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W hen Tax-Free Savings Accounts (TFSAs) fi rst ap-
peared in January 2009, millions of Canadians 
embraced them with open arms—and open wal-
lets. Even if we’re not a nation of diligent savers, 

we love lowering our taxes, and TFSAs allow you to save and invest 
money without paying any tax on your growth. That means all 
your interest, dividends and capital gains are sheltered for your 
lifetime, even when you withdraw the funds.

Many Canadians have been making the maximum annual 
$5,000 contributions for each of the last three years, but often 
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Canadians love Tax-Free 
savings Accounts, but are you 
getting the full benefi t? We 
spoke to six savvy savers to 
fi nd out how you can do better  
by julie Cazzin
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Doreen Marget ts  made me 

who I am today. I used to work 

in the technology sector, but 

Mrs. Margetts’ gift allowed me 

to follow my love of animals. I 

was accepted to the UBC Animal 

Welfare Program – a program 

partly funded by her estate. This 

allowed me to pursue a career 

that improves the welfare of all 

animals: domestic, farm and 

wild. Now I’m the Director of 

Farm Animal Programs for the 

Vancouver Humane Society. My 

degree gives me the credibility I 

need to be effective in my work. 

And I owe it all to a woman I’ve 

never met. Mrs. Margetts, I never 

knew you but I’ll always be 

grateful to you. You’ve inspired 

me to leave my own gift to benefit 

the UBC Animal Welfare Program. 

Thank you.

– Leanne McConnachie

DOREEN MARGETTS

1918 – 1994

Support thinking that can change the 

world. To create your lasting legacy 

through UBC, call 604.822.5373 or 

visit www.startanevolution.ca/doreen

2009 and has faithfully added $200 every 
two weeks since then. In the beginning, 
she simply deposited the money in an 
online savings account, but a few months 
ago she took the bold step of opening a 
discount brokerage account so she could 
do some stock picking. “Because I’m young, 
I think I can take more risk than a simple 
savings account,” says Casey, who works 
in student recruitment for the University 
of Alberta in Edmonton.

She has a clear strategy for her TFSA. “I 
do my own research, focusing mostly on 
dividend-growth stocks,” says Casey, who 
today owns a few shares of Johnson & John-
son, Husky Energy and CenturyLink, a U.S. 
telecommunications fi rm. Before opening 
her discount brokerage account (she chose 
Questrade), Casey spent a year building her 
stock-picking confi dence by investing in a 
simulated portfolio and following her prog-
ress online. “Last year was a good one for 
the markets and I learned a lot of valuable 
lessons. My mock portfolio returned 30% 
in 2010, and that gave me the confi dence 
to try stock picking in my TFSA this sum-
mer. I haven’t made any money on it yet, 
but it’s still early days.”

The one thing she looks out for? Fees. 
“At Questrade, trading commissions are 
only $4.95, and with a small portfolio like 
mine, keeping costs low is essential to en-
sure they don’t eat up my returns. That, 
and the fact that my dividends and capital 
gains will go untaxed are what I’m hoping 
will give me the maximum value for my 
TFSA dollar.”

What the experts say. A TFSA is a great fi t 
for someone like Casey who is in her 20s. The 
fl exibility will allow her to make tax-free 
withdrawals at a later date if she wants to buy 
a house or car. She’s also wise to keep an eye 
on costs when using a discount brokerage. 
“Fees and taxes are really the only two factors 
contributing to investment returns that an 
individual has explicit control over,” says 
Heath. “The ebbs and fl ows of stock markets 
are much less controllable.”

Still, both Heath and Lamontagne see 
some potential potholes in Casey’s ap-
proach—mainly when it comes to establish-
ing goals. “She may be 30 to 40 years from 
retirement, but she also could be only a 
couple years from a wedding, a home down 
payment, childcare costs, and the like, so her 
risk tolerance should probably refl ect these 
short-term goals instead of her golden years.”

