65 is $1,253.59 per month 

or $15,043.08 per year. 

The OAS benefit is based on the length of residence in Canada after age 18, the full benefit 

for at the beginning of 2022 is $642.25 monthly or $7,707 annually.  Thankfully, OAS is 

not considered taxable income. 

Step 3 – Project your RRIF income 

Eventually, unless you withdraw everything from your RRSP, it will be converted into a 

Registered Retirement Income Fund (RRIF). 

Depending on the age at which you make this conversion, specified annual minimum 

withdrawals must be made.  As the RRIF owner ages the minimum withdrawal 

percentages increase.  At age 71 the minimum withdrawal is 5.28% of the RRIF balance, 

and at age 81 the withdrawal minimum is 7.08%.  A $500,000 RRSP, converted to a RRIF 

will require withdrawals of $26,400 at age 71, all of which will be subject to income tax. 

Step 4 – Project and protect your total Income 
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Someone with these income sources of $54,000 pension, $15,043 CPP and $26,400 RRIF 

totaling $85,443 would have very little tax relief.  All this income would be treated like 

employment income, with no capital gains deduction or dividend tax credit.  Depending on 

the province the marginal tax rate for the 2022 tax year would fall between 25 (Alberta) 

and 35% (Nova Scotia) 

It might make sense for some investors to stop contributing to their RRSPs to lessen the 

amount converted into an RRIF, diverting funds to a Tax-Free Savings Account (TFSA) to 

eliminate tax on those withdrawals and provide increased flexibility. 

Additionally, the Old Age Security (OAS) “claw back” is a consideration for many.  Once your 

income in 2022 reaches $81,761 the OAS benefit begins to be reduced by 15% for every 

dollar you earn over that amount.  This effectively taxes income over the threshold by an 

additional 15%.  In the example above, $3,682 is earned above the threshold ($85,443 

less $81,761) and the OAS benefit would be reduced by $552 (15% of $3,682). 

Step 5 – Determine ways to reduce tax and increase income 

Experience and creativity is required to produce income when needed without triggering 

unnecessary income tax.  Although, CPP, OAS, pension payments and RRIF withdrawals 

are relatively static, it is the preparation and planning for these amounts that is needed.  

This includes the timing of sales that might generate a large capital gain, like a cottage, or 

utilizing spousal RRSP contributions.  Retirement income planning should begin about a 

decade before the planned retirement date.  This allows enough time for adjustments to be 

made that will affect net income level.   

Planning retirement income should be conducted with an advisor who specializing in this 

area to maximize income, minimize tax and coordinate government benefits. 
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Guide to Government Benefits 
 

Canadians have access to two main government retirement benefits:  Canada Pension 

Plan and Old Age Security.  

The Canada Pension Plan (CPP) retirement pension is a monthly, taxable benefit designed 

to replace employment income during retirement.  The payment amount is based upon 

Canadian work history and contributions to the plan by the individual and their employer, 

and age when CPP is initiated.  To qualify for CPP, an individual must have: 

• reached 60 years old, or older 

• contributed to CPP 

The amount received each month is based on average earnings throughout your working 

life, the contributions to the CPP, which are based on earnings, and age at the start your 

CPP retirement pension.  

The standard age to start the pension is 65.  However, CPP can begin as early as age 60 or 

as late as age 70.  There is no benefit to wait beyond age 70 since the maximum payment 

will be achieved. 

If you start receiving your pension earlier, the monthly amount you’ll receive will be 

smaller. For each month CPP is taken before age 65 it is reduced by 0.6% or 7.2% per 

year.  If taken 5 years early at age 60 the monthly CPP payment will be reduced by 36%.   

If CPP is started later, a larger monthly amount will be received.  A premium of 0.7% is 

paid for each month after age 65.  If a CPP recipient waits until age 70, they will receive a 

42% bonus on their monthly CPP payments.   

At the individual maximum CPP payment for 2022 of $15,043.08 the annual pension 

could be reduced by $5,415 to $9,628 by taking it at age 60 or increased to $21,361 by 

waiting until age 70 to initiate CPP. 

Old Age Security is a monthly pension available at age 65 and eligibility depends on how 

long you have been a resident of Canada.  It cannot be taken early but can be delayed.  The 

premium for waiting for OAS is 0.6% per month to a maximum of 60 months or 5 years.  

Taken at age 70 the maximum premium for OAS would be 36% or $2,775 on the 

maximum of $7,707. 

Assuming average health and life expectancy and a suitable financial situation it is 

generally better to defer CPP and OAS for as long as possible to maximize the total paid 

benefits.  This decision should only be made in conjunction with a complete financial and 

retirement plan. Other considerations, such as the OAS claw back, income from other 

sources and associated income tax, must be included to manage retirement income 

effectively. 
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Estate Planning Checklist 
 

While uncomfortable to think about, effectively estate planning for when you are no longer 

here can save your loved ones a great deal of time, money, and emotional hardship.   

