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Real Estate Funding:
Building Wealth Through

Smart Financing



Introduction

Real estate financing is one of the most crucial aspects of buying, selling, or
investing in property. Whether you're purchasing your first home, refinancing
an existing mortgage, or looking to scale your real estate portfolio,
understanding how to navigate the funding landscape is key to making
sound financial decisions. This in-depth guide will walk you through the
fundamentals of real estate financing, break down various financing options,
and offer expert advice to help you secure the best funding for your goals.
Along the way, we'll also provide insights into government incentives and the
latest trends that may affect your funding options.

By the end of this guide, you'll understand how to secure the best deals,
avoid common mistakes, and access valuable resources to help you succeed

in real estate financing.

fBINnXD

@mngteamrealty mngteam.ca | info@mngteam.ca




Vision

Achieve positive results by building client relationships based on Honesty
and Trust, Guidance and Experience, Respect and Understanding, and
Integrity and Accountability. With 20+ years of experience, we have the
ability, knowledge and skill to help clients achieve their real estate goals.

Mission Statement

To be recognized as the leading provider of real estate services by delivering
a positive experience. We are passionate about real estate. Helping people
achieve their real estate goals is the foundation of cur success. Respecting
the individual needs of our clients sets us apart. Committed to delivering

unsurpassed excellence in service and understanding the profound impact of
real estate has on the lives of our clients.
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Understanding the
Basics of Real Estate
Funding

| earn the key concepts of real estate

financing.




Real estate financing involves obtaining funds to purchase property, whether it's for
personal or investment purposes. Financing typically comes from various sources:
traditional banks, credit unions, private lenders, government-backed loans, or
alternative lending platforms. The type of financing you choose depends on your
specific needs, finandial situation, and long-term goals.

Real estate financing is crucial because it allows you to leverage borrowed monsy 1o
acquire property, often with little upfront capital. However, the terms of your
financing will influence your overall cost, monthly payments, and investment returns.
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Before diving into different funding options, it's important to understand
some key terms that will be used throughout this guide:

Loan-to-Value (LTV)

The ratic of the loan amount to the appraized value of the property. A lower LTV (for
example, 80%) iz conzidered lezs rizky for lenderzs, meaning you'll likely get better rates.
However, a higher LTV may come with higher interest ratez and the need for mortgage

InzUrance.

Debt-to-Income Ratio (DTI)

The percentage of your monthly income that goes toward servicing your debt. Lender=
uze DTl to gauge your ability to repay the loan. A lower DT iz generally more favorable 1o

lenders.

Fixed vs. Variable Rates

Fied-rate morgages have conziztent interest rates throughout the life of the loan, offering
predictability. In contrast, variable-rate mortgages have interest ratez that can fluctuate
bazed on market conditions. Fixed rates typically offer stability, while variable rates may

initially be lower but come with the rizk of rizing rates.

Amortization

The proceas of paying off your loan in regular payments over time. Longer amortization
pericds (e.g., 30 yearz) rezuk in lower monthly payments but mean more interest over the

life of the loan.

Prepayment Penalties

Some loanz include penaltiez if you pay off your mortgage early. it's important to check

the terms of any loan for prepayment penalties, az they can be significant.
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Your credit score is one of the most important factors that lenders consider when
offering a loan. Higher credit scores demonstrate that you've been responszible with
past debt, making you a less risky borrower. For conventional morntgages, a score of
650 or higher is typically required, but the best rates are usually available to
borrowers with scores above 700. You can check your credit score for free through
zervices like Equifax or TransUnion.

A higher credit score can lead to:
* Lower interest rates

» Higher borrowing limits

= Better terms

Onthe other hand, a poor credit score can significantly increase the interest rate
you're offered, potentially making homeownership unaffordable.
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When applying for a mortgage or investment loan, lenders assess risk by
evaluating the borrower’s creditworthiness. This evaluation is based on the
Five Cs of Credit, which determine how likely a borrower is to repay a
loan.

Character: Your Financial Reputation

Character referz to 2 borrower's credit histery, relizbility, and financial rezponzibiliy.

