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Welcome to "Homeward Bound with Gordy: A First-Time Buyer's Blueprint"!

At Mortgage with Gordy, we believe in turning dreams into addresses and guiding you
through the exciting journey of homeownership. This comprehensive guide is more than
just steps and tips; it's your personalized blueprint, crafted with care to make your first
home purchase a seamless and rewarding experience.

Join us as we navigate the realms of rent versus own, explore house and condo
considerations, and weigh the choices between a new and existing home. With Gordy by
your side, this isn't just about finding a house - it's about finding your home.

Get ready to unlock the doors to your dreams. Let's embark on this Homeward Bound
journey together!
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1. Crucial Choices on the Path
to Homeownership

1. Rent vs. Own: To Take the Leap or Not?

Embarking on the homeownership journey involves more than numbers. Consider the
practical aspects — does paying your own mortgage make more sense than contributing
to someone else's? Are you prepared for the responsibilities that come with maintaining
your own home? Dive into the personal considerations of taking the leap into
homeownership and explore whether it aligns with your lifestyle and preferences.



2. House or Condo: Tailoring Your Space
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Pros of Buying a House:

Appreciation in value.

Freedom for extensive renovations.
Personal outdoor space.

More flexibility with pets.

Ample parking space

More privacy

Cons of Buying a House:

Ongoing yard maintenance.
Home maintenance
Higher insurance costs.

Snow shoveling and landscaping responsibilities.

Pros of Buying a Condo:

Managed property maintenance.
Inclusive condo fees.
Predictable costs.

More affordable insurance.
Access to shared facilities.

Cons of Buying a Condo:

Board approval for renovations.
Potential decline in resale value.
Limited privacy in shared facilities.
Some restrictions on pets and parking.
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3. New vs. Existing Home: Weighing Your Options

Pros of Buying New:

Move-in ready with warranties.
Stringent building codes.
Energy-efficient possibilities.
Personalization opportunities.
Reduced bidding war risks.

Cons of Buying New:

Applicability of GST.

New neighborhoods may lack character.
Use of cheaper materials.

Builders could be unreliable

Delay in possession date

Pros of Buying an Existing Home:

No GST on the price.

Established neighborhoods with character.
Durability of older construction.

History on the property

Older homes can be more durable than new builds
Negotiation room on bidding

Cons of Buying Resale:

Potential renovation costs and higher maintenance costs.
Less energy efficiency.

Higher bidding war likelihood.

No new home warranty.

Outdated design trends.
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2. Saving for a Down Payment

Deciding the right time to commence saving for a home is straightforward; however, the

real challenge lies in determining when to conclude your down payment savings.

Engaging with a mortgage specialist is essential to gauge the optimal amount to save for
a down payment while maintaining your desired lifestyle. In addition to leveraging
programs like the Home Buyer’s Plan, implementing creative savings strategies can
propel you towards achieving your down payment goal without compromising your quality
of life.

When venturing into the realm of homeownership, one crucial decision revolves around
the down payment. Let's explore the differences between a minimum 5% down payment

and a 20% down payment.
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1. Minimum 5% Down Payment:

e Accessibility: This option allows for a more manageable initial investment, making
homeownership accessible to a broader range of individuals.

e Mandatory Mortgage Insurance: With a down payment below 20%, Government of
Canada imposes mortgage insurance, often referred to as CMHC insurance. This
insurance safeguards the lender in case the borrower defaults on the loan. You do
not pay for this upfront. It is added to the mortgage amount.

e Increased Monthly Payments: While the upfront cost is lower, the borrower will
likely face higher monthly mortgage payments due to the added expense of
mortgage insurance.

*Purchases over $500,000 require slightly more than 5%. You must do 5% of the first
$500,000 and 10% of the remaining. l.e. A purchase of $650,000 requires $40,000 down
payment. 5% of the first $500,000 = $25,000. 10% of the remaining $150,000 = $15,000.

