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Buyers Guide

Buying a home can be one of your most significant investments in life. Not only are you choosing your dwelling place, and the place in which you will bring up your family, you are most likely investing a large portion of your assets into this venture. The more prepared you are at the outset, the less overwhelming and chaotic the buying process will be. The goal of this page is to provide you with detailed information to assist you in making an intelligent and informed decision. Remember, if you have any questions about the process, I am only a phone call or email away! 
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Working With an Agent (Mario Rizzi()

When buying a house, working with an agent is one of the most important things you can do. There are literally hundreds of thousands of dollars at steak. You have worked hard for your money, and a qualified and experienced agent like myself will work hard to see that you purchase a home that you will enjoy.

Buying a house is a very complex process. Besides considering commercial, financial and legal aspects, you must also put your skills in negotiation and sales to work.

Why not make your life easier by handing this task over to an expert like myself. As a member of the Greater Montréal Real Estate Board, I will help you successfully throughout the process.

I hold a real estate agent certificate from the Association des Courtiers et Agents Immobiliers du Québec (ACAIQ). A skilled negotiator, I have at my disposal all the tools and solid references you will need to complete the home buying process. From building inspectors and notaries to financial institutions or mortgage brokers, I am a single access point! Also, my presence provides the legal protection stated in the Real Estate Brokerage Act. 

 
I will inform you about properties that meet your needs and budget thanks to privileged access to the Multiple Listing Service® . I will accompany you during visits of prospective homes to objectively analyze the different characteristics of the property. As a skilled negotiator, I am there  to represent you when it comes time to negotiate, a delicate task where the help of an accomplished professional is very much appreciated.

All this at no cost to you!

We will work together to find a home that meets all of your needs. I will drive hard to get the best price possible, and you will always be able to contact me, day or night with any concerns you may have. All this at no cost, what so ever, to you. You have to sign absolutely no contracts with me. 

An Important First step in Finding the Right Home

A very important step in the home buying process is getting pre-qualified for a mortgage on a home. This is important because if you will be financing your purchase you will want to know exactly how much “Home” you can afford.

As your agent, I have a McGill Bachelors Degree in Commerce, Majoring in Finance. I will be able to help you and advise you through every step of the process. I can Pre Qualify you for a mortgage, or I can refer you to an independent mortgage broker who will take care of all your needs.

Market Overview

According to a survey conducted on behalf of the Greater Montréal Real Estate Board (GMREB) at the end of 2003, nearly 213,000 households expect to buy a home in the next five years.

From this amount, roughly 71,000, or 5% of all households, were considering buying in 2004. This trend has proven to be correct because during the 1st quarter of 2004, more than 28,500 properties were sold through the GMREB S.I.A.®/MLS® system.

"These numbers match those obtained in the first survey we conducted in 2001," says Michel Beauséjour, FCA, GMREB Chief Executive Officer. "As a result, 2002 was a record year in terms of resale with close to 50,000 transactions. This leads us to believe that 2004 will be another vintage year, probably as good or maybe even better than 2002."

Significant economic and demographic factors

A house represents an important investment for a family; not only as a place to live but also because it reflects one's needs and aspirations. You buy a house initially to improve your quality of life and in due course, to build a positive financial asset.

Did you know that family worth has increased since 2000? The average price of a property in the Greater Montreal area has increased by 50%, which is a sign of healthy growth. What could explain this situation? According to Michel Beauséjour, five major factors are in the mix:

1. Interest Rates: They are currently very low, which means easier access to a property. Good news for borrowers, there are no indications of a major interest rate increase in the short or intermediate term.

2. Consumer Confidence: The economy has grown by 18% since 1998. The higher the level of confidence is, the more consumers invest and buy properties. This has a positive influence on the real estate market.

3. Job Creation: Since the end of the nineties, 436,000 jobs have been created, which means that Quebec has known a period of prosperity for six years. When you are employed, you have the means of buying a house.

