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FINANCING


As Interest Rates Rise, it Pays to Talk �to Your Mortgage Pro


What affect will rising interest rates have on your clients’ purchasing power? 


When rates rise, your clients’ ability to qualify comes into play. If the interest rate increases, what they can afford decreases. Rising rates will also dampen market activity because consumers fear that rates will go even higher. This is what has happened in the current market. The Bank of Canada raised its prime rate .25% and the banks followed suit by raising their variable rates. Although the rates are still relatively low, the effect on consumers was almost immediate - buying slowed. 


Of course, the rate increase was put in place to stave off inflation, not to slow the economy. Fortunately, lending institutions have become proactive in recent weeks and lowered their posted rates to spur mortgage business. Right now, rates are relatively stable and will probably stay that way in the short term. 


Interest Rate Sell-Offs


There are a lot of interest rate sell-offs going on in the market that only your mortgage broker has access to, so it would be in your clients’ best interest to introduce them to a broker who will get them the best mortgage deal. Not only will you sell that house but your clients will be grateful for getting them the best rate for their individual situation.


For your information, if your client is shopping for their first mortgage, they must now qualify at the five-year posted rate which is sitting around 4%. This change was introduced in April 2010 as a reaction to the subprime mortgage crisis. Prior to that, consumers qualified at the three-year posted rate.











Real Estate Business 


Business Insights Brought to You by Your Mortgage Professional


Your contact details here
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