Why a High-Ratio Mortgage
Could Make Sense for You 

When buying a home, it can make sense to take out a high-ratio mortgage even if you have enough money to put 20% down.

A high-ratio mortgage is one that is more than 80% of the property value. The mortgage lender insures it with a mortgage insurer.

If you’re using funds from a Registered Retirement Savings Plan (RRSP) for your down payment you should speak with your financial planner to understand what happens to your retirement planning. You also need to consider how you will repay your RRSP over 15 years. It may not make sense to use all of your RRSP for your down payment.

On closing day, there are expenses that you have to pay and it’s not the best time to find you’re short of cash. 

It also costs money to fix up your new home with fresh paint, flooring, light fixtures, new furniture and other things. Having the cash on hand will make it easier to pay for such items and be much cheaper than financing them with a credit card or loan.

When you own a home, unplanned expenses can occur. Appliances break down, weather can damage your home and you may change jobs. Having an emergency fund for these events gives you peace of mind. A good rule of thumb is to have six months of mortgage payments set aside. 

So, a high-ratio mortgage could be the better way to go. It could make the difference between enjoying your home and worrying about financial problems.

