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Yes, you can buy a home
with no cash down

But you're best off working with realtors who know what to do and
care enough to write the offers, or use a mortgage broker

three inquiries asking

whether late-night TV
courses work. They are referring
of course to the “no-money-
down, get-rich-quick” courses. Is
it really that easy?

Of course, the answer is yes
and no. Yes, they work some-
times, but no, it isn’t easy. Partic-
ularly in a hot market (as in the
Lower Mainland currently) the
likelihood of interesting a seller
in a “vendor take back,” an
“abatement,” carrying a
“deferred-no-interest” second
mortgage, a “no-payment mort-
gage” or trading your motorcycle
is very slim. Slim, but not impos-
sible.

When I wrote about it here last
December, I was admonished by
arealtor who said the ideas
expressed were too simple and, in
any case, they don’t work. Well,
of course, this realtor worked on
the west side of Vancouver where
the average house price exceeds
$600,000. More importantly, he
did not care to know any details.
In this market he didn’t have to
have any innovative ideas. In fact,
it was a lot easier to dismiss the
idea out of hand than to see
whether it could work.

Which brings me to the ques-
tion of experts. It is clear that if
you don’t have the big cash need-
ed to buy on the west side, or no
cash at all, it’s difficult for you to
buy in that part of the city.

So, you need someone who is
an expert in finding properties
with unique situations and who
both cares about you and is will-
ing to take the time. You must
also realize that it is not easy,
takes a lot of work, needs the
right situation, and that you have
to do a lot of the legwork your-
self.

Last week, one of my sub-
scribers managed to buy a home
with the seller carrying a
deferred-payment second mort-
gage; a month ago, a friend of one
of my subscribers bought two
suites from an absentee owner
with no cash down. He assumed
the mortgages and has two years
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to pay the rest.

They both worked with real-
tors who knew what to do and
cared enough to write the offers.

Another great example right
now is the question of mortgage
brokers. I, more than anyone else,
have-urged buyers to use a broker
to make sure you get the best deal.
In fact, the use of mortgage bro-
kers is sharply on the rise. Yet, last
week at a function, the mortgage
broker at my table did not know
that in Vancouver today anyone
can get a 100-per-cent mortgage.
No fancy footwork, no secret mis-
sions, and no special courses.

You can buy any house in Van-
couver up to $400,000 without
any cash. It helps, of course, if you
just haven’t had your car repos-
sessed and you are gainfully
employed so you can make the
mortgage payments. But yes, you
candoit.

No-money-down mortgages
range from $75,000 to $400,000
and can only be used to buy
houses or townhouses. You must
have good credit and have been
employed for two years. (Exam-
ples: $400,000 requires a pay-
ment of $3,104 a month; $200,000
requires $1,552). You can even get
a mortgage of $500,000, but you
must put down 20 per cent on the
balance between $400,000 and
$500,000 — you can buy a
$500,000 property with only

$20,000 down.

Most importantly, with the
myriad of mortgage products out
there, you need a mortgage bro-
ker with the willingness to be cre-
ative and the know-how to put
some numbers together.

Did you know it is cheaper to
get a no-money-down mortgage at
7.05 per cent than a five-per-cent-
down-payment mortgage at 5.5 per
cent? But you need an expert.

I would venture to say that half
of the mortgage brokers out there
haven’t done the math. I talked to
Harvey McCallum of Strategic
Mortgage Professionals who has
worked out that in some cases
getting a no-money-down mort-
gage can be cheaper at a higher
interest rate than the five-per-
cent-down-payment mortgage
with a lower rate. Currently, in
Vancouver, there are mortgage
companies that offer a three-year
term mortgage with no money
down at 7.05 per cent. When you
do the numbers, it may be cheap-
er to go that route rather than
take out a five-per-cent-down-
payment Canada Mortgage and
Housing Corp. mortgage at 5.5 per
cent. Both mortgages bear a fee.
CMHC's fee is 3.75 per cent; the
no-down-payment mortgage car-
ries a four-per-cent fee. But with
CMHC you are limited to a
$250,000 purchase (with GE cap-
ital the five-per-cent-down mort-
gage has just been made available
on properties up to $300,000
homes). Yet, because of the “no
down payment,” the higher inter-
est rate mortgage can work out
between $800 and $1,300 cheap-
er over three years than actually
putting up five-per-cent cash!

So, there it is. No late night TV
special, no worrying about
strange clauses, no need to
explore dark secrets. Just a regu-
lar mortgage at a slightly higher
face rate that actually works out
cheaper. But you need an expert
who knows — and cares.
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