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Equity in homes will help Canadians

he vast majority of Canadians will have no problem getting through the recession
Tand making their mortgage payments, says a report by the Canadian Association of
Accredited Mortgage Professionals (CAAMP), the country’s largest mortgage
brokers association. According to the report, there’s no indication that the panic selling
and huge house price reductions seen in the United States will expand to Canada. The
report shows that “homeowners have solid equity positions and most Canadians have the
ability to deal with temporary market fluctuations and reductions in personal income,”
says Jim Murphy president and CEO of CAAMP. “With only a very small number at risk of not being able to pay or
refinance their mortgages, our overall market is very strong.”

About 65% of all Canadian homeowners hold at least half the value of their properties and of those with mortgages, more
than 40% of them hold at least half the value. Those with mortgages have an average of $145,000 equity, representing
51.3% of the average value of their homes says the

report. CAAMP estimates that Canadians’ equity in SALES INCREASE IN MAY

their home equals 72.3% of the total value of the A total of 3,524 properties sold in the Greater Vancouver
country’s housing, compared to an estimated 43% in the area in May, up 17.4% from 3,002 last May and up 18.9%
United States. from 2,963 sales in April of this year. New listings declined

) ) 36% to 4,733 in May compared to last May. Active listings
The housing meltdown in the US was largely blamed on | totalled 13,641, down 4.7% from April and down16%

increased interest rates, which boosted monthly compared to May 2008.

payments to the point that homeowners could no longer Detached home sales were up 16.5% over last May,
afford them. The CAAMP report says that about three townhome sales increased 19.6% compared to May 2008
quarters of Canadian mortgage holders are likely to see and apartment sales increased 17.2% over May 2008.

a reduction in their interest rates the next time they have Says Scott Russell, Real Estate Board of Greater

to renew, and most of those with increases will be able to Vancouver president, “The increased level of buyer activity
handle the increased cost. over the last few months has had a stabilizing effect on

home prices across our region.”

. The benchmark price of a detached home in Greater
forecast that mortgage interest rates are expected to Vancouver in May was $680,320 (up 4.7% from March
remain relatively stable throughout the rest of the year, ‘09), down 11.8% from one );ear ago, the benchmark price

Canada Mortgage and Housing Corp. said in a recent

with the one-year posted rate in the 4.75 to 6% range, of a townhome was $435,848 (up 3.6% from March ‘09),
while three and five-year rates will be in the 5 to 6.75% down 9.0% from May 2008, while the apartment

range. The average rate currently being paid is 4.83%. benchmark price was $349,987 (up 3.8% from March ‘09),
The report predicts that among mortgages that are down 10.2% compared to May 2008.

scheduled for renewal during the coming year, rates will
fall for 73%, rise for 18% (average increase will be $130 per month) and be unchanged for 9%. A growing group of
mortgage holders (17%) have amortization periods of more than 25 years.

Eight per cent of mortgage holders in this survey indicated that being able to make their mortgage payment is currently an
issue or a concern. Although some may get some interest rate relief, the economic climate may lead to an increase in
mortgage defaults, the association says. The current rate of mortgage arrears in Canada stands at about one-third of 1%,
according to the Canadian Bankers Association. And there is a willingness on the part of mortgage lenders and mortgage
insurers to work with borrowers who are facing temporary income reductions. Just don’t ignore the problem.

The share of variable and adjustable rate mortgages has jumped from 24% a year ago to 36%.
Variable rate mortgages continue to provide the lowest interest rate. Selection of a variable rate
mortgage does leave the borrower exposed to the risk that the payment could increase, but very few

consumers believe that interest rates will increase by very much.
Source: Realty Times

Call me with any questions or if you would like a market evaluation.
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