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2, February, 2021 
 

It’s RSP Season: Some Facts and Myth’s to Consider 

 
Registered retirement savings plans (RRSPs) have been around since 1957, and January and  
February are commonly referred to as “RRSP season.” Your RSP is a good option, but with the TFSA 
available, there is another investment option to keep in mind as well.  
 
Maybe you’ve run some preliminary numbers on your 2020 tax return software, and discovered that 
you owe the CRA; or perhaps life simply got in the way of your organizing a contribution earlier. 
Whatever the reason, if you are planning to make an RRSP contribution before the deadline, here’s 
a quick-reference guide to help you decide what to do.  

RRSP Facts 
RRSP deadline for the 2020 tax year: March 1, 2021.  

Maximum RRSP contribution for 2020: $27,230 (requires $151,278 of earned income in 2019 and 
no pension adjustment), plus any accumulated RRSP room the contributor has from past years.  

Maximum RRSP loan: Typically up to $50,000. (I don’t really recommend borrowing to invest right 
now, particularly with markets so high, and with the interest cost not being tax-deductible. But at 
least the interest cost is fairly low.) 

Maximum Home Buyers’ Plan (HBP) withdrawal: You can take up to $35,000 tax-free from an RRSP 
for the purchase of an eligible home for a first-time home buyer (up to $70,000 for a couple). If 
you’ve used this before, you have to have no property holdings for 5 full years before you are 
eligible again.  

Maximum Lifelong Learning Plan (LLP) withdrawal: $10,000 per calendar year, and $20,000 in total 
for qualifying post-secondary education for you or your spouse. There is an age requirement.  

RRSP contribution tax savings: At $75,000 of taxable income, it generally ranges from 27.5% 
(Nunavut) to 37.9% (Manitoba). This is the savings on the first dollar of RRSP contributions 
deducted; keep in mind that significant contributions may cause a change in tax brackets and a 
lower tax refund on the incremental amount.  

https://www.moneysense.ca/save/investing/rrsp/rrsp-contribution-limit/
https://www.canada.ca/en/revenue-agency/services/tax/individuals/topics/rrsps-related-plans/what-home-buyers-plan.html
https://www.moneysense.ca/columns/ask-a-planner/using-money-from-your-rrsp-through-the-lifelong-learning-plan-in-retirement/
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Last chance to make an RRSP contribution: Dec. 31 of the year a contributor turns 71, unless they 
have a spouse under the age of 72. Contributions to a spousal RRSP for a spouse or common law 
partner can continue until Dec. 31 of the year that spouse turns 71, subject to the contributor’s 
RRSP room. 
 
Last chance to convert a RRSP to an RRIF: Registered retirement income fund (RRIF) conversion 
must happen by Dec. 31 of the year the contributor turns 71, with minimum withdrawals beginning 
the year the contributor turns 72. 

RRSP Myths 
RRSPs are risky: The truth is, RRSPs may or may not be risky. An RRSP is just a tax-deferred account 
that holds investments. You can hold cash, guaranteed investment certificates (GICs), bonds, stocks, 
mutual funds or exchange traded funds (ETFs). Mutual funds are the most common investment 
choice, but mutual funds themselves can range from savings accounts (money market mutual funds) 
to bond funds to stock funds, with varying levels of risk.  

You should contribute to an RRSP as early as possible: You can contribute to an RRSP as soon as 
you’re aged 19 in BC, and assuming you have income that creates contribution room for you. But 
there may be other, better ways to invest at that age. RRSP tax deductions may not be 
advantageous for a young person with a low income, and TFSAs may provide more flexibility for 
deposits and withdrawals for a teenager or someone in their early 20s, anyway.  

You should contribute to your RRSP every year: RRSP contributions and the tax deductions they 
provide are more advantageous in higher income years. Someone with a low or moderate income 
may be better off contributing to a TFSA. And debt concerns should be balanced here as well. You 
might want to discuss that with me to make sure you’re making the right decision.  

RRSPs are taxed heavily on withdrawal: The short answer is yes. But remember that neither this 
income nor the gains on it, were ever taxed at all. RRSP withdrawals are fully taxable in the year of 
withdrawal, except for the above-mentioned HBP and LLP withdrawals. But RRSP contributions are 
tax-deductible, and RRSP investments grow tax-deferred. Ideally, a contributor deducts 
contributions in a high-income year, benefits from many years of tax deferred growth, and takes 
withdrawals at a lower income and tax rate in retirement.  

TFSAs are better than RRSPs: Actually, TFSAs are different from RRSPs. TFSAs may be better tools 
for young people who are just starting to save, and may be making deposits and taking withdrawals 
from their account. TFSAs may be a better option for a saver with a low income, or someone who 

https://www.moneysense.ca/columns/retired-money/how-to-avoid-rrif-tax-nightmares-when-withdrawals-start/
https://www.moneysense.ca/save/gics/
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expects their income to rise in a subsequent year. TFSA withdrawals can be used to fund RRSP 
contributions in the future. Taxpayers with no earned income do not accumulate RRSP room and 
may not be able to contribute to an RRSP, but TFSA room accrues for any Canadian resident who is 
18 or older.  

RRSP withdrawals can be split with your spouse: Not really. Pension income-splitting allows RRIF 
withdrawals to be split up to 50%, starting when the account holder turns 65, with a spouse or 
common law partner, regardless of the spouse’s age. RRSP withdrawals are not eligible for pension 
income-splitting.  

RRSPs are fully taxable on death: RRSPs or RRIFs that are left to a spouse or common law partner 
can be transferred to that surviving spouse’s RRSP or RRIF on a tax-deferred basis. There are also 
exceptions for a financially dependent minor child or grandchild, or a child or grandchild with a 
disability. Otherwise, the value of an RRSP on the date of death of an account holder is added to 
their income on their final tax return and is fully taxable.  
 
You cannot hold real estate in your RRSP: While it’s true that you cannot buy a rental property in 
your RRSP, you can buy publicly traded real estate investment trusts (REITs), some private REITs, 
real estate stocks, real estate mutual funds, or real estate ETFs. Whether you should do so is a more 
important question, given most homeowners have a lot of real estate exposure in the first place.  

You cannot hold your mortgage in your RRSP: You can hold an eligible mortgage in your RRSP, but it 
may not be advisable to do so. Once upon a time that was trendy, but not so much anymore. It is 
difficult to find an institution that will allow you to hold a mortgage in a self-directed RRSP even 
though the Canada Revenue Agency approves mortgages as eligible RRSP investments. More 
importantly, it is expensive, you may need a large RRSP to do it, and if you hold your mortgage in 
your RRSP, you may pay a higher interest rate than you need to on your mortgage and earn a lower 
rate of return on your RRSP than you could otherwise 

There are plenty of RRSP facts, myths and considerations for Canadians to contemplate as they save 
and plan for retirement. The best way to deal with this is find someone like me to discuss this with, 
and make an informed decision; one that is best specifically for you and your circumstances.  

You know how to find me.  
Greg 