Lenders azzez= character by examining:

* Credit Score - A higher credit score (sbove 720) increazes loan approval chances.

» Credit History - A hiztory of on-time paymentz, low credit utilization, and rezponzible
borrowing indicates reliability.

* Banking Relationships - Long-term relaticnzhips with financial institutionz may
improve credibilimy.

* Employment Stability - A conziztent work history with steady income suggests

financial rezponazibilimy.

To strengthen your financial character:

« Pay billz on time.

 Reduce cutstanding debt.

« Avoid opening too many new credit accounts at once.

Capacity: Your Ability to Repay the Loan

Capacity iz 2 meazure of the borrower's ability to repay a loan bazed on theirincome and

exizting debt obligationa. Lenders evaluate:

* Deabt-to-lncome Ratio (DTI) - A lower DTl {below 346%) indicates financizal ztability.
* Employment Income - A stable, high-paying job improves approval chances.
+ Additional Income Sources - Eental income, investmentsz, and zide busineszes can

strengthen a borrower’s capacy.

€ Tip: If your DTl iz too high, consider paying off debts before applying for a loan.
P-1T}% 3 paying PRlyIng
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Capital: Your Net Worth & Investments

Capital referz to the borrower's financial rezerves and net worth, including:

* Savings & Liquid Assets - Cash reserves provide lenderz with confidence.

* Investments - 5tocks, bondz, and retirement accounts strengthen a borrower's
financial standing.

* Property & Assets - Real estate holdingz and other valuable azzet= can zerve az

backup financial zecurmy.

¢ Tip: Having significant savingz or investmentz can lead to better mortgage rates and
lower required down paymenta.

Collateral: The Assets Securing the Loan

Collateral iz the property or azzet pledged a= zecurity for the loan. If the borrower
defauks, the lender can =zeize and =zell the collateral to recover lozzes. In real estate

financing, the property itzelf typically zerves a= collataral.
Lenders azzess:

* Loan-to-Value (LTV) Ratio - Lower LTV= (2.g., 80% or lezz) reduce lender rizk.
* Property Condition & Location - Prime locationz and well-maintained properties hold
bettar collataral value.

» Existing Liens - Any cutztanding debts secured by the property affect loan eligibility.

¢ Tip: A larger down payment reduces LTV and improves loan approval chances.

Conditions: External Factors & Loan Terms

Conditions include factors beyond the borrower's control that affect the loan’z approval
and interest rate, such as:

* Economic Conditions - Rizing interest ratez or economic downturnz may lead o
stricter lending standards.

* Property Market Trends - In =trong real estate marketz, lenderz are more willing to
lend.

* Loan Purpose - Aloan for a rental inveztment may have different termsz than a primary
rezidence mongage.

Lenderz alzo conzider government regulations and incentives that influence lending

policies.

§ Tip: Stay informed about market conditions and government programa to leverage
lower interest rates or zpecizl financing optionz.
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Interest rates are one of the most important factors in your montgage. They
determine how much you will pay for the loan over its lifetime. Even a small
difference in rates can result in substantial savings or costs. Interest rates are
influenced by various factors, including the Bank of Canada's rate, your

creditworthiness, and the overall economic climate.
To see current mortgage rates in Canada, you can visit the Bank of Canada’s website

or Ratehub.
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Funding Options for
First-Time Home
Buyers

Explore mortgage types, government
incentives, and key strategies to
qualify for and secure the best rates

as a first-time buyer.




First-time homebuyers in Canada can take advantage of several
government incentives and programs designed to reduce the financial
burden of purchasing a home. These incentives can help you reduce your
down payment, access lower-interest loans, and receive rebates on land
transfer taxes.

First-Time Home Buyer Incentive (FTHEI)

The First-Time Home Buyer Incentive (FTHE) iz a shared equity mortgage program. The
government of Canada will lend you up to 10% of the purchase price of a new home or
2% for a rezale home. Thiz helpz reduce monthly mortgage payments and allows you to
afford a larger property. However, the government haz an equity =take in the home, which
meanz you will owe a percentage of the future value of the property when itiz =old or

refinanced.