4. Rental Unit Vacancy Rate: It is presently about 1% (2004) in the Greater Montreal area, which means that few families, who would like to move, can find a vacant apartment that meets their needs. The option left to consider is to buy a house, a plex or a condominium. It is definitely advantageous to trade up from being a renter to a home owner thanks to low interest rates and incentive programs such as the Home Buyers Plan (HBP).

5. The "Generation Shuffle": The baby boomers are reaching retirement age. They are at a stage when they sell the family residence in order to buy a property which better meets their needs. They either buy a condominium or a cottage or . both! At the same time, the 25 to 35 year old generation is entering into the real estate market and is actively looking for a property in order to settle down. The effect is an increasing number of transactions and a growing interest of families in the real estate market.

Is it still time to buy?
"It is still the time, if you make a well-planned purchase," says the GMREB spokesman. He reminds buyers that they must first determine which criteria matter to them, which are negotiable and non-negotiable, in keeping with their budget and with a long-term perspective.

The table below will help you realize that buyers add value to their assets by owning a home worth more as well as profiting from low interest rates to pay off their mortgage capital more quickly. For a supplementary payment of merely $35 per month, a house owner can pay off the capital by an additional $1,680. "It is like money in the bank and your property continues to increase in value," concludes the Chief Executive Officer of the GMREB. 
	 
	Single family 
$123,000 (2000)
	Single family 
$166,000 (2003)

	Interest rate (5 year / 25 year amortization)
	8,5 %
	5,5 %

	Monthly/Yearly payment
	978 $ / 11 736 $
	1 013 $ / 12 156 $

	Applied to the capital
	1 536 $
	3 216 $


Important information for first time owners

The Best Investment

As a fairly general rule, homes appreciate about five percent a year. Some years will be more, some less. The figure will vary from neighborhood to neighborhood, and region to region.
Five percent may not seem like that much at first. Stocks (at times) appreciate much more, and you could earn over six percent with the safest investment of all, treasury bonds.
But take a second look…
Presumably, if you bought a $200,000 house, you did not pay cash for the home. You got a mortgage, too. Suppose you put as much as twenty percent down – that would be an investment of $40,000.
At an appreciation rate of 5% annually, a $200,000 home would increase in value $10,000 during the first year. That means you earned $10,000 with an investment of $40,000. Your annual "return on investment" would be a whopping twenty-five percent.
Of course, you are making mortgage payments and paying property taxes, along with a couple of other costs. However, since the interest on your mortgage and your property taxes are both tax deductible, the government is essentially subsidizing your home purchase.

Your rate of return when buying a home is higher than most any other investment you could make.

Everywhere in Canada, the value of real estate investments greatly increased in value in 2002 and 2003. In the Greater Montreal area, the average price increase was 13% and 16%, respectively. The average price of a single-family home in the Greater Montreal area increased to $166,000 in 2003 from $107,000 in 1996, representing a 55% growth, or an "average yield" of 7.9% per year.
Tax Savings

Also, if you should decide to sell your home after living in it for at least 1 year, you will be exempt from paying a capital gains tax on any profit you make from the home sale. Meaning, if you buy a home in 2005 for $200 000, and it appreciates in price at only 5% per year, in 5 years it will be worth over $255 000.  If you decide to sell that home, you will not have to pay tax on any of gains; you make a profit of $55 000!

Stable Monthly Housing Costs
When you rent a place to live, you can certainly expect your rent to increase each year – or even more often. If you get a fixed rate mortgage when you buy a home, you have the same monthly payment amount for thirty years. Even if you get an adjustable rate mortgage, your payment will stay within a certain range for the entire life of the mortgage – and interest rates aren’t as volatile now as they were in the late seventies and early eighties.
Imagine how much rent might be ten, fifteen, or even thirty years from now? Which makes more sense?
Forced Savings
Some people are just lousy at saving money, and a house is an automatic savings account. You accumulate savings in two ways. Every month, a portion of your payment goes toward the principal. Admittedly, in the early years of the mortgage, this is not much. Over time, however, it accelerates.
Second, your home appreciates. Average appreciation on a home is approximately five percent, though it will vary from year to year, and in some years may even depreciate.. Over time, history has shown that owning a home is one of the very best financial investments.

