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Millennials
soaring

real estate prices
and how parents might helpMany parents want to help their kids

buy a first home. Is this a good idea,
and if so, what’s the best way to do it?
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The growing unaffordability of buying a home irks Kedar, 29. He and 

his wife, both money-conscious millennials, work in the financial 

services industry and haven’t been able to purchase a house, despite 

great jobs, a frugal lifestyle and a dedicated savings plan.

Kedar has been searching for five years, waiting and hoping for house prices 

to come back to more affordable levels, only to see the market rocket higher 

and higher. He tells horror stories of showing up at home viewings only to 

be pressured into bidding on a house he has only seen for twenty minutes.

“The feeling we get is that we are never saving enough. If we put aside a 

dollar of savings, house prices go up two bucks. It’s a game that you are 

never going to win,” he says.

It used to be that middle-class success 

in Canada began with a nice starter 

home in the suburbs with a lawn to 

cut in the summer and a driveway to 

shovel in winter. But no more. Today, 

people in cities are struggling to find 

a home they can afford that is bigger than a hotel suite or has less than 

a two-hour commute. The average price for a single detached home in 

Toronto has reached $1.05 million and $1.40 million in Vancouver.1 Plus, 

regulations now require buyers of homes priced at one million dollars to 

put up a minimum 20% down payment.2  

Despite the obstacles Kedar faces, he is determined to make it on his own 

without his parents’ help. Whether or not to ask for help buying a home 

is a common problem young people are facing. Parents of millennials are 

opening up their wallets (and hearts) to help their kids get onto the property 

ladder. But just how should parents help their kids? And what is the best 

way to do it?

“The feeling we get 
is that we are never 

saving enough.”
KEDAR, PROSPECTIVE 

HOME-BUYER
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Thirty-year-old Taylor had also been 

watching the real estate market for 

years and took the plunge three 

years ago with help from her parents. 

Taylor’s Mom and Dad made a deal 

with her when she was little that they 

would ‘help out’ with any expenses if 

she worked hard and received good 

grades. The deal worked. Taylor was 

the top of her class through high 

school and her parents bought her the 

essentials any kid should have . . . but 

with strict limits. Soccer gear and fees? 

Yes. Movies and pizza with friends? 

Yes. $150 jeans? No. 

Taylor worked part-time throughout 

university, while her parents paid her 

tuition, and after graduation worked 

for the next three years at a bank in 

Toronto. Like many people, she wanted to jump into the housing market 

before prices got too far out of her range. She put offers out on 20 detached 

homes but kept losing to higher bids, and found as prices charged ahead, 

she could only afford smaller and smaller properties. Finally, Taylor found a 

townhouse on the subway line that had everything she needed plus a great 

rooftop patio. 

But despite saving for the last 13 years, she needed an extra $25,000 on 

top of her down payment to cover the land transfer tax and legal fees to 

close the deal.

1. A Gift

Benefits

• It is straightforward and
simple.

• There are no tax
implications, provided
that you are gifting after-
tax dollars either for the
parent or the child.

• It can be an early
inheritance.

Disadvantages

• A gift comes with no
strings attached.

• You can’t demand
retroactive conditions or
repayment.

• If your child’s marriage
breaks up or creditors 
have a claim on their 
assets, your gift may be 
lost.

Providing 
Money: Options
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But lucky for Taylor, the deal with 

her parents kicked in and her parents 

picked up the costs. While there was 

no “official” loan document drawn up, 

Taylor did send an email to her parents 

stating the terms of the loan. The trust 

she and her parents have in each other 

meant they were comfortable with 

their ad hoc arrangement.

But not every situation goes as smoothly 

as Taylor’s case, says Laima Alberings, a 

tax and estate planner at TD Wealth, 

who cites situations where an adult 

child’s creditors lay claim over this 

money or where a subsequent marriage 

breakup or death puts the funds at risk. 

She says she sees many clients who 

are grappling with the challenges of 

lending money to their children. 

Alberings says there are several different 

ways to provide money to help your 

children buy a home depending on your 

intentions: as a gift, a loan, becoming a 

guarantor or co-signer to a mortgage, 

or drawing up a discretionary trust that 

stipulates the conditions by which a 

child can live in a home that is owned 

by the parent. Each has its own benefits 

and drawbacks depending on your 

situation.

Providing 
Money: Options

2. A guarantor
or a co-signer to a
mortgage

If a child has an insufficient or 
a poor credit history, a parent 
can become a guarantor for 
the mortgage.

