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Before you start planning a new vacation or purchasing a new toy with this year’s tax refund, 
it’s wise to consider investing it, with the world markets down year to date. When markets are 
down, it’s a great time to maximize your refund and set yourself up for the future by averaging 
into your investments. We recommend you consider three alternative options to utilize your 
tax refund before planning that trip to Mexico.

1. Top Up Your Tax-Free Savings Account (TFSA)

The Government of Canada added $6,000 of contribution room to everyone’s Tax-Free Savings 
Accounts at the start of 2022. Combining this addition with accumulated contribution room from 
years past has made topping up your TFSA a great option to reinvest your tax refund in 2022. 

Putting money into your TFSA won’t lower your total taxable income like it would if you contributed 
to an RRSP, but it gives you more options for short to medium-term goals over the next couple of 
years. The other option is taking money out of the TFSA to top up your RRSP at the end of the year 
to generate a refund for the next tax season. 

2. Contribute to Your Registered Retirement Savings Plan (RRSP)

Want to get a head start on generating a refund for the next tax season? Contributing to your 
RRSP is a great option to get the ball rolling. Traditionally, an RRSP is considered a long-
term investment, excluding some programs for short-term goals (first-time home buying and 
continuing education). An RRSP has a tax penalty if you withdraw money for other reasons, but it 
also grows tax-free and should generate a refund if planned correctly.
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3. Pay Down Debt

With rising interest rates, paying down high-interest debt may be a priority in your situation. As a 
rule of thumb, we look at the rule of 4% - if the interest rate is over 4%, we recommend prioritizing 
debt repayment. 

It’s always good practice to pay off credit card debt and a high-interest line of credit in most 
circumstances as soon as possible. We have regular conversations around debt consolidation, 
and there may also be other options [see our May 18 2021 Insight Blog] for reducing your interest 
rate without putting your refund towards paying down the debt.

The Bottom Line

Reinvesting your refund or paying down debt should benefit your individual wealth accumulation 
goals. Every individual and household will have a unique circumstance as to what works best 
depending on their short and long-term financial goals.

With Matco, we’ll ask you simple questions about your financial goals and help get you on track to 
achieving them. 

Book your free review today.
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