Total = $40,000*

2. 20% Down Payment

e FEquity Boost: A 20% down payment provides a substantial initial equity stake in the
property, potentially resulting in lower overall borrowing costs.

e Avoiding Mortgage Insurance: With a down payment of 20% or more, borrowers
can often avoid the need for mortgage insurance, reducing monthly financial
obligations.

e [ower Monthly Payments: The absence of mortgage insurance can result in more
favorable monthly mortgage payments, enhancing long-term affordability.
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3. Mortgage Lingo: Mortgage
Terms Explained!

Navigating the world of mortgages can feel like a dizzying maze with terms like open,
closed, variable, and more. To shed light on this intricate language, we're breaking down

key mortgage terms for you:
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1. Insured Mortgage:

e Definition: Required when your down payment is less than 20%.
e Purpose: Protects the lender, especially with a smaller down payment. The fee for

the insurance gets added to your mortgage. You do not pay upfront.
2. Conventional (Uninsured) Mortgage:

e Definition: Applicable when your down payment is over 20%.
e Benefit: No need for mortgage default insurance with a larger down payment.

e [Effect: Interest rates are higher compared to insured mortgages.

3. Variable Mortgage:

e Characteristics: Interest rate fluctuates with the Bank of Canada’s prime lending

rate.
e Payment: Depending which lender you go with, your payment may remain static;
meaning the payment stays the same regardless of the rate fluctuations. Or it can

be adjustable; meaning your payment changes with rate rate fluctuations.

4. Fixed Rate Mortgage:

e Features: Guarantees a consistent interest rate throughout your term. Terms

available between 1 - 5 years.
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5. Closed Mortgage:

e Restriction: Repayment without penalties is limited during the term (exceptions

considered).
6. Open Mortgage:

e Flexibility: Allows repayment at any time without penalties, though typically comes

with higher rates.
7. Amortization Period:

e Definition: The duration over which you plan to pay off your mortgage, usually

spanning 15-25 years.
8. Mortgage Term:

e Commitment Period: The duration you're bound to your mortgage terms, interest
rate, and payment options.
e Options at Term End: Renew under new conditions, renegotiate, or explore a

different provider.

Demystifying these terms empowers you to make informed decisions on your
homeownership journey. No more head-spinning — just clear, confident choices!
While there are undoubtedly more terms in the vast mortgage landscape, understanding
these key concepts lays a solid foundation. They are the most important and essential
terms that you should know, guiding you towards a more confident and knowledgeable

approach to your home financing.



/NX\ MARTGAGELINE

MORTGAGE WITH
GORDY powered b,M

4. Navigating the Mortgage
Pre-Approval Journey

-
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When it comes to navigating the intricacies of mortgage approval, questions like, “Will |
get approved for a mortgage once I'm pre-approved?” and “How do | get pre-approved for
a mortgage?” are quite common. Let’s shed light on the distinction between mortgage
pre-qualification and pre-approval.
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First and foremost, mortgage pre-qualification and pre-approval are not interchangeable
terms, despite their similar sound. Now, let's break down each concept:

1. Mortgage Pre-qualification:

e Purpose: The initial step towards pre-approval.

e Process: A preliminary assessment to estimate your potential borrowing capacity,
down payment, and closing costs.

e Details: No credit report review or verification of financial information occurs
during pre-qualification. Instead, the mortgage broker provides an estimate based
on an overview of your finances, including income, assets, and debts.

e Getting qualified is the first step before reaching out to a Realtor. This way the
mortgage broker and Realtor can work in unison to ensure we get the best property
possible under your budget.

2. Mortgage Pre-approval:

Definition: Not a guarantee but the closest assurance to mortgage approval.
Importance: Essential before serious home shopping.

e Process: Involves a more thorough background check by the mortgage provider,
committing to a specific interest rate if full mortgage approval occurs within 120
days.

e Rate: This does involve locking a rate in for 120 days. Keep in mind Pre-Approvals
are typically slightly higher than the lender's best available rate, once you have an
offer placed on a home the lender will revisit and offer you the best rate if the rates
have lowered since your pre-approval.

*While pre-approval doesn't guarantee immediate funding, it signifies that the mortgage
provider has conducted preliminary checks and is prepared to offer a specific interest rate
upon full approval. It is a prudent step to take before delving into the home buying
process.*
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5. Fixed or Variable Rate?

