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The Honourable Jim Flaherty, Minister of
Finance, and the Honourable Christian
Paradis, Minister of Natural Resources,
announced prudent adjustments to the
rules for government-backed insured
mortgages to support the long-term
stability of Canada's housing market and
support hard-working Canadian families
saving through home ownership.

“Canada’'s well-regulated housing sector
has been an important strength that
allowed us to avoid the mistakes of other
countries and helped protect us from the
worst of the recent global recession,” said
Minister Flaherty. “The prudent measures
build on that advantage by encouraging
hard-working Canadian families to save by
investing in their homes and future.”

“The economy continues to be our
Government's top priority,” continued
Minister Paradis. “Our Government will
continue to take the necessary actions to
ensure stability and economic certainty in
Canada's housing market.”

First, the new measures reduce the
maximum amortization period to 30 years
from 35 years for new government-backed
insured mortgages with loan-to-value
ratios of more than 80 per cent. This will
significantly reduce the total interest
payments Canadian families make on their
mortgages, allow Canadian families to
build up equity in their homes more quickly,
and help Canadians pay off their
mortgages before they retire. Second, they
lower the maximum amount Canadians
can borrow in refinancing their mortgages
to 85 percent from 90 percent of the value

of their homes. This will promote saving
through home ownership and limit the
repackaging of consumer debt into
mortgages guaranteed by taxpayers.
Third, they withdraw government
insurance backing on lines of credit

secured by homes, such as home equity
lines of credit. This will ensure that risks
associated with consumer debt products
used to borrow funds unrelated to house
purchases are managed by the financial
institutions and not borne by taxpayers.
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The Government's ongoing monitoring
and sound underlying supervisory regime,
along with the traditionally cautious
approach taken by Canadian financial
institutions to mortgage lending, have
allowed Canada to maintain strong and
secure housing and mortgage markets.

The adjustments to the mortgage
insurance guarantee framework will come
into force on March 18, 2011. The
withdrawal of government insurance
backing on lines of credit secured by
homes will come into force on April 18,
2011.
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Eye on Ottawa
Real Estate

Members of the Ottawa Real
Estate Board (OREB) sold 675
residential properties in
January 2011 compared with
719 in January 2010, a
decrease of 6.1 percent. There
were 620 sales in December
2010.

“These are normal sales
numbers for January in
Ottawa—the averagenumber
of sales for the previousfive
Januarieswas 662, so we're
evena littleaheadof that,and
prices continued to rise
incrementally. Winter is
usuallya quietertimeofyearin
the resale market and 2011
appearsto be no exception,”
said OREB's President.“Our
market remains balanced,
with no significantadvantage
towards either buyers or
sellers, so it's fair game for
evelyone”,sheadded.

The average sale price of
residential properties,
includingcondominiums sold
in Januay in the Ottawaarea
was$329,657, anincreaseof
3.0 percent over Janualy
2010. The average sale pricg
for a condominium-class
property was $236,065, a
decreaseof 8.7 percentover
Januay 2010. The average
sale price of a residential-
class property was
$353,055, anincreaseof 4.7
percentoverJanuay 2010.

Call today for real estate
advice and information!
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Buying a Home for Y

A recent poll by TD Canada Trust says that 10 percent of
Canadians would consider buying a condo for their adult
children. For the parents, it offers some peace of mind,
since the investment may help their children into better
housing than they could afford if paying rent. For the kids,
itis away to learn about the pros and cons of looking after
their own homes, and perhaps even get some experience
atbecoming alandlord.

The trend is growing in cities across the country. In
Montreal, developers have offered incentives specifically
geared to families who are buying a condo for a young
adult. In Toronto and Vancouver, where Asian investors
are buying up many of the new condos, it is not
uncommon for afamily to buy a unit for their child to live in
while attending school. Sometimes, they have long-range
plans to move to Canada themselves, so they buy now
and have their child live in the unit, or rent it out.

For students heading to a new city to attend college or
university, buying a house or condo eliminates the need to
search for sometimes pricey student accommodation.
Some of these students live in the homes and rent out a
basement apartment or have roommates to help offset
costs.

As with any real estate investment, there are a number of
financial, tax planning and social aspects to consider
before buying ahome for your child. The usual rules of real
estate apply: location, location, location. Buyers must
ensure that the property will be in demand for renters,
because the child may not want to live there for long. If the
unit is sold in a couple of years, will the buyer be able to
recoup his
investment?

Buyers must
ensure that a
property being
purchased with a
rental suite
complies with
local zoning
bylaws, fire
codes and
electrical safety
standards, and
that the proper
insurance is in
place. Some
municipalities
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have tried to clamp down on student housing in new
developments because of complaints from the
neighbours.

If the adult child is going to rent out part of the house or
have roommates, even if they are moving in with friends,
it is important that the living arrangements are spelled
out in advance in a businesslike manner. Each renter
should sign a written tenancy agreement that covers
how much rent will be paid, what additional costs (such
as utilities) will be paid by the renter, what facilities will be
shared, and house rules such as whether pets are
allowed, smoking policies and provisions for parking and
laundry facilities if applicable.

In some provinces, if the kitchen and bathrooms are
being shared, the provincial tenancies act may not apply.
That gives the landlord the ability to evict a renter without
going through a formal eviction process if they find out
that they cannot get along with the roommate.

For more information about the tax implications of
buying a home for your adult child, go to
http://www.pwc.com/ca/en/high-net-worth/wealth-
matters.jhtml to see the various options available.
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