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First Time Buyers: Common Questions 

What documents do I need to apply for a mortgage?

There are two main groups of first time home buyers; employed and self employed. 
An employed applicant will want to have two years of T4’s, two years of Notice of
Assessments, two recent paystubs and a letter of employment. 
A self employed applicant is more complicated and will need different things for 
different scenarios. These could include; Master Business License, 
Articles of Incorporation, 12 months of business bank statements and more.

How much do I need for a down payment?

The short answer is 5% of the purchase price but it’s slightly more complicated than
that. It’s actually 5% of the first $500,000 - so if you’re looking for a more expensive
first time home, first of all, good for you and second of all, keep in mind that it’s 10%
for everything AFTER the first $500,000.
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Where should the money for my down payment come from?

There are a lot of options for saving for a house these days. First Time Home Buyers
Savings Account, TFSA, RRSP, personal savings, the bank of mom and dad. They all
have pro’s and con’s, so it’s important to discuss with your financial advisor to help
determine where your money should be going into and out of. Just try to keep it
simple to make your life easier at the time of a purchase!

Do I need to have a pre-approval in place before buying?

No! A pre-approval is encouraged but not necessary. Getting pre-approved does two
important things - First, it gives you a great idea of what you’ll actually get approved
for and second it holds a mortgage rate, just in case rates go up while you’re
shopping.

What is mortgage insurance and do I need it?

CMHC mortgage loan insurance is mandatory when you pay less than 20% down
on a home. This insurance protects lenders from buyers not paying their mortgages
as agreed and ensures they are willing to lend to buyers with smaller down
payments. Historically it also means you’ll get the best possible rate because the
lender is insured and backed by the Canadian government.

What other costs do I need to take into consideration when buying a home?

Typically a mortgage agent will suggest you set aside 2% of the purchase price. Most
lenders mandate you show you have 1-2% available on top of the down payment.
This will cover legal fees and any extra land transfer tax fees you may incur but also
makes sure you have some money left over for actually moving into a new home!
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What happens between an accepted offer and closing date?

Upon getting an accepted offer your realtor will forward your Agreement of
Purchase and Sale and the MLS listing information to your mortgage agent. From
there your agent will work towards getting you a conditional approval. This approval
comes in the form of a ‘commitment’ and will outline the conditions they have to
close the mortgage. These will typically just be any outstanding documents, a full 
Anti-money-laundering process for your down payment, signing documents and
having a lawyer in place. Once everything is fully approved you’re in the hands of
your lawyer to finish up!

Why should I use a mortgage agent instead of my bank?

Both work towards the same goal - getting you a new home. The big difference is
that a bank has access to just their rates and products whereas an agent has access to
a wide array of rates and products. Just like you shop for your perfect home you
should be shopping for your perfect mortgage. A mortgage agent also shouldn’t be
cross-selling you on bank accounts or investments and is just focused on getting you
the best mortgage FOR YOU.

Does it cost me anything to use a mortgage agent?

There are three different answers to this. Most people manage to buy on the A-side
of mortgages. This is for straight-forward deals (fine credit, solid income, etc) and
this doesn’t cost you anything. A mortgage agent is a free resource to these
applicants. Then there’s the Alternative side and Private lending. These will incur
both a lender fee (typically 1-3%) and a broker fee (typically 1-2%). These are for
more complicated deals and usually not where a first time home buyer finds
themselves.
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Is there a penalty to break my current mortgage?

Most likely! Whether you’re in fixed or variable there is usually a penalty to break
the mortgage - but this can be managed and planned for with the help of a mortgage
agent. There are lenders that allow you to move your mortgage, add to your
mortgage or even get some or all of the fees covered. Discussing things with your
mortgage agent allows you to plan and come up with options for what path will be
best for you.

How do I know how much I can afford for my next purchase?

You can always use an online calculator for an estimate but it’s much more
beneficial to go through the application process with a mortgage agent. They’ll work
with you and potentially your realtor to figure out your next down payment and
what your options are from there.

How can I put a deposit on a new house if I haven’t sold my current house yet?

This can be tricky! A deposit can come from savings, investments, a line of credit or a
gift. If it is borrowed you will likely have to pay it out before your new purchase
closes though!

What other costs do I need to take into consideration when buying a new home?

The biggest thing people forget about is the cost of selling your home Realtor fees
and taxes, while worth every penny, can be expensive! So, keep it in mind when
figuring out your next down payment. The other thing that people can take for
granted is that land transfer tax is only rebated or waived for first time home buyers!
So, make sure you’re keeping those fees in mind too!
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What happens if I sell my house but it closes AFTER my new purchase?

This happens all the time! It can be very annoying selling and buying on the same
day. So, as long as you have an agreement to purchase and an agreement to sell you
should be able to get what’s called a bridge loan. This will cover the amount needed
in between the time of your purchase and sale. Typically this will be at a higher
interest rate than what your mortgage will be and with some lenders will incur an
upfront fee of $250-$500.

What happens if I don’t sell my current house in time?

This can be tricky, but this is where a good relationship between your realtor and
your mortgage agent can be helpful. When you list your home, how positive are you
that it’s going to sell in time? Does your realtor agree? Do we have a back up plan for
financing if you don’t sell? There are ways to protect yourself with your realtor with
a condition of sale but there are ways to work around this with your mortgage agent
as well!
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Get in Touch! 

AJ Sanges 
www.ajsanges.ca
ajs@mi35.ca
905-638-2622

Michael J Berger  
www.michaeljberger.com
michael@michaeljberger.com
416-899-1149

https://www.ajsanges.ca/
https://www.michaeljberger.com/
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First Time Sellers ChecklistFirst Time Buyers Checklist
Employed

Two years of T4's
Two years of Notice of Assessment
Two recent pay stubs
Letter of employment
Two pieces of ID
A clear understanding of your

       down payment

Self-Employed
Articles of Incorporation or 

       Master Business License
12 months of business bank 

       statements
Invoices
Two years of T1's
Two pieces of ID
A clear understanding of your 

       down payment 

Optional
Gift letter
Child tax benefit
Separation agreement
Alimony
Income declaration
HST Number

Employed
Sale agreement
Current mortgage statement
Two years of T4's
Two years of Notice of Assessment
Two recent pay stubs
Letter of employment
Two pieces of ID
A clear understanding of your

       down payment

Self-Employed
Sale agreement
Current mortgage statement
Articles of Incorporation or 

       Master Business License
12 months of business bank 

       statements
Invoices
Two years of T1's
Two pieces of ID
A clear understanding of your 

       down payment 

Optional
Gift letter
Child tax benefit
Separation agreement
Alimony
Income declaration
HST Number


