
’ve been writing this column for almost 
30 years and have covered a lot of 
topics.  This may be the most important 

topic I have ever covered.
Let me tell you a true story about a 

family that bought a house here last 
summer.  The modest house was $860,000 
and with a $215,000 or 25 per cent down 
payment their mortgage was $645,000.  
The banks were offering variable rate 
loans at 2.85 per cent or fixed at 5 per cent.  
So, they took the variable rate, and in case 
you’re wondering, so did the majority of 
other borrowers at that time.  

Their monthly payment of $3008 
knocked $1492 off the principal and would 
be paid off in 25 years.  Last fall the Bank 
of Canada started upping the rates and at 
one point the pay back time was 93 years.

Today their interest rate is 5.85 per cent 
and let me quote a sentence from the bank.  
“With this rate change, your principal and 
interest payments are no longer enough to 
cover the interest that is due on your 
mortgage loan.”  None of the $3008 is 
paying any principal and the loan amount 
is higher every month and compounding.  
This situation is true for 1 in five families 
with mortgages today. 

What I just described is only the tip of 
the iceberg.  Just a couple of years ago 
many families secured fixed mortgages at 
just 1.5 or 2 per cent.  It’s kind of human 
nature to buy the nicest home you can 
afford.  If you’ve been listening to the 
news, the Bank of Canada has stated the 
current rates are going to stay where they 
are for quite a while but could go up.

When the five-year term comes up for 
all these mortgages their payments are 
going to triple or even quadruple at current 
rates.  They can’t go to a different bank 
because they simply won’t qualify for a 
loan.  If they sell their home, it may be 
worth substantially less than what they 
paid for it.

Many of us old-timers may tell you 
about how the rates went up to 20 per cent 

in 1980.  When I purchased my first house 
in 1976 the rate was 12 per cent, and after 
five years we had to renew at 18 per cent.  
It was a tough pill to swallow but we 
managed because average homes back 
then valued about three or four years 
wages.  Today, most homes are worth 10 
times the standard family income.

The rates gradually dropped from the 
high of 20 per cent over 40 years to record 
lows of 1per cent just a few years back.  
By decreasing the rates that much is setting 
up the perfect storm because they could 
only go up.  If the Bank of Canada is there 
to create stability, they failed at that.

Kind of interesting is that the huge rate 
increases in the 1980s were during Pierre 
Trudeau’s reign, and the current trend is 
during his son’s time in office, both as a 
result of government over-spending. 

Old-timers may tell you about rates
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