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H O M E  B U Y I N G  B A S I C S

Before you start

muP\N²;²O^[H²Pj²HtDPlP\N¹²;\F²lOH²[^\Hu²jPFH²D;\²MHHZ²ZPYH²ZH;i\P\N²;²\Hs²Z;\Nm;NH¸²/OPj²NmPFH²HtfZ;P\j

sO;l²HrHiu²CmuHi²P\²"\l;iP^²jO^mZF²Y\^s²CHM^iH²l;ZYP\N²l^²;²ZH\FHiº²O^s²;²[^ilN;NH²s^iYj¹²O^s²[mDO

u^m²\HHF²l^²fml²F^s\¹²O^s²ZH\FHij²FHDPFH²sO;l²u^m²D;\²C^ii^s¹²|tHF²;\F²r;iP;CZH²i;lHj¹²;\F²lOH²D^jlj

^M²DZ^jP\N¸

�rHiu²Ht;[fZH²mjHj²lOH²j;[H²O^[Hº²;²$550,000 house in Woodstock¸²-;lHj²;iH²Ht;[fZHj²M^i

PZZmjli;lP^\¹²\^l²hm^lHj¸

What's inside

1 �^s²;²[^ilN;NH²s^iYj 3

2 
^s\²f;u[H\l²;\F²[^ilN;NH²P\jmi;\DH 5

3 �^s²[mDO²D;\²u^m²C^ii^sº²�
.²;\F²/
. 6

4 �PtHF²^i²r;iP;CZH¹²;\F²lOH²jliHjj²lHjl 7

5 �Z^jP\N²D^jlj²P\²"\l;iP^ 8

6 �PijlÈlP[H²CmuHi²fi^Ni;[j²;\F²lOH²jlHfj²l^²Cmu 9

�Z^jj;iu²;\F²D^\l;Dl 10

Key numbers at a glance

5%
�P\P[m[²F^s\²f;u[H\l

^\²lOH²|ijl²ì���¹���

39%
�;tP[m[²�
.º²O^mjP\N

D^jlj²;j²;²jO;iH²^M²Ni^jj

P\D^[H

44%
�;tP[m[²/
.º²;ZZ²FHCl

f;u[H\lj²;j²;²jO;iH²^M

Ni^jj²P\D^[H

+2% or 5.25%
.liHjj²lHjlº²u^m²hm;ZPMu²;l

lOH²OPNOHi²^M²lOH²ls^

2.80% to 4.00%
�^ilN;NH²P\jmi;\DH

fiH[Pm[²sPlO²ZHjj²lO;\

��ý²F^s\

$4,000
�;iNHjl²"\l;iP^²Z;\F

li;\jMHi²l;t²iHMm\F²M^i

|ijlÈlP[H²CmuHij

$40,000
�PMHlP[H²��.�²ZP[Pl

Ìì�¹���²;²uH;iÍ

$60,000
--.*²�^[H²
muHijÝ²*Z;\

ZP[Pl²fHi²fHij^\
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H O M E  B U Y I N G  B A S I C S

How a mortgage works
�²[^ilN;NH²Pj²;²Z^;\²l^²Cmu²;²O^[H¹²sPlO²lOH²O^[H²;j²jHDmiPlu¸²�^mi²s^iFj²HtfZ;P\²;Z[^jl²HrHiulOP\Nº

Word What it means

Principal /OH²;[^m\l²u^m²C^ii^sº²lOH²fiPDH²[P\mj²u^mi²F^s\²f;u[H\l¹²fZmj²;\u²[^ilN;NH²P\jmi;\DH

fiH[Pm[¸

Interest rate 6O;l²lOH²ZH\FHi²DO;iNHj²H;DO²uH;i¸²�PtHF²i;lHj²P\²�;\;F;²;iH²D^[f^m\FHF²lsPDH²;²uH;i¹²\^l

