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A Dozen Questions and Answers about  

Affordable Home Ownership Programs 
 

1.  Who is the target market for affordable ownership housing? 
 

Affordable homeownership housing providers target households not well served by either social 

housing or market ownership housing. This includes a range of households (singles, seniors, couples, 

families); family situations (New Canadians, downsizing empty-nesters, families with children, single-

parent families, divorced individuals); and income groups ($43,000 - $100,000).  

 

Some providers have explicit income and asset criteria while others do not. In every case, a purchaser 

will need a down payment and to be able to qualify for a mortgage.  

 

2.  How big is this market segment? 
 

Three distinct but somewhat overlapping population groups are likely to be interested in the 

opportunity to buy from providers of affordable home ownership units: 

 

 There are Millennial and other households actively desiring to enter the ownership market with some 

limited savings but are suddenly unable to do so because of changes in prices, mortgage insurance 

rules, and/or lending rates.  They may be either renting now, or owning a unit too small to 

accommodate a newly-arriving child.  They want to avoid taking on a lot more debt in obtaining a 

multi-bedroom “family-friendly” home. 

 

 There are New Canadians or others who have never before contemplated home ownership and want 

to be introduced to this with extra counselling and preparation to take on new responsibilities, 

with a manageable debt and community setting. They are attracted by both the affordability and the 

non-financial aspects of what providers are offering. 

 

 There are renters living in older units at relatively affordable rents who have essentially given up on 

ownership but who can be attracted to it under the right circumstances, as for example, when they 

are newly married, have a new job offer and need to move, or are becoming tired of their existing 

unit. 

 

Waiting for life event 

(multiple responses allowed) 

Getting a promotion or raise 30% 

Getting married 29% 

Moving due to a new job 24% 

Receiving an inheritance 8% 

Finishing school 2% 

Ready to settle down 2% 
Source:  Mortgage Professionals Canada, The Next Generation of Home Buyers, June, 2016 

 

Without additional survey research, it is quite difficult to assess the size of the first two groups.  

Mortgage Professionals Canada estimates that there are about 280,000 first-time buyers each year, so 

this is the likely annual upper limit of such buyers of all kinds.* Creating uncertainty at present is the 

                                            
* See:  http://www.mortgageproscan.ca/en/page/industry-and-consumer-reports.  

http://www.mortgageproscan.ca/en/page/industry-and-consumer-reports
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reality that changes to mortgage rules announced on October 3, 2016 have still not worked their way 

fully into the marketplace. 

 

The last of these categories is of potentially greatest interest from a public policy standpoint, as it is 

most likely to free up affordable rental units. As the National Household Survey date below indicates, 

there may be as many as 230,000 households in this category across Canada.  The bulk are probably 

living in smaller towns, but may for various personal, employment and other reasons may want to 

move to larger centres. 

 

Household Type Below $400 $400 to $599 $600 to $799 Total 

Couples with Children 20,345 20,170 42,415 82,930 

Couples without Children 25,760 32,120 50,570 108,450 

Single parents 12,170 12,105 15,375 39,650 

Total 58,275 64,395 108,360 231,030 
Source:  Statistics Canada, National Household Survey, 2011.  Note that these are private market, not subsidized rental units. 

 

3.  What makes this housing affordable? 

 

 Shared Appreciation Mortgage – Many affordable ownership housing providers use a shared 

appreciation 2nd mortgage (SAM) as a means of increasing the affordability of units. The value of 

the 2nd mortgage is the difference (usually 10-15%) between the cost to deliver the condominium 

unit and its market value.  There is no ongoing debt service requirement, i.e. interest & principal 

payments during the term of the 2nd mortgage. It is paid out when the unit is sold. Purchasers are 

required to provide at least a 5% down payment and secure normal mortgage financing for the 

balance of the purchase price of the unit.  The illustration below shows an example of how this 

works.† 

 
 Down payment assistance – When needed, additional money can be provided to assist the purchaser 

with the down payment. This assistance can be added to the 2nd mortgage and recouped when the 

housing is sold.  

                                            
 
† Graphic adapted from:  http://trilliumhousing.ca/.  

http://trilliumhousing.ca/
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 Cost reduction measures – Most providers eliminate costly amenities (like swimming pools and 

gyms), reduce marketing and sales costs, and are able to get better project financing, all of which 

help reduce the cost to deliver the home. 

 

4.  What is a “shared appreciation mortgage”? 
 

A shared appreciation mortgage (SAM) is a mortgage in which the lender agrees to accept repayment 

in the form of a share of the increase in value (the appreciation) of the property. A SAM is usually 

taken in the form of a no interest, no payment 2nd mortgage and held by a non-profit entity. It is often 

10% -15% of the value of the unit. So on a $300,000 home, the SAM could be $30,000 to $45,000. A 

SAM is repayable when the home is sold, when the unit is no longer occupied or at any time the home 

owner chooses to repay it. If the value of the home has increased 10% then the homeowner would 

repay the initial value of the SAM + 10%.  The value of the SAM is treated as part of the purchaser’s 

down payment – which overcomes the significant barrier facing many new homeowners. 

 

5.  Why is affordable homeownership important to Canadian communities? 
 

 Builds Multi-Generational Equity: Housing ownership creates financial security that benefits future 

generations and society as a whole. Affordable ownership producers keep home ownership within 

reach for more Canadians creating multi-generational equity and a long-term, effective poverty 

alleviation measure. 