Home Buyers' Plan (HBP)

Under the Home Buyera’ Plan, you can withdraw up to 360,000 from your RR5P
(Regiztered Retirement Savings Plan) to uze az a down payment on your firat home. The

amount withdrawn must be repaid over 15 years.

Land Transfer Tax Rebates

Some provinces offer land transfer tax rebates for first-time homebuyers. In Ontario, for
example, firzt-time buyers can receive up 1o 34,000 in land transfer tax rebatez. You can

check the detailz and eligibility on the Ontario Ministry of Finance website.
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Theze are available when the borrower's down payment iz lezs than 20% of the property
value. A high-ratic mortgage requirez mortgage inzurance through organizationsz such as

CMHC (Canada Mortgage and Housing Corporation). The inzurance premium iz added to
the mortgage loan.

Conventional Mortgages

With at least a 20% down payment, conventional mortgages do not require mortgage
inzurance. Theze loanz typically have lower interest rates than high-ratio mortgages.

To qualify for a mortgage, lenders will assess several factors:

Credit Score

The higher your zcore, the better the rate you will get.

Income & Employment History

Lenders want to zee a ztable income, ideally in the zame field for a few years.

Down Payment

The larger vour down payment, the lezs risk the lender 1= taking on.
¥ ) ;

Debt-to-Income Ratio (DTI)

A lower DTl ratic means you have more dizpozable income to make monthly paymenta.
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Besides the down payment, there are other costs to consider when
purchasing a home:

Appraisal Fees

Lenderz often reguire an independent appraizal to determine the market value of the

property.

Closing Costs

Theze can include legal fees, title inzurance, and the costz azsociated with clozing the

transaction.

Property Taxes

Mozt homeowners are required to pay ongoing property taxes, which can increasze
annually

Home Inspection Fees

A home inzpection helps identify any potential izzues with the property before you buy .
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Funding Strategies for
Real Estate |Investors

Discover how to use leverage and

explore creative financing structures.




Leverage is a powerful tool in real estate investing. It invelves borrowing
funds to increase the potential return on investment (ROI). For example,
you might purchase a rental property using 80% financing (loan) and
contribute 20% as a down payment. As the property appreciates in value,
you are able to sell it and retain the entire profit, despite only having
invested 20%.

However, leverage also increases risk—especially when property values fall.
It's important to balance the amount of leverage with your ability to service

the debt.

BRRRR Method

The BRRRR method (Buy, Renovate, Rent, Refinance, Repeat) allows investors to recycle
capnal by purchaszing distrezzed properties, renovating them, renting them out,
refinancing for more capial, and uzing that capital to purchaze additional properties.

Equity Rollovers in Limited Partnerships (LP)

Investors can transfer azzets into an LP structure, deferring capital gainz taxes and
enabling more flexible exit strategies. Thiz iz particularly uzeful for real estate profeszicnalz

and large-zcale investors looking for tax advantages.

Corporate Share Purchases

Investors can pool funds to purchase real estate through a corporation. This offers
advantages such a= tax deferral and dividend tax credits.
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Private Lenders

Theze lenderz may offer more flexible termz and faster approval but typically charge
higher interast rates. They can be a good option if you need quick capial or are looking

for non-tradiicnal financing solutions.

Traditional Banks

Bankz generally offer more competitive interest ratez but can have stricter approval

requirements. They focus more on credit acores, income verfication, and LTV ratics.
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Smart Financing for
Downsizers

Understand how to access home
equity, leverage reverse mortgages,
and strategically buy or sell to
optimize your financial position.




Downsizing is a common strategy for retirees or those looking to reduce
housing expenses. By selling a larger home and purchasing a smaller one,
you can free up significant equity.

Reverse Mortgages

A reverse mortgage zllows homeownerz aged 35 or clder to tap into their home eguity
without needing to zell the property. The amount you borrow iz repaid once you sell the
home or move out. The Canada Mormgage and Housing Corporation offers detailed

information on reverse mortgages.

