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How to build your emergency fund
You might not be able to predict a financial emergency, but you 

can prepare for one. Here’s how you can be ready for life’s 
surprises.

It’s an uncertain world.

No matter how careful you are with your money, there’s no 
way of predicting the unexpected expenses that life can 
toss your way. From replacing your car’s transmission to 
putting in a new furnace, everyone runs into a financial 
emergency – a major expense you didn’t anticipate but 
can’t postpone – from time to time. But not everyone is 
prepared for it.

A recent survey by the Financial Planning Standards 
Council (FPSC) found that of 1,527 Canadians polled, 33% 

would fail what the FPSC calls a “financial stress test.” That 
simply means that many Canadians believe they don’t have 

the financial resources to handle an unforeseen event, such as  
a sudden health crisis, the loss of a job or even an urgent visit to 

the vet. 

If you’re feeling similar concerns or you don’t have a financial contingency plan, 
now is a good time to reach for financial peace of mind. To mark Canada’s 10th annual Financial Planning Week 
(November 18-24 this year), here are some solid steps you can take to build an emergency fund that will help you 
sleep better at night, knowing you’re prepared for unforeseen bills and expenses.
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Now that summer is officially in the rearview mirror, many are back at school.  
For the rest of us, this doesn’t mean that learning stops. That’s because we believe  
in the power of lifelong learning to keep our brains sharp. The articles below are a 
great start, no matter your age! 
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4 tips for building your emergency fund

1. TAKE SMALL STEPS TOWARD SAVING
As a general rule, you should have enough in your 
emergency fund to cover up to six months of your 
living expenses. For many people, that means salting 
away $30,000 or more. But aiming for a large, lump-
sum savings goal like that can be discouraging. Instead, 
try building your savings in small steps. Take a realistic 
look at your income and your spending, and figure out 
how much you can actually afford to set aside right 
now. Maybe you can only put away $20 or even $5 a 
week right now. That’s a good start. Simply choose a 
set amount per week or month that you’re comfortable 
with and arrange to have it automatically transferred 
from your chequing account or taken right off your 
paycheque, if your employer offers a workplace savings 
plan. Review the arrangement regularly, and increase the 
amount you’re saving, if you can.

•  For a clear picture of what goes in and what 
comes out of your bank account, try our  
budget calculator.

2. KEEP YOUR EMERGENCY FUND 
SEPARATE FROM OTHER SAVINGS
Let’s say your furnace quits in the middle of a cold snap, 
or your SUV blows a head gasket while you’re on a 
cross-country road trip. If you’ve built up a healthy sum 
in your retirement savings, you might be tempted to raid 
those savings to pay for that emergency. But here’s why 
you shouldn’t: It might cost you more in the long run.

For starters, all withdrawals from registered retirement 
savings plans (RRSPs) (except for education and home 
purchases, under the Lifelong Learning Plan and the 
Home Buyers’ Plan, respectively) are subject to income 
tax and will result in the permanent loss of contribution 
room – that is, once you’ve taken it out, you can’t 
put it back in. Any withdrawals from your RRSP are 
immediately subject to withholding tax. If you withdraw 

up to $5,000, the withholding tax rate is 10%. If you 
withdraw between $5,001 and $15,000, the withholding 
tax rate is 20%, and more than $15,000, the rate is 30%. 
These tax rates apply in all provinces except Quebec, 
where provincial tax rates apply on top of the federal 
withholding tax.

There’s more: Whatever you withdraw from your RRSP 
is also included in your taxable income for the year, so 
if your marginal tax rate is higher than the withholding 
tax rate, you’ll have to pay more on the money you’ve 
withdrawn, the following spring.

The bottom line: In order to avoid dipping into your 
retirement savings, be sure to stash your emergency 
funds in a separate account. 

• The hidden costs of early RRSP withdrawals

3. DON’T RELY ON DEBT
Feel the urge to reach for your credit card whenever 
you’re in a jam? It’s tempting, yes, but try to resist. 
Remember that credit cards charge high interest rates 
when you don’t pay your balance in full every month. 
And while using your line of credit for fast cash seems 
ideal, remember that it’s still money you have to pay 
back. The interest rate might be lower, but the debt is 
still there.

