
Mary Has $11,000 In Her TFSA After She Withdrew
$99,000 A Month Ago For The Down Payment On
Her Condo.

Mary Has $11,000 In Her TFSA After She Withdrew $99,000 A Month Ago For The Down Payment On
Her Condo. This significant financial move has sparked interest among her friends and financial advisors
alike. A Tax-Free Savings Account (TFSA) is a versatile tool that many Canadians use to save for various
goals, from buying a home to building an emergency fund. However, withdrawing a large sum like
$99,000 can have implications on her savings strategy, future contributions, and tax planning. In this article,
we will explore the journey of Mary’s TFSA, the impact of her recent withdrawal, and how she can
optimize her savings moving forward.

Understanding the TFSA: A Crucial Financial Tool

What Is a TFSA?
A Tax-Free Savings Account (TFSA) is a Canadian investment account that allows individuals to earn
investment income — including interest, dividends, and capital gains — tax-free. Contributions to a TFSA
are made with after-tax dollars, meaning there are no tax deductions when you contribute, but
withdrawals are completely tax-free.

Key features of a TFSA include:
- Contribution limits set annually by the Canadian government.
- Flexibility to withdraw funds at any time without penalties.
- Re-contribution rules that allow you to replace withdrawn amounts in future years.
- A wide range of investment options, including stocks, bonds, mutual funds, and ETFs.

Benefits of a TFSA
- Tax-free growth of investments.
- No taxes on withdrawals, making it ideal for both short-term and long-term savings.
- Flexibility in managing funds for various financial goals.
- Contribution room accumulates if unused in a given year.



Mary’s Financial Journey: From Saving to Large Withdrawal

The Decision to Use TFSA for a Down Payment
Mary, a young professional, had been diligently contributing to her TFSA over several years. Her goal was
to purchase her first condo, and she chose her TFSA as a strategic account to save for her down payment
because of its tax advantages and flexibility. With consistent contributions, she built her TFSA balance to
approximately $110,000.

When the opportunity to buy her condo arose, Mary decided to withdraw $99,000 — a substantial sum —
to cover the down payment. This move was motivated by her desire to avoid high-interest debt and to
take advantage of a favorable real estate market.

The Immediate Impact of the $99,000 Withdrawal
A month after her withdrawal, Mary’s TFSA balance now stands at $11,000. This indicates that the
majority of her funds were used for her property purchase, leaving her with a small remaining balance.

Implications of this withdrawal include:
- Loss of significant contribution room, which could limit future savings.
- The potential need to re-contribute the withdrawn amount in future years, subject to annual limits.
- The importance of strategic planning to rebuild her savings.

Rebuilding Her TFSA After the Large Withdrawal

Understanding Re-contribution Rules
One common misconception is that the amount withdrawn from a TFSA can be immediately re-
contributed. However, the rules state:
- The re-contribution room for the withdrawn amount is only available in the following calendar year, not
immediately.
- Any re-contributions made before the room is available may incur over-contribution penalties.

Example:
If Mary withdrew $99,000 in Year 1, she cannot re-contribute that amount until Year 2, when her
contribution room increases by the annual limit plus the amount withdrawn.



Assessing Her Remaining Contribution Room
To determine her current contribution capacity, Mary should:
- Check her available TFSA contribution room through the Canada Revenue Agency (CRA) My Account
service.
- Consider her previous contributions, withdrawals, and annual limits.
- Plan her future contributions carefully to avoid over-contribution penalties.

Strategies for Rebuilding Her TFSA
- Maximize annual contributions: Utilize her remaining contribution room each year.
- Use windfalls or bonuses: Allocate any extra income toward TFSA savings.
- Invest wisely: Diversify her portfolio within her TFSA to optimize growth.
- Automate contributions: Set up automatic transfers to maintain consistent saving habits.

Tax and Financial Planning Considerations

Impact of the Withdrawal on Her Financial Goals
While withdrawing $99,000 for her condo was a strategic move, it leaves her with less liquidity and
savings for future emergencies or investments. She must reassess her financial goals and adjust her plan
accordingly.

Tax Implications
Since TFSA withdrawals are tax-free, Mary did not face any immediate tax consequences. However:
- If she had held investments that generated capital gains or dividends, those benefits remain intact.
- Future contributions are limited by her contribution room, which needs to be monitored to prevent
penalties.

Financial Planning Tips for Mary
- Establish an emergency fund equivalent to 3-6 months of living expenses.
- Re-evaluate her budget to prioritize savings.
- Consider opening other investment accounts like RRSPs for additional tax-advantaged savings.
- Consult a financial advisor for personalized strategies tailored to her new financial situation.