Home Equity Loans & Lines of Credit

Another option for downsizers iz uzing 3 Home Equity Loan {(HELOC) or Home Equity
Line of Credit. Thiz allows you to borrow again=t the value of your home, either for a lump
zum or az an ongoing line of credit. Rates are typically lower than unzecured loans, and
interest iz tax-deductible.
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Refinancing: When,
Why & How to Do It
Right

Uncover the benefits and risks of
refinancing, from lowering interest
rates to cashing out equity while

avoiding over-leveraging.




Refinancing your mortgage can lower your monthly payments, consclidate
debt, or unlock home equity for other purposes. Common reasons to
refinance include:

Obtaining a lower interest rate

If interest rates have dropped =ince you tock out your mortgage, refinancing can =zave you
money.

Switching between fixed and variable rates

If you're looking for more stability in your payments, switching to a fixed-rate mortgage
may be bensficial. Convearzely, 2 varizble rate may sllow you to take advantage of lower

ratesa.

Home renovations

Refinancing to access equity for home improvements iz a commeon practice among
homeownerz locking to enhance their properties.
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Funding for
Commercial Real
Estate Investors

| earn the differences between
residential and commercial financing,

how lenders assess deals, and key
strategies for structuring commercial

investments.
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Commercial real estate (CRE) financing differs significantly from residential
lending. Investors must navigate various loan structures, lender
requirements, and risk assessments to secure the best funding for their
properties. Whether you're acquiring office buildings, multifamily units,
retail spaces, or industrial properties, understanding the nuances of CRE
financing is crucial.

Unlike residential mortgages, CRE loans typically have:

* Shorter terms (5-25 years instead of 25-30 years).

* Higher interest rates due to perceived risk.

* Larger down payments, often ranging from 20% to 35%.

* Income-based underwriting, where lenders assess the property's
ability to generate rental income rather than personal borrower income.

Obtaining a lower interest rate

If interast ratez have dropped since you tock out your mortgage, refinancing can zave you
money.

Switching between fixed and variable rates

If you're locking for more stability in your payments, awitching to a fixed-rate mortgage
may be beneficial. Converzely, a variable rate may allow you to take advantage of lower
rates.

Home renovations

Refinancing to access equity for home improvements iz a common practice among

homeowners locking to enhance their properties.
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Traditional Bank Loans

» Typically require strong credit and a proven track record.
» Loan-to-value (LTV) ratio iz uzually 65%-80%.
» Lower interest rates compared to private lenders but with stricter gualification

crmena.

CMHC-Insured Loans (For Multifamily Properties)

» Offered by the Canada Mortgage and Housing Corporation (CMHC).
» Deszigned for investors purchaszing or refinancing apartment buildings.
» Longer ameortzation periods (up to 40 years).

* Lower interest rates due to government-backed inzurance.

Commercial Mortgage-Backed Securities (CMBS)

» Loans pooled together and =zold a= investments.
» Offer lower interest rates but have complex servicing structures.

Bridge Loans

» Short-term financing (& monthz to 3 years).

* Used for property rehabilitation or acquisition before zecuring long-term financing

Hard Money Loans

» Funded by private lenderz.
» High interest rates (§%-15%) with short terms=.
s Best for quick purchazes, distreszed properties, or high-rizk deals

Syndicated Mortgages & Joint Ventures

» |nvolves pocling investor capital to fund commercial acquisitiona.

» Commaon in large-zcale projects or real eztate development
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Lenders analyze various metrics before approving a commercial loan:

Debt Service Coverage Ratio (DSCR)

Measzures a property's ability to cover loan payments. A DSCR of 1.25+ iz uzually required.

Loan-to-Value Ratio (LTV)

Determinesz the percentage of the purchaze price a lender will finance (typically 65%-

80%).

Cap Rate (Capitalization Rate)

Vieazures 3 property’s return bazed on net operating incomea (NOI). A higher cap rate
] rty 1 b d 1 g MNOI). A hig

indicates higher rizk and vice verza.

Property Condition & Location

Prime locationz and well-maintained buildings receive better loan terms.
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Aside from traditional lenders, commercial real estate investors can
explore:

Seller Financing

The property owner provides financing directly to the buyer

Mezzanine Financing

A hybrid of debt and equity funding, offering flexibility in large-acale deals.

