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FLOW-THROUGH versus RRSPs 

Advisors are sometime asked by clients “what is the difference between investing in an RRSP and 

investing in flow-through ?”.  The answer is that from a tax point of view, First Canadian 

Securities® flow-through will always yield superior tax savings and flexibility. 

(a) Absolute Tax Savings 

In simple terms, an investment in an RRSP will only allow a 100 % tax deduction.  This saves an 

investor his or her marginal rate of tax multiplied by the amount of the RRSP investment.  For 

example, for an Ontario taxpayer at the highest tax bracket, a $10,000 investment in an RRSP 

would yield savings of $10,000 x 53.53 % = $5,353. 

On the other hand, a $10,000 investment in First Canadian Securities® would not only save the 

taxpayer the same $5,353, but there would also be a tax credit of at least 15 % on $9,000, which 

would save the taxpayer an extra $1,350.  So, total RRSP savings would be $5,353, while total 

First Canadian Securities® savings would be at least $6,703 – i.e., much more. 

 (b) Limits on Invested Amount 

With an RRSP, a person’s investment is limited to their annual contribution limit (plus any unused 

past contribution limits).  For 2018, the limit is $26,230. With First Canadian Securities®, there is 

no maximum amount that an investor can invest at any time, or in any year.   

(c) Tax on Disposition 

If a taxpayer ever withdraws money from an RRSP, he or she must pay regular income tax at their 

highest marginal rate. This is because money in an RRSP is “locked away”, and any withdrawal 

is subject to up to a 30 % withholding tax.  Additionally, if an RRSP investment is in a 5 year GIC 

or 5 year note, there is a further “lock up” during which the investor would experience a penalty 

on early withdrawal. On the other hand, an investor only pays capital gains tax on disposition of 

an investment in First Canadian Securities®, or half the tax that is paid on withdrawal from an 

RRSP.  There is one qualifier, and that is that the tax credit part alone on First Canadian 

Securities® must be added back into the taxpayer’s income in the year after investment, but that 
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still does not lower the overall tax benefit of First Canadian Securities® versus an RRSP 

investment. 

(d) Using Past Capital Losses to Avoid Any Tax on Disposition 

If an investor has unused past capital losses, then these can be used to offset capital gains on 

disposition of a flow-through investment.  On the other hand, past capital losses are not available 

to shield an RRSP withdrawal from regular income tax. 

Ironically, the best strategy for shielding against tax on an RRSP withdrawal is to invest the 

withdrawal funds in a flow-through, and this is the subject of a more detailed memo – contact us 

to obtain our memo entitled “Powerful Benefits of Withdrawing RRSP/RRIF Money & 

Investing in First Canadian Securities® Super Flow-Through”. 

(e) Age Limit 

Unlike an RRSP, there is no age limit for investing in a flow-through. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  


