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The Turner Report

By GARTH TURNER

here is no question I am asked more than this:

Should I lock in my mortgage? Lately the number of
times I hear that in one week has rapidly escalated. Seems
everybody, suddenly, is an interest rate junkie.

Maybe it’s the gas thing that has them bent out of
shape over their family finances. After all, with gasoline at
more than a buck a liter, with natural gas prices about to
rise again, and with untold home heating oil horrors soon
to come, anyone who lives by a budget is worried about
cash flow. Now those people with variable rate mortgages are doubly concerned,
thinking how the Bank of Canada can ruin their lives.

Why are rates rising? Many reasons, not the least of which is the fact we have
been spoiled with the cheapest money in a generation, and it just can’t last forever.
Beyond that, however, government spending has taken a sharp turn higher in the last
year as the feds increased their appetite by a whopping 15%. That proved to be infla-
tionary, and the immediate consequence was a bump up for mortgages, lines of cred-
it and business loans.

Will there be more to come? You bet, Pontiac. The odds are today’s prime rate
of 4.5% will at least 1% higher by this time next year, even though our high dollar
might slow the increases a little. Still, this means people with variable mortgages will
see their monthly payments increase by between 25% and 30%. New home buyers
with honking big loans and precious little equity will be the ones most atfected.

So, should you lock in? Not yet. Today, if you ask nicely, you can get a VRM at
any of the banks for prime minus a half or three-quarters of a point — putting it at
close to 4%. Meanwhile the posted rate for a five-year térm is almost 6%, and even if
you score a discount off that, the locking-in thing will still bump your monthly pay-
ments higher. | ~

The best strategy right now in terms of your mortgage, is to do nothing. Do not
lock in. Do not panic. Do not call your father for advice. Do, instead, consider one of
the strategies | presented to you last week, making your mortgage interest tax-
deductible, if you happen to have some other investment money lying around.

If you don’t, and are one of those new homebuyers that Mattamy executives
dream about, then you should work at paying off your mortgage as quickly as pos-
sible. The best strategy I know for that is to take your conventional monthly mort-
gage payment and convert it to a weekly payment plan.

The bank will set this up for you at no charge — and suddenly you'll be paying
every week the equivalent of one quarter of your old monthly payment. What dif-
ference will this make? Well, in the course of a year you'll actually end up making
the equivalent of an extra monthly payment, which is good. In addition, by paying
weekly, you are eating into the normal amortization of mortgage interest, which
saves you money. With the magic of this one change you should be able to pay off a
conventional mortgage in ten or twelve fewer years, saving you enough money to
impress even your mother-in-law. B i o e e

Oh yeah, and when you borrow ensure your mortgage is portable. That means
you will be able to take it along with you when you move, which is a good thing with
interest rates inevitably rising.

And, finally, never give in to the bank’s suggestion that you take life insurance
on your mortgage (unless, of course, you plan to die soon). This insurance is ridicu-
lously expensive, almost always unnecessary, and usually the result of guilt rather
than intellect. Take the money that insurance would cost you and add it to the repay-
ment of the debt itself. . -

And, remember, don’t lock in. I'll tell you exactly when to switch, which means

you can’t afford not to read the Compass!
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. . FUNERAL HOME|

e — Leading with Professionalism |
_*——-3.1_*_#_1 " 8. Serving with Compassion Since 1953

B = t * 24 hour service * Burial, Cremation

e L & Memorial Services * Pre-arranged funerals
» Payment plans ¢ Serving all faiths
- 114 Main

St, Milton + 905-878-4452 |

Thanksgiving Sunday Brunch Buffet
Relax & Enjoy a Unique Country Setting
» Carved Roast Beef » Seafood Platter + Sweet & Sour Special * Turkey
+ Stuffing * Gravy * Mashed Potatoes « Ice Cream & Desserts * and much more!

Adults ($15.95 + taxes) * Kids Under 10 ($_7_.._95 +taxes)

Fantastic Country Inn Room Rates!
+ Daily Rates from $79 « Weekly Rates Available - Only $59 per night!
» Meeting Room Rates from $60 - Immediate access to Hwy 401
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- From everyone at

(905) 875-22808
200 Ontario St. S.. Suite 2005
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www.complete-wellness.ca
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| Astrid Lakats

. Chartered Accountant

“WE DON'T JUST ORGANIZE YOUR FINANCIAL NUMBERS;
WE INTERPRETSTHEM,
TO HELP YOU IMPROVE YOUR BUSINESS’ PERFORMANCE AND PROFITABILITY.”
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Serving you in the following areas:

Consulting
% Profit Improvement Analysis
%+ Strategic Planning
< Business Plans
%+ Succession Planning
< Key Performance Indicators

Accounting

< Audits, Reviews, Financial Statements
» Cash Flow & Budgeting

» Government Filings

Bank Proposals
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Income Tax
% Personal and Corporate Tax Returns

<+ SR & ED Tax Credits
% Tax and Estate Planning

Accurate quality service
in a timely, friendly manner.