If a child can’t get a mortgage 
because they have insufficient 
income for the payments or 
has erratic income because 
they are a consultant or a 
freelancer, a parent can be a 
co-signer to the
mortgage. 

Benefits

• A parent does not have to
put out their own money.

• The adult child is able
to receive a mortgage
with your help, even if
they themselves are not
qualified.

Disadvantages

• If the child can’t make the
payments, the co-signer
or the guarantor is on the
hook for the payments.
The lending institution
may take action against
both the co-signer and the
child.

• If you are a guarantor,
the lender will first seek
out the child for payment,
then go after you. You
may find it difficult to
get a loan yourself if you
become embroiled in your
child’s financial problems.

Providing 
Money: Options
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But Alberings says it is important to be 

clear with yourself and your child what 

is the actual intent behind providing 

the money. For example, if you have 

transferred funds to a son’s or daughter’s 

bank account, but eventually mean to 

discuss the terms of paying back the loan 

someday, your children may have already 

regarded this money as a no-strings 

attached gift.

A personal decision

Watching your children making it on their 

own is a big source of pride for parents 

but the harsh realities of the economy 

are that many young families with good 

jobs and two incomes can’t afford what 

their parents and grandparents took for 

granted. However, Alberings says, before 

you write that cheque, think about how 

you can balance a gift or loan to one child 

with how you treat other children if they 

find themselves needing money in the 

future as well. Think about your child’s 

economic situation: if they can’t afford a 

down payment, what will happen when 

they have to renegotiate their mortgage, 

or if housing prices suddenly drop in 

value? She says that a loan must fit 

the economic realities and the personal 

situation of the child.

Providing 
Money: Options

3. A loan

Benefits

• A documented, secured
loan gives a parent the
legal right to enforce
payback conditions.

• If the conditions are not
met, the parent can take
the child to court and,
eventually take control of
the title of the property.

• A secured loan can
also ensure that the
parent’s contribution
to the property is not
lost to the child’s spouse
through a Family Law Act
equalization or claim in
the event of a marriage
breakup.

• If you have a prior claim
on the property through
the secured loan, other
creditors may not be
able make a claim on the
property.

Disadvantages

• Drawing up a loan that
will stand up in court may
involve hiring a lawyer.

• Drawing up a loan on
the kitchen table whose
conditions are not actually
enforced may not hold up
in court.

• An unsecured loan may
not give you the ability to
take control of a property
if the loan conditions are
not fulfilled.

• A parent may not actually
want to take their own
child to court, even if the
child defaults on the loan.

Providing 
Money: Options
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“Does every 28-year-old need a 

detached home?” Alberings asks 

clients.

Taylor admits that before she bought 

the home, her spending habits were 

a bit undisciplined. But her parents 

were confident that her money “self-

control” would improve once she 

was saddled with home ownership. 

Now she only takes moderately-priced 

vacations and brings her own lunch 

and coffee to work. She watches with 

amusement while her friends rack up 

large purchases.

“I say, ‘Wow, that’s the equivalent of 

a mortgage payment. I’ll pass,’” Taylor 

says. For her, a simple loan agreement 

between her and her parents worked. 

But for others, it may not. 

Alberings says parents and their 

children should consult a financial 

planner or advisor to consider what is 

Providing 
Money: Options

4. A discretionary
trust

If the parents owned a 
property but were not living 
in it, they could set up a trust 
that stipulates who has the 
right to live in the home and 
how the property should be 
used. 

“So the property is not the 
child’s and the child can 
only use the property in 
accordance with the terms set 
out in the trust,” Alberings 
says. 

Benefits

• The child can enjoy a
home without the need
for a mortgage.

• The home is safe from
a child’s creditors and
the fallout of a broken
marriage.

Disadvantages

• A parent will continue to
fund the accommodations
of the adult child.

• The child will not build up
a credit history.

• There will be legal fees
for the preparation of the
trust document.

Think first, write cheques later
Laima Alberings says you should ask yourself these questions before deciding 
whether to loan your children money:
• Does the money come with strings attached?
• Should you have a say on how large a home your son or daughter should buy?
• Does your loan apply only to your child or to their spouse as well?
• Would you take your children to court if they did not pay back the loan?

Providing 
Money: Options
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the best way to contribute to your child’s real estate purchase together. A 

well-thought out arrangement could be the key to achieving your child’s 

financial goals while protecting your money as well.

— Don Sutton, MoneyTalk Life

1Tess Kalinnowski, “Average new GTA house tops $1M for first time, “The Toronto Star, April 21, 2016, 
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