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What is it, really?
The Government of Canada’s First-Time Home Buyer Incentive (FTHBI) Program provides
qualified first-time homebuyers with a lump sum of money to help you reduce the size of
your initial mortgage. Thereby decreasing the monthly carrying costs of your mortgage.
This lump sum of money does not require any repayment until the earlier of 25 years, or
when you sell your home. The amount you need to repay will depend on the value of your
home at the time of repayment:

•

If your home value goes up, you will need to pay back
more than the initial lump sum

•

If your home value goes down, you will get to pay back
less than the initial lump sum.

This “lump sum” is typically referred to as the First-Time Home Buyer Incentive (FTHBI)
Amount or a Shared Equity Mortgage. For the purposes of this document, we will use
the terms Lump Sum Amount or Incentive Amount.

How Much is Available?
The lump-sum amount available on your purchase depends on the type of property you are buying:
•

For Resale Homes/Condos: 5% of the purchase price

•

For New Build Homes Condos: 5% or 10% of the purchase price

How Much Can I Apply For?
While additional qualification criteria is outlined in later sections, the maximum mortgage amount
that will qualify under this program is $480,000 (before CMHC fees and the FTHBI Amount), AND
your total down payment must be less than 20% of the purchase price. Assuming you meet all of
the qualification criteria for a 5% FTHBI Amount, this would result in a maximum purchase price of:
•

Approx. $560,000 with a 19.9% total down payment (14.9% own sources + 5% FTHBI Amount)

•

Approx. $530,000 with a 15% total down payment (10% own sources + 5% FTHBI Amount)

•

Approx. $500,000 with a 5% total down payment (5% own sources + 5% FTHBI Amount)

What are My Potential Monthly/
Annual Cash-flow Savings?
The purpose of the FTHBI Program is to make homeownership more
affordable for first-time homebuyers.
Let’s look at how much monthly and yearly cash-flow you can save if you
take advantage of the Government of Canada’s FTHBI Program. In the below
example, we will assume you are buying a $500,000 resale house/condo,
you have a 5% down payment from your sources (non-borrowed), and you
will take advantage of the 5% First-Time Homebuyer Incentive Amount.

The result? A potential cash flow savings of $1,632 per year.

Who is Eligible to Apply?
1. Borrower Eligibility:
You must be a Canadian citizen, permanent resident, or non-permanent
resident who is legally authorized to work in Canada to apply.

2. Income Eligibility:
The combined qualifying income of all borrowers cannot exceed $120,000
per year at the time of application. The definition of qualifying income will be
set out by lenders and mortgage loan insurers. Examples of qualifying income
include annual salary (before taxes), investment income, and rental income.

Maximum Income Criteria – the “4×” Rule
The maximum borrowing allowed to qualify for the FTHBI Program (before accounting for
CMHC fees) is limited to FOUR (4) times the total annual qualifying income of all borrowers. For
example, if your total annual qualifying income is $120,000, you would be limited to $480,000
of borrowing (refer to the example in How Much Can I Apply For? above). If your total annual
qualifying income is $60,000, you would be limited to $240,000 of borrowing.

Qualification Tip
Given the current Bank of Canada Benchmark Qualifying rate, your income may support a
higher borrowing amount than what is allowed under the FTHBI Program. Speak with your
mortgage broker to discuss the pros and cons of applying for this program.

1. First-Time Homebuyer
Requirement:
At least one of the purchasers must be
a first-time homebuyer. A first-time
homebuyer means:
•

You have never purchased a
home before;

•

In the last four years, you did
not occupy a home that you or
your current spouse or commonlaw partner owned;

•

You are experiencing the breakdown of a marriage or commonlaw partnership (even if you don’t
meet the other first-time homebuyer
requirements).

2. Occupancy Eligibility:
The FTHBI program is meant to help
first-time homebuyers purchase their first
home with the intent to occupy. Investment
properties are not eligible. Further, the
property must be located in Canada and
must be suitable and available for full-time,
year-round occupancy.
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When Do I Have to Repay the Lump Sum Amount?
You will need to repay the FTHBI/Lump Sum Amount after 25 years or when the property
is sold, whichever comes first. You can also repay the amount in full at any time, without a
pre-payment penalty, and refinancing of your first mortgage will not trigger repayment.
Note: the FTHBI Amount is registered as a second mortgage.

How Much Do I Have to Repay?
Repayment is based on the property’s fair market value (or sale price) at the point in time when
repayment is required.
•

Example 1 (home INCREASES in value): If you purchased your house or condo for $500,000
and received a 5% FTHBI Amount of $25,000 ($500,000 x 5%), if you later sell for $600,000,
you will be required to pay back $30,000 ($600,000 x 5% = $30,000).

