


From hot to not:
New purchases slow
against renewals

May 2022

Looking closely at our data since the start of 2022 to end of April 2022, it
becomes evident that the state of the housing market and economy is
heavily impacting homeowners (both current and potential) in various
ways.

We noticed that renewals and refinances were up across the board;
whereas, new home purchases were down. This shows the impact that
the current interest rate hikes are having on the morale of the
homebuyers.

While current homeowners are racing to lock in the low interest rates as
they stand before another rise, hesitancy stalls new homebuyers from

securing a new mortgage.

While Q2 is still in development, the story seems to hold strong for
renewers still: yet a dip in both new refinancing and mortgages.

With that said, in this month’s deep dive, we look at two key things:

1) Inflation and its impacts on the housing market.
2) the way interest rate hikes are defining the actions of our users.

Read on and see exactly what the data story is telling.



KEY
TAKEAWAYS

For the first time in two years, refinances hit an
all-time high.

There was a peak in the number of users leaving big
bank lenders to secure a low rate mortgage with
nesto at renewal.

The median home price increased by $50,000
driving the median down payment to 20%, up from

16% in March.

The average rate changes have nearly tripled with
the onset of Bank of Canada rate hikes, causing a
decrease in new purchases.

In spite of rate hikes, at renewal time, most
homeowners are opting for a variable rate vs. fixed
rate.
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A. Volatility

Number of lowest rate changes per month
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Fig. 1: Number of times the lowest rates offered by nesto to its users changed per month across provinces between
November 2021 and April 2022.

Looking at rate changes from November 2021 through April 2022, it becomes clear that the
impact of rising prime rates are reflected in the rates offered to users in the nesto database. As
seen, prior to the aggressive 0.5% hike announcements that began in March 2022, the average rate
changes per month were two; however, now they average between 8-10 per month.



Volatility - by type

Number of lowest rate changes per month (fixed vs variable)

Fig. 2: Number of times the lowest rates offered by nesto to its users changed per month across provinces between
November 20271 and April 2022 comparing fixed to variable rates. November 2021 through January 2022 saw no changes to
the variable rate.

Overall, the graphs show what many in the industry already know: Fixed rates are due for continual
increases, while variable rates will take a considerably longer time to get to such high levels. Yes,
both are going up, but they are not moving at the same speed. For this reason, no matter the
province you reside, variable rates are still a great option to keep mortgage payments low.



B. Variance: Lowest rates
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Fig. 3: These graphs show the rate variance in Quebec compared to Ontario and the rest of Canada.

Now let's talk about variance! Fixed rates continue to raise at a faster pace than variable. This gap
widened from February onwards ( >2% for fixed, and 0.95% for variable) which is attributed to the
interest rate hikes from the Bank of Canada.



$500k property

10% down payment
25 year amortization
Syear term

If you'd picked
a variable rate in April:
2021 vs 2022

Variable Insured

April 2021 April 2022 Difference
Rate ‘*’i',',:j:;abﬁ’g 120% 1.80% -0.60%
Monthly payment $1790.19 $192012 $129.93
Total payments $107,411.40 $115,207.20 -$7,795.80
Total interest paid $27,767.40 $41,599.80 -$13,832.40
Total principal paid $79,644.00 $73,607.40 $6,036.60
Money saved $7,795.80
Balance remaining $381,916.78 $387,001.81 -$5,085.03

hest®

Mortgage Experts™

Table 1: This table represents the effect of a 0.60% rate difference on a $500,000 home, with 10% down payment
and a 25-year amortization after a 5-year term.

The table above shows the impact of a 0.60% rate difference on a typical scenario: a $500,000
home, with 10% down payment and a 25-year amortization after a 5-year term. This shows the
importance of locking in your rate in advance as interest rate hikes will continue to raise the
primary rate.



$500k property

10% down payment
25 year amortization
5year term

If you'd picked
a fixed rate in April:
2021 vs 2022

Fixed Insured

April 2021 April 2022 Difference
R ) 1.849%% 3.79% 1.95%
Monthly payment $1,928.97 $2,387.94 -$458.97
Total payments $115,738.20 $143,276.40 -$27,538.20
Total interest paid $42,520.80 $87,232.20 -$44,711.40
Total principal paid $73,217.40 $56,044.80 $17172.60
Money saved $27,538.20
Balance remaining $387,333.66 $402,395.88 -$15,062.22

hest®

Mortgage Experts™

Table 2: This table represents the effect of a 1.95% rate difference on a $500,000 home, with 10% down payment
and a 25-year amortization after a 5-year term.

The table above shows the impact of a 1.95% rate difference on a typical scenario: a $500,000
home, with 10% down payment and a 25-year amortization after a 5-year term. This shows the
importance of locking in your rate in advance as interest rate hikes will continue to raise the
primary rate.