Long-Term Outlook and Future Savings Strategies

Setting New Savings Goals
Mary should define clear, achievable financial goals, such as:
- Building a new emergency fund.
- Saving for future property renovations or upgrades.
- Investing toward retirement.

Investment Options for Rebuilding Savings
Within her TFSA, Mary can explore various investment options, including:
- Low-cost ETFs for diversified exposure.
- Growth stocks for capital appreciation.
- Bonds or GICs for stability and income.

Maintaining Discipline and Consistency
Consistent contributions, even small ones, can significantly grow her savings over time. Automating her
deposits and reviewing her progress periodically will help her stay on track.

Conclusion: Navigating Post-Withdrawal Financial Health
Mary’s decision to withdraw $99,000 from her TFSA for her condo purchase was a significant milestone.
While it depleted her TFSA balance, it also underscores the importance of strategic planning and
understanding the rules governing her account. Moving forward, she has the opportunity to rebuild her
savings, leverage her remaining contribution room, and continue to benefit from the tax-free growth of
her investments. With careful planning, disciplined savings, and perhaps professional advice, Mary can
ensure her financial health remains strong and aligned with her long-term goals.

---

Key Takeaways for TFSA Users Like Mary:
- Always be aware of your contribution room and re-contribution rules.
- Use your TFSA for both short-term goals and long-term wealth building.
- Rebuild your savings after large withdrawals to maintain financial flexibility.
- Consult financial professionals for tailored advice.
- Leverage the tax-free growth potential of your TFSA to achieve your financial dreams.



By understanding the nuances of TFSA management and making informed decisions, Canadians like Mary
can maximize the benefits of their accounts and secure their financial futures.

Frequently Asked Questions

Why did Mary withdraw $99,000 from her TFSA a month ago?
Mary withdrew $99,000 from her TFSA to use as a down payment on her new condo.

Can Mary recontribute the $99,000 she withdrew from her TFSA?
Yes, Mary can recontribute the withdrawn amount, but only in future years when her contribution room
allows, since withdrawals don't add to her current contribution room until the following calendar year.

How does the withdrawal affect Mary’s TFSA contribution room?
The $99,000 withdrawal does not immediately increase her contribution room. It only becomes available for
recontribution in subsequent years, subject to her annual contribution limits.

What is the current value of Mary’s TFSA after the withdrawal and
subsequent contributions?
As of now, Mary has $11,000 remaining in her TFSA, which includes any growth or additional
contributions since the withdrawal.

Are there tax implications for Mary when withdrawing funds from her
TFSA for a down payment?
No, withdrawals from a TFSA are tax-free and do not impact her taxable income, making it a tax-efficient
way to fund a down payment.

What should Mary consider before withdrawing a large amount from her
TFSA?
Mary should consider her future contribution room, potential investment growth lost due to the
withdrawal, and ensure she plans for recontribution in upcoming years to maximize her TFSA benefits.



Additional Resources
Mary Has $11,000 In Her TFSA After She Withdrew $99,000 A Month Ago For The Down Payment On
Her Condo

When considering the financial journey of Mary, the fact that she now has $11,000 in her Tax-Free
Savings Account (TFSA) after withdrawing $99,000 a month ago for her condo down payment highlights
both the opportunities and challenges associated with TFSA management and strategic savings. This
scenario offers a compelling case study in the importance of planning, understanding tax implications, and
leveraging the flexibility of the TFSA to achieve long-term financial goals.

---

Understanding the Context: Mary’s Financial Moves

Mary’s decision to withdraw a significant amount—$99,000—from her TFSA for her condo down payment
indicates a major milestone: purchasing property. However, the subsequent reduction in her TFSA balance
to just $11,000 raises questions about her overall financial planning, the impact of such a withdrawal, and
her plans for rebuilding her savings.

The Significance of TFSA in Canadian Financial Planning

The TFSA is a cornerstone of Canadian personal savings strategies, offering tax-free growth on investments
and the flexibility to withdraw funds at any time without penalties or tax consequences. For many
Canadians, the TFSA serves as a versatile account for:

- Emergency savings
- Retirement planning
- Saving for large purchases like a home or vehicle
- Investment growth

Mary’s substantial withdrawal for her condo underscores the importance of understanding how to
maximize the TFSA’s benefits, especially when large sums are involved.

---



Implications of the $99,000 Withdrawal

The immediate consequence of withdrawing $99,000 is the significant reduction in her TFSA balance.
While the TFSA allows for tax-free withdrawals, there are several important considerations:

- Impact on Contribution Room:
Since the withdrawal was made a month ago, Mary’s contribution room is affected. In Canada, the
contribution room is generally based on annual limits plus any unused room carried forward. Withdrawals
create room for re-contribution starting the following calendar year, but not immediately.

