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Wolf at the door

Mortgage relief slight as big banks lower fixed rate — but only a bit

Goahead, throw us a bone.

Canada's big banks — who
refused to match a 0.75% cut
in the Bank of Canada rate,
now at 1.5%, by only lower-
ing their prime lending rate
by 0L50% to 3.5%, while inter-
est rates on credil cards rise —
are giving us a small break on
fixed-rate morigages.

The rate cuts up to 0,20%
kicked in yesterday,
just as the Bank of
Canada released

warning if this glo-

bal crisis gets any ¢
warse, Canadians i

could start losing Ltnaﬂ
their homes as they
default on mort-
gages. The central
bank also warned
defaults on con-
sumer debt will rise “signifi-
cantly” as household balance
sheets — which owe a record
51.3 trillion — feel the squeeze
from layoffs, weak equity mar-
kets, sofllening house prices,
slow income growth and
record high debt-to-income
ratios.

“If the risk of a prolonged
global downturn materializes,
then there will be a strong
moderation in house prices,
which could lead to a more
significant increase in default
rates on mortgages,” the cen-
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tral bank stated in its Decem-
ber Financial Systems Review.
It also warned the number of
“vulnerable households” —
with debt-to-income ratios
above 40% — could double
from 3% to 6% by the end of
20049,

And to think: Only months
ago, Canadians were told,
“don't worry, be happy.” Cur
housing market
was sound, our
financial system
solid — and any
subprime fallout
would be minimal.
<’ Banks moved
swiltly to follow
Royal Bank's lead
and cul fixed mort-
gage rates by one-
fifth of a percent-
age point, Yester-
day, at TD Canada Trust the
posted five-year closed maort-
gage dropped by 0.20% to
6.75%, while a 10-year closed
maortgage fell to 7.5%. The rate
for a one-year closed mort-
gage was unchanged at 5.6

But TD also hiked its vari-
able rates o prime plus 0.6%
forits closed mortgage and o
0.85% [or an open morigage.

Variable rates, by the way,
are ted w prime, while fixed-
term morigage rates are die-
tated by the bond marke.

Scotiabank cut its one-

!

year rate to 6%, but at BMO
the one-year closed remains
unchanged at £.55%. BMQ,
though, dropped its three-
year and five-year variahle
mortgage rates by a hall a
point tod4.5%.,

Experts say shop around
to get the best deal, but they
warn it's getting tougher and
tougher 1o negotiaie sweet
deals with discounts dry-
ing up. Some also argue even
though the Bank of Canada
rate is expected w fall another

“Canadians have every rea-
son 1o be concerned about the
future,” said Mark Silverthorn,
a Kitchener lawyer who
authored the book A How-to-
Guide for Dealing with Collec-
tion Agencies in Canada.

Silverthorn also predicts
more and more Canadians
will start to default on con-
sumer debtand will seek relief
through a consumer proposal
or personal bankrupiey, while
others will go for credit coun-
selling or debt settlement.

0.50% next Sil-
month to a AT I ' verthorn's
historic low TD Iﬂlﬂ LlﬂdﬂS book lists
of 1% when it prﬂtest,gﬂ to ... eight options

meeis again
in January
— it may he
a good time o find the best
fixed rate, lock it in and ride
oul this storm.

That's because they also fear
aour Big Six banks — which
raked in combined profits of
51215 hillion in fiscal 2008,
down 38% [rom a record 2007
— will continue to feel the
squeese in 2009,

And that means despite bil-
lions of our tax dollars being
flushed into the banking sys-
tem, while 375-hillion in
CMHC morigages were wiped
from their books, they'll con-
tinue to dig in their heels on
passing on interest rate relief,

torontosun.com/gouging

for handling
debt. His
website is
helpwithcollectioncalls.ca.

The lesson in all of this is
we've got o get back to basics.
Don't spend what you don’t
have, Ifyou must have it, but
can't afford i, use a lay-away
plan, like the one offered by
Santas Choice, the largest cat-
alogue retailer of premium
brand seasonal food and gift
items. Don't let greed get in
the way of commaon sense
investing. GI1Cs are not dirty
dogs, alter all. Derivatives
and assel-backed commercial
paper are. A mortgage-lree
home is your best assel. Cash
is king. Debt is out.



