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Advice Events — Home Equity

What we’'ll cover today — by Dan Simpson, RBC

Agenda
= Reasons to invest in real estate
Assessing your financial readiness
Picking a property — key questions
Financing investment properties

= QOwnership structure

= Eligible property types
Before you buy...
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Reasons to invest In real estate

People purchase investment real estate for a variety of
reasons, including:

= Portfolio diversification

» Rental income

= Alternative to selling a starter home

= Housing for a child away at school

= Sweat equity

= Entry to real estate market while living at home/renting
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Acquiring Investment Properties — Right for you?

Count the costs — beyond mortgage payments
= Estimate rent, confirm with appraisal

= Determine heating, property tax and condo fees before hand and
determine if you or tenant will pay

= Prudent to deduct 10% from rent for vacancy and maintenance
(more or less depending on age and condition) and management
fees if necessary

Qualification: Different than regular home
=  Minimum criteria: Good credit history and 20% down

= Capacity to Pay: Takes account of the excess or shortfall generated
by investments;

= |everage: Accounts for leverage across all properties you own
= Liquidity Coverage: Accounts for savings outside real-estate.
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Picking a Property — Key questions

Look at property as an investor rather than
an owner

What type of tenant is the property
likely to attract?

Is it in a high-demand location?

Is it the type of property that will be
easy to rent out?

Who will manage it?
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Financing investment properties

Ownership structure
= A personal holding company is permitted, provided:

= The company is not an operating company or a partnership,
and is limited to residential real estate holdings only

= The owners of the company must qualify based on their
personal financial picture and be willing to sign the mortgage
as covenanter/guarantor

= The company is legally permitted to borrow funds

=  The owners sign as borrowers for an RBC Homeline Plan®, as
guarantors are not permitted

= You should also speak to your accountant
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Financing investment properties

Property types
= Owner-occupied, one to four unit second properties when rental income
Is used to qualify debt servicing

*= One to four unit non-owner-occupied properties
= All five and sixplex properties

» Residential properties only

= Student properties with 20% down payment
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Eligible student housing

* Property for your child attending school
For your child to reside in while
attending school away from home

« Rental income from additional tenants is
not required to finance property

 Maximum loan-to-value ratio: 80%
(95%, with default insurance)

* Investment property with student
tenants

« Purchased purely as an investment or
for your child when income from
additional tenants is required to finance
the property: Maximum loan-to-value
ratio: 80%
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Investment Policies

Get the advice you need

= Additional large portfolio options for up to
nine financed properties and $3.5 million in

exposure, (subject to more flexible leverage
limits).

= Minimum liquid asset requirement is just

15% of total borrowing.

= 80% of Market rent permitted.

= Market rent is allowed for non-subject
properties that are new to the rental market
(e.qg., client is converting a current home into a
rental unit). An appraisal will be required.

» Specialized adjudicators to provide fast
decisions on credit files.
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Everyone's situation is different

Disclosures:

The strategies, advice and technical content in this presentation are provided for the general guidance only
and benefit of our clients. This presentation is not intended to provide specific financial, investment, tax,
legal, accounting or other advice for you, and should not be relied upon in that regard. Readers should
consult their own professional advisor when planning to implement a strategy to ensure that individual
circumstances have been considered properly and it is based on the latest available information.

Applicable to residential mortgages only and subject to Royal Bank of Canada standard lending criteria for
residential mortgages. Some conditions apply.

Financial planning services and investment advice are provided by Royal Mutual Funds Inc. (RMFI). RMFI,
RBC Global Asset Management Inc., Royal Bank of Canada, Royal Trust Corporation of Canada and The
Royal Trust Company are separate corporate entities which are affiliated. RMFI is licensed as a financial
services firm in the province of Quebec.

When using the calculator, the result will depend on the accuracy and completeness of the data entered.

® / ™ Trademark(s) of Royal Bank of Canada. RBC and Royal Bank are registered trademarks of Royal
Bank of Canada.

T All other trademarks are the property of their respective owner(s).
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Thank you
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