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‘More way

By JAMIE JOHNSTON

In my last column, | talked about the
vendor paying a lump.sum to “buy down”
the mortgage rate for i:n:hﬁen.

A pre-payment by the owner can reduce
the effective interest rate, and hence the
monthly mortgage payment to the buyer
This improves the chances of a sale when
there are fewer buyers or when buyers can-
not afford the higher interest rates in
today’s market.

Some builders are already doing this by
offering new homes with financing three to
four ﬁr cent. below current mortgage
rates. Now, we are even beginning to see
real estate brokerage companies promoting
large scale vendor buydown programs.
And homeowners with a house for sale
must follow, if they want to compete.

But, what happens if a purchaser wants a
mortgage “buy down”, but the vend®
won’t agree? There are other options avail-
able to help make home buying more affor-
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Buy down mortgage and vendor take back |

s still to beat high mortgage rates

ing where the buyer can reduce his own
mortgage rate. The buyer can pay for the
discount by diverting “up front” funds
that might otherwise have gone into the
down payment

If the purchaser doesn’t want to reduce
the down payment, another option would
be for the purchaser to buy down the inter-
est rate, and then add on the cost of the
discount on to the loan principal. Althou%

h
this option means taking out a slightly

o larger loan, it delivers lower, mucK more

manageable monthly payments.

At the time when mortgage rates are
high, house prices frequently start to fall.
Don’t forget that if you “lock in™ a house at
a great price now — you will be reaping
the rewards when mortgage rates start to
come down.

Often the cost of buying down a
mortgage rate for a short term — say, six
months or a year — will be far less expen-
sive than waiting for rates to come down,

house you want, |

In addition to the various mortgage dis-
count options we've talked about so far,
there’s another route to lower mortgage
payments - the vendor take back mortgage.

I've talked about all types of creative
financing approaches to counteract high
interest rates. But still, the most popular is
the “Vendor Take Back”. In its simplest
form a “Vendor Take Back” is a mortgage
— often a second mortgage — taken or
held by the homeowner as part of the sale.

For example: a homeowner has a house
for $200, with a first mortgage of
$100,000 at a favourable rate. The buyer
would like to assume this first mortgage
but only has $50,000 as a down payment.
Where does the buyer get the extra money?
He could go to a financial institution, but
at a time like this when mortgage rates are
high, a second mortgage could be very
costly. As an alternative, the purchaser
could su that the homeowner take
back a second mortgage, at a rate below

market. If a . this is a good deal for
the buyer as he has lowered his monthly
mortgage payments.

But what about the homeowner? If he ac-
cepts the offer he will not get cash for all
the equity in his house. Furthermore, he is
receiving a return on his money at less
than market rates. While these facts should .
be considered, the point to remember is
that if the vendor doesn’t accept the offer
there may be no deal at all! And, as interest
rates climb, fewer people can afford to pur-
chase his house.

If the vendor doesn’t want the respon-
sibility of holding the mortgage, in several
Canadian cities a market already exists for
homeowners to sell their Vendor Take
Backs. In small centres a seller will usually
have to hold on to a Vendor Take Back.

But when the markets are slower, it may
be the only way to make a sale.

For a free copy of “How to Sell Your
Home,” please contact your nearest branch
of Canada Trust/Realtor.
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TOWN COUNTRY

80 AFFORDABLE! FOU WON'T BELIEVE
Origiral pine and hardwood floors, unque windows, | | In ths 4 bedroom, 3 bathvoom olde Miton beauty
pine rim, country kitchen, family room with frepiace | | All set on a paridike lot, mature rees. Extra borue »

DON'T PASS ME BY — $199,900.
Nice famiy home 3 bedroomse, 2 baths on a good
size mature ot Renoveted batfroom with ceramic

Gorgeous "Model Home", Bungalow upgraded &
decorated 10 the ‘nines” Cathedral cedngs, sky-

| | \ghts, mouzn e condionng
features A must 1o see. $220 000 Cal Heather

open

SYLVIA BURSEY
BrokerOwner

90 Main SLN,

are et & fow fire

Sit on your generous deck, overooking a tully
fenced V4 acre party wooded ot Weely planned
kitchen & famiy room make CookINg

‘ soclalizing a pleasure. Excelient value at
. Cal Heather 10 view

HEATHER ASHBEE
Setes Representative
054-2294
RES 854-054)

ting will Urge you 1© buy Call Heslther 10 view

RETIRE TO AFFORDABLE COUNTRY LIVING

Brand new 3 bdrm. on 1+ acres mine. 10

Campbelivile Huge sunken great room, figor 1o
celing firepince Master bedfoom with siting amee
Main floor laundry. Quality thruout. Asking
$324 900 Cal sabel

NOT JUST ANOTHER HOUSE
Totally finished 1op 10 bottom, 4 bdrme., 3 bathe,

move in and put et up Lovely nesghborhood
mum.mﬂcﬁm_

See you at our
Open Houses

Sunday,
October 14th,

1:30 - 4:30 p.m.

TERESA MILLS

g

floor ang skybght, eat-n kichen with pme wanecot -

ISABELL HOSKINS
Sales Representative
854-2294
Res. 8542131

and a sunrgom combine 1o make thies a warm &
apeaing home Asiong $245,900 Cal Heather now!

PRETTY AS A PICTURE BUNGALOW
Located on private ovensed o, mature trees, Nce

nesghbourhood, iInground pool Beautifully finiehed
rCc room, 3 bedroome & hardwood floors Now
$164 800 Cal Heather

INCOMPARABLE AT $399,000.
Brookville Estates, charming Cape Cod quality
home on 2 acres overiooking pond Extres, Extras

TERRY WOOLSEY
Seles Represenistive
854-2294
(416) 689-7302

CAMPBELLVILLE, ONTL

the mground pool Just what your family orered
345 000 - Call Heather

BURLINGTON
$110,900 - 2 bedroom condo apt., quiet
aduit onentated Duiding. Newty decorated.
Applhances InCluded. oCated 1o
al amenes. INTERESTED? Cal Teresa Mills
878-5898 or Isobel Hosking 854-2131.

25 ACRE RETREAT

TOTAL SECLUSION
Hiver, trees, 3 barm. solar gesgn home with
finished basement. Approximately 30 mins.
N.W. of Milton. Asking $240,000. Call Teresa

This rueed Tudor » located on & breathiakong cul-
de-eac 0t and offers 4 bedrooms . farmdy room with
frepince, custom sokd pire Kichen with walwout 10
huge deck. Put on your “must see” list. Asking l
$345 000 Cal Heather 8542204

vy 4 , R - LODCATION

End unit, well mantained complex, 3 bdrme , 2

2 houses, barn, driveshed, stream. Mins. 1C

ampbelivile and 401. 10% Financing

Avalable. Call Teresa Or isabell

50 ACRE HORSE FARM

854-2294




