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By TONY ENGEL

fi‘irst time homebuyers are

e{ten surprised when they realize
how: much interest they'll be

paying over the life of their mort- -

- gage. But, there are strategies:
that will cut these costs.
“These money-saving strategies -

give borrowers more control over

the factors that determine mort-
“gage costs: the size and frequen--
~cy of payments, the time in which
the loan is repaid, .the prmelpal
ewed and interest rates. : '

Borrowers now have: the ﬂex-

lblhiy to hike payment or pay off
“an. extra chunk of: the pr:nelpal
- once a year. They can make pay- .
- ments more frequently and this
- can simplify budgeting. And they
* have more room to manoeuvre
“when interest rates are high,.with
“‘shortér terms, epen mertgagee
and other innovations. . -
Wlth some: mertgage agree-
ments menthly payments can be
_increased annually, from 10 to 100 -
“per centoverthe term of the mert-
gage depending on the lender.
-To illustrate the:savings, let’s
take a.$50,000 mortgage with a
fwe-year term in. which- the In- .
' terest rate is fixed at 12 per cent.
.If the mterest rate continued at 12
‘per cent over the fellewmg terms,
“you’d pay $105 000 in interest over
, 25 years, the ‘standard repay-
ment or amortization, period..
But if you augmented your
. menthly payments by 10 per cent
each year, you could save $65,299
1n interest expenses and have the’
-loanrepaid in less than nme anda
half years. nuk] fog 4 s

Lump sum- payment
Onee a year berrewers can also
apt to pay a lump sum payment -
~over and above their regular pay-
-ment (usually up to 10 per cent of

- the original-amount of the mort- -
-gage free of eharge} These pre-

- payments:. are dedueted frdm the
prme:pal 5 af

Using the same example let 3
suppese you prepaid $5,000 each
~year. You could save almost -
- $84,000 in interest and have your
mortgage. paid off in just over
' seven years. That’s twe th:rds off ..
- on interest eharges S EeRT

.Of course, having a large dewn
payment IS Stlll one ef the beat
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ways to Leep dewn the amount of
principal owed. And high interest
rates on deposits make it easier
than ever to save up this sum.
Conventional mortgages re-
quire a down payment of at least
.25 per.cent of the purchase price

or appraised value. Government-

insured mortgages can be
arranged with as lutle as ll) per
cent down.” . - ]

Hewever mauranee and ap-

plication fees can add as much as’

three per cent to borrowing costs -
(although the3r are aone-timeonly
eharge} <

Frequent payments ean be
‘easier on family budgets. With_

weekly, biweekly (26 payments a*

year, or semi- menthly (24 a year).
payments, you can take a pay- -
. ment out of every pay chequé and -
save Substﬂnllall}’ on mterest

One extra pa.yment
Nermally these mvelve eh:p—'

ping in the equivalent of one extra :

-monthly payment over the year.

The more frequent the payment ;

the more mterest eests are re-
“duced. . -

W:th the $50 I}ﬂﬂ example, yeu’d
‘save $38,220 in interest costs and
reduce your amortization to 17.4
‘years if you paid weekly instead
‘of monthly. Blweekly payments

“would reduce interest expenses
by $37,796 and amartlzatmn to 1? 5

years.

"While these eptlena give bdr+.

rewera more flexibility with their *
‘payments, others help them deal
with high interest rates.

- Terms as short as six ment‘ts
~can allow people who buy when'
interest rates are high torenew at
lower rates. However, many pre->

five. ‘year-terms.

A enefyear epen mertgage may
alse let you renew at a betterrate.
And you_ can pay off part or-all of -
the mertgage on: an:,r payment-
date without penalty.- i

Those buying resale prepertles
can sometimes assume the sel-
“ler’s mortgage, blending the rate,
on the existing first mortgage -

with current rates te prevlde
- i is the: manager of ‘the Toronto
‘Dominion Bank in the Markham N

‘additional financing..
They not only. beneflt frem a
Iewer mterest rate but avmd the

MORTGAGE RATES

* Eeenenust. &; Sunfl‘he Tnhune edrnplled theae ratea a.a ef Menday. Dee 15 1586

need fer a more eeslly aeeend o 5
mortgage. This means houses- "}
that would previously have been B
overlooked because the existing
first mortgage is small, are now

within the buyer's reaeh

Further, some lenders will per-

mit you to take your existing

mertgage mterest rate and ioan -
~amount - with you when you move

“to-another home. If additional

funds are required these are adv-‘ B

anced at the current rate.

‘The- interest rate of. yeur eld.'

mertgage will be blended with the

. new interest rate for the balance
‘of your current term — and you .
‘still. make only one. menlhly pay- .
ment. If intérest rates are higher
when youmove, yott cansave sub-~ g

stantlally by blendmg the rates.
As the mortgage business-has

become more competitive, theop- - E

tions have multiplied. That’s ‘why
‘it’s more important than ever to

~shop around fer the deal best B

su:ted to yeu

Key questmns

Te make sure your mertgage

has the flexibility to meet your fu-

ture needs, here are some ques-

tions to ask

creased during the term" By hew
‘much?

o How often can | make pay-
ments? Weekly? B:week]y"
Seml-menthly‘? R

- Can1I pay extra with my regu-

lar payments? Is there a penalty
-for this? ‘

oCanl aasume the seller S ftrst
mertgage mereasmg the amaunt'
w1th blended rates" : -

‘o Can your exlstmg eutstand1ng~ '

fer the stability of three four or- ‘mortgage ‘and interest rate be -
+ . -transferred to your new home?.

. Can it be It_lereased with hlended

rales"

This gives flrat tlme bu}rers a;.;
lot to think about. Fortunately, in- - |
formation abounds. ‘Booklets on ]
mortgages are available from -|:

lenders and some government

. offices. Lenders are happy to dis- -

cuss financing and mertgages
EDITOR’S N{)TE Tony Engel

Shappmg Centre
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o WJ (BILL) LEACH IR
WOOD GUNDY INC::is pleased to announce lhe .
appemtment of Mr. W J..(Bill) Leach to the posltlen ef
-Account Executlve in-the Markham office.

“Mr. Leach : jOlﬂEd WOOD ‘GUNDY INC. w:th an

“extensive background in the mveetment mdustry

BIII may be reached at 294-9151. - "
.3 Centre'Street, Ste 205
Markham Ontane L3F-" 3P9

= -

You love the Weekender get all the news!!'r. l

<t Ecenemlst & Sun.
N Call 294 8244 for home dehuery

We W'sh Your A Merry
.q Chnstmas ~a

From . 7
Clare McGuckm Manager' e
Jlm Stephensen Asst. Mana er;,
Beard of. Dlreetnrs “
-and Staff of: The

STOUFFVILLE DISTHICT
| CREDIT UNION LTD

INVESTMENT OPPORTUNITY
IN OSHAWA

Possuble $18,000 tax. advantage in 19_36

Cash ﬂew w:ll rnarnta:n ihe aarrymg eest

Damelle Velpe & Barb | M _ay;jty“ﬁ_ il

Semlnar Unlonwlle Public L|brary e L
15 Lrbrary Lane, Umenwlle e |
Thursday Dec. 18th, 7:00 p. m.

. Coffee and Refreshments

R S V P 477-41 72
A4r1- 3271
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