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FINANCING  INFORMATION 
Buying a home is exciting!  It can also be confusing and challenging.  Most new home purchasers in Alberta do not have 
sufficient funds available to purchase the new property out right, so a method of financing the difference between the 
downpayment and the purchase price is required.  The banks and finance companies have a number of rules and 
procedures they use to determine what properties they will finance. 

Currently in Alberta it is possible to purchase to a home with 5% for a down payment.  When you have a down payment of 
5% to less than 20% of the purchase price this is referred to as High Ratio Mortgage, and mortgage insurance fees apply. 
Typically this insurance is provided by CMHC (Canada Mortgage and Housing); other options include Genworth or 
Canada Guarantee.   

NOTE:  As of June 1, 2015 CMHC premiums for homebuyers with less than 10% down payment will increase by 
approximately 15%.  Insurance premiums are calculated on a % basis of the mortgage amount. 

Two important calculations used by Banks and Finance companies are called GDS and TDS. (Gross Debt Service Ratio 
and Total Debt Service Ratios.) 

Gross Debt Service Ratio is a calculation that verifies that your loan payments Principal, Interest, taxes, heat 
and condo fees if applicable are not be more than 32% of your total gross Income. A household that has $100,000 in 
gross income is calculated as follows:  ($100,000 / 12 months = $8333.33 /month @ 32% = $2666.66)  

Total Debt Service Ratio is a calculation that verifies that your loan payments Principal, Interest, Taxes & all 
other debt Payments are not be more than 40% of your total Income. (Example $100,000 gross income/ 12 months + 
$8333.33/ month @ 40% = $3333.33) 

Using these calculations it is possible to calculate the maximum monthly payments that the Bank may approve you for.  
There are other factors that may allow us to go a little higher with percentages; the above TDS/GDS is the general rule. 
Other factors that are taken into account are credit rating, financial maturity, net worth, Interest Rate, the Mortgage Term 
as well as Amortization period of the new Mortgage. 

AMORTIZATION - The number of years it takes to repay the entire amount of a mortgage; maximum 25 years for a 
high ratio or insured Mortgage and Maximum 30 years for a Conventional Mortgage 

MORTGAGE TERM - The length of time a lender will loan mortgage funds to a borrower: after which the borrower can 
either repay the balance (remaining principal) of the mortgage, or renegotiate the mortgage for another term.  
Most popular mortgage term is five years but many other terms are available from 6 months to 10 years. 

INTEREST RATE- The return the lender receives for advancing the mortgage funds required by the borrower to 
purchase a property. Variable rates float off the current Prime Rate, while fixed rate mortgages have a fixed amount for the 
term of the mortgage. 

It is important that we calculate this data in advance to protect your financial interests and understand the Maximum 
amount you are comfortable with and can afford.   We recommend that you discuss your financial situation and 
commence your application process with your Mortgage Advisor before we start the home search process.  This way, 
once you have found “THE” property, your financing condition can be easily met.
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