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Affordability tips for fi rst time homebuyers
Owning your fi rst home is a mile-

stone as well as an exciting experience. 
However, many fi rst time homebuyers 
can be nervous about the process, as 
they don’t know what to expect or how 
to make the best decisions.

RBC Royal Bank research shows 
that homebuyers between the ages 
of 18–34 worry that buying their fi rst 
home will mean living outside their 
means.

“With the proper advice and budget-
ing tools you can still live within your 
means and purchase your fi rst home 
– you can do both,” said Kavita Joshi, 
director, Client Strategies, RBC. “An 
RBC mortgage specialist can help you 
understand all the fi nancial aspects of 
owning your fi rst home, by offering 
tailored advice and support.”

Joshi offers a number of tips to help 
fi rst time homebuyers stretch their 
dollars even further:

Determine how much you can 
afford– before beginning your house 
search in earnest, review down pay-
ment options, household income, cur-
rent debt, estimated monthly housing–
related costs and closing costs. 

Create your wish list
Determine what features in a house 

are need–to–have vs. nice–to–have.
Establish your down payment 

amount
It’s helpful to establish an amount 

you are comfortable with prior to mak-
ing your purchase. You’ll be glad to 
know that there are options available 
depending on how much of a down 
payment you can afford.

Factor in your closing costs
It helps to know upfront what your 

closing costs will be. When calculating 
closing costs, it’s fairly safe to assume 
you’ll need at least an additional 1.5 
per cent of the purchase price.

Get pre–approved for your 
mortgage

If you are unsure you qualify for a 

mortgage or how much you qualify 
for, speak with a mortgage specialist 
who can see if you can pre–qualify, so 
you’ll know what your mortgage op-
tions will be.

Understand your payment
options

Many fi rst–time homebuyers give 
more thought to interest rates than the 
mortgage solution itself. While rates 
certainly have to be considered, the dif-
ferent types of mortgages, various pay-
ment structures, terms and fl exibility 
may have a much greater bearing on 

your overall costs of homeownership.
Consider unforeseen expenses 

ahead of time
When you’re buying a home for the 

fi rst time, there are a number of re-
lated costs that you may not be famil-
iar with, including: professional home 
inspection, lawyer fees, land transfer 
tax, property tax and property insur-
ance. You also should take into ac-
count “one–time” costs, such as mov-
ing expenses, and ongoing costs, such 
as heating, electricity and water.

Be realistic
You may be under–or over–esti-

mating how much you can afford for 
a home. Online mortgage calculators 
make it easier to estimate accurately, 
by providing you with information 
on the maximum mortgage payment 
amount you can afford each month 
(www.rbcroyalbank.com/cgi–bin/
mortgage/tools/howmuch/afford.pl)

Love your new home
Once you’ve received the keys to 

your new home, it will time to sit back 
and enjoy every minute of being a new 
homeowner. 

For further advice and tips, visit the 
RBC Advice Centre at www.rbcadvice-
centre.com and join the discussion 
on purchasing your fi rst home on the 
RBC Facebook page at Facebook.com/
rbcroyalbank.

—www.newscanada.com
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