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Fear of Renewal: Most new homebuyers ‘very worried’
next term will bring much higher monthly payments

Half of variable rate mortgage holders having a tough time financially; one-in-three with fixed rate

May 2, 2023 - The Bank of Canada And whether you’re paying a mortgage,

held its key rate firm in April, but five renting, or otherwise, would you say the
more dates are set aside for possible financial asbect of this is:
rate changes in 2023. While Canadians P ’

— particularly in urban centres — have

been voicing concern about housing
affordability for years, the Bank’s e 25%
decision to raise its target overnight 3% °
rate eight times since the beginning of 25% 31% ° 35%

2022, and the subsequent rise in
mortgage lending rates, has many of
those already in the housing market
now adding their voices to the
affordability crisis.

A new study from the non-profit Angus 7% 6%
Reid Institute finds three-in-ten (30%)

. cep . . . Rent Own Variable Fixed
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and foreclosures have already begun to W Very difficult
rise. Tough
Regardless of what type of mortgage Manageable

they hold — fixed, variable or other —
Canadian homeowners are largely
unified in their concerns about what the METHODOLOGY:
interest rate hikes could mean for their
next renewal. Three-quarters (77%) say | The Angus Reid Institute conducted an online survey from March
they are worried about the additional 30-31, 2023, among a representative randomized sample of 1,600
cost future renegotiations could bring. Canadian adults who are members of Angus Reid Forum. For
comparison purposes only, a probability sample of this size would
. carry a margin of error of +/- 2 percentage points, 19 times out of
Theose CONCErns areé near unanimous 20. Discrepancies in or between totals are due to rounding. The
(91%) amqng thpge whose mortgage survey was self-commissioned and paid for by ARI. Detailed tables
terms are in their infancy, with 25 or are found at the end of this release.
more years left in their amortization

H Easy — no worries at all

schedule and drop slightly below a
majority for those who have five or fewer years to go (44%).

More Key Findings:

e Half of those with a variable rate mortgage say they have recently taken money out from a
savings account they try not to touch (50%). While renters are less likely to have done this (41%),

CONTACT:
Shachi Kurl, President: 604.908.1693 shachi.kurl@angusreid.org @shachikurl
Dave Korzinski, Research Director: 250.899.0821 dave.korzinski@anqusreid.org



mailto:shachi.kurl@angusreid.org
mailto:dave.korzinski@angusreid.org
https://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/
https://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/
https://angusreid.org/housing-prices-2021/
https://financialpost.com/real-estate/mortgages/mortgage-defaults-foreclosures-rising
https://financialpost.com/real-estate/mortgages/mortgage-defaults-foreclosures-rising
http://www.angusreidforum.com/

ANGUS

¥ REID
INSTITUTE

Page 2 of 9
they are more likely to have borrowed from friends or family (21%) than owners (9%) to make
ends meet.

¢ Nearly one-in-five homeowners (18%) say they would lose money if they were forced to sell their
home. This proportion rises to one-quarter (24%) among those whose mortgage term exceeds 25
years.

About ARI

The Angus Reid Institute (ARI) was founded in October 2014 by pollster and sociologist, Dr. Angus
Reid. ARl is a national, not-for-profit, non-partisan public opinion research foundation established to
advance education by commissioning, conducting and disseminating to the public accessible and
impartial statistical data, research and policy analysis on economics, political science, philanthropy, public
administration, domestic and international affairs and other socio-economic issues of importance to
Canada and its world.

INDEX
Part One: Current housing struggles
Part Two: Interest rate concerns

Appendix: Demographics of owners and renters in this study

Part One: Current housing struggles

Housing affordability has been among the top issues in the nation — regardless of region — for several
years now. Nearly half of renters (46%) say they’re in poor or terrible financial straits right now. They’re
joined by three-in-ten (27%) homeowners. Notably, however, those who hold a variable rate mortgage are
significantly more likely to say they’re facing challenges. This, as the variable |ending rate has increased
from close to one per cent to over five per cent in the past 18 months.
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How are things going for you? Would you say financially you are:

53%

10%

Rent Own Variable Fixed
(n=473) (n=1,018) (n=128) (n=497)

