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Experts wonder if mortgage rule changes are “the last nail in the coffin?”

‘While seime in the mort-
gape industry are praising
the response to the federal
government's latest rule
changes as “swilt and pro-
found,” others, with memo-
rhes of the LIS housing melt-
down, wander whether the

represend a crisks for
the average home home-
owner or if i 8 “misguided
attempt to slow down a
potentlal real estate hubhle

In locatbons such a8 Toromto
with minimal impact” in the
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Cme af the majar changes
to the new rules is those
applying for morigages will
now nieed to qualify at the
Bank of Canada's flive-year
lixed rate currently at 4.64
eer cent on all mol [

wht is boing called the

rale siress tesl” Previously,
if qualifying on a five-yoar
Mxed term, mmlfl goes
could qualify at the lenders
st rate, apgroinsately hall

this posted Fate.

“The logic behind the
change is that homeowners
should have some wiggle
room in perms of future
affordability in the event of
interesi rate increases,”
Bruce Smith of Cash Man
agement Gr-mlp Inc.,
explains. Smith say that
while this makes sense in
somao respects, the change
will also reduce the member
of Canadians - perhaps s
many as 15-20 per cent of
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buyers and especially firsi-
timo hﬁ;jn:;lf?'“ that can
now qualify for mortgages,
especially first ime home
buyer. “Supply and demand
suggest houring prices will
drop with fewer p-e-oplr wligi-
bl for purchase,” Smith sins.

Thaere will alsn be restric-
tons on low ratie mangage
insurance, Currently, all
mortgages with less than a
20 per cent down payment
are subject o government-
backed Insurance, such as
provided by the Conada
Morigage and Howsing Cor-
portion. Mary lenders cur
renily purchase bulk insur-
ance from insurers for
mortgages with a greater
than 20 per cont down pay-
ment, and it is these low
ratin morigages that will be
affecied.

“In theory, reducing this
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sense, as with 20 per cent
exuity In a property, lenders
ghould be expected o ake
soane risk in the lending pro-
coss and not the
ernment io ball them out an
any bad deals they under-
write, Smith says

Smith alau saye, however,
it ghiis coubd create rm.i‘l.q_i
Essues, Fower deals
hedng approved and higher
Interest rates for u
deals to offsct the additional
risk. Smith notes renial prop-
eties in are likely ro
he most aflected. He adds
there could be “an exochas of
non-hank lenders from the
marketplace which would be
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of particular concem as com-
pletion ks eseenial for

marigage ruies ow, Non-
Inmders wheo don't mise fands
from depesits miust securithoe
oo iesssen i ally sed] chedr Book of

rruwm:hlpdmnlm.m
o replenish the coffers,

50 they can anderwrite new

The end result of & lack of
Insurance or increased cost
of insurance will make the
process more difficuli s
either these costs will be
passed on Wy CONSUMErS, OoF
thi current business model
for the lender no longer
works; Smuith explains. He
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