[^\lOZu¸

Term �^s²Z^\N²u^mi²D^\li;Dl²;\F²i;lH²Z;jl¹²mjm;ZZu²�²l^²�²uH;ij¸²/OH\²u^m²iH\Hs¸

Amortization �^s²Z^\N²m\lPZ²lOH²Z^;\²Pj²MmZZu²f;PF²^y¹²mjm;ZZu²��²uH;ij²Ì��²M^i²j^[H²CmuHijÍ¸

Worked example

Item Amount

*miDO;jH²fiPDH ì���¹���


^s\²f;u[H\l²Ì��ýÍ ì��¹���

����²fiH[Pm[²Ì�¸��ý¹²;FFHF²l^²lOH²Z^;\Í ì��¹���

Total mortgage $510,345

�t;[fZH²i;lH²;\F²;[^ilPx;lP^\ �¸�ý²|tHF¹²��²uH;ij

Monthly payment $2,824.62

"\l;iP^Ýj²�ý²j;ZHj²l;t²^\²lOH²fiH[Pm[²Ìì�¹���¸��²OHiHÍ²D;\Ýl²CH²;FFHF²l^²lOH²[^ilN;NH¸²�lÝj²f;PF²P\²D;jO

;l²DZ^jP\N¸
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H O M E  B U Y I N G  B A S I C S

Where your payment goes
Each year of payments, split into interest and principal Principal Interest

Year 1 Year 5 Year 10 Year 15 Year 20 Year 25

�\²uH;i²�¹²ì��¹���²^M²u^mi²f;u[H\lj²N^Hj²l^²P\lHiHjl²;\F²ì��¹���²l^²fiP\DPf;Z¸²
u²uH;i²��²lOH²jfZPl²Pj²;C^ml

HrH\¸²�MlHi²lOH²|ijl²�òuH;i²lHi[²u^m²jlPZZ²^sH²ì���¹���¸²/^l;Z²P\lHiHjl²^rHi²��²uH;ij²;l²�¸�ýº²;C^ml

ì���¹���¸

25 or 30 years?

25 years 30 years

�\jmi;\DH²fiH[Pm[ ì��¹��� ì��¹���

�^\lOZu²f;u[H\l ì�¹���¸�� ì�¹���¸��

/^l;Z²P\lHiHjl²Ìj;[H²i;lH²lOi^mNO^mlÍ ì���¹��� ì���¹���

/OH²��òuH;i²^flP^\²Z^sHij²lOH²f;u[H\l²Cu²ì���²;²[^\lO¹²Cml²D^jlj²;C^ml²ì��¹���²[^iH²P\²P\lHiHjl²PM

u^m²\HrHi²f;u²Htli;¸

Three ways to pay less interest

Prepayments:²[^jl²ZH\FHij²ZHl²u^m²f;u²;\²Htli;²��ý²l^²��ý²^M²lOH²^iPNP\;Z²;[^m\l²H;DO²uH;i

sPlO^ml²;²fH\;Zlu¸

Accelerated bi-weekly payments:²O;ZM²lOH²[^\lOZu²f;u[H\l²HrHiu²ls^²sHHYj¸²�HiH²lO;lÝj²ì�¹���¸��

HrHiu²ls^²sHHYj¹²sOPDO²f;uj²lOH²[^ilN;NH²^y²P\²;C^ml²��¸�²uH;ij²;\F²j;rHj²;i^m\F²ì��¹���¸

Shop your renewal:²D^[f;iH²ZH\FHij²;l²lOH²H\F²^M²HrHiu²lHi[¹²\^l²Wmjl²u^mi²DmiiH\l²^\H¸
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H O M E  B U Y I N G  B A S I C S

Down payment and mortgage insurance
Minimum down payment

�ý²^M²lOH²|ijl²ì���¹���¹²fZmj²��ý²^M²lOH²f;il²CHlsHH\²ì���¹���²;\F²ì�¹���¹���¸²�l²ì�¸�²[PZZP^\²^i

