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A Message to You from Geoff Lee, President of GLM Mortgage Group | Dominion Lending Centres 

 
Income properties are a great way of investing!  But everyone who invests in an income property must have the means and 
“know how” to get into an investment property. 
 
For instance, I had an inquiry requesting 100% financing for a 35 unit building while the buyer would also be living in one of 
the units.  Sounds perfect, right?  The problem is that many of us don’t understand the rules around lending from the lender’ s 
point of view and at times the insurer’s (CMHC, Genworth, Canada Guaranty).  It’s obviously a little more complicated to buy a 
35 unit building then relying on rental income.  In buying an investment property, lenders don’t consider rental income as 
stable enough to depend on.  Although some of it is considered, lenders want to see a strong employment or earned income to 
warrant lending for an income property.  At times, lenders may also have to follow insurer guidelines which says that income 
properties are insurable at different premiums than owner-occupied properties.  An income property needs at least 20% 
down to qualify for a mortgage (some lenders want more than 20% down) for them not to be insured by the insurer and to 
avoid insurer premiums. 
 
This EBooklet is meant to give you basic knowledge on what is required to purchase an income property.  Keep in mind that 
every situation is unique and needs to be approached as such.  That’s why we are here.  At GLM Mortgage Group  | Dominion 
Lending Centres we would be pleased to help you with your income property purchase.  Give us a call and we’ll put a plan 
together for you to walk forward toward that investment property you are considering buying. 

 
Geoff Lee 
geoff@GLMmortgage.com    
604-259-1203 
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Banks say “YES” when your debt service within their guidelines.  What does Debt Servicing mean? 
 
Simply put, Debt Servicing is the difference between Income Earned and Debt Owing 
 
Lenders consider 
 

• GDS – Gross Debt Servicing – the amount of monthly payments that you must make on properties that you own 
or want to purchase (principle and interest of the mortgage, heat, taxes and strata fees if applicable) 

as well as…. 
• TDS – Total Debt Servicing – the amount of debts that you have overall 

 
These are actual percentages that the Lender considers when they look at your file.  The questions the lender asks is, 
how high of a mortgage payment can the client make, taking into consideration their income AND their debts. 
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How do lenders assess income? 
 

• If you have guaranteed income such as a salary, lenders look at 
• Latest paystub to make sure you are tracking with your guaranteed income 

• If you have an hourly wage, lenders look at 
• Your hourly wage and determine what your yearly income will be AND if any bonus/overtime income is 

used to qualify  
• A 2-year average of your Notices of Assessment to determine what your average income is 

• Notices of Assessment is the assessment analysis you get back from CRA after you’ve filed 
your taxes.  If you have a credit, a check will be attached to the Notice of Assessment, unless 
you’ve signed up for direct deposit.  If there is an amount owing on your taxes, the Notice of 
Assessment will show a debit or amount owing. 

• If you own your own business, lenders look at 
• Your most recent 2 years of T1 Generals, specifically your “Statement of Business Activities” that are 

attached to the T1 Generals (proprietor) 
• Your most recent 2 years of Financial Statements (incorporated) 
• Take the 2 years average of your Notices of Assessment to determine what your average income will be 

• Notices of Assessment is the assessment analysis you get back from CRA after you’ve filed your 
taxes.  If you have a credit, a check will be attached to the Notice of Assessment, unless you’ve 
signed up for direct deposit.  If there is an amount owing on your taxes, the Notice of Assessment 
will show a debit or amount owing 

• Some lenders will consider stated income.  This is the reasonable amount of income that the industry the 
client is in will annually earn.  In this case, the lender will consider the amount of time the client has 
been self-employed, their credit score, their repayment history, the amount of debt owing, etc.  

• Some lenders may also consider 
• Universal Tax Benefit 
• Canada Child Tax Benefit 
• Parental/Spousal Support 
• Pension/Disability 
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How do lenders assess debt? 
 

Each lender may calculate debt differently.  They use percentages to calculate:   
• Secured Lines of Credit 
• Unsecured Lines of Credit 
• Credit Cards 
• Personal and Student Loans 
• Business Debt vs Personal Debt reporting 

 

How do lenders see rental properties other than the property being purchased? 
 

Lenders see “Non-Subject” properties (properties other than the one that is being purchased) and consider the 
income they earn and debt they incur. 
 
