FINANCING
High-Ratio Mortgages Are Available to the Self-Employed 

Many self-employed Canadians are buying homes with high-ratio mortgages. The guidelines used to qualify your client depend on the number of years your client is self-employed. 

Self-Employed Three or More Years: If your client is self-employed for three years or longer, the person must prove his or her income to get a high-ratio mortgage. The income used is the average of the previous two years. If your client’s income has increased every year for four or more years, the most recent year’s income can be used. To prove income, your client must provide a notice of assessment (NOA), audited financial statements or review engagement financial statements prepared by a practicing accountant. Income confirmed by NOAs can be grossed up 15%. The down payment can come from traditional or non-traditional sources. The maximum loan-to-value (LTV) is 95%. 

Self-Employed Less Than Three Years: If your client is self-employed for less than three years, a copy of the business registration, Goods and Services Tax registration, or Articles of Incorporation showing that the business has been licensed less than three years is needed. The insurer will use predictive models to determine if the stated income is reasonable. Your client must be in the same line of work for a minimum of two years as either a self-employed person or an employee. The down payment must come from traditional sources (no gifts allowed). The maximum LTV is 90% and a credit score of 650 or better is needed.

Working with self-employed clients can lead to opportunities for investment or commercial properties and referrals.

