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Coming to the rescue of your savings: FP Personal
Finance presents advice from some of the country's

While many Canadians are stressed about RRSPs and the looming contribution
top experts in this video series.

deadline, Jason Casagrande feels excitement. The 34-year-old Torontonian, however,
has been investing since he was 15, and works as a certified financial planner with
BMO’s investment and retirement planning department. “Seeing the accounts grow is

my motivation,” Mr. Casagrande says. Featured Contributors
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The rest of us hear the term RRSP — maybe even just the first two letters — and get
glassy-eyed, or even wide-eyed (60% of respondents of a recent BMO poll reported
suffering from anxiety about gathering retirement savings).

So how do you get people excited about saving for the future? First, arm them with
information. To help, Mr. Casagrande, and other financial experts, have provided
answers to their most frequently asked questions.

Q What are the rates on RRSPs?

A “There seems to be a misconception with what RRSPs actually are. People think an
RRSP is an investment,” says Scott Plaskett, a certified financial planner and founder of
Ironshield Planning. “It’s not an investment, it’s simply an account that you put
investments into that have certain tax benefits associated with it.”

Q OK, how much can I contribute to my RRSP?

A Revenue Canada puts limits on the amount of money you can contribute to registered
savings programs every year. You're able to contribute up to 18% of your previous
year’s income to your RRSP, up to a maximum of $22,970 for 2012. The tax benefit?
You are then taxed on your income, minus the RRSP contribution. (Revenue Canada
mails you a notice of assessment, which tells you your contribution limit.)

Q What happens if I get too excited and over contribute?

A Revenue Canada will penalize you 1% a month on the over-contributed amount; you
can then do a redemption from your RRSP to hit your limit.

Q Should everyone jump on the RRSP train?

A Not everyone should be putting money into an RRSP, Mr. Plaskett says. First

o) oLl ol (o) AR R{ORYIETES o]l Are you a developer? Try out the HTML to PDF API

8

Garry Marr
Personal Finance columnist, real estate
reporter

Andrew Allentuck

Family Finance author

Jamie Golombek
Taxcolumnistand CIBC Wealth
Management's managing director of tax

Michael Nairne
Columnist and president of Tacita
Capital Inc.

[ S
‘ |“I N , I
e

Suzanne Steel
Personal Finance Editor

Melissa Leong

Shop here.

?nuﬁ.-tiﬁﬁqha -y )

FINANC AL M

pdfcrowd.com


http://business.financialpost.com/author/mwleong/
http://adclick.g.doubleclick.net/aclk%253Fsa%253DL%2526ai%253DB8apu5LP9UJKQO46qsQe7oYD4Br25oPACAAAAEAEgADgAWNXJi9ZMYMmO_Iq0pNgPggEXY2EtcHViLTAzMTYwMTAwNjkwNzg3MDiyARpidXNpbmVzcy5maW5hbmNpYWxwb3N0LmNvbboBCWdmcF9pbWFnZcgBCdoBSWh0dHA6Ly9idXNpbmVzcy5maW5hbmNpYWxwb3N0LmNvbS8yMDEzLzAxLzE1L3RoZS1udXRzLWFuZC1ib2x0cy1vZi1ycnNwcy-pAmfXsQvw47A-wAIC4AIA6gI3MzA4MS9mcG9fcGYvcGVyc29uYWwtZmluYW5jZS8vcmV0aXJlbWVudC8vcnJzcC8vc3RvcnkvL_gCg9IegAMBkAOkA5gDpAOoAwHgBAGgBh8%2526num%253D0%2526sig%253DAOD64_2Bvf7-ulSXTTpn-Djix1wLWRU0xw%2526client%253Dca-pub-0316010069078708%2526adurl%253Dhttp://www.banking.pcfinancial.ca/a/products/mutualFundsRRSP2013.page
http://business.financialpost.com/author/mwleong/
http://business.financialpost.com/author/suzannesteel/
http://business.financialpost.com/author/mnairne/
http://business.financialpost.com/author/jgolombek/
http://business.financialpost.com/author/andrewallentuck/
http://business.financialpost.com/author/garrymarr/
http://business.financialpost.com/author/suzannesteel/
http://business.financialpost.com/author/mnairne/
http://business.financialpost.com/author/jgolombek/
http://business.financialpost.com/author/andrewallentuck/
http://business.financialpost.com/author/garrymarr/
http://pdfcrowd.com/html-to-pdf-api/?ref=pdf
http://pdfcrowd.com/customize/
http://pdfcrowd.com/redirect/?url=http%3a%2f%2fbusiness.financialpost.com%2f2013%2f01%2f15%2fthe-nuts-and-bolts-of-rrsps%2f&id=ma-130121163232-428b3307
http://pdfcrowd.com

determine whether it is the best wealth-accumulation vehicle for you. “We have clients |

who have low taxable income, very little debt and they’re self-employed,” he says. “If
you don’t get the immediate tax savings then you're actually doing a disservice to
yourself or to your financial plan by putting money into an RRSP.” In this case, he says,
you might consider a tax-free savings account.