[^iH²u^m²\HHF²��ý¸

Price Minimum down payment Share of price

ì���¹��� ì��¹��� �ý

ì���¹��� ì��¹��� �¸��ý

ì���¹��� ì��¹��� �¸��ý

ì�¹���¹��� ì��¹��� �¸�ý

ì�¹���¹��� ì���¹��� ��ý

Mortgage insurance

6PlO²ZHjj²lO;\²��ý²F^s\¹²lOH²[^ilN;NH²[mjl²CH²P\jmiHF²Cu²����¹².;NH\²^i²�;\;F;²�m;i;\lu¸²/OH

fiH[Pm[²Pj²;FFHF²l^²lOH²[^ilN;NH¸²"\l;iP^²DO;iNHj²�ý²j;ZHj²l;t²^\²lOH²fiH[Pm[¹²f;PF²P\²D;jO²;l

DZ^jP\N¸

Down payment Premium On a $550,000 home

�ý²l^²�¸��ý �¸��ý ì��¹���²ÌsPlO²ì��¹���²F^s\Í

��ý²l^²��¸��ý �¸��ý ì��¹���²ÌsPlO²ì��¹���²F^s\Í

��ý²l^²��¸��ý �¸��ý ì��¹���²ÌsPlO²ì��¹���²F^s\Í

��ý²^i²[^iH  ^\H ì�

�²��òuH;i²;[^ilPx;lP^\²Ì|ijlÈlP[H²CmuHij²;\F²\Hs²CmPZFjÍ²;FFj²�¸��ý²l^²lOH²fiH[Pm[¸

Where the money can come from

.;rP\Nj²;\F²P\rHjl[H\lj²ÌZH\FHij²;jY²M^i²��²F;uj²^M²;DD^m\l²OPjl^iuÍ

/OH²��.�²;\F²lOH²--.*²�^[H²
muHijÝ²*Z;\²ÌjHH²f;NH²�Í

�²NPMl²Mi^[²P[[HFP;lH²M;[PZu¹²sPlO²;²jPN\HF²NPMl²ZHllHi

�^\Hu²Mi^[²jHZZP\N²;²O^[H²u^m²;ZiH;Fu²^s\

�H\FHij²;Zj^²s;\l²l^²jHH²[^\Hu²M^i²DZ^jP\N²D^jlj¹²^MlH\²;C^ml²�¸�ý²^M²lOH²fiPDH¹²^\²l^f²^M²lOH²F^s\

f;u[H\l¸
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H O M E  B U Y I N G  B A S I C S

How much can you borrow?
�H\FHij²Z^^Y²;l²ls^²i;lP^j²^M²u^mi²Ni^jj²ÌCHM^iH²l;tÍ²[^\lOZu²P\D^[H¸²/OH²j[;ZZHi²^\H²jHlj²u^mi²ZP[Pl¸

GDS: up to 39%

�^ilN;NH²f;u[H\l²ñ²fi^fHilu²l;t²ñ²OH;lP\N²ñ

O;ZM²^M²;\u²D^\F^²MHHj¸

TDS: up to 44%

�rHiulOP\N²P\²�
.²ñ²D;i²Z^;\j¹²DiHFPl²D;iFj¹

ZP\Hj²^M²DiHFPl¹²jlmFH\l²Z^;\j²;\F²jmff^il

f;u[H\lj¸

/OH²[^ilN;NH²f;u[H\l²P\²C^lO²i;lP^j²Pj²lHjlHF²;l²lOH²jliHjj²lHjl²i;lH²Ìf;NH²�Í¹²\^l²lOH²i;lH²u^m²;Dlm;ZZu