H2
MORTGAGE
TYPE TRENDS



Purchase
vs Renewal
vs Refinance

Fig. 4: Trends for proportion of purchases (new mortgages) vs renewals vs refinances from November 2020 to April 2022.
We saw a jump in renewals in January and April.

When we look over a two-year period, it's easy to see that new purchases and renewals had the
biggest peaks and dips. Refinances have been relatively predictable with no noticeable changes.

As it stands today, just over 55% of our overall demand coming from users interested in
purchasing a new home in comparison to 65% four months prior. Compare this with the current
increase in renewals, which is up just above 30%, the highest it's been in two years. This shows
that due to a number of factors, interest hikes and a hot housing market, less people are able to
secure a new mortgage and more people are interested in renewing their current mortgage as the
future is unknown.
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Purchase Timing Intent

Fig. 5: Purchase intent: proportion of users “ready to buy” vs “just looking” in nesto's mortgage process, showing
month by month from January 2020 through April 2022.

Through Q1 2022, some pretty noticeable shifts occurred between the “ready to purchase” and
“just looking” parties. These two seemingly inverted, and met in the middle in an almost even split.

While 70% of users were “just looking” in December 2021, now only 52% of users are. On the other
hand, 30% of those users who were “ready to buy” has now increased to 48%.

This switch is evidently tied to the housing market news. While the news has put fire under those
who are “ready to buy”, it has deterred those that are in early stages of the process.

We haven't seen this split since Fall of 2020, which makes it more impactful and we expect to see
the two continue to meet in the middle until the market steadies itself.



By province

Purchase Timing Intent
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Fig. 6: Purchase timing intent proportion of users “ready to buy” vs “just looking” in nesto's mortgage process,
from January 2020 through April 2022 in Quebec and Ontario.
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MEDIAN PURCHASE PRICE ($)
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Fig. 7: Graph of intended purchase price vs down payment (in dollars and percentage) from November 2020 to April 2022.

In a nutshell, this sample illustrates that consumers have increased their down payment to match the
higher home prices.

The median purchase price has increased from $450,000 (January 2022) to $500,000 (April 2022).
With this median increase of $50,000 on the listing price of a home, the median down payment has
reached an all-time high of 20%, a number not seen in over 2 years.



By province

MEDIAN PURCHASE PRICE ($)
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Fig. 8: Graph of intended purchase prices vs down payment (in dollars and percentage) from November 2020
through April 2022 in Ontario and Quebec.






1. How is inflation and interest rate
hikes impacting new purchases?

NEW PURCHASE APPLICATIONS BY INTENTION

LOWEST PUBUISHED RATE

| LTS B wasaaiel
Fig. 9: Evolution since June 2021 of user's mortgage type secured with nesto.

Overall, there is a plateau currently happening among our user base for new mortgage
puchases. They have been standing at the % line for the last 4 months (see page 10). This
comes at a time when the housing market pricing has gone up (see page 15), inflation has
increased exponentially, and interest rate hikes have increased the payment on new
mortgages. So, it's with little shock factor that this is the case.

While those who are ‘just looking’ continue to fall off, those that are ‘ready to buy’ are
peaking in light of the latest interest hikes.



2. How are people responding to
interest rate hikes?

LOWEST PUBLISHED RATE

Fig. 10: Proportion of mortgage applications grouped by type from Q2 2021 to Q2 2022.

In short, people are not at ease and are worried about 1) the mortgages they currently
have and 2) the mortgages they plan to secure for a new home as a result of both
inflation as well as interest rate hikes.

This shows in the graph above: Over the last 2.5 quarters, new purchases have decreased
significantly mOm. On the other hand, renewals (specifically, early renewals secured
through nesto) have increased over the past 2 quarters.

Most notable is that in Q1 2022 when the interest rate hikes continued to cause panic, we
saw an immediate increase for the first time since 2020 in refinances. People wanted to

get the lower rates for them before it was too late.

We expect to see this trend for more renewal interest continue through summer 2022.



3. How is the market impacting
variable rate vs. fixed rate at
renewal time?
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Fig. 11: Rate preferences of users from May 2027 through April 2022 (renewals vs. new purchase).

Variable rates are still preferred to fixed rates at renewal time even in light of the recent 0.5% hikes
announced. While it falters from sky high levels in Q2 2020, we still see the average user opts for a
flexible, lower rate with variable when renewing their mortgage.



METHODOLOGY

The data used for this study comes from nesto’s online
application and is solely based on the experience of
nesto.ca customers/users, not the national market as a
whole.

Data is collected from thousands of monthly users
declaring their intent or completing online
applications across Canada. The data is anonymized
and aggregated for analysis.

Data presented within our Rate volatility and variances

report refer to nesto’s “best rate” at any given moment.

nesto’s best rate comes from any one of our many
lending partners at any given moment.

Author: Chase Belair,
Co-Founder and Principal Broker at nesto

For press and research-related requests,
email us at media@nesto.ca.
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