For emergencies, you’re better off avoiding the plastic 
and depending on your savings instead.

• 4 tips for reducing debt
• How to save for a debt-free retirement

4. CONSIDER OPENING A SAVINGS ACCOUNT
The ideal emergency fund lets you see your money 
grow AND get access to it quickly and easily, in which 
case your best bet could be a tax-free savings account 
or a high-interest savings account. Your choice might 
depend on which is more important to you: potential 
growth or ease of access.
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With a tax-free savings account (TFSA), you can 
grow your money with various kinds of investments, 
including bonds, stocks, mutual funds and exchange-
traded funds – not just cash. Your investment return 
could potentially be in the high single- or even the low 
double-digits, if your investments perform well. Or you 
could lose money, if they don’t. Just keep an eye on your 
contribution limit, which currently stands at $5,500 per 
year (and rises to $6,000 per year in 2019), in addition 
to whatever you had withdrawn from your TFSA in 
an earlier year and are now re-contributing. Unlike 
RRSP contributions, your TFSA contributions aren’t tax 
deductible. But because you’ve already paid income tax 
on the money you put in your TFSA, you won’t have 
to pay tax when you take it out. And any investment 
income you earn won’t be taxed – not even when you 
take the money out of your TFSA.

• 6 really useful things you can do with your TFSA
• How to avoid these 5 common TFSA mistakes

While a TFSA offers tax-free growth, the restrictions on 
the investments you hold in it might mean it will take a 
few days to withdraw your money. This could be highly 

inconvenient if the rain is pouring through the hole in 
your roof in the meantime, or your car has broken down 
hundreds of miles from home.

To cover such situations, you could keep some money 
in a high-interest savings account. While these don’t 
offer the growth potential of a TFSA because you can’t 
hold investments in them, they do pay slightly more 
interest than an ordinary savings account. The interest 
you get depends on your bank and your balance. Since 
your money isn’t locked in, it’s much easier to get at 
when you need it. Unlike a TFSA, there’s no limit to the 
amount you can put in a high-interest savings account, 
but you do have to pay income tax on the interest you 
earn. Note that you can have a registered high-interest 
savings account itself as a TFSA, in which case TFSA 
contribution limits and tax treatment apply.

Not sure what’s right for you? An advisor can help you 
decide which savings option (it could be more than one) 
can help you grow your money during good times and 
have it on hand when hard times come along.

• Find an advisor near you today

Content brought to you by: Tools & Resources
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5 simple ways to prevent  
back pain

From getting regular activity to cultivating a positive 
attitude, these tips will help you keep your back 
healthy and pain-free.

Lower back pain affects almost 84% of Canadians 
at some point in their lives. That’s according to an 
estimate from researchers from the University of 
Alberta, based on a study of Canadians in Alberta 
and Saskatchewan. That’s an epidemic by virtually any 

definition of the word. And it affects Canadians of all ages: 
Statistics Canada notes that back pain is among the top 

causes of chronic pain in Canadians age 12 to 44.

So does that mean we should simply resign ourselves to suffering 
and limitations? Absolutely not.

Devoting a modest amount of time – in some cases mere seconds – 
throughout the day to improving your back health can help you reduce pain or even avoid this widespread problem 
altogether. Here’s how to get started:

1. Stay active throughout the day
Once we get “in the zone” at work, many of us don’t 
move again for hours. Too often, physical activity takes 
a back seat to emails, meetings and endless to-do lists. 
Over time, that inactivity can take a toll on your back.

“Movement is medicine,” explains Dr. Tam Pham, owner 
and chiropractor at Hybrid Health & Fitness in Toronto. 
“And the more you move the better.”

• Find a chiropractor near you.

Getting more active doesn’t need to be complicated, 
Pham says. Simply shifting positions or making time for 
a light stretch every 20 minutes – say, while your lunch 
heats up – can benefit your back in real and substantial 
ways. Set a timer on your phone or adopt a modified 

Pomodoro technique (20 minutes of work followed by a 
five-minute rest) to build effective breaks into your work 
routine.

• How to stay healthy at work
• 6 tips for working out at home

2. Be mindful of your posture
Let’s lay one myth to rest: Good posture doesn’t mean 
sitting up perfectly straight all the time. In reality, holding 
“perfect” posture for hours, Pham warns, can tire your 
muscles out and lead to temporary aches.