Crowdfunding & REITs (Real Estate Investment
Trusts)

Allows multiple investors to contribute capital for property acquisitiona.

Private Equity & Institutional Investors

High-net-worth individualz and firms investing in commercial projects.
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Insider Tips to Secure
the Best Funding

Master techniques for improving
approval odds, negotiating better
terms, and staying ahead of real
estate financing trends.




Successfully obtaining real estate financing requires more than just
submitting an application. Savvy investors and homebuyers use strategic
approaches to secure the best terms.

Improve Your Credit Score

A high =core (above 720) zecures lower interest rates and better loan rermzThe property

owner provides financing directly to the buyer

Lower Your Debt-to-Income Ratio (DTI)

Lenders prefer borrowers with a DTI below 36%.

Increase Your Down Payment

A larger down payment reduces lender rizk and improves loan eligibility.

Establish Multiple Income Streams

Demonstrating diverze income zources can improve lender confidence.
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A mortgage broker can:

* Compare multiple lenders to find the best rates.
* MNegotiate better terms on your behalf.
* Access exclusive deals not available to the public.

Private lenders offer flexibility and quicker approvals, making them ideal for
competitive markets.

Successfully obtaining real estate financing requires more than just

submitting an application. Savvy investors and homebuyers use strategic
approaches to secure the best terms.
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Monitor the Bank of Canada’s Policy Rate

Interest rate trends impact mortgage costs.

Lock in Rates Strategically

If rate

are rizing, conzider locking in early. f ratez are dropping, wait before committing.

Compare Fixed vs. Variable Rates

Fixed ratesz offer stability, while variable ratez provide flexibility.

First-Time Home Buyer Incentive (FTHBI)

Helpz buyeras reduce mortgage costz through shared-equity financing.

Home Buyers’ Plan (HBP)

Allows first-time buyers to withdraw up to 335,000 from their RRSP tax-free.

Multifamily Housing Incentives

CMHC-backed loans offer extended amortization and lower rates for rental property

investments.
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First-Time Home Buyer Incentive (FTHBI)

Help= buyers reduce mortgage costs through shared-equity financing.

Home Buyers’ Plan (HBP)

Allows first-time buyers to withdraw up to $35,000 from their RRSP tax-fres.

Multifamily Housing Incentives

CMHC-backed loanz offer extended amortization and lower rates for rental property

investments.
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Consider Interest-Only Payments

Reduces short-term costs and increases cazh flow.

Use Equity to Refinance at Lower Rates

Acceszz home eguty 1o secure better financing.

Explore Portfolio Loans

If you own multiple properties, conzolidating morgages can offer better terms.

* A knowledgeable real estate broker helps navigate financing
complexities.

* A real estate lawyer =nsures contract terms protect your interests.
* Atax advisor cptimizes deductions and tax-efficient financing

strategies.
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* A knowledgeable real estate broker helps navigate financing
compilexities.

* A real estate lawyer ensures contract terms protect your interests.
» A tax advisor optimizes deductions and tax-efficient financing
strategies.
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mne Team

At 2. Positive Results

Book A Consultation

lUnlock your real estate potential-book a consultation

today for expert financing strategies tailored to your goals!

"Working with MNG Team was amazing. We
interviewed other agents, but they weren't the right fit.
Max is essentially an encyclopedia when it comes to
Real Estate in the GTA and worked his knowledge to
our advantage, getting us a way, way better price than
we ever thought we could get on our little stacked
townhouse. Max also helped guide us in doing little
jobs to make our house look amazing for the sale. I've
referred them to friends who have had the same
positive experience, and | will continue to refer them to
anyone | know who is buying or selling a house.”

- Emily F.

Book Your Consultation



https://calendly.com/mngteam/discovery
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MNG Teal

Positive Attitude. Positive Results.

(416) 398-1111
mngteam.ca
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3500 Dufferin Street, Suite 101, Toronto, Ontario M3K 1N2
Independently Owned & Operated