Q When should I contribute?

A You have until the first 60 days of 2013 to contribute for the 2012 tax year; the
deadline this year is March 1. But the earlier you do, the better — and save regularly.
“Get into the practice of investing every week or every month or every time we get a
paycheque. The sooner the money goes in, the sooner it’s working for you,” Stuart Gray,
regional financial planning consultant at RBC, says. “When you’re looking at investments
like mutual funds that may fluctuate in value, you're taking advantage of dollar-cost
averaging....You're buying into those investments, if you were doing it monthly, 12
times a year, instead of one day sometime in February.”

Q I spent all of my money on Boxing
Day. What if I don’t have cash for a
contribution?

A If you have not been saving throughout
the year for your retirement, you could
borrow funds to make the contribution.
But if you choose this route, you must

ensure that you repay the loan as quickly

Pt (0aie =3 as possible. Use the tax refund to pay
FINANCIALM down part of the loan.

“Most people pay it off in six months,”
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says Mr. Casagrande. “You might pay a couple hundred dollars [in interest], but you're
getting thousands of dollars back on your return and you now have a nest egg that’s
thousands of dollars larger. You have to be OK with the thought of having a short-term
liability for a long-term gain.”

You could also make a transfer of eligible capital property to the RRSP but make sure
this fits with your tax and investment strategy. (When securities are transferred from a
non-registered investment account into an RRSP, the securities are treated as if they
had been sold and will trigger any capital gains or losses. The amount of the security is
its market value at the time of transfer to an RRSP.)

QI don’t have an account, how do I get one?

A Contact your bank. Check if they have any incentives. For example, right now BMO
will give you 15% of your first month’s contribution to a maximum of $150 if you open
an RRSP account with an automatic savings plan.

Q So what’s the right investment choice?

A “Make sure the investments that you're holding in your RRSP match the objective
that you have for that money,” says Mr. Gray. “We’re looking at time horizon and your
risk objective. When I'm looking at an RRSP, I'm looking 50 or 20 years out so my risk
tolerance may be different than money that I’ll need next year. That means diversifying
between the asset classes that are available to you whether that’s cash, fixed income or
guaranteed investments, or equity investments.”

Q Do I invest in my RRSP or my TFSA?

A It’s not really an either/or situation. The savings tools complement each other. The
benefit of an RRSP is that contributions reduce your taxable income. But you pay taxes

on the money when you withdraw it down the road. Also, once you take the money out
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of your RRSP, you’ve lost the contribution room that you originally used.

With TFSAs, you do not receive a tax deduction. But money grows tax free and you do
not pay taxes on it at the time of withdrawal; when you withdraw from your account,
you may put that sum back in the following year.

“One of the things I would always look at is, what is the client’s tax rate today?” Mr.
Gray says. “If the client is in a high tax bracket, RRSPs are more palatable because they
get that tax reduction. Ideally, they’ll probably be in a lower tax bracket in retirement.”

Meanwhile, a younger individual who is just out of school might prefer a TFSA. “They’re
going to get more benefit from using an RRSP as their income increases. People who are
younger have different savings goals, whether it’s a down payment for a house, or a car,
and they can pull out from a TFSA and have less of a tax burden.”

mleong @nationalpost.com
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Good thing you're not writing our criminal laws or regulating our banking sector Mr. Ar

government created is typically useless to citizens.
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although those are actually more akin to a loan to yourself from your RRSP that has t

This should be an absolute last resort except in special circumstances.
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pumping cash into a long term savings vehicle
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john67 - 5days ago
Probably the most important question that wasn't asked was how much of a return does cor

bring?
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Fishyguy - 5 days ago
Q What are the rates on RRSPs?

A “There seems to be a misconception with what RRSPs actually are. People think an RRSI
Plaskett, a certified financial planner and founder of Ironshield Planning. “It's not an investn
you put investments into that have certain tax benefits associated with it.”

THANK YOU!!! Drives me nuts that people don't know this.
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