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Money-saving tips for your mortgage

John Cavan, ..
Mortgage Agent

License # M0O8003080

AR o teage
Y Arch:tects

Brokerage #10287

Ask your local

Most of us feel that we have the right mortgage
for our situation, but we certainly don’t want
to think about the cost of that borrowing.
The good news is that there are ways to
save money over the life of your mortgage
and during your mortgage years. Here are
some fried-and-rue money-saving mortgage
strategies.

Increase your payment . It you've
been renting, you likely paid your housing

costs once a month. But with a mortgage,
you can also pay weekly (52 payments),
bi-weekly (26 payments), or semi-monthly
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Owning your first home is a milestone as
well as an exciting experience. However,
many first 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 first home will mean
living outside their means.

“With the proper advice and budgeting
tools you can still live within your means and
purchase your first home — you can do both,”
said Kavita Joshi, director, Client Strategies,
RBC. “An RBC mortgage specialist can help
you understand all the financial aspects of
owning your first home, by offering tailored
advice and support.”

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

Determine how much you can afford -
before beginning your house search in
earnest, review down payment options,
household income, current debt, estimated
monthly housing-related costs and closing
COSIS.

Create your wish list

Determine what features in a house are
need—-to—have vs. nice-to-have.

Establish your down payment amount

[t's helpful to establish an amount you are
comfortable with prior to making your pur-
chase. 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 clos-
ing 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 pur-
chase price.

Get pre-approved for your mortgage

If you are unsure you qualify for a mort-
gage or how much you qualify for, speak with
a mortgage specialist who can see if you can
pre—quality, so you'll know what your mort-
gage options will be.
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(24 payments). You make additional
payments with weekly and bi-weekly versus
monthly or semi*monihly, which shortens
your amortization period and reduces the
amount of interest you pay over the long
run.

Example: A $ 200,000 mortgage amortized
for 25 years at 4.5%. Adjust payments from
monthly to every two weeks [bi-weekly or
20 payments), and you'll reduce your
amortization to 21.7 years and save

$20 033 in interest

Shorten your amortization. If you have the
cash ﬂow you could shorten fhe number of

years it will take for you to pay off your
mortgage. A shortenecr amortization means
higher mortgage payments, but you will
pay less interest overtime.

Example: $200,000 mortgage amortized
for 25 years at 4.5%. Switch to 20 years,

and you'll pay off your mortgage 5 years
eorher and save $29 488 in interest.

Understand your payment options

Many first-time homebuyers give more
thought to interest rates than the mortgage
solution itself. While rates certainly have to
be considered, the different types of mort-
gages, various payment structures, terms and
tlexibility 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 first
time, there are a number of related costs that
you may not be familiar with, including: pro-
lessional home inspection, lawyer fees, land
transler tax, property tax and property insur-
ance. You also should take into account
“one-time” costs, such as moving expenses,
and ongoing costs, such as heating, electrici-
ty and water.
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Some ‘homebuyers often use extended
amortizations as a safety net. They may
choose a 30 year amortization for their
mortgage, but ’rhey keep their payments
at 20 or 25 years. This gives them the
Hexibility to reduce their payments at any
time should they need more breathing room
during a maternity leave, or in the event of
a job loss or illness.

Use your pre-payment privileges. Those

rw:leges are there for a reason- they
E you pay oft your mortgage faster and
reduce Yyour interest costs. Pre-payment
privileges differ from lender to lender. Take
the 20+20 option. Once a year, you can
increase your mortgage payment by up to

20%. The second 20 lets you make a lump
sum payment of up to 20% each year.

Example: $200,000 mortgage amortized
for 25 years at 4.5%. Put $2,000 lump sum
amount each year on your mortgage and
you'll pay off your mortgage in under 20
years and save' $32,629 in interest costs.

Be realistic

You may be under-or over—estimating
how much you can afford for a home. Online
mortgage calculators make it easier to esti-
mate accurately, by providing you with infor-
mation on the maximum mortgage payment
amount you can afford each month
(www.rbcroyalbank.com/cgi-bin/mortgage/t
ools/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 turther advice and tips, visit the RBC
Advice Centre at www.rbcadvicecentre.com
and join the discussion on purchasing your
first home on the RBC Facebook page at
Facebook.com/rbcroyalbank.
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The newest addition to the onlme 11bralzy
is “What to Expect at a Tarion Inspection”
which provides specific information on
what homeowners need to know before,
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some exceptions to the warranty process.

so check back periodically.
The semmars ean be accessed 24 hours a
-day a week on tarion.com.
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Roll high-interest debt info your mortgage.
You can use the equity in your home to
consolidate your other high interest debt
such as credit cards or store cards. By
consolidating all of your debt into a new
mortgage, you can make fewer payments,
save money on interest costs, and improve
your cash flow. In almost every case, you're
better off holding your debt in a mortgage
than in any other lending vehicle. Why?
Because Canadian homeowners are
benefiting from mortgage rates that are
among the lowest in decades. You can then
consider using the money you save each
month to pay off your mortgage faster.
Or use the savings for investing, RRSPs or

RESPs.

It you are interested in exploring ways to
pay off your mortgage sooner, we can
review your mortgage and offer suggestions
to maximize your savings.

oncerns can be directed to John Cavan’s office, located at 14 Martin St., Milton.
s website is www.stre sﬁffummt[guigt ca. Contact John today about your htrth.a_f?u. mor!(gagﬁ opportunities.
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