MORTGAGES

How Newcomers Can Get CMHC-Insured Loans
CMHC program will insure mortgages for permanent and non-permanent-status newcomers.
Many newcomers come to Canada each year and dream of owning their own homes. By understanding CMHC guidelines, agents may be able to help newcomers buy a home. Working with newcomers can be a rewarding experience because they often refer family and friends to people who provide a high level of service.

CMH- insured mortgages are available to newcomers under the CMHC Newcomer program. CMHC will insure mortgages for permanent and non-permanent-status newcomers. No minimum residency period is required for either.

Permanent Status

Newcomers with permanent status can get a CMHC insured mortgage up to 95% loan-to-value (LTV) if they meet CMHC’s and the lender’s requirements. For permanent residents with a limited Canadian credit history, CMHC asks for a foreign credit bureau’s records. If a foreign credit bureau is not available, CMHC will look at different forms of payment history. Examples of payment history include rent or room and board, plus one other debt or proof of regular savings for the 12 months before applying for a mortgage. If proof of rent payment is not available, 12 months’ proof of payments for three bills such as heat, power, cable, child care expenses and insurance premiums can be used. Payments cannot be through payroll deductions. Rent payments should be on time, with no 30-day-late payments. Employment income must be from a minimum of three months’ full-time employment with no probationary period. Typical proof of income is a letter of employment and two recent pay stubs. Normal debt servicing guidelines apply. The down payment can come from traditional or non-traditional sources. Traditional sources of down payment are savings, RRSP withdrawals, funds borrowed against assets, up to 50% sweat equity, land, proceeds from sale of another property, a gift from an immediate relative, or an equity grant, which is a non-repayable grant from a federal, provincial or municipal agency. Non-traditional sources of down payment are borrowed money, gifts, 100% sweat equity and lender cashback incentives.

Non-Permanent Status
Newcomers with non-permanent-status can get an insured mortgage up to 90% LTV if they meet CMHC’s and the lender’s requirements. The guidelines are tighter for non-permanent status newcomers. CMHC will get an international credit report from countries that have credit reporting facilities. If a credit report is not available, the lender may verify the borrower’s creditworthiness with a letter of reference from the borrower’s financial institution. The letter must include a contact name and number and be on the financial institution’s letterhead. Employment income must be from a minimum of three months’ full-time employment with no probationary period. Typical proof of income is a letter of employment and two recent pay stubs. A valid Canadian Employment Authorization Form or work permit is needed. Normal debt servicing guidelines apply. The down payment must come from traditional sources. 

Not all lenders participate in the newcomers program, and some of the participants may have slightly tighter guidelines. An experienced mortgage representative can help you with the CMHC Newcomers program.

