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    Times have changed when it comes to buying that first home. Salaries have just not kept pace with rising real estate costs, and Sudbury is no exception to this trend. In fact, our city has a healthier sale price for homes than in Toronto or Vancouver as they have experienced a reduction due to the overbuild of condominiums.
This problem of high housing prices is responsible for the rising number of families seeking help from Mom and Dad, or Grandma and Grandpa. Historically, family financing assistance for houses was 4% in 2004, and the statistics from the Bank of Canda and TransUnion show it is now up to 11% as 74% of children do not qualify for a mortgage.
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																																																																																																																																																																																																																																																																																																																																																																																													When Mom, Dad, Grandparents and other family members become co-signers and/or puts up the funds for the downpayment, kids looking for their first home can qualify for a mortgage at the bank.

However, what is often happening is that now those kids (with the addition of their families’ financial support) increase their purchasing power and are able to buy a higher value home. It’s important to note that ‘everyone’ involved in a house that has family funded financing, is at risk. 

Parents risk being in debt for many years and possibly stuck holding the mortgage totally if financial trouble arrives either through job reduction, losses, or a divorce. Children are at risk as their cash flow could be a challenge juggling all the higher payments and dealing with the unknowns of repairs or other life issues that disrupt their finances.

If a family loan funded a downpayment, a handshake or verbal promise to repay is a concern so, having a legal document drafted that identifies the loan amount, the names of all the people involved, a payment schedule and an end date are needed for true safety. Without such a document, your child who may be married or planning to marry, could go through a future break up, and then your money goes up in smoke.  Now you have also given your child’s ex-partner your hard earned money, whether you like it or not.

Besides a loan document, having the proper details to protect your estate if you loaned or gifted money to your children is essential. The legal loan document allows the debt to remain for the partner of your child, and you can forgive the remaining portion to your child in your will, if you wish.

Even though it may seem unnecessary and too formal to have official documents between family members, when it comes to loans, gifts, money, and co-signing, it is the best way to maintain security and good family relations for years to come. 

Home is where the heart is, until it comes to money!
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When Mom, Dad,  G randparents   and other family members become co - signers  and/ or  puts up  the  funds   for   the downpayment, kids looking for their first home  can   qualify for a mortgage at the bank.     However, what is often happening is that now those kids   (with the addition of their families’ financial  support)   increase their purchasing power  and are  able to buy a higher value home.  It’s important to note  that ‘e veryone ’   involved in a house that  ha s family funded financing ,   is at risk.      Parents risk being in debt  for many years   and possibly   stuck   holding the mortgage totally if financial trouble  arrives either through job reduction,  losses,   or a divorce. Children are at risk as their cash flow could be a  challenge juggling all the   higher   payments and dealing with the unknowns of repairs or other life issues that  disrupt their finances.     If a   family   loan  funded   a downpayment, a handshake or verbal promise   to repay   is a concern so ,   having a  legal document drafted that identifies the loan amount, the names of all the people involved, a payment  schedule and  an  end date are needed for true safety. Without such a document,  your   child   who may be  married   or  planning to marry,  could go through a future  break up,   and then your   money goes up in smoke .     N ow  you  have also  g iven   your child’s  ex - partner   y our hard earned money , whether you like  it   or not.     Besides  a   loan document, having the proper details to protect your estate if  you  loan ed   or gift ed   money   to  your  children is essential. The legal loan document allows the debt to remain  for the partner of your child,  and you can forgive the remaining portion to your child in your will, if you wish.     Even though i t   may seem  unnecessary and too formal   to have official documents between family members ,   when it comes to loans, gifts, money,  and  co - signing, it is the best way to maintain security and good family  relations for years to come.      Home is where the heart is, until it comes to money!  

Times have changed when it comes to buying that first home.  Salaries have just not kept pace with rising real estate costs,  and Sudbury is no exception to this trend. In fact, our city has  a healthier sale price for homes than in Toronto or Vancouver  as th ey  have  experienced a reduction due to the overbuild of  condominiums .   This problem of high housing prices is responsible for the  rising number of families seeking help from Mom and Dad, or  Grand m a and Grand p a.  Historically,   family financing  assistance for houses was  4% in 2004,  and  the statistics from  the Bank of Canda and TransUnion show it is no w   up to 11%   as 74% of children  do not   qualify for a mortgage.  

 

