Refinancing Your
Mortgage Guide

Welcome to your ultimate guide to refinancing your
mortgage! Find all the essential information you need
right here.
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Refinancing Your
Mortgage

What it is and How it Works

Mortgage refinancing in Canada involves replacing your existing mortgage with a new one,
typically from a different lender, to improve your financial situation. The new mortgage pays
off the remaining balance of your current mortgage, and you start making payments on the
new loan. This process can be beneficial if you want to secure a lower interest rate, adjust
the length of your mortgage term, or access equity in your home. Understanding how
refinancing works helps you grasp the potential benefits and drawbacks of this financial
move.

Benefits of Refinancing

One of the primary benefits of refinancing is the opportunity to lower your interest rate,
which can significantly reduce your monthly payments and the total amount of interest paid
over the life of the loan. Refinancing can also allow you to switch from an adjustable-rate
mortgage to a fixed-rate mortgage, providing more stability in your payments. Additionally, if
you're looking to free up some cash for other expenses, refinancing can enable you to access
the equity you've built in your home through a cash-out refinance.

Potential Drawbacks

While refinancing can offer financial advantages, it's important to be aware of potential
drawbacks. The process involves closing costs and fees, which can offset the savings from a
lower interest rate. In some cases, extending the term of your mortgage might lead to paying
more in interest over time, despite lower monthly payments. It's also crucial to consider the
impact on your credit score, as multiple credit inquiries and the new loan application might
temporarily affect your score.
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Assessing Your Current
Mortgage Situation

Reviewing Your Existing Loan

Before considering a refinance, start by reviewing the details of your current mortgage. This
includes understanding your current interest rate, remaining loan balance, and the term left on
your mortgage. Also, check if there are any prepayment penalties or fees associated with paying
off your mortgage early, as these can impact the overall cost of refinancing. A thorough
assessment helps you gauge whether the benefits of refinancing outweigh any potential costs.

Understanding Your Mortgage Terms

It's essential to have a clear understanding of your current mortgage terms. This includes
whether your mortgage is fixed or variable, the length of your amortization period, and any
special features like prepayment privileges. Knowing these details will help you compare your
current mortgage with new refinancing options. It's also useful to understand how changes in
interest rates and loan terms will affect your monthly payments and total interest over the life of
the loan.

Evaluating Your Financial Situation

Assess your overall financial situation to determine if refinancing aligns with your goals. Review
your income, expenses, and credit score, as these factors will influence the terms and rates you
can qualify for. If your financial situation has improved since you first took out your mortgage,
such as an increase in income or a better credit score, you might be eligible for more favorable
refinancing terms. Conversely, if your financial situation has worsened, it may affect your ability
to secure a good refinance deal.

Considering Your Future Plans

Consider your long-term plans before refinancing. If you plan to move soon, the savings may not
outweigh the costs. However, if you plan to stay long-term, refinancing could offer significant
benefits. Also, keep in mind that repeated refinancing can add costs.
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Refinancing Goals
Roadmap
o

Clarifying Your Objectives

Define clear goals for

refinancing, such as lowering

payments, reducing interest, or a
accessing equity, to guide your

decision-making. Lowering Monthly Payments

Refinance to a lower interest
rate or extend your mortgage
term to reduce monthly

payments, but consider long-

e term interest costs.

Accessing Home Equity

A cash-out refinance lets
you borrow against home
equity, providing
flexibility, but be mindful
of increasing your debt.

Adjusting Loan Terms

Shorten or extend your mortgage
term to balance between faster
payoff and manageable monthly
payments, aligning with your
financial goals.

g

MORTGAGE REFINANCING GUIDE ‘/
STEVENSON

MORTGAGE BROKER




Exploring Refinancing
Options

Types of Refinancing

In Canada, there are several types of refinancing options available. A rate-and-term
refinance involves changing the interest rate or the length of your mortgage term without
altering the loan amount. This is ideal if you want to secure a lower interest rate or adjust
the term to match your financial goals. Another option is a cash-out refinance, which
allows you to borrow more than your current mortgage balance and receive the difference
in cash. Understanding these types will help you choose the most suitable option for your
needs.

