Getting off the treadmill of debt

By CHERYL MONT, CCA
Imagine a tax-free investment with no risk and a
guaranteed rate of return. It may sound too good to be
4 true, but that's exactly what repaying your personal

| g;-bt 1s. That rate nfl retumn (‘t;l;k‘l easily be greater than

- cent, equivalen a cen - cen
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ties for early liquidation; refinancing costs; amortization
period of loan and the type of loan (eg. personal line of
credit, installment loan, or second mortgage)
If you don’t own any assets, mrnmlis:tmg your debt
may still be an option. Examine your life insurance
policy to see if there is a cash value you can borrow
against. Borrowing from family members can also be an
attractive alternative as they may welcome the oppor-
tunity to earn a higher rate of return on their savings
Reducing your expenditures may be the most painful
option for repaying your personal debt, but it can be
more easily achieved by creating a written spending
plan. Remember to include annual irregular expenses
such as insurance, as well as monthly expenditures
Your final option for getting off the personal debt tread-
mill is to increase your income, either through a part-
time Job or even a career change
Person~| debts can be a source of increased motiva-
tion. There are even some mana who feel that
E::}pli: in debt make the best salespeople. Of course, the
St opportunity to increase your income will arise once
you've successfully repaid your debt and are able to
channel the money which once went to debt repayment
into building your savings |
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rate of return on a taxable investment — depending
upon your tax bracket.

Repaying personal debt is an unequalled investment,
and recognizing that fact*is the most important step to
getting off the treadmill of personal debt. Once you've
taken the decision to take yourself out of the red you
will then be able to face the next hurdle - listing your
debts, determining interest rates, repayment terms, and
calculating your assets, income and expenditures.

Writing down your financial position will provide you
with a starting place from which to choose the various
options for repaying your debt - liquidating your as-
sets, consoldating your debt, reducing your expendi-
tures and increasing your income

If you are thinking about liquidating your assets and
borrowing to consolidate your debts, the following fac-
tors should be considered: the after<tax rate of return on
assets versus cost of the debt, market canditions, penal-
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NEW HOMES TO BE BUILT -

3000 SQ. FT. BUNGALOW ON 2 ACRES
TS 15 truly 2 bungalow you can boast about four bedrooms, sunken vng rnom
shares see-through fireplace with dning room. A den which agons, 1o maslter
DEAroom can bDe used as nursery or study, coffered and barred vauited cemngs,
large kitchen and lots of extras. Call Tim Nevins to wew the stunning floor plans
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COUNTRY HOME, BUT IN TOWN .
This home is approximately 2000 sq. ft. To be built on a treed ot in town. The
kitchen is -brightly lit by a bay window with breakfast bar. Dining room has
greenhouse windows, 3 bedrooms, 2.5 baths, family room, laundry room,
fireplace, large garage and a whole ot more. Call Tim Nevins to disCuss your new
home plans

CALL TIM NEVINS
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Renovation -- sometimes

a ‘little work’ can become

major structural changes

dream home and at last, it's

it needs a hittle work, but so

iIt's vour
yours. surve
what’

Bring in the dumpster, grab a crowbar and
let's get at 1it, nght?

Wrong first stroke of the
crowbar and the last coat of paint, many a
d roe home has tumaed 1into nightmare alley
tor nocent  homebuvers who thought
renovation meant “a little work S

Ask vourselt: How much do vou
about renovation anvway’? And just
do vou think you're going to tind time to do
it all” What if “a little work™” turns unexpect-
v into mapr structural changes’

Bob and Marg thought their centurvold
Victonan townhouse needed
Bob would tear out the false ceilings while
Marg sanded down the floors. Then one day
Bob casually removed a piece of lumber
which was leaning against the rear wall -
and In horror as the wall
tumbling down

At that point, Bob taced the facts. He had a
major problem on his hands and perhaps
others he hadn’t even dreamed of vet. He
hired a renovator

With housing prices
more people are choosing to renovate what
they have. Torontonians spent aimost $4 bil
LHOn on renovation last vear

But where do you hind a renovator’ Ang
what exactly does he do’

A professional renovator 1s often a
design/bullder who can take your project
fTom a gh*am In vyour ¢ve to . hinished
product. And you won't find guys like him
sitting on the tailgate of a truck
ask fmends and neighbours-who
have had similar renovations done recently
But don’t just take their word for it. The
Toronto Home Buildeérs' Association has a
list of firms specializing 1n renovation and
H\it‘\'t'hipmt‘ﬂh

Alwavs ask tor reterences and then wvisit
several compileted projcts. Aim for a good
fit between propct and renovator. In other
words, don’t hire a Victonan specialist to do
your ultramodern European kitchen
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But you're still not ready to start. You need
a budget, a clear plan of construction and a
contract with vour builder. The plans will
come in handy later with the hllding in-
spector. A properly nitialied set will also
serve to settie any misunderstandings about
the work needed tr\;

For most straightforward renovations, a
simple contract will do. The Toronto Home
Builders’ Association Renovation and
Redevelopment Council is fine-tuning a new
standard contract. It will be ready for use
shortly.

Timing is everything. You can’t just hire
someone and get to work the next day. You
must meet local zoning bylaws and acquire
a building permit from your municipality.
Your plans must also conform to the Ontano
Building Code and will require a capable
designer or architect.

Be prepared to wait. Although a
straightforward building permit may be is-
sued in as little as one day, a zoning change
can take months. |

Inspections will be performed throughout

construction clectrical, plumbing and
heating, as well as structural inspections by
the bullding inspector. On a lary |
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Undersianding
house prices

What determines house prices’

For many, it's difficult to understand how
a market can have prices unchanged for a
vear or more and then have pnces nse 2
per cent overnight

Like all commodities, thé market operates
on supply and demand. But, there are 1m
portant differences. People buy housing as a
necessity and also as an investment, | hese
two factors are at work simultaneously

First, consider the “necessity” aspect
People need a house to live in. In markets
where people are moving in (over the last
couple of vears, 100,000 people: per year
have been moving to the Greater Toronto
area), there suddenly becomes more buyers
than sellers

In order to balance the market, more new
housing must be constructed. This takes
time

If a subdivision with serviced ‘land isn't
available, the process could -take two years
or longer. In the interim, {»\ru'm move up
dramatically as new people buy whatever is
available

Now. let's Ibok at the investment factor

When a capital gains tax was first intro-
duced, house prices moved up. Why? There
was no tax. on the sale of a principal
residence —~ the only asset exempted. When
the stock market crashed last October, where
did a lot of personal investment money go’
10 real estate (houses) and real estate values
Increased again

Where do mortgage rates fit in?

They influence demand — first in terms of
what . people can afford and secondly,
making an investment less attractive. By
themselves, mortgage rates should go in the
op te direction to house

t, demand could rise in spite of this, be-
cause more e are moving Into an area
or because family incomes are rising faster
and they can afford to make bigger

mortgage payments