Lamontagne agrees. “If she plans to use 
those funds in the short-term, then she 
should not be buying individual stocks.”    

their TFSA investment choices are not ideal. 
Part of the problem is the name: “Tax-Free 
Investment Account” would have been more 
appropriate, because you can do much more 
than save—you can invest in stocks, bonds, 
mutual funds and exchange-traded funds 
(ETFs) in your TFSA. While keeping your 
contributions in a plain vanilla savings ac-
count is fi ne for the short-term, it isn’t the 
best strategy for long-term wealth building. 
It also won’t save you much on tax: $5,000 
in a savings account earning 1.5% will pay 
you $75 in interest annually. Even if you’re 
in the highest tax bracket, you’d save a mere 
$35 in tax by sheltering this in a TFSA.

Making the most of your TFSA is more 
important, because we’re not just talking 

about a few thousand dollars any more. 
As of this January, you could be hold-
ing as much as $20,000 in your 
TFSA—or more (we’ll tell you how 
to accomplish that shortly). It’s time 
to consider moving beyond the 
humble savings account. You may 
want to open a TFSA with a dis-

count brokerage, where you can get 
access to a whole range of investments 

with more potential for growth.
That said, there are some people who 

shouldn’t bother with TFSAs at all. If you 
have outstanding debt—a high-interest 
mortgage, credit card debt, or student loans—
then a TFSA should probably wait.

If a TFSA does make sense for you, how-
ever, you need a good strategy to power it. 
We invited six investors to share their se-
crets and then asked two financial ex-
perts—Jason Heath, a Certifi ed Financial 
Planner with E.E.S Financial Services in 
Markham, Ont., and Marc Lamontagne, a 
fee-only adviser with Ryan Lamontagne in 
Ottawa—to analyze each plan. We hope 
their ideas will help you fi nd a strategy that 
makes your TFSA money work harder.

1     THE COUCH POTATO 
INVESTOR

“I don’t use my TFSA for short-term savings,” 
says Avrom Digance. “I’m a do-it-yourselfer, 
and for me the TFSA’s power is as a retire-
ment savings vehicle.” Digance, a health-
care worker in Vancouver, has $4,300 in his 
TFSA, mostly in TD e-Series index funds, 
which MoneySense has long recommended 
for building a Couch Potato portfolio. 

While Digance admits that his TFSA 
holdings are small, that’s because it’s only 
been up and running since February. “My 
plan is to test drive the Couch Potato strat-
egy for fi ve years. As it grows, I plan to use 

it as collateral for borrowing money to 
invest in dividend-paying stocks outside 
my TFSA,” says Digance, who writes a blog 
at DividendNinja.com. “I’m 45, so I feel I 
have to make up for lost time with my in-
vestments. I’m willing to use a bit of lever-
age to do so, but no speculative stocks.”

Digance has thought out his strategy 
carefully. He has a good defi ned benefi t 
pension plan, and when he retires he ex-
pects a healthy income from his pension 
and other investments. “I don’t like RRSPs 
because of the rules that will force me to 
withdraw some of that money at a specifi ed 
future date,” says Digance. “When I look 
down the road, I see that RRSP withdrawals 
may result in clawbacks of my government 
benefi ts. I want to avoid that if I can.”

What the experts say. “I’m a proponent 
of passive investing using index funds or 
exchange-traded funds (ETFs)—or at least 
low-cost, low turnover portfolios like Di-
gance’s,” says Heath, the fi nancial planner. 
“But I’m leery of his aspirations about bor-
rowing to invest. It’s a strategy that may 
work in theory, but in practice, that’s not 
always the case.” Sure, if you can borrow 
money at 3% and earn a 6% return, that’s 
great. But as we’ve seen over the last decade 
or so, equity returns can be fl at or negative 
for several years.

Lamontagne agrees and adds, “If you 
must borrow to invest, a better way is to use 
your house as collateral and get a secured 
line of credit, which also tends to offer the 
lowest lending rates.”

Digance’s concerns about clawbacks due 
to RRSP withdrawals are valid, and that’s one 
reason people really should weigh the pros 
and cons of RRSPs versus TFSAs. The key is 
to remember that when you withdraw 
money from your RRSP in retirement, that 
money is treated as income, and you are taxed 
on it just as if you had earned it that year. 
When you withdraw money from your TFSA, 
however, it’s treated like any other account 
withdrawal, and you don’t have to pay tax.