f;u¸

Example: household income of $120,000

Item Monthly

�i^jj²P\D^[H ì��¹���

�
.²ZP[Pl²Ì��ýÍ²;\F²/
.²ZP[Pl²Ì��ýÍ ì�¹���²;\F²ì�¹���

*i^fHilu²l;t²;\F²OH;lP\N ì���

�;i²Z^;\ ì���

-^^[²M^i²;²[^ilN;NH²f;u[H\l²m\FHi²�
. ì�¹���

-^^[²m\FHi²/
.²ÌZ^sHi¹²j^²Pl²jHlj²lOH²ZP[PlÍ $3,250

�;iNHjl²[^ilN;NH¹²lHjlHF²;l²�¸�ý²^rHi²��²uH;ij about $485,200

�Dlm;Z²f;u[H\l²;l²�¸�ý ;C^ml²ì�¹���

*;uP\N²^y²lOH²ì���²D;i²Z^;\²|ijl²s^mZF²i;PjH²lOH²[;tP[m[²l^²;C^ml²ì���¹���¸

Ways to improve your numbers

*;u²F^s\²j[;ZZ²FHClj²CHM^iH²u^m²;ffZu


^\Ýl²l;YH²^\²\Hs²DiHFPl²CHM^iH²DZ^jP\N

�FF²;²D^ÈC^ii^sHi

.;rH²;²Z;iNHi²F^s\²f;u[H\l

�O^^jH²;²��òuH;i²;[^ilPx;lP^\²PM²u^m²hm;ZPMu

�OHDY²u^mi²DiHFPl²iHf^il²H;iZu²Ì����²\HHFj²;²jD^iH²^M²;l²ZH;jl²���²M^i²^\H²C^ii^sHiÍ
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H O M E  B U Y I N G  B A S I C S

Fixed or variable, and the stress test
Fixed rate Variable rate

Rate �^DYHF²M^i²lOH²lHi[ �^rHj²sPlO²lOH²ZH\FHiÝj²fiP[H²i;lH

Payment .l;uj²lOH²j;[H �;u²DO;\NH¹²^i²lOH²P\lHiHjl²jO;iH

DO;\NHj

Penalty to break

early

�iH;lHi²^M²�²[^\lOjÝ²P\lHiHjl²^i²lOH²�-
¹²sOPDO

D;\²CH²Z;iNH

0jm;ZZu²�²[^\lOjÝ²P\lHiHjl

Suits �²fiHFPDl;CZH²CmFNHl -^^[²P\²lOH²CmFNHl²;\F²}HtPCPZPlu

What a 1% change does

"\²;²ì���¹���²[^ilN;NH²^rHi²��²uH;ij¹²lOH²f;u[H\l²Pj²ì�¹���¸��²;²[^\lO²;l²�¸�ý²;\F²ì�¹���¸��²;l

�¸�ý¸²/O;lÝj²;C^ml²ì���²[^iH²HrHiu²[^\lO¸

The stress test

8̂ m²[mjl²hm;ZPMu²;l²lOH²higher of your contract rate plus 2%, or 5.25%¸²8̂ m²f;u²u^mi²iH;Z²i;lH»²lOH

OPNOHi²i;lH²Pj²^\Zu²mjHF²l^²DOHDY²u^mi²�
.²;\F²/
.¸

$500,000 over 25 years Example A Example B

�^\li;Dl²i;lH �¸�ý �¸�ý

,m;ZPMuP\N²i;lH �¸�ý �¸��ý

*;u[H\l²u^m²[;YH ì�¹���¸�� ì�¹���¸��

*;u[H\l²u^m²[mjl²hm;ZPMu²M^i ì�¹���¸�� ì�¹���¸��

.P\DH² ^rH[CHi²����¹²jsPlDOP\N²ZH\FHij²;l²iH\Hs;Z²NH\Hi;ZZu²F^Hj\Ýl²iHhmPiH²f;jjP\N²lOH²jliHjj²lHjl

;N;P\¹²;j²Z^\N²;j²u^m²F^\Ýl²C^ii^s²[^iH¸²�Zs;uj²D^[f;iH²^yHij²CHM^iH²u^m²iH\Hs¸
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H O M E  B U Y I N G  B A S I C S

