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GUIDE TO BUYING A HOME

“Guide to Buying a Home” has been prepared by Royal LePage Real Estate Professionals to offer you practical information about
the buying process. It outlines steps that you and your Real Estate Professional will follow during your search for the ideal home.

DETERMINE WHAT YOU
CAN AFFORD

e Purchasing a home involves one-time costs and monthly
expenses.

e The largest one-time cost is the down payment. It
usually represents between 5-25% of the total price
of the property.

¢ In addition to the actual purchase price, there are a
number of other expenses that you might be expected
to pay for. These are listed in the following table:

Typical One-Time Expenses
EXPENSE
Mortgage Application and
Appraisal Feg wwmmwmmmmsmrsmsssssmmnnnnnnee: At time of application
Property Inspection (optional) ««wewewseeessscens At inspection

PAID

Property Survey (sometimes provided by seller)-----Closing

“What You Can Afford” Worksheet

STEP I

Calculate Your Gross Debt Service Ratio (GDS).

“Most lenders say that your monthly housing expenses (principal,
interest, and taxes) should not exceed 30% of your family
income (before personal income taxes).”

To calculate your Gross Debt Service Ratio (GDS):
Take your total monthly gross (before tax) income.  $-------

Multiply it by the maximum GDS Ratio (30%). x .30 $-------

This is the maximum amount available for your mortgage
payment (principal and interest), property taxes, and
50% of condo fees (if applicable). =§-emmo-

Example: John and Sue have a gross family income of
$66,000 per year, or $5,500 per month. No more than $1,650
($5,500 x 30%) can be applied to housing expenses.

Land Transfer, Deed Tax or Property
Purchase Tax (in Quebec within

3 months fouowing s]gmng)uos‘mg
Mortgage Interest Adjustment and

Take Qver Fee (1f apphcabLe){:los]ng
Adjustments for Fuel, Taxes, etc. «wmeersseneensnnee CloSing

Mortgage Insurance

(and application fee if applicabte) ------------------------------- Closing
Home and Property Insurance - Closing and On-going
Moving Expenses --- -Date of move

* Typical monthly costs incurred with home ownership
are mortgage payments, maintenance, insurance, condo
fees, property taxes and utilities. See the “What You Can
Afford” Worksheet to help you estimate the approximate
purchase price of a home you can afford.

UNDERSTANDING MARKET
CONDITIONS

e The real estate market is always changing. It helps
to understand how market conditions can affect your
position as a buyer.

* Your Royal LePage Real Estate Professional can provide
you with current real estate market conditions and
explain their impact.

STEP 11

Calculate Your Total Debt Service Ratio (TDS).

“Your TDS takes into account monthly housing expenses plus
other debts and loans you may have.”

To calculate your Total Debt Service Ratio (TDS):

Take your monthly gross (before tax) income. $omommmmae
Multiply it by the maximum TDS Ratio (40%). x40 §

Subtract your regular monthly expenses

(e.g. credit cards, car payments, personal loans). = $---=-====-=
This is the maximum amount available for

your mortgage payment, property taxes, and

50% of condo fees (if applicable). =%--mmmmmm-

Example: John and Sue have a gross family income of $66,000
per year or $5,500 per month. They also have two car payments
totalling $575 per month, a student loan of $150 per month,
and credit card payments of $175 per month. They can apply
no more than $1,300 of their monthly income to housing costs
($5,500 x 40% = $2,200 - $900 = $1,300).
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UNDERSTANDING MARKET CONDITIONS

MARKET CONDITIONS CHARACTERISTICS IMPLICATIONS

Buyer's Market: High inventory of homes. Few  More time to look for a
The supply of homes on the  buyers compared to availabil-  home. More negotiating
market exceeds demand. ity. Homes on the market leverage.

longer. Prices tend to drop.
Seller's Market: Smaller inventory of homes.  May have to pay more. Make
The number of buyers wanti- ~ Many buyers. Homes sell decisions quickly.
ng homes exceeds the sup-  quickly. Prices usually Conditional offers may
ply or number of homes on increase. be rejected.
the market.
Balanced Market: Demand equals supply. More relaxed atmosphere.
The number of homes on the  Sellers accept reasonable Reasonable number of
market is equal to the offers. Homes sell within an  homes to choose from.
demand or number of buyers.  acceptable time period.

Prices generally stable.

OBTAIN A PRE-APPROVED MORTGAGE

* Having a pre-approved mortgage will give you the
confidence of knowing exactly what you can spend on a
home before you start looking. You will also be protected
against interest rate increases while you look for your
new home.

* Your Mortgage Specialist will answer your questions and
help you determine which financing terms and options are
right for you. Your Mortgage Specialist and Real Estate
Professional work as a team to help you find the right
home and select the best financing.

STEP 111

Calculate the amount available to apply to your monthly
mortgage payment. “This figure will be used to calculate
how much mortgage you are eligible for.”

To calculate this amount:
Identify the lower of your GDS or TDS: e, R

Subtract an approximate amount
for property tax. e e s P

This is the amount we will now
use to calculate how much
mortgage you are eligible for.

G

]

Using the example of John and Sue, their TDS ($1,300) is lower
than their GDS ($1,650) and they estimate their property taxes

will be $175 per month. They have $1,125 available to apply to
their monthly mortgage payment. (i.e. $1,300 - $175 = $1,125).

 See “The Home Buyer's Glossary” at the back of this
booklet for definitions of mortgage terminology.

Finalizing Your Mortgage

* Once you've found the home you want to purchase, there
are some documents you'll probably be asked for in order
to finalize your financing. They will include:

1. A copy of the real estate listing of the property. If the
home is still to be built, the mortgage lender will need
to see the architect’s or builder’s plans and details on
lot size and location.

2. A copy of the offer to purchase or the building contract,
if this document has been prepared.

3. Documents to confirm employment, income and source of
pre-approval).

e If you have a Pre-Approved Mortgage, it's a simple matter
of finalizing a few details which your Mortgage Specialist
will explain to you.

STEP 1111

Determine The Purchase Price You Can Afford.

e Using the figure calculated in Step III, find the closest
matching number in column A.

e The corresponding number in column B is your approximate
eligible mortgage amount.

® In column C record the down payment amount that you
have available.

® In column D add the numbers identified in columns B +
C together.

This approximately equals the price of the home that you can
afford. In the example of John and Sue, the amount calculated
in Step III was $1,125. They also have saved a down payment
of $30,000. With a monthly payment of $1,125 (refer to column
A) they are eligible for an approximate mortgage of $130,000
(refer to column B). With their down payment of $30,000, they
can afford to buy a home worth approximately $160,000.