Instead, set up your desk so that you can hold healthier 
positions without excessive effort. For example, keep 
your monitor at eye level and approximately an arm’s 
length away. Set your chair at a height that keeps 

https://www.ncbi.nlm.nih.gov/pubmed/16915103?dopt=Abstract
https://www.ncbi.nlm.nih.gov/pubmed/16915103?dopt=Abstract
https://www150.statcan.gc.ca/n1/pub/82-003-x/2010004/article/11389-eng.htm
https://www.hybridhealthandfitness.com/
https://luminohealth.sunlife.ca/s/?language=en_US
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your knees bent at a 90-degree angle. If you’re on the 
shorter side, placing books under your feet can help.

Need help with your posture? Wearable gadgets like 
Adrenalease and UPRIGHT can help you correct your 
body’s alignment.

3. Practise posture-friendly exercises
Your core muscles form a “corset” that supports your 
spine. Pham recommends simple moves such as the 
plank – whether done on your knees or full-length – to 
strengthen your core and fend off back pain.

• Build your core strength to help prevent back pain

Hamstring stretches are likewise important for 
preventing low back pain and maintaining good posture. 
To relieve tight hamstrings, sit at the edge of your chair 
with one leg extended forward and your heel resting 
on the ground. Be sure your knee is slightly bent, hinge 
forward at the hip until you feel a stretch in the back of 
your leg and hold for 15 to 30 seconds. Repeat on the 
other side.

4. Reduce back pain during pregnancy
Back pain is especially common during pregnancy, 
thanks to both hormonal changes and the additional 
weight you’re carrying. But that doesn’t mean you 
can’t take steps to prevent or minimize discomfort. The 
best approach, Pham advises, is to remain active with 
pregnancy-friendly exercise like brisk walking, swimming 
and stationary cycling.

Also pay special attention to your posture at work. Sit all 
the way back in your chair to support your spine and try 
placing a pillow in the small of your back. The constant, 
soft contact encourages your muscles to relax, helping 
stave off soreness.

• New moms: How to prevent back pain
• What’s safe in pregnancy?

5. Make preventing back pain part of 
your daily routine
When it comes to preventing back pain, mindset is 
paramount. “Mental awareness and having a positive 
outlook are especially important if you’re experiencing 
pain,” Pham explains. “As you start to do more to 
address your pain or discomfort, your muscles will feel 
looser and the exercises will become more comfortable.” 
If, however, you experience sharp pangs or your 
pain otherwise increases, don’t hesitate to consult a 
professional.

Finally, be an ambassador for good back health. Set aside 
your self-consciousness about doing stretches or posture 
exercises at your desk, for instance, and you just might 
set a positive example that benefits the entire office. 
After all, as Pham notes, caring for your spine should be 
normal. Let’s make it so.

•  How to stay active when you’re working  
from home
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What’s the RRSP Lifelong 
Learning Plan (LLP)

Got an RRSP? Thinking about going back to school? 
You can help fund your education by borrowing from 
your RRSP via the LLP.

How does the RRSP Lifelong Learning 
Plan work?

The LLP lets you withdraw up to $10,000 per year to a 
maximum of $20,000 tax-free from your RRSP for you 

or your spouse to pay for a full-time program (or a part-
time program, if either of you is disabled). You can’t use the 

program to finance your children’s post-secondary education, 
though — that’s the function of the registered education savings 

plan (RESP).

• RESPs: How to crowdfund your child’s education

Whether the program you select is considered full-time 
depends how the educational institution you are enrolled 
at characterizes your participation. However, because 
you can take courses by correspondence or through a 
distance education program, you could conceivably be 
deemed a full-time student even if you continue to work 
full- or part-time.

Paying back your RRSP under the 
Lifelong Learning Plan
You have up to 10 years to repay your RRSPs under 
the LLP. Typically, you must repay 10% of the total 
you withdrew each year until you have repaid the full 
amount. You do not have to pay any interest on the 
money you withdrew.

