
	  

 
 

Do NOT Sign that Mortgage Renewal Letter. 
 
Not ever! That letter is the opening shot of a negotiation between you and your bank, and they’re starting high. 
Borrowing from the vocabulary of professional sports: welcome to the world of “free-agency” as a borrower! As 
your latest mortgage reaches the maturity of its term, it’s time for you to look critically at your current lender: how 
they’ve been, how they are behaving around you now, how they’ll be – and whether you’re the same fit with them 
today as you were at the start. 
 
As mentioned in my other articles, certain mortgage institutions publish what are known as their Posted rates. 
These are openly advertised rates for mortgage terms of various length, which – without too much research on 
your part – turn out to be ridiculously high compared to the marketplace. Many mortgage renewal letters are spat 
out using Posted rates, or darn close, as their proposition.  
 
What’s never obvious is that these rates are entirely negotiable: this is an old-school bargaining tactic called 
“anchoring,” in which the bar is set so psychologically high that the customer’s expectations are moderated before 
a conversation with the bank even begins. To a customer sorely lacking in knowledge and/or negotiating 
assertiveness, a Posted five-year fixed rate of 4.74% makes asking for a more competitive 2.69% feel humiliating – 
by design. 
 
Thanks to the Internet and my industry, more and more Canadians are wise to the old Posted game – but if they 
didn’t work at all, Posted rates wouldn’t exist at all. Can you believe: according to research in a recent Globe & Mail 
article, not even half of mortgage renewers negotiate different terms than those presented in the renewal documents 
their bank sent. 
 
How’s this for a story? A client of mine recently got a canned renewal letter from his lender, offering what was 
actually a very competitive variable closed 5-year rate of Prime less 0.70% (at the time, 2.15%). Two months later, 
they emailed him, offering him an incredible improvement to Prime less 0.85% (an even 2.00%). And finally, five 
days later, they offered him Prime less 0.9% (an astounding 1.95%) PLUS more importantly, the prepayment 
privileges and revised amortization he wanted.  
 
These were some of the most aggressive renewal terms I had seen in some time. What on earth did my client do to 
strike such a deal?? NOTHING. He didn’t respond to the letter or the email at all; and five days after the email he 
finally answered one of their incessant phone calls, and asked them for what I told him to ask them for. 
 
 



	  

So ultimately, I did not win the renewal: but with a little pro bono work I gained the trust, relationship and advocacy 
of the client. How come? He came to realize that if he had just signed the letter (and done quite well), he would not 
have done nearly as well as he did in the end. And that irked the hell out of him. For the first term of his mortgage, 
he was a superior customer. But his bank had tried to renew him by mail with inferior terms. Thanks a lot! 
 
Keep in mind, that client was lucky: his aggressive lender opened the floor with a “great” offer to stay, and we 
pushed it to “stellar.” The vast majority of my clients begin with renewal offers that are mediocre at best – and 
they don’t get much better. Here’s how I advise them to think. 
 
Awkward Questions for your Renewing Lender 
 
Here are a few thought-provoking questions for the friendly employee or telemarketer at your renewing bank. 
 
Over the past term of my mortgage, how many times have you or your lending institution reached out to me? 
Whether it’s a condition of this mortgage or not, how often will your institution be soliciting me with other, 
unrelated financial products and services?  
 
How much will my penalty be if I sell my home or break this mortgage prematurely? 
As outlined in my other articles about breaking a term early, all mortgage penalties are not created equal. What’s 
important for the purpose of this interrogation is how the employee answers the question. If they answer it 
evasively and with complicated lingo (“well, that depends on A,B,C”), be cynical. That answer maybe technically 
correct; but a higher-road method of answering would be patiently walking through the institution’s process of 
calculating a penalty with you, using the simplest possible language and numbers. 
 
What mortgage strategy are you recommending to me and why? 
Emphasize the word “strategy” and listen closely. You should be able to decipher whether the person talking is: 
 

A. Clearly and confidently articulating the strategy behind the product they are recommending to you – the 
reasons why the product is suitable for you, your plans and your financial well-being. 
 

B. Ad-libbing with many interspersed “uh’s and um’s,” and constantly circling back to the features, benefits 
and rate of the mortgage on the table. 

 
C. Staring blankly, then offering to set up an appointment with the branch’s financial planner. 

 
 
If I’m renewing, that means I’m a loyal, repeat customer. Why didn’t you offer me your best terms to begin with? 
This is my favourite. You save this one for when they come back with a better deal. Just to hear them squirm. 
 

 
 
 
 
 
 



	  

Fear of a New Approval, Versus the “Safety” of Renewing 
 
Despite knowing some or all of the banks’ renewal tricks, and despite their outrage, a mind-boggling percentage of 
Canadian consumers still renew, or even-auto renew, with their old lenders. And in several cases, it’s lack of 
confidence more so than lack of knowledge.  
 
Since the beginning of your mortgage’s most recent term, have your personal circumstances adversely changed? 
Perhaps your income is reduced or you are carrying more debt than the last time around, and this scares you out 
of starting the mortgage approval process from scratch with a new lender. The process is arduous and runs the 
risk and stress of being declined.  
 
Suddenly, renewals – despite their vast shortcomings – look pretty good by contrast if you are in the wrong frame 
of mind. Renewals are not treated as new mortgage applications. Rather, you are being invited to stay – no 
questions asked; just swallow hard, sign and return the letter. 
 
If this is your thought process, I’m here to assure you that exploring your alternatives at renewal time is not nearly 
as daunting as you fear. Since your last term, you may well have lost touch with the mortgage-lending 
environment: a credible mortgage professional will be able to give you a snapshot of the landscape, including the 
general lending sentiment and policies. And if those are favourable, you may be pleasantly surprised by the 
prospect of getting approved elsewhere.  
 
Also remember that you’ve paid down your mortgage’s principal over the past several years, and this may factor 
into your ability to borrow, despite having less income now. Working with a new lending institution may also 
provide an opportunity for you to consolidate some of that increased debt during a refinancing of your property – 
particularly if your home’s market value has increased since the last time you renewed. 
 
Lean on your mortgage professional to confidentially do your grunt-work with a more feasible lender or lenders. 
Worst-case scenario after all the work is done? No comparable or superior alternatives are available to you. But 
remember – the ONLY way your original bank would find out if you’ve been exploring is if you succeed (when your 
mortgage advisor is notifying them that a switch is coming). If the exercise flops – quietly go back to the Plan “A” 
of renewing, but get your mortgage pro to keep your old bank honest. 
 

Breaking Up is Hard to Do…or Is It? 
 
If your current mortgage is coming up for renewal, remember – the start of your term was a long time ago and the 
mortgage landscape may have since changed to your advantage. Let’s keep your old bank playing fair; and if their 
field is no longer level, let’s go play elsewhere. 
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