“In cases where post-65 retirement in-
come is expected to be over $65,000 a year, 
then it makes sense to maximize the TFSA 
fi rst before making an RRSP contribution,” 
says Lamontagne. “This reduces the possi-
bility of being hit with the Old Age Security 
(OAS) clawback.”

2 THE DIVIDEND 
INVESTOR

At only 25, Bridget Casey knows a lot about 
investing. She opened her TFSA in early  Ph
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AVROM
DIGANCE
holds low-cost 
index funds in his 
TFSA and wants 
to test drive the 
Couch Potato 
strategy for 
a few years

BRIDGET
CASEY 

is learning the 
ropes as a stock 
picker and selects 
dividend-growth 
companies
for her TFSA

Planning
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(ETFs) in your TFSA. While keeping your 
contributions in a plain vanilla savings ac-
count is fi ne for the short-term, it isn’t the 
best strategy for long-term wealth building. 
It also won’t save you much on tax: $5,000 
in a savings account earning 1.5% will pay 
you $75 in interest annually. Even if you’re 
in the highest tax bracket, you’d save a mere 
$35 in tax by sheltering this in a TFSA.

Making the most of your TFSA is more 
important, because we’re not just talking 

about a few thousand dollars any more. 
As of this January, you could be hold-
ing as much as $20,000 in your 
TFSA—or more (we’ll tell you how 

access to a whole range of investments 
with more potential for growth.

That said, there are some people who 
shouldn’t bother with TFSAs at all. If you 

have outstanding debt—a high-interest 
mortgage, credit card debt, or student loans—
then a TFSA should probably wait.

If a TFSA does make sense for you, how-
ever, you need a good strategy to power it. 
We invited six investors to share their se-
crets and then asked two financial ex-
perts—Jason Heath, a Certifi ed Financial 
Planner with E.E.S Financial Services in 
Markham, Ont., and Marc Lamontagne, a 
fee-only adviser with Ryan Lamontagne in 
Ottawa—to analyze each plan. We hope 
their ideas will help you fi nd a strategy that 
makes your TFSA money work harder.

1     THE COUCH POTATO 

“I don’t use my TFSA for short-term savings,” 
says Avrom Digance. “I’m a do-it-yourselfer, 
and for me the TFSA’s power is as a retire-
ment savings vehicle.” Digance, a health-
care worker in Vancouver, has $4,300 in his 
TFSA, mostly in TD e-Series index funds, 
which 
for building a Couch Potato portfolio. 

While Digance admits that his TFSA 
holdings are small, that’s because it’s only 
been up and running since February. “My 
plan is to test drive the Couch Potato strat-
egy for fi ve years. As it grows, I plan to use 
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index funds in his 
TFSA and wants 
to test drive the 
Couch Potato 
strategy for 
a few years
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Hugh Brock opened my eyes. 

His legacy helped me to study in 

France and expand my horizons. 

Before I won the Hugh Brock 

Education Abroad Scholarship at 

UBC my attitude to education was 

very business-like. I just wanted 

to get it done and find a good job 

quickly. Now I look to the world for 

opportunities, not just Vancouver, 

and I have many international 

contacts. I made friends with 

people from every continent except 

Antarctica. Thank you Mr. Brock. 

Your gift has created educational 

opportunities for hundreds of UBC 

students, both on campus and in 

almost every part of the world. 

Most importantly to me, now I 

appreciate learning for its own 

sake. A lesson I hope to spend the 

rest of my life pursuing.

