
 

 
 
Welcome! Chances are, you’ve downloaded this whitepaper because I was extolling the virtues of refinancing your home’s 
existing mortgage on my website. To recap, now is an excellent time to take advantage of historically low interest rates and 
rising property values in order to refinance your home’s (and possibly your household’s) debt.  
 
The simplest refinancing is breaking your current mortgage in favour of a new one having a significantly lower rate. Of course, 
this translates into lower monthly payments and a relatively lower cost of home ownership over the term of the new mortgage. 
 
As mentioned above, another refinancing maneuver is to access the increasing equity in your home (by virtue of rising 
property value and/or the principal you have already paid down) while switching lenders. In this case, your new lender 
assumes the outstanding balance of your old lender’s mortgage and also advances you further cash, adding to the mortgage 
balance due. This is commonly known as an equity takeout, or ETO. Equity takeouts are commonly used to consolidate your 
other consumer debts; to finance large ticket items such as renovations or tuitions; and to take advantage of investment 
opportunities (such as maxing out your RRSP’s, or acquiring additional real estate). At interest rates this low, it actually bodes 
relatively well to tap into that tax-free equity. 
 
The big caveat in the process of refinancing is that there are costs involved. To get warm and fuzzy, an incoming lender will 
require a current valuation of your home, usually in the form of an appraisal; and there will also be the legal/title fees of 
discharging your old bank’s mortgage from your home and registering your new bank’s mortgage on it. Most of all, there will 
be the penalty levied by your old bank, for having broken their mortgage early (unless your old mortgage is maturing and up for 
renewal – I have a different article on that). And some penalties can be surprisingly stiff. So: please note that depending on the 
type of mortgage you have and how your old bank calculates penalties, your overall costs of leaving may be so large that the 
benefit of your new bank’s lower rate will never absorb them. Now flipside, many refinancing opportunities offer such great 
savings that the cost of the switching is soaked up in a handful of new payments – with years of savings to follow for the 
balance of the term. That’s good finance.  
 
A big potential fringe benefit to switching lenders is that you may coincidentally wind up in a new mortgage that is superior in 
many more ways than just a lower rate. The new product may feature far more flexible pre-payment privileges, a larger variety 
of payment frequency options, far lower potential penalties and more. Leave that shopping to your friendly mortgage advisor. 
 
Finally, speaking of advisors – make sure to ask your professional to design and implement an inflation-hedge mortgage 
strategy for you on your new loan. Without getting into detail here, it’s a plan to minimize the likelihood that today’s comfy low 
rates won’t hurt you in the future. 
 
Without further ado, please check out the refinancing example on the next page. 
 
  



 

 

Let’s Do the Math 
 
These clients own a home that had a five-year closed mortgage at a fixed rate of 3.19%. The mortgage’s balance is $557,000 
and there were eight months left in the term. They sought a refinancing in order to: 
 
- Leave their bank for a lower rate (penalty and costs of $5,478) 
- Pay off the loan on their SUV (balance $39,500, rate 5.95%, payment $955/mth) 
- Clear their Visa (balance $18,000, rate 19.99%, monthly minimum payment $378/mth) 
 
A new lender approved the clients for a mortgage of $620,000, at a five-year fixed rate of 2.59%. This re-fi paid out the old 
mortgage and incurred the costs of the switch; paid off the truck; and zeroed the Visa. 
 

Mortgage PRE-Fi RE-Fi Difference 

Balance $557,000 $620,000 +$63,000 

Amortization 25 Years 25 Years Nil 

Rate 3.19% 2.59% -0.60% 

Monthly Cash Flow PRE-Fi RE-Fi Difference 

Truck Payment $955 $0 -$955 

Visa Minimum $378 $0 -$378 

Mortgage Payment $3,067 $2,805 -$262 

Total $4,400 $2,805 -$1,595 

 
The bottom line in this scenario is that thanks to a mortgage refinancing, the clients have consolidated expensive consumer 
debt into their much lower-rate mortgage, AND their cash flow has improved to the tune of almost $1,600 per month. I will also 
point out that the cost of this endeavour ($5,478) is absorbed by the superior rate in 21 months – about a third of the way into 
the new mortgage’s term. Comparing hypothetical apples to apples: if we were to simply switch over the $557,000 mortgage 
without taking out any equity other than for the switching costs, the payment would go down from $3,067 to $2,545. This 
monthly savings of $522 would absorb the cost of switching within the first year. A good thing too!  
 
These clients will need to exert more discipline with their credit card moving forward; nonetheless the title on their truck is 
now clear. Not to mention, the new mortgage offered superior pre-payment privileges to their old mortgage; and while they are 
not yet in a position to tale full advantage of either the 20% annual lump sum principal payments or a once-a-year increase in 
their monthly payment by 20%, they will be to an extent – by following an inflation-hedge mortgage strategy I designed for them 
in order to soften the potential blow of increased rates five years from now, when it’s time to renew. Ask me for details. 
 

Okay, I’m In! 
 
If you’re keen to see how today’s mortgages can help you, please start digging up the documents I’ll need on you and your 
property (a list is here) – and give me a call. We’ll “Do the Math” and take it from there. Thank you for reading! 
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