In Canada, the two main types of mortgages are variable and fixed-rate mortgages. While
each comes with its own set of advantages, determining which suits you best can be
challenging. Here are essential distinctions to consider.
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1. Variable-Rate Mortgage:

A variable-rate mortgage in Canada involves interest that varies with the Bank of Canada’s
prime lending rate. Monthly payments on this type of mortgage remain steady over the
term, but the allocation between principal and interest changes. Some lenders offer an

adjustable payment option, where your payment adjusts with the rate. While there is a risk

of increased payments, variable-rate mortgages are typically more cost-effective over the
long run.

2. Fixed-Rate Mortgage:

A fixed-rate mortgage in Canada ensures a consistent interest rate throughout the term.
Monthly payments remain unchanged, with a fixed division between interest and principal.
This mortgage type provides protection from payment increases if interest rates surge.
However, the primary drawback is the potential for a higher overall cost in the long run
compared to variable-rate mortgages.

3. Potential Penalties:

*In a variable-rate mortgage, a three-month interest penalty is typically applied for
breaking the mortgage early. On the other hand, fixed-rate mortgages often incur a higher
Interest Rate Differential (IRD) penalty if terminated before the end of the term. The
three-month interest penalty is generally considered less severe than the potentially
higher IRD penalty associated with fixed-rate mortgages.*



MOR@}?WITH MARTGAGE LINE

6. Essentials for Crafting a
House Purchase Offer

Did you know that when purchasing a house, there are two distinct types of offers you can
present?
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Conditional Offer:

e Common Scenario: Most offers are conditional, pending a home inspection and
final approval of the buyer's mortgage. Additional conditions may also apply.

e Deposit Protection: If any stated conditions cannot be met, the buyer is entitled to
a full deposit refund.

e Role of Realtor: This is where your realtor becomes essential, navigating through
conditions and ensuring a smooth process.

Unconditional Offer:

Rare and Risky: Unconditional offers are infrequent and carry inherent risks.
Deposit Vulnerability: With an unconditional offer, any event compromising the deal
before closing results in the loss of the buyer's deposit.

e Importance of Collaboration: This underscores the importance of finding a
mortgage broker and realtor who work together seamlessly, enhancing
coordination and minimizing risks in the home purchasing process.

*Working closely with your realtor during the offer process is not just advisable; it's crucial
for a successful home purchase. Your realtor plays a pivotal role in understanding market
dynamics, assessing property values, and negotiating on your behalf. They bring a wealth
of experience to the table, helping you craft a strategically sound offer that aligns with
your needs and the current market conditions.

Collaborating with your realtor ensures that your offer is well-structured, considering both
your financial capacity and the intricacies of the property transaction. Their insights into
the local market and negotiation skills can be instrumental in securing a favorable deal. In
addition, a strong partnership with your realtor allows for efficient communication and
swift decision-making during crucial stages of the offer process, increasing the likelihood
of a successful and stress-free home buying experience. *
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Mortgage Broker
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7. THANK YOU!

Welcome to the closing chapter of "Homeward Bound with Gordy: A First-Time Buyer's
Blueprint"! Throughout this guide, we've journeyed together, unraveling the intricacies of
the home buying process. With insights into rent versus own dilemmas, considerations
for houses and condos, and the nuances between new and existing homes, you've
gained a comprehensive understanding.

At Mortgage with Gordy, our commitment is to transform dreams into tangible
addresses. As you stand at the threshold of homeownership, remember that this guide
isn't just about finding a house - it's about discovering your home. With Gordy as your
guide, you're equipped with a personalized blueprint, ready to unlock the doors to your

dreams. The path to homeownership may have begun with this guide, but the adventure
continues. Let's embark on the Homeward Bound journey together, creating a space
where your aspirations flourish and your new chapter unfolds. Cheers to the exciting
chapters that await you in the place you'll soon call home!

gordysundar@mortgagewithgordy.com

www.mortgagewithgordy.com