– Aarondeep Bains

Support thinking that can change the 

world. To create your lasting legacy 

through UBC, call 604.822.5373 or 

visit www.startanevolution.ca/hugh

HUGH MAURICE HENRY BROCK   

1905-1990

 3 THE FIxED-INCOME
INVESTOR

“My TFSA is boring,” admits 49-year-old Fred 
Penney, vice-president of Labrador Concrete 
Products in Goose Bay. “I think of it as safe 
money.” Penney, who opened his TFSA in 
2009 with a $5,000 deposit, loves the account 
because all the interest and capital gains can 
be withdrawn tax-free later in life. “I’m going 
to die with my boots on,” says Penney, who 
has no plans to retire early and gave up on 
RRSPs eight years ago. “I know the RRSP 
sounds wonderful, but if you intend to keep 
working past 65 like me, the taxes will hit 
you hard when you have to start making your 
mandatory withdrawals.”

Penney uses an active trading strategy 
in his taxable account, so he likes to keep 
his TFSA investments conservative. That’s 
why he has only one holding: the iShares 
DEX Short Term Bond Index Fund. This ETF 
holds a mix of low-risk government and 
corporate bonds with maturities of fi ve years 
or less. His returns have been a modest 3% 

to 4% annually, making his TFSA ac-
count worth about $5,400 right now. 

“It’s not much, but I don’t worry 
about it. My main investment 

strategy is very volatile, and I 
put all my energy into building 
up that account. The bond 
holding in my TFSA counter-
balances that.”

What the experts say. Lamon-
tagne notes that if you have both 

registered and non-registered accounts, 
investments taxed at a higher rate should 
generally be kept in a registered account 
such as an RRSP or a TFSA. Such investments 
include bonds and GICs, since interest in-
come is taxed at your full marginal rate.

More lightly taxed investments can be 
held in a non-registered account. That usu-
ally means equities, since dividends from 
Canadian stocks are eligible for a generous 
tax credit (foreign dividends are not), and 
you only have to pay tax on 50% of your 
capital gains at your marginal rate.

For these reasons, Lamontagne and 
Heath like the way Penney has structured 
his portfolio. “I think you’re better off hold-
ing risky investments outside your RRSP or 
TFSA,” says Heath. “That way, you can use 
any capital losses to offset future gains on 
other investments. If you have a loss in your 
RRSP or TFSA, the room is lost forever and 
the loss is meaningless.”

If you’re going to hold so-called “bor-
ing” interest-paying investments like 

bonds, they’re best kept in an RRSP or 
TFSA. “In many cases, you may be doubling 
your investment return, because interest 
income is otherwise taxed very punitively,” 
says Heath. “If Penney held his bond fund 
in a non-registered account, he would be 
paying over 42% tax on his interest income 
in Newfoundland.”

4 THE TAx-SAVVY 
INVESTOR

Ross Taylor, a 52-year-old mortgage broker in 
Toronto, thinks savings accounts virtually  
guarantee low returns. “If you put your TFSA 
money in a savings account giving you 1%, 
it will take you 72 years to double your 
money,” says Taylor. 

Taylor is a stock picker with both a non-
registered account and a TFSA with TD Wa-
terhouse, and his strategy is designed so he 
pays no taxes on future capital gains. He buys 
stocks in the non-registered account, and 
each January he transfers $5,000 worth of 
those stocks in-kind into the TFSA to hold 
for the long-term. For tax purposes, he has 
effectively sold the shares.

Any time you transfer an investment 
from a non-registered account to a TFSA, the 
Canada Revenue Agency considers it a 
“deemed disposition.” In other words, it’s 
treated as though you sold the shares, so any 
increase in value will be taxable as capital 
gains. Taylor hasn’t had any of his stocks lose 
their value over the long term, but if that 
were the case, he could sell them to offset his 
gains and reduce his tax bill. 

Taylor’s biggest regrets? That he’s lim-
ited to $15,000, and that the TFSA wasn’t 
around years ago when he fi rst started 
trading stocks. “My strategy isn’t for every-
one,” says Taylor. “It’s high-risk, and the 
TFSA contribution limits are still too low 
to give me enough money to diversify. I 
only have a couple of stocks in the TFSA 
now.” As for returns, Taylor says his $15,000 
investment is worth about $16,000 today. 
“I’m still waiting for my ship to come in. 
But I’m comfortable with my picks: any-
thing I have in my TFSA I’m willing to hold 
for the long term.”

