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Glossary – AMP5: Real Estate Mortgage Economics and Investments  
 

Term Definition 
CMB See Canada Mortgage Bonds  

FCAC See Financial Consumer Agency of Canada  

GDSR See Gross Debt Service Ratio  

IRD See Interest Rate Differential  

MBS Mortgage-Backed Securities. See Securitization  

MICs See Mortgage Investment Corporations 

NHA MBS See National Housing Act Mortgage-Backed Securities  

REITs See Real Estate Investment Trusts  

TDSR See Total Debt Service Ratio  

Asset Market The asset market is the market in which real estate structures are traded. 

Canada Mortgage Bonds (CMB) Canada Mortgage Bonds are a pool of National Housing Act Mortgage-Backed 
Securities (NHA MBS) created by the Canada Housing Trust (CHT) and sold to 
investors who receive semi-annual fixed amount payments.  

Credit Report A credit report is a record identifying an applicant's habits regarding his or her 
financial commitments, and a comment on the borrower’s historical ability to keep 
within their budget. 

Credit Score A credit score is a statistical means of assessing the risk of extending credit to an 
individual borrower.   

Demand Demand refers to the number of households who both wish to purchase housing 
and have the financial means to do so.   

Exempt Market Dealer/Intermediary  An exempt market dealer/intermediary is a firm registered to distribute MIC shares 
to private investors. 
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Financial Consumer Agency of Canada 
(FCAC) 

The Financial Consumer Agency of Canada is an independent agency of the 
Government of Canada, which in addition to supervising federally-regulated 
financial institutions to ensure that they comply with federal consumer protection 
measures, is active in providing information to foster better consumer 
understanding of financial services and related issues. 

Five Cs of Credit The five Cs of credit are character (Will the borrower repay the loan?), capital (How 
much money will the borrower personally invest in the property?), capacity (Can the 
borrower repay the loan?), credit (What is the borrower's credit/repayment history?), 
and collateral (What is the additional security for the loan in case a borrower is unable 
to repay it?). 

Gross Debt Service Ratio (GDSR) 
 

The gross debt service ratio is the percentage of a borrower’s income that is needed 
to pay all required monthly housing costs including mortgage payments, property 
taxes, heat, and 50% of condo fees. The acceptable GDSR ratio is 32%. 

Interest Rate Differential (IRD) 
 

The interest rate differential is the difference between the amount the lender 
would earn on the borrower’s remaining mortgage principal outstanding over the 
remainder of the term and the amount the lender could earn on a new mortgage of 
the same size as the repayment amount, as of the prepayment date. 

Mortgage-Backed Securities (MBS) See securitization. 

Mortgage Default Insurance Mortgage default insurance protects the lender in the event that the borrower 
defaults on the mortgage. 

Mortgage Investment Corporation 
(MIC) 

A mortgage investment corporation is a legal entity (usually a corporation) created 
for the purpose of funding mortgages for individuals or businesses. It can be 
privately owned or publicly held. In either case, the owners of the MIC are typically 
issued some form of equity share and are, therefore, also referred to as the investor 
or shareholders.  

Mortgage Life/Disability/Protection 
Insurance 

Mortgage life/disability/protection insurance assists with paying the outstanding 
balance of the loan should a borrower become critically ill, suffer from a disability, 
or pass away during the term of the loan. 
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National Housing Act Mortgage-Backed 
Securities (NHA MBS) 

National Housing Act Mortgage-Backed Securities represent interests in, or a share 
of, a pool of mortgages insured under the NHA by CMHC or private insurers. CMHC 
also guarantees a timely monthly payment to the MBS investors.   

Property/Homeowners Insurance Property/homeowners insurance protects homeowners from financial difficulty 
that could be caused by physical threats to their homes such as fire, hail, wind, 
water damage, or vandalism. Depending on the coverage, it could also cover 
personal belongings, accidental damage, or injury to others. 

Real Estate Investment Trusts (REITs) Real estate investment trusts are securities that allow individuals to invest in 
various types of real estate income properties. 

Registered Covered Bonds Registered covered bonds are fixed-income instruments secured by a segregated 
pool of assets called the covered bond collateral. The bonds are issued by approved 
financial institutions and pay investors, or the “bondholders,” semi-annual 
payments of interest and principal. 

Securitization Securitization of mortgages is the process by which financial institutions package 
pools of mortgages into new securities (Mortgage-Backed Securities [MBS]), which 
can then sold to investors. Mortgage-backed securities offer lenders a source of 
accessing cost-effective funding from a broad range of investors. 

Space Market Space market, or the market for real estate space, is the market in which real estate 
services are traded.  

Supply Supply means the total number of housing units that are available for purchase in a 
given area at a particular point in time.  

Syndicated Mortgage A syndicated mortgage is a mortgage in which two or more persons participate, 
directly or indirectly, as lenders in the debt obligation that is secured by the 
mortgage. 

Syndication Syndication describes the process by which two or more investors come together to 
form an association for the purposes of conducting business.   

Total Debt Service Ratio (TDSR) 
 

The total debt service ratio is the percentage of a borrower’s income that is needs 
to cover housing costs (GDSR) plus other monthly obligations such as credit card 
and car payments. The acceptable TDSR ratio is 40%. 
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