• They either add 50% - 100% of the rental income to the gross income OR 
• Reduce up to 80% of the rental expenses and add the balance back to the gross income OR 
• The lender also looks at the T1 Generals to see that rental income has been claimed on taxes in the “Statement of 

Rental Activities” and add/subtract the rental surplus/shortfall to the file and “wash out” investment property 
liabilities OR  

• Use a Debt Servicing Calculator(s) (DCR)  
1. Debt Calculation Ratio Calculator which considers rent + principle and interest of the mortgage payment + 

vacancy margins + property insurances + property management fees and considers if the numbers make sense 
or if the client is way over budgeted on their expenses of their properties 

2. Net Rent Calculators which considers rent minus principle and interest of the mortgage payment, taxes and 
strata payments to see if there is a surplus or shortfall.  

 
 
As well, the lender will look at how many properties the client owns.  Some lenders will only allow up to 5 properties, 
including the owner-occupied property before considering it a commercial file. 
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Where does the down payment come from? 
 
Where is the down payment coming from?  What sources can be used? 

• Savings 
• Home Equity – “Secured Lines of Credit” 
• Joint Ventures 
• Private Loans 
• Vendor Take Back 
• Gifted (Lender Specific) 

 
 
Amortization – how much time can the loan be amortized over? 
 

• Anywhere from 25 to 35 years, it depends on the lender and at times insurer approval 
• Amortization means the length of the mortgage if you were to pay it off with present terms of 

current contract.  For instance, if you have contracted to a 5-year term at a specific interest 
rate, the amortization is the amount of time it would take to pay off the mortgage using the 
specific payment of the current contract. 
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What do Insurer guidelines say about PREMIUMS for rentals? 
 
GENWORTH, CMHC and CANADA GUARANTY GIVES THE FOLLWING RATE PREMIUMS: 
 

DOWN PAYMENT LOAN TO VALUE PERCENTAGE OF LOAN AMOUNT 

>35% of Purchase Price <65% 1.75% 

30 – 35% of Purchase Price 65 – 70% 2.00% 

25 -30% of Purchase Price 70 – 75% 2.50% 

20-25% of Purchase Price 75 – 80% 3.50% 

15-20% of Purchase Price 80 – 85% 4.50% 

 
 

• Lenders view investment properties different than owner-occupied properties.  Conditions such as down 
payment amount, insurance premiums, and even the amount of debt you have can affect how you need to be 
positioned when purchasing an investment property. 

• At GLM Mortgage Group | Dominion Lending Centres we work with Investors all the time.  Ask us how we can 
help you with purchasing an investment property. 
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PROPERTIES: 
 
OWNER OCCUPIED 2 UNIT PROPERTY 
 
• Lender can accept up to 100% of rental income subject to down payment of at least 20% 
• Minimum credit score of 680 
• Either 2-year average of rental income based on lease agreements OR fair market rent determined by an appraisal  
• Taxes and heat costs may not be included in calculating debt pending lender/insurer guidelines 
 
If income requirements can’t be met (ie low credit score), 50% of rental income is used to income qualify  pending 
lender/insurer guidelines 
 
Suites can be unauthorized but have to be conforming (ie own entrance, bath, etc.) and be “ok’d” with the local 
municipality. 
 
 
OWNER OCCUPIED 3-4 UNIT PROPERTY 
 
• Need to have at least 15% down 
• Only 50% of the rental income is used to qualify  
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A couple of TIPS for you. 
 

BUILD YOUR TEAM OF EXPERTS!!... 

• Realtor 
• Accountant/Notary 
• Financial Advisor 
• Mentor – those around you who are successful in investment 
• Property Manager 
• Mortgage Broker 

 
 
… SO THAT YOU CAN CONSIDER AND GET ADVICE ON: 

 
• Investment property financing 
• Rate and Insurance premiums 
• There is ALWAYS a lender 
• Interest paid on and “Investment Vehicle” 
• Know your long-term investment goals 
• Purchasing in a holding company 
• It’s all about the CASH FLOW 
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Conclusion 
 
Investing in an investment property can be exciting and stressful all at the same time.  Considering all the options of 
investment property purchase is just the beginning of this type of investment.  Financing and the implications 
surrounding taxes, property value and the simple fact of crunching the numbers is extremely important in moving 
forward in this type of venture. 
 
At GLM Mortgage Group | Dominion Lending Centres we know what questions to ask.  We have relationship with the 
lenders that you know about and the lenders you don’t.  And we would be pleased to educate you on the financial 
options available to you.  We want you to make the best decision possible on the mortgage that you are committing to.  
Call us anytime for a FREE consultation on the mortgage products available to you. 
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