Closing costs in Ontario
*Z;\²M^i²1.5% to 4% of the price²P\²D;jO¹²^\²l^f²^M²u^mi²F^s\²f;u[H\l¸

Land transfer tax

Part of the price Rate

0f²l^²ì��¹��� �¸�ý

ì��¹���²l^²ì���¹��� �¸�ý

ì���¹���²l^²ì���¹��� �¸�ý

ì���¹���²l^²ì�¹���¹��� �¸�ý

"rHi²ì�¹���¹���²ÌO^[Hj²sPlO²^\H²^i²ls^²m\PljÍ �¸�ý

"\²ì���¹���²lOH²l;t²Pj²ì�¹���¸²�PijlÈlP[H²CmuHij²NHl²;²iHMm\F²^M²mf²l^²ì�¹���¹²j^²lOHu²f;u²ì�¹���¸

6^^Fjl^DY²;\F²"tM^iF²�^m\lu²O;rH²\^²[m\PDPf;Z²Z;\F²li;\jMHi²l;t¸

Sample budget: $550,000 home, 10% down

Item Example

�;\F²li;\jMHi²l;t ì�¹���

�HN;Z²MHHj¹²FPjCmijH[H\lj²;\F²lPlZH²P\jmi;\DH ì�¹���

.;ZHj²l;t²^\²lOH²[^ilN;NH²P\jmi;\DH²fiH[Pm[ ì�¹���

�^rP\N ì�¹���

*i^fHilu²l;t²;\F²mlPZPlu²;FWmjl[H\lj ì���

�^[H²P\jfHDlP^\ ì���

Total $13,753 (about 2.5%)

First-time buyer, after the refund $9,753 (about 1.8%)

�Zj^²CmFNHl²M^i²O^[H²P\jmi;\DH¹²;\²;ffi;Pj;Z²PM²u^mi²ZH\FHi²DO;iNHj²M^i²^\H¹²;²jl;lmj²DHilP|D;lH²iHrPHs

M^i²D^\F^j¹²;\F²sHZZ²;\F²jHflPD²DOHDYj²M^i²imi;Z²O^[Hj¸
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H O M E  B U Y I N G  B A S I C S

First-time buyer programs
Program What it gives you

First Home Savings Account

(FHSA)

.;rH²mf²l^²ì�¹���²;²uH;i¹²ì��¹���²P\²l^l;Z¸²/;tÈFHFmDlPCZH²N^P\N²P\¹²l;tÈMiHH

D^[P\N²^ml²M^i²;²|ijl²O^[H¸

RRSP Home Buyers' Plan 6PlOFi;s²mf²l^²ì��¹���²Mi^[²u^mi²--.*²l;tÈMiHH¸²-Hf;u²Pl²^rHi²��²uH;ij¸

Ontario land transfer tax

refund

0f²l^²ì�¹���²^y²lOH²Z;\F²li;\jMHi²l;t¸

First-time Home Buyers' Tax

Credit

�²ì��¹���²MHFHi;Z²DiHFPl¹²s^ilO²mf²l^²ì�¹���²^\²u^mi²l;t²iHlmi\¸

30-year insured

amortization

�^sHi²f;u[H\lj»²;FFj²�¸��ý²l^²lOH²P\jmi;\DH²fiH[Pm[¸

/OH²��.�²;\F²lOH²�^[H²
muHijÝ²*Z;\²D;\²CH²mjHF²l^NHlOHi¹²mf²l^²ì���¹���²fHi²fHij^\¸

