
Bank of Canada raises prime rate 

We were somewhat surprised by the Bank of Canada interest rate increase announced yesterday. We 

thought that the BOC was providing an early warning for a September rate hike, obviously that was not 

the case.  

Mr. Poltz seems to think things are going along according to plan, even with lower oil prices and the 

looming NAFTA renegotiation, they believe the Canadians can absorb the .25% rate increase and 

possibly more in the not too distant future. 

With the prime now set at 2.95%, anyone with a variable rate mortgage will receive a notice in the next 

2 to 3 weeks that states your mortgage payment has gone up. This is the standard practice with most 

banks and lenders.  

What does the crystal ball say for the future on the prime rate? 

The BOC has a mandate to keep inflation at 2%. We are currently below that,  but they say any rate 

increase takes about 18 months to really be felt in the market place. With that in mind the BOC has 

decided not to wait prior to starting the rate increase program. The BOC suspects that in 2018 the 

market will be stronger and inflation will rise. This increase is designed to combat that rise in inflation.  

Will there be more increases?  

Based on the BOC’s past history, there will be a series of them. It has been a long time since we last saw 

a rate increase, and we know the BOC has wanted to raise rates for the last 3 years. They will have to do 

this gradually so that they do not force us back into a recession. The world can change quickly, any 

further crisis will dampen the BOC rate increase schedule.     

What should you do now? 

This is very hard to answer due to many unseen circumstances. We have always leaned towards the 

following advice.  

If you are currently in a variable rate mortgage and you are making accelerated payments and making 

regular pre-payments each year, then you are then aggressively paying down your mortgage.  

A variable rate mortgage allows you the lowest interest rate on average and you should remain in that 

mortgage and continue the aggressive payment schedule you are doing.   

Your aggressive payments along with the lower interest rate are saving you thousands of dollars in 

interest over the long term. This will not change with a couple rate increases.  

If you are on a limited budget and not making accelerated payments and the odd extra payment, you 

are susceptible to real issues with your variable rate. You may want to consider converting your variable 

rate mortgage into a fixed term.   

 



You would need to contact your lender and see what they are willing to offer on the remaining term you 

have now.  

You will be offered two options. Convert to a term closest to what is left on your current mortgage term 

or to extend to a longer term at the fully discounted rate being offered today. All you need to do now is 

call your lender and see what they offer. You can then decide what works best for you.  

If you have not bought a home yet or have a switch or transfer coming up in the next 120 days 

If you have not found a new home yet, now is the time to contact me to get that pre-approval locked in 

for another 120 days.  If you have a renewal coming up in the next 120 days, you want to lock that rate 

hold up as well. It is better to be safe and lock in now, then to wait and risk paying a higher interest rate.  

If you are contemplating making a move or refinancing your mortgage, give us a call to discuss your 

opportunities, we are here to help. 

If your friends and family are considering a move, please don't hesitate to call or email us as well. We 

appreciate any and all referrals.   

We promise to take very good care of them for you to ensure they will be very grateful you sent them 

our way.  Thanks. 


