
Learn about saving  
for retirement

Saving for retirement can seem like a daunting task, but it doesn’t have to 

be. Following these five steps will help you put your best foot forward and 

improve your chances of investing success.

Investor education

1. Start early

A recent Vanguard survey found that 43% of recent 
Canadian retirees acknowledged that they should’ve 
saved more for retirement and 34% wished they had 
started planning earlier.1  

While it’s never too late to begin planning and saving, 
starting earlier gives you more time to benefit from 
the power of compounding investment returns. 

Simply increasing your savings rate can also have a 
substantial impact on wealth accumulation. The graphic 
shows how increasing the amount you save each year 
can affect if and when you reach your goal.

1 Source: Vanguard. From the paper Retirement transitions in four countries (Madamba and Utkus, 2017).

0
0

100,000

200,000

300,000

400,000

$500,000

10 20 30 40 50 60 70

No savings increases
8% return
4% return

5% annual savings increases
8% return
4% return

10% annual savings increases
8% return
4% return

Years

Increasing your savings rate can dramatically improve results
Years needed to reach a target using different contribution rates and market returns

Notes: This hypothetical example does not represent the return on any actual investment. The calculations assume a starting balance of $10,000, 
an objective of $500,000, a contribution of $5,000 in the first year and an annual inflation rate of 2%. Contributions are not adjusted for inflation, 
but the portfolio balance and the portfolio objective are adjusted for inflation at each year-end.

Source: Vanguard.



2. Determine your retirement goals

Think about your retirement goals, including when you 
want to retire and whether you want to retire fully or 
continue to work part-time.  If you’re planning on taking 
up new hobbies or travelling, remember to include these 
costs in your budget.

Weighing these factors will help you estimate the 
percentage of your current annual income that you’ll 
need in retirement. From there, you can get an idea of 
the total amount you’ll need to save in order to 
generate that income.

3. Choose your strategy and investments

A sound investment strategy starts with deciding how 
to divide your money among assets like stocks, bonds, 
and short-term reserves. Vanguard research shows that 
your asset allocation will determine most of your portfolio’s 
risks and returns.2 Your aim when choosing an asset 
allocation should be to balance risk and return in a way 
that’s suitable for your objectives, investing time frame, 
tolerance for risk and other needs. 

Once you decide your asset allocation, you can 
implement it using low-cost, broadly diversified 
investments. Diversification is a powerful strategy 
for managing investment risks and can reduce your 
portfolio’s exposure to risks associated with a particular 
company, sector or market segment.  

4. Select the accounts that will hold 
your investments

Besides employer-sponsored retirement plans, 
Canadians have two primary tax-advantaged accounts 
options for building retirement savings: Registered 

Retirement Savings Plans (RRSPs) and Tax Free Savings 
Accounts (TFSAs). 

If you participate in an employer-sponsored plan that offers 
matching contributions, it’s sensible to contribute at least 
enough to receive the maximum match. Beyond that, 
your best option for tax-advantaged retirement savings 
may depend on what you believe about future tax rates. 
If you think your tax rates are lower now than they will 
be in retirement, then a TFSA could make sense, since 
it is funded with after-tax dollars with no tax due on 
withdrawals. On the other hand, RRSP contributions are 
tax deductible and taxes are deferred, so an RRSP may 
preferable if you think your tax rates are higher now than 
they will be in retirement.3

Finally, keep in mind that that RRSPs and TFSA are not 
mutually exclusive. You can save in both, subject to 
contributions limits.

5. Keep investment costs low

Minimizing the cost of your investments should be a 
priority at every stage of the retirement planning process. 
This is because, in investing, there’s no reason to assume 
that you get more if you pay more. In fact, Vanguard 
research suggests that lower-cost investments have 
tended to outperform higher-cost alternatives.4

The cost equation is simple: Every dollar you pay for 
management fees or trading commissions is a dollar less 
that could be earning a potential return. Those costs can 
significantly erode a portion of your nest egg over a period 
of 25 or 30 years.

2 Source: Vanguard. From the paper The global case for strategic asset allocation and an examination of home bias (Scott, Balsamo, McShane and Tasopoulos, 2017).
3 You can contribute up to 18% of your previous year’s earned income to an RRSP on a tax-deductible basis, up to an annual maximum ($26,010 for 2017 and $26,230 for 2018). An RRSP can grow tax 

deferred and unused contributions from one tax year can be carried forward to the next tax year, though the contribution limits are reduced for employer contributions to a pension plan. If you 
withdraw money from an RRSP following retirement, the withdrawal is generally subject to taxation as ordinary income. Unlike an RRSP, a TFSA is not strictly a retirement plan and contributions are 
not tax deductible. However, the account grows tax free and you won’t pay tax on any withdrawals although the annual contribution limit is smaller than for an RRSP ($5,500 for 2017). 

4 Source: Vanguard. From the paper The case for low-cost index fund investing (Harbron, Roberts and Schlanger, 2017).



A financial advisor can help

A skilled financial advisor has the training and insight 
to develop a customized, tax-efficient retirement 
savings plan based on your goals, risk tolerance, time 
horizon and other factors.  An advisor will review your 
plan periodically and, when necessary, make changes 
to keep you on track. 

A good financial advisor also acts as a behavioural 
coach, keeping you focused on your long-term 
investing goals and helping you avoid common 
investing mistakes like performance chasing or 
selling in a down market.

A final thought

Saving for retirement is the financial challenge of a 
lifetime. The key is to create an investment plan that is 
broadly diversified, low-cost and tailored to your specific 
needs. As any financial advisor will tell you, no amount of 
good luck can replace the advantages of good planning. 
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