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vide the best possible rate.

A decade ago, brokers
worked mainly at finding
money for borrowers with
dodgy credit histories or
other problems. Now they
arrange a share of Canada’s
mortgage market estimated
at up to 30 per cent.

“The general ability of the
banks to deal with brokers
and third-party channels
has brought price discretion
to a new level,” says Calum
Ross, a Toronto mortgage
broker. “You've got things
like the Internet and con-
stant communications now,
which make the average per-
son, who may not have been
aware of relationship pric-
ing before, much more
aware of that.”

Brokers typically under-
take to find financing —
generally from the banks —
at between one and 1% per-
centage

and the length of the term
selected — “the broker is
not getting compensated
more when the client pays
a higher rate.”

However, the broker is not
necessarily your friend
either, cautions Scott
Brown, vice-president of
mortgages at Royal Bank,
Canada’s largest, which
does not buy business from
brokers.

“There are no best prac-
tices, no really strong reg-
ulations. It’s quite easy to
become a broker,” Brown
says. The other banks “are
trying to buy market share”
and may provide incentives
to brokers, he added.

“It's like an airline points
system . . . so a client may
not get the best rate
because they're trying to get
their points up.

“That’s something that’s
not disclosed

points below in the market,
posted rates. that is hap-
Why do the pening.”
big financial “When a bank origi- As for the
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them? effectively getting some- | inour branch-
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expensive give you our
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costs associated with orig-
inating financial products,”
Ross says.

“When a bank originates a
mortgage through a broker,
they’re effectively getting
someone else to complete-
ly do the work for them, and
not pay them unless the deal
funds.”

And if the slice of the
transaction that goes to the
broker provokes any clients
to think they are leaving
something on the table,
Ross cautions: “While mort-
gages are not rocket sci-
ence, integrating some of
the financial-planning con-
cepts, as well as taking care
of ordering the appraisal, co-
ordinating the appropriate
income documents, co-ordi-
nating appropriate down-
payment documents —
these elements used in facil-
itating the deal are worth a
lot of value.”

He says that while bank
employees are motivated to
lend at higher rates with
fewer borrower privileges,
a broker’s payment is based
on the size of the mortgage

A recent “best offer” five-
year rate on the Royal web-
site (www.royalbank. com)
was 1.06 percentage points
below the Royal’s posted
rate and just 0.24 of a point
above what was advertised
on Ross’s site
(www.whyuseabank.com).

A difference of this mag-
nitude may not be signifi-
cant if the other mortgage
terms are comparable, says
David Chalmers, vice-pres-
ident at Rogers Group Finan-
cial Advisors in Vancouver.

A quarter of a percentage
point on a $100,000 mort-
gage is only $250, “so it may
not be worthwhile to change
your relationship for $250,”
Chalmers observes.

“People will sometimes go
to a lot of trouble and lot of
work for a saving which,
when you work out the
math, isn’t that great.”

It’s all part of what the
Royal’s Brown calls “con-
tinued pressure on margins”
amid intense competition.

“There's a growth in the
ability to get a mortgage for
good clients,” he adds.