The Canada Revenue Agency (CRA) will send you an 
LLP Statement of Account each year, showing your LLP 
withdrawals, how much you have repaid so far, how 
much you still owe and how much you have to repay 
the next year.

The deadline to start repaying your RRSP under LLP 
depends on how long the CRA considers you a full-time 
student. For example, if you made an LLP withdrawal 
any time in 2015, and you qualified for the education 
amount (a tax deduction) every year since, you have 
until March 1, 2020 to make your first repayment 
installment — 60 days following the fifth year after your 
first LLP withdrawal. That’s the longest deadline.

If you’re like most people, however, you won’t be 
eligible for the education amount for the full five years, 

https://www.sunlife.ca/ca/Tools+and+Resources/Money+and+Finances/Managing+your+money/How+to+crowdfund+your+childs+education?vgnLocale=en_CA
http://www.cra-arc.gc.ca/tx/ndvdls/tpcs/ncm-tx/rtrn/cmpltng/ddctns/lns300-350/323/menu-eng.html
http://www.cra-arc.gc.ca/tx/ndvdls/tpcs/ncm-tx/rtrn/cmpltng/ddctns/lns300-350/323/menu-eng.html
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so your repayment period will start sooner. (For more 
information, see the CRA rules for when and how to 
make a repayment.) If you miss repaying the required 
installment in any year, you will have to pay taxes on 
that amount.

You can keep withdrawing money from your RRSP 
until the January of the fourth calendar year after your 
first LLP withdrawal, as long as you are still a full-time 
student (or part-time student, if you are disabled) and 
you have not exceeded the $20,000 maximum or the 
10-year repayment period has not begun.

You can participate in the program as many times as you 
wish over your lifetime, provided you have fully paid back 
previous LLP withdrawals. You can also participate in the 
LLP at the same time as your spouse; if you do so, the 
family withdrawal maximum will total $40,000.

Can you combine a Lifelong Learning 
Plan (LLP) withdrawal with the Home 
Buyers’ Plan?
LLP withdrawals are also permitted if you have previously 
pulled money out of your RRSP under the Home Buyers’ 
Plan and haven’t yet fully repaid it.

If you do not have an RRSP, you cannot set one up and 
then withdraw from it immediately. Your contribution 
must be in the RRSP for 90 days before you can deduct 
it from the income on your tax return.

•  Opening your first RRSP? Here’s what you need  
to know

• RRSP home buyers plan helps first-timers

You can continue to make contributions to your RRSP 
and deduct them from your income on your tax return 
after you have made an LLP withdrawal. However, you 
may not be able to deduct contributions you made 
before the withdrawal. For further details, see the CRA 
rules on Effect of LLP on RRSP deductions.

Alternatives to the Lifelong Learning 
Plan: Other ways to pay for school
The LLP may not be the only way to use your RRSP or 
other registered savings to go back to school. Here are 
some alternatives to consider:

Make an early withdrawal from your RRSP. If 
you’re unemployed with little or no income in the 
year you go back to school, you can simply make a 
regular withdrawal from your RRSP with negligible tax 
implications. And unlike an LLP withdrawal, you don’t 
have to pay back a regular withdrawal. The downside 
to this approach is that you will lose a chunk of your 
retirement savings that you may not be able to make up.

• The hidden costs of early RRSP withdrawals

Use your TFSA as an education fund. Or, you could 
use your tax-free savings account (TFSA) for education 
costs, because you can withdraw the funds tax-free 
and free up and carry forward the contribution room. 
Furthermore, there are no penalties or taxes if you don’t 
replace the money in the account.

• 6 really useful things you can do with your TFSA

Whether it makes sense for you to use the RRSP LLP 
will depend on how much you have in your RRSP, 
whether you have TFSA savings and how much you are 
still earning when you go back to school.

• 4 tips for going back to school as an adult

Your advisor can run the numbers to help you develop 
a personalized, tax-effective approach for financing your 
planned course of study.

• Find an advisor near you today.
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Use the Bright Start Tool
Wondering how to start working on your life, health, savings and retirement goals? This easy tool turns what 
you tell us about your life and goals into ideas for action.

What you get: Personalized results you can use to help reach your financial goals. 
Duration: About 2 minutes

Want personalized suggestions to get you on  
the path to lifetime financial security?
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