Total Rent or Own Mortgage rate
(n=1,600)

M In terrible shape, barely getting by
I In bad shape
M In good shape

M In great shape — can handle anything that comes over the long term

While overall self-assessments of financial well-being find Canadians in a more challenging place this
year than in recent years, the likelihood of being in a bad place financially shows a correlation with the
amount of time remaining on a person’s mortgage. Those who purchased most recently are most likely to
report challenges, whether from the capital needed to make the purchase, or the changing financial
conditions which have made their purchase more difficult to handle:
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How are things going for you? Would you say financially you are:
“ ﬂ
63%
55% “
11% 14%
Paid off already Within 5 years 10 years 15 years 20 years 25 years or
(n=327) (n=96%) (n=115) (n=125) (n=160) more
(n=160)
Total Mortgage term
(n=1,600)

H In terrible shape, barely getting by

M In bad shape

M In good shape

H In great shape — can handle anything that comes over the long term
*Smaller sample size, interpret with caution
The financial pressure of rising rates is shown when Canadians are asked to evaluate their rent or
mortgage payments. Those with variable rate mortgages are more likely than those locked in to say they

find their mortgage tough or difficult to pay. As well, half of renters (46%), who often find their rents
increase as their landlords’ mortgage costs rise, also say they are struggling with their monthly rent:

And whether you’re paying a mortgage, renting, or otherwise, would you say
the financial aspect of this is:

16%

42%

6%

Rent Own Variable Fixed
(n=463) (n=913) (n=128) (n=497)

Total Rent or Own Mortgage rate
(n=1,600)

B Easy — no worries at all m Manageable m Tough ® Very difficult m Not applicable/Not paying rent or mortgage
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Challenges for those with variable rates — seeing their payments increase unexpectedly over the past
year or more — are evident when analyzing other behaviours. These individuals are much more likely to
say that they have been cutting back in other areas of their lives, including delaying major purchases or
contributions to savings:

In the last few months, have you or your household done any of the
following to cut back on spending?

0,
Cutting back on discretionary spending 67%

71%

. 65%

43%
Delaying a major purchase, e.g. home, car, major 45%

appliance 47%
54%
35%
. . T 35%
Deferring/not making a contribution to an RRSP or TFSA 39%
(]
44%

-
0,
Other, specify: 9%

8%

B 0%
18%
None of these/Prefer not to say 15%
B 6%
B Total H Rent Owner with fixed rate mortgage B Owner with variable rate mortgage
(n=1,600)  (n=473)  (n=497) (n=128)

Canadians from all walks of life have been making their own financial adjustments in recent months.
Indeed, two-in-five have withdrawn money from accounts they try not to touch. This rises 10-points higher
among those with variable rate mortgages. Homeowners are also more likely than renters to have sought
out a loan from a bank or other financial institution:
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And, in the last few months, have you or your household done any of the
following to help pay your bills/expenses?

40%
Drawn money from savings or another account you try _ 41%

not to touch 45%

. . 21%
Borrowed money from friends/family

11%
I 13%

Sold an asset — cars, stocks, etc. 12%

12%
I 15%

8%

Taken out a loan from the bank 7%

11%
I 13%
4%
Taken out a loan from a pay-day loan company — 8%

Money Mart, etc. 4%
B 3%

R

e 6%
Other, specify: 2%
B 2%
43%
None of these/Prefer not to say 24%
35%
M Total W Rent Owner with fixed rate mortgage ™M Owner with variable rate mortgage
(n=1,600)  (n=473)  (n=497) (n=128)

Part Two: Interest rate concerns

Interest rates have climbed significantly in the past 12 months. Canadian homeowners holding variable
rate mortgages were more exposed to the rise. Economists estimate that two-thirds of variable rate
mortgages will have reached their trigger rate with the latest Bank of Canada hike in January, which
means a larger proportion of the holders’ monthly payment will be going towards interest rather than
paying down the principal on the loan. Still, even fixed rate mortgage holders will feel the effect as many
have to renegotiate their rates every five years.
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Notably, those on fixed mortgages (77%) are as likely as those on variable rate ones (77%) to say they
are worried about their next mortgage renewal.

