
Build real wealth by avoiding the low interest trap 
 

A Tax-free Savings Account (TFSA) is one of the most powerful investment tools 
that most Canadians have to dramatically increase wealth and to enjoy it any time 
without any taxes or penalties to be paid on withdrawal. Every Canadian resident, 
aged 18 or over, can invest $10,00 per year into a TFSA and is entitled to make 
unlimited profits without paying tax. The TFSA may hold stocks, bonds, exchange 
traded funds (ETFs), mutual funds and other investments for superior returns. 
 

Sadly, many Canadians have not received professional financial advice and their 
TFSA funds are stagnating in low-yielding savings accounts in the major banks 
collecting only 2%.  With inflation holding near 3%, these Canadians are losing 
purchasing power and becoming poorer instead of building wealth for their future. 
 

The chart below shows how investing only $5500 annually in a TFSA can offer 
impressive growth for investors in a 35% tax bracket over 45 years as compared to 
investing outside a TFSA where taxes are paid. The benefit is greater if the TFSA is 
invested in higher return investments like stocks, ETFs or growth-focused mutual 
funds. 
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Use an investment advisor to avoid penalties 
 

By far the most common and dangerous assumption that Canadians make with their 
TFSAs is that they can take money out and put it back in the same year. This results 
in over-contribution and penalties can approach 12%. Instead, the penalty can be 
avoided by simply waiting until the following year to re-contribute the withdrawal.  
 
Using the services of a professional investment advisor will decrease the chances of 
penalties from tracking errors as well as following the suggestions outlined below: 
 

 Do not dip into your TFSA frequently throughout the year. Instead, put $10,000 into 
   it at the start of the year and let your tax-free wealth build for your future. 
 Avoid having more than one TFSA. This will make it easier for you and your 

investment advisor to track all of your contributions and withdrawals. 
 Ask your advisor before transferring a TFSA to ensure that it will be moved and 
  not unknowingly withdrawn and then re-contributed that year incurring a penalty. 
 Use whole numbers like multiples of $100 or $1000 when contributing or 

withdrawing. It will make your job easier to track and stay within the limits. 
 Avoid over-contribution penalties caused by kind bank tellers who offer you a 
  TFSA high interest savings account and don’t know you have a TFSA elsewhere. 
 Make withdrawals only as a last resort. Your TFSA is best used to create wealth 
  by compounding tax-free returns. It is a powerful tool when used properly. 
 

Your professional investment advisor will simplify the management of your TFSA  
and help you use your TFSA to achieve your future financial benefits sooner.  

 

Industrial Alliance Securities Inc. (IAS) provides this publication for general informational purposes only.  The information contained herein is based upon sources that we 
believe reliable at the time of publication but is not guaranteed by us and may be incomplete and IAS does not assume any liability nor responsibility for the accuracy of 
the information.  The comments included in this publication are not intended to be used for taxation purposes or financial advice or a definitive analysis of Canada 
Revenue Agency rules and regulations.  These comments are general in nature and professional advice regarding an individual’s particular financial position should be 
obtained in respect to individual circumstances.  Tax savings will vary from person to person depending on individual marginal tax rates.  The information contained 
herein is subject to change in the time following publication.  
 
This publication is not intended to provide specific financial, investment, tax, legal, accounting or other advice, and should not be relied upon in this regard.  You should 
not act or rely on the information without seeking the advice of a professional.  For advice with respect to your particular situation and for the most current information 
relating to the TFSA, please speak to your IAS representative.   
 
Industrial Alliance Securities Inc. is a member of the Canadian Investor Protection Fund. 

Industrial Alliance Securities Inc. 
One King Street West, Suite 3709 

Toronto, ON M5H 1A1 

Phone: 416-594-2257 
www.beslerfinancial.com 

pbesler@iagto.ca 

For more detailed information on TFSA investing and how it can help you 
reach your financial goals please contact: 

 
 

Peter Besler 
Investment Advisor 