•

Example 2 (home DECREASES in value): If you purchased your house or condo for $500,000
and receive a 5% FTHBI Amount of $25,000 ($500,000 x 5%), if you later sell for $450,000,
you only will only be required to pay back $22,500 ($450,000 x 5%).

I might have to repay more than I received?

Yes —
But that isn’t necessarily a bad thing. If you are required to pay back more than you received,
that means your house or condo increased in value — congratulations! Further, during your
home ownership period you benefited from cash flow savings of having lower monthly
mortgage payments.

Does it Make Sense to Apply for the FTHBI Program?
That all depends on your goals, circumstances, and priorities. The best first step is to contact your
mortgage broker and go over the details of the FTHBI program to identify the specific pros and
cons for your circumstances.
At Outline Financial we’ve created a detailed Financial Model where we can input your
specific details to help analyze if the FTHBI Program may be right for you.

At Outline Financial,
we have created a
Financial Model to help
you assess the impact of
using the FTHBI Program
and help you determine
if it is right for you

While every scenario is different, there are a few
general principles you should keep in mind:
Tip #1: Home Appreciation:
•

The more your home appreciates, the more you will
need to pay back.

Tip #2: Years Until Sale:
•

If your home is appreciating in value, the longer you
keep your home, the more you will have to pay back.

Tip #3: Early Pay Back Option:
•

Given the above two points, there may be scenarios
where it makes sense to pay back the FTHBI Amount
BEFORE you sell your home. If you wanted to pay back
the FTHBI Amount early, you would need an appraisal
of your home to determinethe fair market value, and
the amount of FTHBI you will need to pay back will be
based on that amount.

To demonstrate the
impact of Home
Appreciation and Years
Until Sale, we’ve included
the examples on the
following page —

Potential dollar impact of utilizing the FTHBI Program
Assumptions for all examples:
• Purchase Price = $500,000
• Down payment from own sources (5%) = $25,000
• FTHBI Amount (5%) = $25,000
• Mortgage Rate (2.59%*) / Amortization (25 years)

Scenario 1:
Sell home in 5 years / 4% Home Appreciation Per Year
Outcome: If you utilized the FTHBI Program, you would end up with approximately $4,212 LESS sale
proceeds than you would have without the FTHBI Program. However, this can be offset by the approximate
$8,158 ($1,632/yr) benefit of lower mortgage payments over the 5-year period. Net cash-flow result in
this case is a $3,946 BENEFIT of utilizing the FTHBI program.

Scenario 2:
Sell home in 10 years / 4% Home Appreciation Per Year
Outcome: If you utilized the FTHBI Program, and sold in 10 years with 4% home appreciation per
year, you would end up with approximately $16,724 LESS sale proceeds than you would have without
the FTHBI Program. However, this can be offset by the approximate $16,316 ($1,632/yr) benefit of
lower mortgage payments over the 10-year period. Net cash-flow result in this case is a $408 LOSS of
utilizing the FTHBI program.

Scenario 3:
Sell home in 5 years / 8% Home Appreciation Per Year
Outcome:

If you utilized the FTHBI Program, and sold in 5 years with 8% home appreciation per
year, you would end up with approximately $11,253 LESS sale proceeds than you would have without
the FTHBI Program. However, this can be offset by the approximate $8,158 ($1,632/yr) benefit of lower
mortgage payments over the 5-year period. Net cash-flow result in this case is a $3,095 LOSS of
utilizing the FTHBI program.

Other Resources:
For complete details regarding the First-Time Home Buyer Incentive
Program, please visit the Government of Canada website.
As mortgage rates and guidelines are always changing, this guide
is meant for illustrative purposes only and is based on the information
available at time of publication.

For updated rates, or guidelines, please contact a member of the
Outline Financial team. Contact Outline Financial, as every situation
will be different!
We can model out your specific circumstances and assumptions,
so you have a clear undestanding of the potential risks and
rewards of using the program.
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To learn more about the First-Time Homebuyers
Incentive Program, or for customized analysis or
quotes, please contact

Outline Financial
Tel: (416) 536-9559 / (855) 444-5121
Email: hello@outline.ca
Web: www.outline.ca
Outline® Financial is a top-rated mortgage and
insurance company offering a host of rate and product
solutions from numerous banks, credit unions, monoline lenders, and insurers all in one convenient service.
Outline® was formed by senior level bankers and
financial planners that wanted to offer their clients
choice with an exceptional service experience.
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Outline Financial FSCO Licence #13151. Outline Financial is an independently owned and operated member of the Verico Mortgage Brokers
Network. Together we place more than $17 Billion in annual mortgage volume and help more than 45,000 Canadian families every year.