 Supports Retirement Savings, Economic Resilience and Community Engagement: Homeownership creates 

an equity foundation that plays an important role in Canadian households’ financial planning for 

retirement.  It can buffer periods of unemployment and support periods of adjustment with less 

risk of dislocating families. It offers a solid basis on which to engage both long-time residents and 

newcomers in their communities. 

 Fosters Increased Financial Literacy and Sound Household Budgetary Decision-Making: Affordable 

ownership providers want to help people to take on only the obligations they can afford. 

Affordable home ownership programs have a very low default rate of less than 1%.  Workshops in 

advance of their purchase assist first-time buyers in understanding risks and responsibilities 

inherent in home ownership, and to assist them in planning for financial sustainability. 

 

6.  Does affordable ownership housing rely on government financial subsidies?  
 

Affordable ownership assistance is a market-based tool. Most providers operate without government 

subsidies. Some providers access government loans for down payment assistance and benefit from 

municipal fee deferrals. However, the benefits that they receive, which are passed onto the purchasers, 

are loans paid when units are sold or at the end of defined period of time. These loans, like the SAMs 

are paid back with appreciation.  So rather than being a subsidy, it can be seen as an investment on the 

part of government. 

 

7.  Does affordable ownership housing provide ongoing affordability?  
 

One of the goals of affordable home ownership programs is to facilitate households in growing equity, 

allowing them to stay in the ownership market when they sell their unit. This in turn helps to provide 

an ongoing benefit to future generations. It’s true that government loans or deferrals can help 

households enter the housing market by lowering the initial cost of the housing unit or providing down 

payment assistance.  It’s true that the benefit of this assistance accrues to the first purchaser. It’s also 

true that all of the assistance is paid back by the first purchaser and a portion of the appreciated value 
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of the housing unit is captured to provide a revolving, on-going source of funds that can be used to 

continue expanding opportunities for affordable home ownership.  The ongoing affordability is in the 

creation of new units, rather than the support for an individual unit. 

 

8.  Can the first owner “flip” the affordable housing unit and pocket the 

appreciated value?  

 
Affordable ownership housing providers have resale restrictions to prevent speculation. The purchaser 

has to live in the unit. If they want to sell their unit, they must discharge the second mortgage and pay 

a percentage of the appreciated value of the unit into a fund that is used to provide more affordable 

housing.  If the purchaser decides to move out and retain the unit as an investment, they must pay out 

the 2nd mortgage and any appreciation that has accrued.  

 

9.  How does affordable homeownership deal with the appreciated value of the 

housing unit? 
 

Purchasers agree to share the unit’s appreciation with the affordable housing provider when they sell. 

This provides an on-going source of funds that can be used to continue to provide more affordable 

housing. In the case of Attainable Homes in Calgary the purchaser pays 25% of the appreciated value 

upon resale if the unit has been owned for more than three years. In the case of Options for Homes, 

the purchaser shares the appreciation on the portion of the unit represented by the 2nd mortgage.  

 

10.  Wouldn’t it be better for governments to support affordable rental housing 

units?  
 

Affordable rental units generally require substantial subsidies from government, which are not 

recaptured. Some retain their affordability for a limited term (e.g. 20 years) before reverting to the 

private rental market. Affordable ownership requires significantly less support – and in the form of 

loans, which are repaid with appreciation. These different tenure choices should not be seen as an 

either/or proposition.  Rather, they are complementary. A healthy housing market requires a range of 

affordable housing options.  

 

11.  Why should we subsidize people becoming homeowners? 
 

First of all, it is not a subsidy, but an investment. In the Greater Toronto Area there are estimated to 

be more than 225,000 households living in rental units for which they pay less than 30% of their 

income. For considerable numbers of these households, the private ownership market housing is just 

beyond their reach (because they do not have significant savings for a down payment).  

 

By offering loans and deferrals (that will be paid back) to help people buy affordable ownership housing, 

government is also freeing up affordable rental units.  If just 5% of these households were able to buy a 

home, it would potentially free up 10,000 affordable rental units, or far more units than can be supplied 

by government programs.  

 

12. What are the measurable benefits of helping people become home owners? 

 

Helping people to afford home ownership also benefits society as a whole. It helps competitive and 

prosperous cities to retain workers; builds equity to ensure a healthy housing market and a stable 

middle class and helps people finance their retirement.   
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In 2015, The Boston Consulting Group conducted an in-depth study for Habitat for Humanity that 

calculated measurable financial benefits from their program compared with a control group that did 

not participate.  Among the findings were: 

 

 The first-generation financial impact in terms of increased tax revenues and reduced government 

costs was plus $84,000. 

 The second generation impacts including taxes, transfer revenues, and reduced costs as well as an 

estimate of “soft” benefits was plus $91,000 per participating household. 

 Total benefits per household assisted via the Habitat program were $175,000.‡ 

 

Note that because this program is specifically targeted at supporting lower-income households, results 

achieved for them may not be feasible for those starting with more advantages. 

                                            
‡ The full report is available at:  www.habitat.ca/photos/custom/BCG-Transforming-Lives-May-2015.pdf  

http://www.habitat.ca/photos/custom/BCG-Transforming-Lives-May-2015.pdf