What the experts say. Heath cautions that 
investors must fully understand the tax 
implications of this strategy. “If a stock that 
has gone up in value is transferred to a TFSA, 
then tax is payable on that gain,” he ex-
plains. “The TFSA won’t shelter the gain 
that’s already taken place.” Once the stock 
is inside the TFSA, any future gains can 
compound tax-free. Ph
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The only way to avoid paying tax on the 
initial capital gain is to also claim a capital 
loss for the same amount: that’s why Taylor 
should keep his losing stocks in his taxable 
account. When he sells them, he can claim 
the loss in that year, or carry it forward and 
use it in the future.

If you transfer a stock in kind to a TFSA 
after it has gone down, Heath points out, 
you cannot claim the loss for tax purposes. 
“In order to realize the loss, you need to sell 
the stock outside the TFSA fi rst,” says Heath.

You also need to be aware of the “super-
fi cial loss” rule, which is designed to prevent 
investors from selling a stock to claim a loss, 
and then buying it back right away. “If you 
sell a stock in a non-registered account and 
then buy it again immediately inside the 
TFSA, the loss will be denied. You have to 
wait at least 30 days to buy the stock back 
in order for the loss to be eligible.”

Lamontagne also notes that there’s a 
high degree of risk in holding so few stocks 
in a TFSA. “If one of those stocks had been 
RIM, then a good chunk of Taylor’s tax-
sheltered room would have been lost,” says 
Lamontagne. “I would suggest he invest in 
a broad-based index fund or ETF for a few 
years until the TFSA room grows suffi ciently 
to hold a well-diversifi ed portfolio.”

5 THE NO-FUSS 
INVESTOR

Karen Hudson, 41, of Whitby, Ont., started 
investing in TFSAs early. “I opened an ac-
count for myself and my husband, Steve, 
the day after they came out. I was really 
excited. If there’s any way I can avoid taxes, 
sign me up.”

The Hudsons aren’t sophisticated inves-
tors, so they were just looking for a simple 
strategy with their TFSAs. In the begin-
ning, their money was divided evenly be-
tween an ING Direct high interest savings 
account that paid about 1.5% in interest 
and the ING Direct Streetwise Balanced 
Fund. This index mutual fund has a low 
management expense ratio (MER) of 1.07% 
and invests in 60% equities and 40% 
bonds. The couple currently has about 
$10,000 invested in TFSAs. “We’re a little 
behind in our contributions because I was 
on maternity leave last year, but we’re back 
on track now,” says Karen.

Last year, seeking better returns, Karen 
opened a TFSA with TD Waterhouse and 
began moving money from both her and 
her husband’s ING Direct accounts into the 
TD Dividend Growth Fund. It has a two-
year annual return of 7% with an MER 

FRED
PENNEY
uses a high-risk 
strategy with his 
other investments, 
so he likes to 
keep “boring” 
low-risk bonds 
in his TFSA

KAREN
HUDSON 
values simplicity 
and splits her 
TFSA money 
between a simple 
savings account  
and a dividend 
mutual fund

Planning

➤

sounds wonderful, but if you intend to keep 
working past 65 like me, the taxes will hit 
you hard when you have to start making your 
mandatory withdrawals.”

Penney uses an active trading strategy 
in his taxable account, so he likes to keep 
his TFSA investments conservative. That’s 
why he has only one holding: the iShares 
DEX Short Term Bond Index Fund. This ETF 
holds a mix of low-risk government and 
corporate bonds with maturities of fi ve years 
or less. His returns have been a modest 3% 

to 4% annually, making his TFSA ac-
count worth about $5,400 right now. 

“It’s not much, but I don’t worry 
about it. My main investment 

strategy is very volatile, and I 
put all my energy into building 
up that account. The bond 
holding in my TFSA counter-
balances that.”

What the experts say.
tagne notes that if you have both 

registered and non-registered accounts, 
investments taxed at a higher rate should 
generally be kept in a registered account 
such as an RRSP or a TFSA. Such investments 
include bonds and GICs, since interest in-
come is taxed at your full marginal rate.

