
Speaking before the networking group Young Canadians
in Finance in Ottawa Tuesday, the senior deputy
governor said the share of households with a variable-rate
mortgage has increased over the last year.

These mortgage holders are especially affected by interest
rate hikes.

"Mortgage costs for some Canadians have already
increased, and they will likely increase for others in time,"
Rogers said, according to her prepared remarks.

Housing activity boomed during the pandemic as
Canadians rushed to take advantage of low interest rates.
Now, as interest rates climb back up, recent homebuyers
with variable-rate mortgages are seeing their borrowing
costs go up.

New research from the Bank of Canada finds variable-
rate mortgages now account for about one-third of total
outstanding mortgage debt, up from about one-fifth at
the end of 2019.

Three-quarters of variable-rate mortgages have fixed
payments. However, the portion going toward interest
costs rather than the principal is adjusted when interest
rates increase.

If monthly interest charges exceed the monthly mortgage
payments, the borrower reaches the "trigger rate," at
which point they may need to increase their monthly
payments.

The Bank of Canada estimates the percentage of
Canadian mortgages that have reached this trigger rate is
13 per cent.

Since March, the Bank of Canada has raised interest rates
six consecutive times, embarking on one of the fastest
monetary policy tightening cycles in its history.

Its key interest rate has increased from 0.25 per cent to
3.75 per cent and is expected to rise further as the Bank of
Canada attempts to quash decades-high inflation.

Higher interest rates have slowed activity in the housing
market and brought prices down, but offsetting those
effects are rising mortgage costs.
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OTTAWA -- Recent homebuyers with variable-rate
mortgages will find the adjustment to higher interest
rates more painful, said Bank of Canada senior
deputy governor Carolyn Rogers.

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

CITY 2022

NATIONAL

OTTAWA

TORONTO

MONTREAL

VANCOUVER

VICTORIA

CALGARY

EDMONTON

$  644,643

$  630,800

$ 1,098,200

$  504,800

$  1,148,900

$  915,300

$  513,000

$  372,400
Source: crea.ca

2021

$  715,125

$  625,600

$  1,113,100

$  491,000

$  1,125,200

$  821,200

$  465,000

$  374,700

Source:  ctvnews.ca

Rogers's speech focused on Canada's financial system
stability and the role housing plays in it amid rising
interest rates.

The senior deputy governor said high housing prices and
debt loads in Canada are two vulnerabilities that have
existed in the system for years.

Now that interest rates are also rising, Rogers said risks to
financial stability are elevated.

However, the senior deputy governor said the Bank of
Canada expects the financial system as a whole to
withstand this period of stress.

That's thanks to safeguards such as mortgage stress tests,
she said, which ensure Canadians can continue to afford
their home purchases if interest rates rise.

"This is not to minimize the very real hardship that some
are feeling," Rogers said. "Higher mortgage payments are
difficult to handle for many people -- and all the more so
when other costs are going up."

Rogers said the Bank of Canada has launched an
interactive dashboard on its website that tracks financial
vulnerability indicators.



Increase your payments: A bigger monthly payment means more money to
allocate to the principal. This would increase your trigger rate.
Make a prepayment: Since prepayments go 100% toward your principal,
making a lump sum payment would also increase your trigger rate.
Switch to a fixed-rate mortgage: Switching to a fixed rate mortgage would
protect you from any additional mortgage rate increases, but may change
your monthly payment requirements.

A new interest rate.
Payment frequency.
The term.
Any charges or fees that apply.

Setup fees.
Discharge or transfer fee from your current lender.
Appraisal fee.
Removal of collateral charge.

With mortgage interest rates higher than they’ve been in more than a decade,
you could be in for some sticker shock when it comes time to renew your home
loan.

By understanding the mortgage renewal process and preparing in advance to pay
a potentially higher interest rate , both you and your mortgage will be set up for
an easier transition.

1. Higher interest rates could drive payments up significantly
In an attempt to slow decades-high inflation, the Bank of Canada has increased its
overnight rate rapidly in 2022. This has had a direct impact on borrowers, since
lenders typically increase their prime rates as the Bank of Canada increases its
overnight lending rate.

2. You may hit your trigger rate before you renew

Take time to review your mortgage contract, as your trigger rate should be
clearly listed in writing. If you’re still hazy on the details, don’t hesitate to contact
your lender and ask any questions you might have about both your trigger rate
and your overall mortgage options.

3. No re-qualifying unless you change lenders
A few weeks or months before your mortgage term is set to expire, your lender
should send you a mortgage renewal statement that outlines your remaining
mortgage balance and lays out a new mortgage offer, which will include;

4. Choosing a shorter term could be beneficial
Whether it’s a fixed or variable-rate mortgage, most Canadians typically choose a
5-year term. But mortgage rates may rise further in 2023, so it could be time to
consider a shorter term instead.

5. Shopping around is worth it
If you have stable income and decent debt service ratios, there’s no reason to
accept your lender’s mortgage renewal offer right away. Your best bet is to shop
around and compare it to the mortgage rates available elsewhere. You can always
use the information you gather to try and negotiate a better deal with your
current lender.
Before you switch lenders, keep in mind that there may be additional charges to
factor in such as:

While these fees are common, a new lender might be willing to pay for some or
all of them to win your business. It never hurts to ask. Full article at: ca.finance.yahoo.coma
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