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Rent Vs. Buy - Actual

| TODAY RENT BUY

Purchase 0 347,500

Monthly Payment 2200.00 1800.00
UtilitiesMaintenance 500.00 650.00
Property taxes o) 400.00

Total Spent Each Month 2700.00 2850.00

8 YEARS LATER
You Spent 259,200 273,600
Your House Value 0 640,000
You Owe Mortgage 0] 200,000
Net Worth 0 440,000

Out of Pocket after selling your house 259,200 o)

Net Cash Flow Required 259,200 -166,400




New vs Resale

Wait a long time to move in
No standard contract
Lots are usually smaller

Pay GST and Land Transfer Tax
(rebate?)

Site visits usually allowed

Usually need repairs in the first year
(warranty)

Immature neighborhood
Postal delivery to boxes

May not increase value until builder
has sold off inventory

Lots of extra expenses on closing
(driveway, trees, yard, etc.)

Resale
Move in within 3 months
Standard OREA contract

Lots are usually bigger than New
homes

Land transfer tax (rebate?)

May need some work —get an
Inspection

Mature neighborhoods

Postal delivery can be to your
door.

Increases in valuétyear(?)

What you see is what you get




Mortgage Pre-Approval

How much can | afford?
How much do | qualify to borrow?
nterest rate guarantee

No commitment from borrower
required




Sequence of Events

Mortgage Pre-approval

~Inancial Planner (rrsps, hbp & life insurance)
Real Estate Agent

Real Estate Lawyer

Offer to Purchase Agreement

Conditional Agreement — Walivers

Statement of Adjustments - Lawyer

Lender Funding

Closing — Move in Date




Possible Conditions

" FInancing
- Satisfactory home inspection
 Valid surnvey (title insurance)
- Sale of your home
" VISIts to property
" Chattels and inclusions
NOTE: Consult your lawyer and realtor

Make sure you have 10 business days just in casg




Good Faith Deposit

" Shows that buyer’s offer is serious

" Held in realtor’slawyer’s trust account
" Credited towards purchase price
 Consult your lawyer

~ $1,000 - $10,000 is enough depending on price
of property. Most will ask for more but try not
to give more unless there are multiple offers.

IMPORTANT: Never give a check directly to
the owner.




Home Inspection

" |dentifies major structural
concems

" Educational tour of your
new home

" Provides peace-of-mind
" Visual inspection only
" Written report provided

" Does a condo need to be
Inspected (heatingair
system)?

" Cost between $300-500




Basic Mortgage Terminology

" Term — Length interest rate is guaranteed for
" Amortization — time it takes to pay off the
mortgage

Pre-payment — make payments directly against
the principal

Portability — move loan to another property

"~ Assumable — move loan to buyer of your
property (oac)




- Types of Mortgage




Closed Vs Open Mortgage

CLOSED
You are locked in

" Rate can be fixed or
variable for 1 to 5,
7/ or 10 years (some
do 20 years)

"~ May pre-pay up to
5% to 25% each
year

" Penalties for early
payout

OPEN

Usually a max of 1

year temm

" Not locked, can pay
out mortgage at any

time.

" Usually max 75%

loan to va
" Usually a

ue
nigher

Interest rate than

variable ¢

osed



Monthly $795.00 25.0years | $138,577

Biweekly $398.00 19.7 years | $102,875




Which Mortgage Is
Best for You

" Not always about rate
" Individual choiceindividual needs
" Cash flow, lifestyle

" Different features and terms

" Credit History

" Employment History

" Risk Tolerance

" Individual consultation recommended




Lender Ratios

GDSTDS — Most A+ Lenders Look For 32/40,
Some lenders will go as high as 45%

" Gross Debt Service Ratio (Mortgage + Heat + %
Condo Fees + Taxes)

" Total Debt Service Ratio (GDS + monthly
payments on all your debts, including car

payments)

Credit Bureaus — Above 680 will save you lots of
money In interest. Lenders use your beacon score
to determine your payment history and credit
utilization.



Additional Costs

Application or lender fee (common in the sub-prime world)
High Ratio premium (.5% to 6.5%) — added to mortgage
Legal fee + disbursements (title insurancesurvey)
Adjustments — pre-paid property taxes; condo
maintenance fee; utilities; hook up fees

Appraisal fees ($250)

Home inspection fee ($200-400)

Land transfer tax & GST

Home owner's insuranceimortgage insurance

Status Certificate (estoppels certificate)

New home closing expenses (driveway, trees, grassetc.)



Land Transfer Tax

" Refund up to $2,000 for new homes

— Must be owner occupied within 9 months

— 15ttime home buyers only (including spouse)

— Minimum 18 years old

— Application for rebate within 18 months of closing
" Recently Expanded to Include resale homes
— Certain properties excluded

" Important check with you lawyer

" Toronto has municipal land transfer tax by-law as
of Feb 1, 2008 up to 1.5% of sale price

— Will other municipalities follow suit



What does a Lawyer do?

" Reviews your contract of purchase & sale
" Review mortgage documents
" Closing documents are completed

" Title search or title insurance

" Final signatures and proof of identity

" Register documents with local governments
" Collection of Fees and disbursing funds

" Final Statement of adjustments

" Give you the keys on closing



Why Title Insurance

" Compensation for title errors
Protection against survey errors
Protection against by-law infractions
Protection against fraud

Protection against forgery




How to Choose a Realtor

" Listens and understands
your needs

" Familiar with the area

" Skilled negotiator saves you
money

" Works for you not the buyer

" Try to avoid using the listing
agent as your agent (potential
conflict of interest)



Why Use a Financial Advisor

How to use of your RRSP home
buyers plan most efficiently

Life Insurance and Mortgage

Insurance needs
Disability plans for your home
Retirement and Tax reviews

Estate Taxes and Structures




Why Leo (Mortgage Broker)

lender usually pays



Next Steps

Obtain a mortgage pre-approval
Assess home needs and lifestyle

~ind a financial planner (I can help you)
~ind a realtor (I can help you)

-ind a lavyer (1 can help you)

Start looking for your dream home
Make an offer

Get an Inspection

Move In!




Rental Properties

Multi Unit CommercialResidential_and

" 1.2 Eamings Coverage on Multiplexes
Multi-plexs (5+) starting at Prime
Minimum 600 Beacon score
Up to 85% LTV on Multiplexes
Up to $25mm

Owner OccupiedNon-Owner Occupied
Owner occupied up to 4-plex (3240 GDSTDS)
Up to 95% LTV on owner occupied
Most lenders use a rental offset (80%)




Cottages/Recreational/Resort

" 65% LTVs on non winterized

" Upto 95% LTV — Resort and 2¢ Home
" Upto 120 day rate guarantees

" 3240 GDSTDS required




Feedback

" Neec
" Neec
" Neeo
" Neec

" Can be Anonymous

" Emall addresshewsletterrate report
" Suggestions

" Want me to call you?

a Real Estate Agent?

a Financial Advisor?

a Lawyer?

a guote on Home Insurance?

.



THANK YOU




