
What she has is an approval of $500,000, yet she is still

struggling to find something that fits her budget.

“Currently I’m paying about $1,682 a month in rent,” says

Kernohan. “And I honestly feel like I’m building someone

else’s equity.” With housing prices continuing to hit record

highs, it is squeezing many out of becoming homeowners.

Kernohan is discouraged at what she has to deal with.

“Should I even try?” asks Kernohan. “Should I fall in love

with this place? Should I put myself out there? Am I going to

get it?” Interest rates have been historically low in the past

two years but unfortunately for those looking to buy, rates

have already starting going back up.

“What we experienced during the pandemic are by far the

lowest rates that we’ve ever encountered,” says mortgage

agent Frank Napolitano. “A year ago, you could get a five-

year mortgage in the one-and-a-half, to one-and-three-

quarter per cent range. Today, we’re trending really close to

normal when it comes to fixed mortgage rates.”

Just two years ago, you could get a townhouse for $500,000

with a monthly mortgage payment of about $2,000.

Today, that same townhouse sells for $650,000. Add the

higher interest rate and you're now looking at almost $3,000

per month.
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Ottawa's soaring real estate market is getting even
further out of reach for first-time buyers. Low supply,
multiple offers, and now higher borrowing costs
means even getting a townhome could cost
thousands of dollars a month in mortgage payments.
Megahn Kernohan has been trying to buy a house for
months.
“I had hoped with what I have, that it could happen
right now,” said Kernohan.

Meghan Kernohan searching for real estate online.
(Supplied by Kernohan)

Karen McClintock is a real estate advisor with Engel &

Völkers. She says prices in Ottawa might be higher than in

years past, but this is now the new normal and it’s unlikely

prices will ever go back down. “These houses are not inflated

prices and it’s not going to crash. What’s happening is

basically, the true price value is starting to actualize,” says

McClintock. “I’ve seen properties that are very similar. Priced

at $599,000, $699,000 and at $799,000 and they all tend to

sell at the same price.” McClintock also says a common issue

she sees is sellers pricing their homes below market value,

causing a frenzy of bids at the low end, resulting in a bidding

war.

“If a house is listed at $499,000 when really it probably will

sell close to $700,000, they shouldn’t be pricing it at

$499,000 because there’s a lot of people with broken hearts

after that.” For Kernohan, she says she will continue to hunt

for her dream home, but she’s worried that the opportunity

might never come. “I’m single. I’m a small business owner. I

make a good living. I have great credit,” says Kernohan. “I

have all the things that really, as I grew up, say I should be

able to just go and get the house of my dreams. But despite

having all those things, that’s not the reality.”

CANADA'S AVERAGE  HOUSING PRICE  WITH
FEBRUARY  DATA - POPULAR CITIES

CITY 2022

NATIONAL

OTTAWA

TORONTO

MONTREAL

VANCOUVER

VICTORIA

CALGARY

EDMONTON

$  816,720

$  730,300

$ 1,340,000

$  545,900

$  1,313,400

$  944,500

$  484,000

$  348,900
Source: crea.ca

2021

$  667,435

$  630,000

$  986,200

$  453,700

$  1,087,700

$  747,600

$  418,300

$  326,400

Source: ottawa.ctvnews.ca



All eyes have been on the Bank of Canada’s recent rate tightening and its impact on variable mortgages,

but now there are fresh concerns given the flurry of recent increases to 5-year fixed mortgage rates. The

result is that most 5-year uninsured mortgages offered by the banks now range between 3.39% and 3.79%.

For today’s borrowers who secure a rate of 3.25% or higher, it means they are stress-tested at their contract

rate plus 2% and not the Bank of Canada’s mortgage qualifying rate (MQR) of 5.25%. That’s because both

insured and uninsured mortgage borrowers are qualified based on the contract rate plus 2%, or 5.25%,

whichever is higher. For a growing number of borrowers, that rate is now going to be higher than 5.25%.

And that negatively impacts borrower debt service ratios, and perhaps their purchasing power as well. 

A rising stress-test rate will reduce affordability. You can expect to hear more of this in the months to

come as 5-year rates have been marching higher at an alarming pace, and it may not be long before they

are over 4%. Here is a scenario coming to a theatre near you: Your household income is $110,000. Using

the MQR of 5.25%, you qualify today for a mortgage of roughly $544,000 for a condo costing $680,000,

with typical property taxes and maintenance fees. Suppose in a couple of months you want to take a 5-

year mortgage and that rate is now 4.25%. The new stress test qualifying rate used would then be 6.25%.

And that would reduce your borrowing power by 9%, to roughly $494,000. Rising rates will clearly have an

impact on housing affordability and perhaps herald price reductions in over-heated markets. Five years

has typically been the term of choice for most Canadians. If this remains the case, the majority of

mortgage-holders will soon see a reduction in their borrowing power.

Are there better choices? If your borrowing power is too low as a result of higher 5-year fixed rates, one

alternative for the time being is to select a variable-rate mortgage. The prime rate is late to the party,

having only risen once (so far) to 2.7% on March 2, 2022. This means the MQR of 5.25% is used to

determine your borrowing power, and will remain so until the combination of a rising prime rate and

shrinking variable-rate discounts put upward pressure on the variable mortgage stress test rate. There is

some speculation that we may see a prime rate increase of 0.5% or even 0.75% when the Bank of Canada

delivers its next rate decision on April 13. If you want the flexibility of a variable-rate mortgage, however,

be prepared for a bumpy ride.

Another alternative is to select a shorter fixed-term mortgage. Currently, 1- and 2-year fixed rates are

widely available below 3.25%. So, you may qualify at the MQR of 5.25% rather than the contract rate plus

2%. But, be prepared for this mortgage to renew at much higher rates. Finally, certain credit unions can be

another option. They are provincially regulated, and in some cases offer mortgage products that qualify

the borrower at the actual contract rate, or the contract rate plus 1%. Such institutions can expect an

increase in popularity in the coming months.

The takeaway. We have been spoiled over the past couple of years with unnaturally low pandemic-

induced rates. But those were not normal, nor are they sustainable. We cannot rely on the past to predict

future interest rates, and many borrowers are now asking how to best prepare for rising mortgage rates.

It’s usually prudent to stay within your means. Choose the mortgage term and type that makes most

financial sense to you, and only borrow that which you qualify for and can afford to repay. If you don’t

have the stomach for this sea of change we are experiencing, then perhaps it is best you choose the 5-year

fixed rate and give yourself peace of mind and payment certainty for the next several years. And if your

mortgage is renewing this year, you might be wise to consider paying a prepayment penalty and locking

up current rates before they get much higher.
Source: canadianmortgagetrends

SEPEHR SAFAEE

         REALTOR ®

Keller Williams Integrity Realty

2148 Carling Avenue

Units 5 & 6

Ottawa, Ontario

K2A 1H1

Office: (613) 829-1818
Direct: (613) 769-9302

sepehr@yourottawarealestate.com

Start somewhere.

www.YourOttawaRealEstate.com

https://www.canadianmortgagetrends.com/2022/03/big-banks-hike-mortgage-rates-again/
https://www.canadianmortgagetrends.com/2021/05/insured-and-uninsured-mortgage-stress-test-changes-confirmed-for-june-1/
https://askross.ca/rate-hikes-have-begun-what-you-need-to-do/