However, it is newer buyers, or those who perhaps extended the term on their mortgage to lower their
monthly payments, who are much more concerned about their next mortgage renewal than those who
have less term left on their loan. More than half (56%) of those whose remaining term is 25 years or
longer say they are very worried their next renewal will significantly increase their monthly payment. That
proportion falls as the respondents’ term shortens:

Thinking about your next mortgage renewal, which best describes how you
feel about it?
(Among those with a mortgage)

é . 5 ;gg
13%
9 ) 15%
14% 26% 14% 0
35%
50%
42% 48% 40% 44%
44%
36% 56%
35% 33% SR 37% 34%
23%
Within 5 years 10 years 15 years 20 years 25 years or Variable Fixed
(n=96%*) (n=115) (n=125) (n=160) more (n=128) (n=497)
(n=160)
Total Mortgage term Mortgage rate
(n=690)

W Very worried — it may cost significantly more = Worried it may cost more
 Not that worried B Not at all worried

M Not sure/Can’t say

*Smaller sample size, interpret with caution

There has been a significant correction to housing prices in recent months in Canada. In February, prices
had fallen 15 per cent from the peak seen in February 2022. But prices still have not dropped below pre-
pandemic levels, and represent a significant appreciation in value for most Canadian homeowners if they
had bought at any time prior to 2020.

This is reflected in the fact that an overwhelming majority of mortgage holders (75%) say they would
make a little or a lot of money if they were forced to sell their home today. Those who have the longest
term remaining, possibly those who purchased at the peak of the price spike last year, are the most likely
to say they would lose money if they were forced to sell (24%):
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If you were forced to sell your home now, would you make
money or lose money?
(Among those with a mortgage)

7% 6% 7% 7% 7%
6% 8% 8% 9% 7%
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6%
6%

38%

43% 48% 43% 47%
48%

31% 26% 31% 31%

Within 5 years 10 years 15 years 20 years 25 years or Variable Fixed

(n=96%) (n=115) (n=125) (n=160) more (n=128) (n=497)
(n=160)
Total Mortgage term Mortgage rate
(n=690)

B Would make alot ® Would make a bit = Would lose a little

Appendix: Demographics of owners and renters

B Would lose alot  m Not sure/Can’t say

As conventional wisdom suggests, renters tend to be younger — between the ages of 18 and 34 — than
homeowners. Overall, two-thirds of adults in this sample own the home they live in. Owners also tend to

have higher household incomes.

When it comes to your living situation, do you rent, own or do you have some

sort of other arrangement?

78%
70%
64% 63%
43915% 47%
0,
30% 9 35% 29%
26% o
21% o,
o 17%
7% 12% ) 8%
4% 1%

18-34 35-54 18-34 35-54
(n=215) (n=251) (n-311) (n=210) (n=262)
Total Male Female

(n=1,600)

HRent B Own ®Some other arrangement

74%

22%

3%

(n-348)
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When it comes to your living situation, do you rent, own or do you have some
sort of other arrangement?
72% 78% 75%
64% 62%
0,
°2% 4394+7%
30% 30% 29%
17% - 24% 21% 22%
0,
o [ A (||
= O [ | - - -
18-24 25-34 35-44 45-54 55-64 65+
(n=94%*) (n=333) (n=283) (n=232) (n=301) (n=357)
Total Age
(n=1,600)
HRent B Own B Some other arrangement
*Smaller sample size, interpret with caution
When it comes to your living situation, do you rent, own or do you have
some sort of other arrangement?
88% 89%
80%
64% 66% 65%
52%
39%
30% 30%
20%, 195 14%
7% 0 9% o ‘W, 10% 9%
I . . 2% 3%
= [ | - - ] . [ ]| -
Less than $25K  $25K-$49K $50K-$99K  $100K-$149K  $150K-$199K $200K+ (n=73%)
(n=132) (n=235) (n=532) (n=325) (n=126)
Total Household income level
(n=1,600)
HRent WOwn M Some other arrangement

*Smaller sample size, interpret with caution

For detailed results by age, gender, region, education, and other demographics, click here.

For detailed results by mortgage term, type of mortgage, renters and owners, click here.
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