Estate planning can be complicated, but there are some basic “must-do’s” that should be 

regularly updated and reviewed.  Below is a simple checklist for making sure your estate 

plan is up to date. 

Wills  

• Have you created a will? 

• Has it been updated in the past 3 – 5 years?  

• Have you experienced any major life changes since the will was created?   

o Has a new marriage, divorce, child, death, major financial change occurred? 

• Is your Executor available and capable? 

• Does the division and allocation of assets among family members account for 

anticipated taxes in total and for each recipient? 

Wills should be created with the guidance of an estate lawyer to ensure that your final 

wishes are correctly documented and carried out.  It is vital that a will be regularly updated 

as it acts as the foundation of your estate plan.  

Beneficiaries  

• Do all your registered investments have a named beneficiary?   

o This includes RRSP, RDSP, RESP, TFSA, Pension Plans, and Segregated 

Funds.  

• Do all your life insurance policies have a named beneficiary?  

• Have you recently reviewed your beneficiaries?   

o Has there been a major life changes such as a marriage or divorce that could 

warrant a change to your beneficiary appointment?  

Beneficiary designations allow for assets to bypass probate (in most cases) and be passed 

directly to your beneficiary.  Beneficiaries and associated accounts should on-record with 

the financial institutions, typically with a nomination form, and should be consistently and 

specifically stated in the will. 

Dependents  

• Do you have a family member that you wish to provide an income to after your 

death? 

• Do you have family members that you wish to fund an education for after your 

death?  

• Do you have any family members that have special psychological or physical needs 

that require financial support?  

• Do you have a parent or other relative that you wish to ensure is taken care of 

financially if you die prematurely?  

There are a variety of different financial and legal tools available to Canadians to provide 

income or support for their dependents following their death.  Keeping your dependents 

updated in your will is important as they or their situation may change throughout your 

lifetime.  
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Executor 

• Have you named an Executor or Executors?  

 

• Is the Executor been briefed on the current contents of the will?  

o Have you named an alternate Executor in the event your first choice is 

unable to fulfill the position?  

• Has your Executor been made aware of their appointment, and do they possess the 

necessary skills to act as Executor? 

An Executor is someone you appoint in your will that will be responsible for administering 

your estate.  An Executor should be someone you trust and someone who is capable of 

dealing with the potentially complex responsibilities involved with administering an estate.  

Powers of Attorney  

• Have you appointed a Power of Attorney for Property? This person will manage your 

finances and personal property in the event you incapable or elect them.  

• Have you appointed a Power of Attorney for Personal Care (Health)?   This person 

will be responsible for making medical and personal care decisions if you are 

unable.  

• Are you POA’s aware of their appointment and willing/capable to perform the tasks 

that will be required of them?  

Power of Attorney is a legal document that allows you to appoint someone to help you with 

your finances and personal care if you feel unable to do so or become mentally incapable.  

Financial Planning 

• Have assets been structured in the most tax efficient manner? 

• Can liquid assets cover final expenses, estate taxes, probate fees, and funeral 

arrangements?  

• If applicable as a business owner, does a succession plan exist and does it need to 

be funded? 

• Have charitable donation before/after death been determined?  

Your financial advisor will play a significant role in helping you prepare your estate.  The 

above questions are only some of the issues that you may want to bring up to your 

financial advisor so that they can help you make your estate as efficient as possible. 

Your Personal Financial Inventory  

• Inventory of Assets and Liabilities  

o Real Estate 

o Investments 

o Bank Accounts 

o Annuities/Life Insurance 

o Personal Property (Art, Jewelry etc.)  

o Pensions 

o Small business shares and Structure, including partnerships 

o Digital Assets  

• Location of Documents 

o Will and Power of Attorney  

o Birth and marriage certificates  

o Divorce/Separation agreements  
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o Insurance policies 

o Deeds 

o Safety deposit box and key 

o Preplanned funeral arrangements  

o Trust documents  

o Names and contact information of professional advisors  

o Executors, liquidators, and trustees 

Far too often family members and executors are left scrambling to find important 

documents and information.  Your financial advisor and lawyer can help you collect the 

above information and organize it for your beneficiaries and executors.  
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A Final Note from Your Advisor 
 
 

(You can delete this page or personally add your final call to action) 

 

 

Overall Mission Statement for Clients 
 

Examples: 

 

 
“Our mission is to promote health and prosperity to all clients.” 

 

“Our mission is to bring security and prosperity to people’s lives.” 

 

 

 

 

 

 

 

 

 

Contact Information/Office Directions and anything more you wish to add 

 
Please contact us directly at the following.  We are always happy to engage with any 

questions/concerns you may have. 

 

(copy and paste any informtion you feel needs to be included) 

 

 

 

 

 

 

 

Company Disclaimer 

 
(copy and paste any disclaimer you feel needs to be included) 