- Tax and Penalty Considerations:
The good news is that withdrawals from a TFSA are tax-free and do not incur penalties. However, if Mary
re-contributes more than her available room, she risks over-contributing and incurring penalties.

- Opportunity Cost:
The funds withdrawn for her down payment no longer generate tax-free growth within her TFSA,
potentially impacting her long-term savings.

---

Rebuilding Her TFSA: Strategies and Considerations

Having only $11,000 left in her TFSA signifies that Mary needs to strategize effectively to rebuild her
savings. Here are some key considerations:

Assessing Her Financial Goals

- Short-term goals: Emergency fund, upcoming expenses
- Long-term goals: Retirement, future investments
- Housing plans: Will she need additional funds for future property investments or renovations?

Clear goal-setting will guide her saving and investing approach.

Re-contributing to the TFSA

- Understanding contribution room:
For the current year, her contribution room is her annual limit (which was $6,500 in 2023) plus any



unused room from previous years. Since she withdrew a large sum, she can re-contribute the amount in
subsequent years without penalty once the new year starts.

- Timing of re-contribution:
She should plan her re-contributions carefully to avoid over-contributing. For example, if she wants to put
back the $99,000, she must wait until the next calendar year unless she has accumulated sufficient
contribution room from previous years.

Investment Options to Grow Her TFSA

To rebuild her TFSA efficiently, Mary should consider diversified investment options, which could
include:

- High-interest savings accounts for liquidity and safety
- Exchange-Traded Funds (ETFs) for broad market exposure
- Dividend-paying stocks for income
- Mutual funds for managed diversification
- GICs (Guaranteed Investment Certificates) for fixed returns

Each option has its pros and cons, which should align with her risk tolerance and timeline.

---

Lessons Learned from Mary’s Scenario

Mary’s experience highlights several key lessons for Canadian investors managing TFSA accounts:

1. The Power of the TFSA’s Flexibility

- Withdrawals are tax-free and can be re-contributed in subsequent years, making the TFSA a flexible tool
for major purchases.
- Planning withdrawals in advance ensures that contribution room is preserved and avoids accidental over-
contributions.

2. The Importance of Long-term Planning



- Large withdrawals can significantly deplete savings, emphasizing the need to balance immediate needs
with future security.
- Maintaining an emergency fund outside the TFSA can prevent the need for emergency withdrawals
that reduce long-term growth.

3. Rebuilding After Large Withdrawals

- Patience and disciplined savings are essential.
- Utilizing annual contribution limits and maximizing investment returns can help restore balances over
time.

---

Pros and Cons of Using a TFSA for Major Purchases

Pros:

- Tax-Free Growth and Withdrawals: Funds grow tax-free, and withdrawals are not taxed.
- Flexibility: Can be used for any purpose, including large purchases like a home.
- No Impact on Benefits: Withdrawals do not affect government benefits such as Old Age Security (OAS).

Cons:

- Limited Contribution Room: Once funds are withdrawn, re-contributing is limited to future contribution
room, which can delay rebuilding.
- Potential for Over-Contribution Penalties: Mismanagement can lead to penalties if contribution limits are
exceeded.
- Opportunity Cost: Large withdrawals reduce the amount available for tax-free growth.

---

Future Outlook and Recommendations for Mary

To optimize her financial situation moving forward, Mary should consider the following steps:

- Create a Comprehensive Financial Plan: Incorporate short-term needs, long-term goals, and risk
management.
- Monitor Contribution Limits: Keep track of annual TFSA limits and unused room.



- Diversify Investments: To grow her TFSA balance efficiently, she should diversify her investments
based on her risk tolerance.
- Build an Emergency Fund: Maintain liquid assets outside her TFSA to cover unexpected expenses.
- Consult a Financial Advisor: Professional guidance can help her develop tailored strategies for rebuilding
her savings and achieving her financial goals.

---

Conclusion

Mary’s situation—having $11,000 in her TFSA after withdrawing $99,000 for her condo—serves as a
powerful reminder of the importance of strategic planning when leveraging tax-advantaged accounts.
While the TFSA offers unmatched flexibility and tax benefits, understanding its rules and limitations is
crucial to avoid unintended consequences. By carefully managing her contribution room, diversifying her
investments, and setting clear financial goals, Mary can rebuild her TFSA and continue working toward
her broader financial aspirations. Her experience underscores the significance of disciplined saving,
informed decision-making, and the long-term benefits of strategic financial planning.
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