forl
Fixed vs. Variable Rates
When refinancing, you'll need to decide between a fixed-rate mortgage and a variable-rate
mortgage. A fixed-rate mortgage offers stable monthly payments and protection against
interest rate fluctuations, which is beneficial if you prefer consistency. A variable-rate
mortgage, on the other hand, typically starts with a lower interest rate, but the rate can
change based on market conditions, potentially offering savings if rates remain low.
Evaluate your risk tolerance and financial situation to choose the best option for you.

forl
Short-Term vs. Long-Term Refinancing
You also need to decide on the term length of your new mortgage. Short-term refinancing,
such as switching to a 15-year mortgage, allows you to pay off your mortgage faster and
save on interest, but it results in higher monthly payments. Long-term refinancing, such as
extending to a 30-year term, lowers your monthly payments but may increase the total
amount of interest paid over the life of the loan. Consider your budget and long-term
financial goals when selecting the term length.
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Identifying Your
Refinancing Goals

- A
UNDERSTANDING CLOSING COSTS
Types of Costs: Be aware of common closing costs including application fees, appraisal fees, legal
fees, and title insurance.
Cost Range: In Canada, closing costs typically range from 1% to 4% of the mortgage amount.
Factor Costs into Decision: Include these costs in your calculations to determine if refinancing is
financially beneficial compared to potential savings.
EVALUATING POTENTIAL SAVINGS
Monthly Payment Savings: Use a mortgage refinance calculator to estimate how a lower interest
rate or different mortgage term impacts your payments.
Total Interest Savings: Calculate how much you can save in total interest over the life of the loan
with the new mortgage terms.
Compare Savings to Costs: Compare these potential savings against the total closing costs to
assess if refinancing is a worthwhile investment.
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Identifying Your
Refinancing Goals

BREAK-EVEN ANALYSIS

Calculate Break-Even Point: Determine how long it will take for the monthly savings from a lower
interest rate to cover the closing costs of refinancing.

Compare Timeframe to Stay: If the break-even point is shorter than the period you plan to
stay in your home, refinancing may be advantageous.

Shorter vs. Longer Stay: For a shorter stay, refinancing might not be cost-effective if you don't
recoup the costs within your time frame.

LONG-TERM FINANCIAL IMPACT

Impact of Term Changes: Assess how changing the term of your mortgage affects the total amount
of interest paid. Shorter terms may save interest but increase monthly payments, while longer terms
may lower payments but increase total interest.

Balance Payments and Savings: Weigh the immediate savings from lower payments against the
potential increase in total interest paid over the life of the loan.

Align with Financial Goals: Ensure that the refinancing decision aligns with your long-term
financial goals and overall budget.
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Helpful
Resources

RESOURCES:

Canada Mortgage and Housing Corporation (CMHC): CMHC Website

Financial Consumer Agency of Canada (FCAC): FCAC Website
Canadian Mortgage Professionals (CMP): CMP Website
Rates.ca: Rates Website

Bank of Canada: Bank of Canada Website

Forbes: Forbes Website

The Mortgage Group: TMG Website
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https://www.cmhc-schl.gc.ca/
https://www.canada.ca/en/financial-consumer-agency.html
https://rates.ca/mortgage-rates
https://www.bankofcanada.ca/
https://mortgageproscan.ca/
https://www.forbes.com/advisor/ca/mortgages/refinance-methods-canada/
https://www.mortgagegroup.com/financing-solutions/
https://www.mortgagegroup.com/financing-solutions/

Closing

Refinancing your mortgage can be a strategic move to improve
your financial situation, whether by lowering monthly payments,
accessing home equity, or adjusting your mortgage term. To make
the most of this opportunity, carefully review your current
mortgage terms, set clear refinancing goals, and explore various
options.

Stay informed about market conditions, consult financial experts,
and negotiate terms to ensure you secure the best possible deal.
With thoughtful planning and a proactive approach, refinancing
can help you achieve greater financial flexibility and stability.
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