Paying a house is a bit like making long-term savings. Instead of paying rent to someone else, your monthly mortgage payments are used to finance your assets and build sizeable capital that you will recover upon completing your payments.
Freedom & Individualism 
When you rent, you are normally limited on what you can do to improve your home. You have to get permission to make certain types of improvements. Nor does it make sense to spend thousand of dollars painting, putting in carpet, tile or window coverings when the main person who benefits is the landlord and not you.
Since your landlord wants to keep his expenses to a minimum, he or she will probably not be spending much to improve the place, either.
When you own a home, however, you can do pretty much whatever you want. You get the benefits of any improvements you make, plus you get to live in an environment you have created, not some faceless landlord.
Writing an Offer to Purchase Real Estate
Once you find the home you want to buy, the next step is to write an offer – which is not as easy as it sounds. Your offer is the first step toward negotiating a sales contract with the seller. Since this is just the beginning of negotiations, you should put yourself in the seller’s shoes and imagine his or her reaction to everything you include. Your goal is to get what you want, and imagining the seller’s reactions will help you attain that goal.
The offer is much more complicated than simply coming up with a price and saying, "This is what I’ll pay." Because of the large dollar amounts involved, especially in today’s litigious society, both you and the seller want to build in protections and contingencies to protect your investment and limit your risk.
In an offer to purchase real estate, you include not only the price you are willing to pay, but other details of the purchase as well. This includes how you intend to finance the home, your down payment, who pays what closing costs, what inspections are performed, timetables, whether personal property is included in the purchase, terms of cancellation, any repairs you want performed, which professional services will be used, when you get physical possession of the property, and how to settle disputes should they occur.
It is certainly more involved than buying a car. And more important.
Buying a home is a major event for both the buyer and seller. It will affect your finances more than any other previous purchase or investment. The seller makes plans based on your offer that affect his finances, too. However, it is more important than just money. In the half-hour it takes to write an offer you are making decisions that affect how you live for the next several years, if not the rest of your life. The seller is going to review your offer carefully, because it also affects how he or she lives the rest of their life.
That sounds dramatic. It sounds like a cliché. Every real estate book or article you read says the same thing.
They all say it because it is true.
Contingencies in a Purchase Offer
In most purchase transactions there may be a slight challenge or two, but most things will go quite smoothly. However, you want to anticipate potential problems so that if something does go wrong, you can cancel the contract without penalty. These are called "contingencies" and you must be sure to include them when you offer to buy a home.
For example, some "move-up" buyers often agree to purchase a home before selling their previous home. Even if the home is already sold, it is probably a "pending sale" and has not closed. Therefore, you should make closing your own sale a condition of your offer. If you do not include this as a contingency, you may find yourself making two mortgage payments instead of one.
There are other common contingencies you should include in your offer. Since you probably need a mortgage to buy the home, a condition of your offer should be that you successfully obtain suitable financing. Another condition should be that the property is required to undergo certain inspections, and that the offer to purchase is conditional upon the home passing those inspections.
Basically, contingencies and clauses protect you in case you cannot perform or choose not to perform on a promise to buy a home. If you cancel a contract without having built-in conditions and contingencies, you could find yourself in unnecessary situations with a lot of money at risk.

The Deposit
After you have come up with an offer price, the next step is to determine how large a deposit you want to make with your offer. You want the "money deposit" to be large enough to show the seller you are serious, but not so large you are placing significant funds at risk.
One recommendation is to make sure your deposit is less than two to three percent (depending on your location) of your offered price. The reason for this is that if your deposit is larger than that, your bank lender will pay particular attention to how you came up with the funds. You might have to provide a copy of a canceled check along with a bank statement showing you had the money to begin with. Normally, this is not a problem, but if you are barely coming up with your down payment, it could pose an inconvenience.
As with practically everything in real estate, there are exceptions to this rule, too. During a hot market there may be multiple offers on the property that interests you. A large deposit may impress a seller enough so they will accept your offer instead of someone else’s, even when your unknown competitor is offering the same price or slightly higher.
Since large deposits do impress sellers, you may also find that by making a large deposit you can convince the seller to accept a lower offer. More money up front may save you money later.
There are also times when closing can be delayed by weeks, through no fault of your own. Have back-up plans prepared for such a contingency.