More lightly taxed investments can be 
held in a non-registered account. That usu-
ally means equities, since dividends from 
Canadian stocks are eligible for a generous 
tax credit (foreign dividends are not), and 
you only have to pay tax on 50% of your 
capital gains at your marginal rate.

For these reasons, Lamontagne and 
Heath like the way Penney has structured 
his portfolio. “I think you’re better off hold-
ing risky investments outside your RRSP or 
TFSA,” says Heath. “That way, you can use 
any capital losses to offset future gains on 
other investments. If you have a loss in your 
RRSP or TFSA, the room is lost forever and 
the loss is meaningless.”

If you’re going to hold so-called “bor-
ing” interest-paying investments like 
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so he likes to 
keep “boring” 
low-risk bonds 
in his TFSA

you cannot claim the loss for tax purposes. savings account  
“In order to realize the loss, you need to sell 
the stock outside the TFSA fi rst,” says Heath.

fi cial loss” rule, which is designed to prevent 
investors from selling a stock to claim a loss, 
and then buying it back right away. “If you 
sell a stock in a non-registered account and 
then buy it again immediately inside the 
TFSA, the loss will be denied. You have to 
wait at least 30 days to buy the stock back 
in order for the loss to be eligible.”

high degree of risk in holding so few stocks 
in a TFSA. “If one of those stocks had been 
RIM, then a good chunk of Taylor’s tax-
sheltered room would have been lost,” says 
Lamontagne. “I would suggest he invest in 
a broad-based index fund or ETF for a few 
years until the TFSA room grows suffi ciently 
to hold a well-diversifi ed portfolio.”

5
Karen Hudson, 41, of Whitby, Ont., started 
investing in TFSAs early. “I opened an ac-
count for myself and my husband, Steve, 
the day after they came out. I was really 
excited. If there’s any way I can avoid taxes, 
sign me up.”

tors, so they were just looking for a simple 
strategy with their TFSAs. In the begin-
ning, their money was divided evenly be-
tween an ING Direct high interest savings 
account that paid about 1.5% in interest 
and the ING Direct Streetwise Balanced 
Fund. This index mutual fund has a low 
management expense ratio (MER) of 1.07% 
and invests in 60% equities and 40% 
bonds. The couple currently has about 
$10,000 invested in TFSAs. “We’re a little 
behind in our contributions because I was 
on maternity leave last year, but we’re back 
on track now,” says Karen.

opened a TFSA with TD Waterhouse and 
began moving money from both her and 
her husband’s ING Direct accounts into the 
TD Dividend Growth Fund. It has a two-
year annual return of 7% with an MER 

and a dividend 
mutual fund
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Janet Berryman is an inspirational 

woman. In her will, she created a 

medical scholarship at UBC that 

has supported almost 100 students. 

As one of those students, I’ve been 

able to choose a career in women’s 

health. Janet’s scholarship helped 

me graduate from the UBC Faculty 

of Medicine. Now I’m a resident 

in obstetrics and gynecology, 

researching HIV in pregnancy. 

Through Janet Berryman’s passion 

for medical education, I’m helping 

save lives. And I get to bounce 

ideas off some of the brightest 

minds around. Janet Berryman 

is a true role model. I’ll never 

forget your generosity. Thank you 

for giving me the opportunity to 

pursue my dreams. 

– Daniela Caprara

JANET BERRYMAN

1936 – 1999

Support thinking that can change the 

world. To create your lasting legacy 

through UBC, call 604.822.5373 or 

visit www.startanevolution.ca/janet

of 2.03%. “I will continue slowly moving 
everything into the dividend fund,” she 
says. “I’m getting a better bang for my buck 
there. I’m just sorry I don’t have more 
money to put into the account. Our RRSPs 
and the RESPs for our two sons have been 
the focus of our investing, so we often don’t 
have enough to top up our TFSAs. But as 
long as the amounts in these accounts are 
increasing, I consider it progress.”

