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Five year mortgage |

rates are increasing

While we were sitting around the living room,
watching the news an lelevision and bragping
about how our streng dollar was keeping our in-
terest rates down, the U5 dollar barged in and
raised the rent. Close behind was the bleated
LS. trade deficit.

These \wo have wreaked havoe with financial
matkets. foreing up the cost of borring money.
One big bank raised its moartgnge rates hy a
quarter of a perceplage ppint on Woednesday.
Other fenders said that was nat cnough.

Bankers borrow money o©on  the wholesale
market, mark it up and lend i1 1o consumcrs.
Lately, the markup has heen squeered 100 thin,
they say. Indeed, bankers are having to pay
almost as much for moncy as they are charging
for mortgage laans,

At 1175 per cent, the five-year mortgage rate
is as high as it has been since February, 138b.
That's when the U.S. dollar first teetered and fell
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aguinst the European currencics and the yen

AL the time it looked as il the Cinadian dollar
would fall even further. 5o the DBank of {‘anadn
stepped in and cranked up interest rates. Higher
interest rates tend to offset the threat of a [nlling

currency in tho eyes of foreign investors.
SUDDEN JUMD?

The five-year rate jumped two full percenlage
points from December, 1385, 10 February, 1986
By May, 1086, it had returned to D75 per vent,
The sudden jump shows how much nervous cur-
It also
shows how short-lived these markel disruptions

rency noarkets can hurt Romcowners.

can be.
Last Friday,

ns the dollar faltered, the LT'-:.
ceniral bank raised its discount rate for the first

time in three years. The discount rate is the U.S. §

version of the bank rate.

The half-point increase appeared (o have little b
eflect on Canadlan rates ot ihe time, That's §
0 confortable cushion between §

because we Kee
our rates and theirs -- ours are aiways higher.

But the doamage was being done behind the :

scenes, on bond, money and currency markels §
around the world, Now fears that the U.S, trade B
deficit will worsen, scaring investors out of their B

1!8. dollars, have punctured our interest-rate
cushian,

The future will be revealed Sept 190, The USs. §

Governmment will release its July trade numbers. §

If the shortfalt has nol improved substantially

fram last month's $15.7 billien (U.5.), high in- §
rgist, I{ the monthly deficit is §

terest rates will
less than $14.5 billion, things could imprave.
NOTENOUGH

Sherry Atkinsen, chief cconomist at Burns Fry §
jtd.. a big investment dealer, snys better irade g
numbers will nat he enough o stem the dollar's §

deckine. The U.S5. Fed will need to use strong B

rhetoric and another half-point increase i in- g
terest fates. If Dr. Atkinson is right, borrowers g

cauld be in for a rough road ahead,

The big question now is how long wild it last”
What started out as a temporary blip in interest |
rates has lasted six weeks already, and somd §

bankers say there is no end insight.

Bul the seeds of o turperound bhave already §

L

planted, Beneath the surface, the ULS. trade g

deficit has begun lo improve. Because of an g

cconomic law  know as  the  J-curve,

trade §

numbers get worse in dollar lerms before they §
pet belter when a currency is realigned. The §
greater volume of exports is offsel by their Jower }
daollar value So if the trade reversal 1s not ap- K
parent today, it will show up nexi month or the §

maonth after.

: _ Yo
in the meantime, peeple with money to tuck g
in bonds or puarantecd investiment cer- §

awny 1
tificates will be earning mttractive rates,

The tessen in all this s siraightforward, We g
may feel exempt for awhile from the trounles |§
that beset our Ametican neighbors. Bul seonvr B
ar Iater they will hil us too, oflen with more '.

devasling foree,

Housing market at
“a transition stage

By DIANNE MALEY
Business Analysl

Murlgnﬁe rate  incTeases are  worrisome
because there's o magic number nt which people
will stop buying bouses. No one knows what il I
Usunlly, its measured by the five-year rate, even
though few people may cheose that lerm. Some
say people stop buying when the Five-year mor-
tgage rate reaches 15 pet centt pthers say . it's
12 per cent.

I{ the 12 per cent camp is right, the real estate
market may soon grind to o halt. Last witk,
several big lenders raised the [ive-year mior
{gage rate to 11.75 per cenl, 11 hiphest it bas
been since February, 1986,

Sales already have begun to slow. le/Max In-
tepnational, real estate brokers, report that
homes sales stowed in the second quarter (o
cvery province but Alberta. Alberta is recover-
ing irom Lhe second big economic slurmp in {ive
years, caused by loal year's drop in oil prices.
Re/Max measures how many days it takes a
home tosell.

Meanwhile, builders are building like never
before. Work on new homes in August was the
busicst it has been since 1978, Canada Morlgage
and Housing Corp. 5nys.

nost of these homes bave alread
Builders who have not presold thar
be forced Lo trim Ltheir prices. o

Builders also wory that with so much activily
this year, they may be left with little 1o do in 1948,
Housing starfs could slump ofter this year’s big

Iwen sold,
ouses ¢ould

boem. particularty in soulhern Ontano

The speculative bubbte that carried Toronio
house prices lo new highs has hurst, bul the
market is siill relatively healthy. Outside the big
ventres, though, achivily is slowing  The Cana-
dian [eal Fslate Association calls 1 o markel 1n
Iransilion.