Important Note:

Having a deposit in Quebec is customary practice when buying most well valued homes however, a deposit is always optional, and it always remains the property of the person giving the deposit. The deposit will never go to the person selling the house, it is always kept in an account which the listing broker has set up and always remains the property of the person who provided it, until the deed of sale has passed at the notary. Furthermore, all deposits are insured by a special fund at the Association des courtiers et agents immobiliers du Québec (ACAIQ)

The Closing Date (Signing the Act of Sale at the notary)
It is absolutely essential that you include a closing date as part of your offer. This way both you and the seller can make plans for moving, and the seller can make plans for buying his or her next home. Though most transactions actually do close on the right date, do not be so inflexible that a delay creates insurmountable problems.
For example, if you are renting and need to give the landlord notice that you are moving out, you may want to allow a little flexibility. Otherwise, if your purchase closes a few days late you could find yourself staying in a motel with your belongings packed in a moving van somewhere while you pay storage costs.
There are also times when closing can be delayed by weeks, through no fault of your own. Have back-up plans prepared for such a contingency.
Transfer of Possession
A transaction is considered "closed" once the deeds have been recorded at the notary. Then you own the home. However, it is not always possible for you to occupy it immediately. This can happen for several reasons, but the most common is that the seller may be purchasing a home, too. Usually, it is scheduled to close simultaneously with your purchase of their home.
It is sort of like being at a red light when it turns green. Although all the cars see the light change at the same time, the guy at the back of the line doesn’t begin moving until all the cars ahead of him have started.

Furthermore, when signing documents at the notary, the notary will usually take 3 days to conduct thorough searches at City Hall to ensure that there are no liens or registrations against the property which could cause the sale to be annulled. It is only after all of these thorough searches are completed that the notary will hand over the money to the sellers. For this reason, sometimes sellers are reluctant to allow buyers to move into the home before they have received their money.
As a result, it has become customary to allow the seller up to a maximum of three days to turn over actual possession and keys to the home. When transfer of possession actually occurs should be clearly laid out in your offer to prevent confusion later.
Disclosures From the Seller
Although you have toured the property, looked at the walls and ceiling, turned on the faucets and played with the light switches, you have not lived in it. The seller has years of knowledge about his or her home and there may be some things you want to find out about as quickly as possible. For this reason, you will require certain disclosures as part of your offer.
Basically, you want the seller to disclose any adverse conditions that may have a substantial impact on your decision to purchase the home. This would include any problems with the house, whether the property is in a flood zone, a noise zone, or any other kind of hazardous area.
If you have an agent representing you, this is almost automatic. Obtaining these types of disclosures should always be a part of your offer, and time is of the essence.
Financing a home

When you are buying a home, receiving the right financing terms may ultimately be the most integral part of the process. I can help you through the mortgage process and refer you to many good mortgage institutions that will be sympathetic to your needs. As an Agent for Sutton Quebec, we even have a dedicated team of mortgage brokers who will get you the most favorable terms on the market, and will be able to scan institutions across Canada for the best rates. Since I have a McGill Bachelors Degree in Commerce, Majoring in Finance, I will be able to help you and advise you through every step of the process.
Down Payment
As part of your offer, you will need to disclose the size of your down payment. Once again, this allows the seller to evaluate your likelihood of obtaining a home loan. It is easier to get approved for a mortgage when you make a larger down payment. The underwriting guidelines are less strict.
Interest Rates
Another reason for including financing information in your offer is to protect yourself. If interest rates suddenly become volatile and rise quickly, as sometimes happens, you may looking at a mortgage payment much higher than you anticipated. By putting a maximum acceptable interest rate in the offer, you are protecting yourself from such an occurrence.
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