What the experts say. Both experts agree 
that right now the Hudsons should focus 
more on their RRSPs than their TFSAs, 
since both are in a high tax bracket. RRSPs 
generate tax refunds at your marginal tax 
rate, so people with an income over 
$83,088 will get a 43% tax refund. Regis-
tered Education Savings Plans (RESPs) are 
a good priority, too, since you get a govern-
ment grant of up to $500 per year (the 
government matches 20% of your first 
$2,500 in annual contributions), more if 
you have a lower income. “So it’s not the 
end of the world if someone hasn’t maxed 
out their TFSA because they’ve got other, 
potentially better investment opportuni-
ties available,” says Heath.

Lamontagne agrees. “The problem is they 
still have some questions on how best to 
optimize their limited savings.” He feels the 
couple would benefit from sitting down with 
a financial planner to help them prioritize 
their RRSPs, RESPs and TFSAs.

As for Karen’s strategy of moving her TFSA 
from a savings account to the TD Dividend 
Growth Fund, Lamontagne says the key is 
considering the goal of the funds in the TFSA. 
“For some people a TFSA may just be a sub-
stitute for a bank account,” says Lamontagne. 
“But in this case, if she has no immediate 
need for the TFSA funds, then moving her 
money out of straight savings into something 
that could potentially earn more in the long 
term was a good move.”
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When it comes to investing, Gerry Garda 
of Vernon, B.C., loves two things above all 
else: day trading and researching small 
technology companies. (We’ve changed his 
name to protect his privacy.) Over the years, 
his high-risk strategy has made him well 
over $1 million. Most of his gains have been 
taxable, so when the federal government 
announced the creation of TFSAs three years 
ago, Garda opened one right away.

“I trade heavily,” says Garda, a 41-year-
old administrative assistant with the B.C. 

Ministry of Transportation. “I look for 
small-cap technology stocks with no debt 
and high book values. I’m always looking 
for stocks that are takeover targets—noth-
ing with a dividend. So far, my returns have 
been unbelievable.”

In fact, Garda says that the $15,000 he’s 
shovelled into his TFSA over the last three 
years has already grown to about $55,000 
today. (He uses the same investing strategy 
inside his TFSA as he does in his non-regis-
tered investment account.) “With my first 
five grand, I bought Zarlink Semiconductors 
and made 30% in the first year.” Since then, 
he’s actively traded Zarlink as well as Hemi-
sphere GPS, a Calgary high-tech company 
that makes precision equipment for the 
agricultural industry, and several others.

So is Garda concerned that the turmoil 
in markets right now may put a big dent in 
his high-roller strategy? “Not at all. I’m 
all-in. I’m not panicking at all. I’m just 
buying and trading. If I had more money, 
I’d be buying like a madman, because I 
think things will get much better. We’re 
not going to see these low stock prices for 
a long, long time and it’s an opportunity 
not to be missed.”

What the experts say. In general, using a 
TFSA for holding stocks is a great idea. “Due 
to the nature of the tax sheltering, combined 
with the ability to make withdrawals on a 
tax-free basis, you may actually want to hold 
high-growth stocks in a TFSA,” says Lamon-
tagne. Larger gains will enjoy bigger tax 
savings, plus you are actually increasing the 
contribution room.

Here’s how: any withdrawals from a 
TFSA are added to your contribution room 
in the following calendar year. “What most 
people fail to realize is if Garda withdrew 
the full $55,000 from his TFSA this year, 
the contribution room added back in the 
next calendar year would not just be the 
original $15,000 that he contributed. It 
would be the full $55,000 market value.” 
The downside is that if you a buy a stock 
that goes bust in your TFSA, you can never 
get that contribution room back.

Although both Lamontagne and Heath 
commend Garda on his success, they agree 
that his strategy is high-risk and not for 
everyone. “I caution investors about apply-
ing Garda’s comments regarding ‘low stock 
prices’ and an ‘opportunity not to be 
missed’ to the broader markets,” says 
Heath. “I think we’re in the midst of a very 
precarious time for stocks. Investors should 
proceed with caution—both inside and 
outside their TFSAs.”   M
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