Nationally, house safes slowed over the sum-

e e e S

—ne wmmat Pt = wf

mer compared with the previous summer  July §
home <ales in 24 cities foiled to malch  [ast §
vear's. Since then, thimgs have picked up o tat, E
hut this could be nipped i the bud by fisang, mor- §

tage rates,

Average house prices are nob g parcticularly ;
goodd measure of what s really happening in o §

markel,  Buol  they  do reveal  the
expensive it s 1o live inand around Tovonto.
The averape house price

$186.698 in.July, the real vstate assoctation says.

growing §
“giscrepancy between  different cities, and  how §

in Toerunto WﬂS

This compares wilh $95,297 in Monlreal -- o §
bargain by camparisicn. Winnipeg also looks like §
a good deal. with an average housc price of B
$a0.413. Victoria is nicely priced at $107.862, and |
Grepter Vancouver, with ils warm chmate, 15 i 3

reasonnble $139,251. :

Prices are highest in the Caledon Hills outside |
of Toronto, where house prices casily surpass
$200.000, Ie/Max reporis. In Torente, loo, it 1s

hard ta find o house for less then $200,000.

In Milton, Whithy and Ajax, prices Tange {rom |

$140,000 to $160,000, Re/Max says.

é‘/ Let Me Show You How To
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Build Up

That Nest Egg

With a CONFIDENTIAL, NO OBLIGATION

PERSONAL FNANCIAL ANALYSIS

# IF the inlterest mtes haye you confused

% IF the houslng pricesa seem ataggoring

# JF your paycheck doaan'l seam sufficient
wiF your want [0 know —

“WHAT CANI AFFORD??’’

in the comtort of your own home or In my office.
Contact me at any time for this service.

GLENDA HUGHES

J28 Guelph St,, Georgelown

877-5296
oa877-8402

OHN EDGAR
877-9915

EXCELLENT BUY

it's 2 beauty" 3 bedrodm bungalow |a excefient con-
ditlan, £al-in klichen, Sving rogm and diring regm,
broadloom & hardweod floors, hinished rec room,
“ﬁ“ lof, &l lenced, two sheds, sl slum, edves,
1etiits, etg. For full delals catt JOHN A. EDGAR at

877-9500 or 453-2900. CT47

IN MOORE PARK

Cloys 10 schotly and shopping, walklng distance to
dowalown, 3 bedroom tidesphi, ¥ving room, dining
toom, ealln kilchen, large rec room wilh woddbur-
ning slove, hardwood under bicadloom, pool, fulty
insuizied doutle garage wilh woodbutring stove and
work bench, wxtta Large lot. A mug) to see. For hull
delzits call JOHW A. EDGAN at B77-9500 or 453-
2900, cT49
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ILA SWITZER
877-3133

8%l ' REG COOPER
877-9458
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27A MAIN ST. SOUTH
GEORGETOWN 877-9500

TORONTO LINE
453-2900

YOU'LL BE
GLAD YOU

CALLED
UE FIRST:

- T [

SUPER LOCATION
IN GEORGETOWN
4 bedroom bunglaw, kving room, dining room, eal In
kitchen, bullt in dish wasber, finighed fec room, alf
condition, new high effclancy fyrnace, 200 AMP
service, new roof In 1980, afl alom eaves, 3aifihh

etc, fully ferced back yard, priced {0 sel. For ful
detally call JOHN A EDGAR at 877-9500 or 4352

25 GOULD CT., ACTON

SUN., SEPT. 27th
1:30 p.m, to 4;30 p.m.

Go Mill Streat Wast, luen tight on lo Wright
to Gould Ct,

For full delatle call ILA SWITZER
877-0500 or 453-2900 CT51

WHAT A VIEW OF THE
COUNTRY SIDE

Baautifut 10 acres in Edn, 4 bedroom bunglow,

fweplace, woodbuming stove in master bedroom,

over 1800 sguare leel of Jiving space, brick patio,

1% car garage, over 100 evergroen lres panted,

view lfor miles, houss needs to be finlshed. For full

detatly cak JOHN A EDGAR at 877.9500 or 453-
2900, '
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Hl COMMUTERS
Just 10 misutes lo Klichener, 4 bedroom hema,
lsrpe esl-in kitchen, lots of copbtards, finkihed ree.
rosm wilh freplace, 1-4 pc. bathsom sod pawrder
roam, Aita “r: , vy 2000 tquzra leel. Glve
s Switner a cadl 91 B77-9500 or 433-2900. Priced
al §129,500. CTs2

2 BEDROOM -}

CONDOMINIUUM |

ONLY |
$62,900

With upgraded
broadloom, Yarge kit E
chan, wilk 1p down-
town, Why pay rent
when you can have
F_':" own apartmant? #
ult ds cafl fla
Switrer 31 B77-9500 or
4532900, CYS4

MOBILE HOME

2 bedroom, living room, kitchen, full 4

tight stave, cutside

piece bath, fridge & stove, alr-

porch 8'x10°. Tralker is 45'x10°. Priced to sell.

(Traller has to be moved from lts present iocation). For full details cali

John A. Edgar at 877-9500 or 453-2900.

CT43