The steps to buying a home

�OHDY²u^mi²DiHFPl²;\F²u^mi²CmFNHl¹²;\F

Y\^s²u^mi²�
.²;\F²/
.¸

1

�Hl²fiHÈ;ffi^rHF¸²�l²jHlj²u^mi²CmFNHl²;\F

mjm;ZZu²O^ZFj²;²i;lH²M^i²��²l^²���²F;uj¸

2

�O^^jH²;²iH;Zl^i²sO^²Y\^sj²lOH²;iH;¹²;\F²ZPjl

u^mi²[mjlÈO;rHj¸

3

5PHs²O^[Hj¹²;\F²iHjH;iDO²\HPNOC^miO^^Fj¹

jDO^^Zj²;\F²D^[[mlH²lP[Hj¸

4

�;YH²;\²^yHi¹²mjm;ZZu²sPlO²D^\FPlP^\j²M^i

|\;\DP\N²;\F²;²O^[H²P\jfHDlP^\¸

5

-H[^rH²lOH²D^\FPlP^\jº²|\;Z²[^ilN;NH

;ffi^r;Z¹²P\jfHDlP^\¹²P\jmi;\DH¸

6

8̂ mi²Z;suHi²DOHDYj²lOH²lPlZH¹²fiHf;iHj²lOH

F^Dm[H\lj²;\F²D^ZZHDlj²lOH²DZ^jP\N²Mm\Fj¸

7

�Z^jP\N²F;uº²lOH²FHHF²Pj²iHNPjlHiHF²;\F²u^m

NHl²lOH²YHuj¸

8

Home Buying Basics homesbynokwal.ca 9



H O M E  B U Y I N G  B A S I C S

Glossary
Amortization

/OH²l^l;Z²lP[H²l^²f;u²^y²lOH²[^ilN;NH¸

Appraisal

/OH²ZH\FHiÝj²HjlP[;lH²^M²sO;l²lOH²O^[H²Pj²s^ilO¸

Closing costs

�^jlj²f;PF²^\²DZ^jP\N²F;u¹²CHjPFHj²lOH²F^s\²f;u[H\l¸

Conditions

/Hi[j²P\²;\²^yHi²lO;l²[mjl²CH²[Hl²CHM^iH²lOH²j;ZH²Pj

|i[¸

Down payment

/OH²f;il²^M²lOH²fiPDH²u^m²f;u²u^mijHZM¸

GDS and TDS

/OH²i;lP^j²ZH\FHij²mjH²l^²FHDPFH²O^s²[mDO²u^m²D;\

C^ii^s¸

IRD

�\lHiHjl²i;lH²FPyHiH\lP;Zº²^\H²s;u²lOH²fH\;Zlu²l^²CiH;Y²;

|tHF²[^ilN;NH²Pj²D;ZDmZ;lHF¸

Land transfer tax

"\l;iP^²l;t²f;PF²Cu²lOH²CmuHi²;l²DZ^jP\N¸

Mortgage insurance

-HhmPiHF²sPlO²ZHjj²lO;\²��ý²F^s\¸²�l²fi^lHDlj²lOH

ZH\FHi¸

Pre-approval

�²ZH\FHiÝj²HjlP[;lH²^M²O^s²[mDO²u^m²D;\²C^ii^s¹²sPlO²;

i;lH²O^ZF¸

Prime rate

/OH²CH\DO[;iY²i;lH²lO;l²r;iP;CZH²i;lHj²[^rH²sPlO¸

Renewal

.PN\P\N²;²\Hs²lHi[²sOH\²u^mi²DmiiH\l²lHi[²H\Fj¸

Stress test

,m;ZPMuP\N²;l²;²OPNOHi²i;lH²l^²jO^s²u^m²D^mZF²O;\FZH²i;lH

P\DiH;jHj¸

Term

�^s²Z^\N²u^mi²[^ilN;NH²D^\li;Dl²;\F²i;lH²Z;jl¸

Questions? Let's talk.
I'm happy to go through your own numbers and

connect you with trusted local mortgage brokers,

lenders and lawyers.

Gurvinder Nokwal

Sales Representative

Bridge Realty Inc., Brokerage

208 Huron St #3, Woodstock, ON N4S 7A1

(519) 532−6005  ·  info@homesbynokwal.ca

homesbynokwal.ca
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