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Co-Signer 
 

A co-signer (or co-borrower) in Canada is an individual who jointly applies for a mortgage with the primary 

borrower and shares full legal and financial responsibility for repaying the loan. Unlike a guarantor, a co-

signer is typically added to both the mortgage contract and, in many cases, the property title.  

 

Key characteristics include:  

• Joint Liability: The co-signer is equally responsible for the entire mortgage debt, not just a portion, 

regardless of ownership percentage.  

• On Title (Optional): Lenders or agreements may require the co-signer to have an ownership stake 

(e.g., 1%), though this isn’t mandatory in all cases.  

• Financial Contribution: Their income, credit score, and debt levels are factored into the mortgage 

application, directly affecting qualification.  

 

Improved Qualification Odds:   

• Debt Ratios: Lenders assess Gross Debt Service (GDS) and Total Debt Service (TDS) ratios (typically 

≤35% and ≤42%). A co-signer’s income lowers these ratios. Example: Alex’s $60,000 income alone 

yields a 45% GDS on a $570,000 mortgage ($3,360/month), but with Linda’s $50,000, combined 

income of $110,000 drops GDS to 27%, passing the threshold.  

• Stress Test: The stress test (5.25% or contract rate + 2%) is easier to pass with higher combined 

income, ensuring affordability even if rates rise.  

•  Access to Larger Loans: Higher income allows qualification for bigger mortgages, crucial in high-

cost areas (e.g., Toronto, Vancouver). With Linda, Alex might afford a $600,000 condo instead of 

settling for $400,000.  

• Better Interest Rates or Terms: A co-signer with strong credit (e.g., 750 vs. Alex’s 620) can secure a 

lower rate or approval from A-lenders (banks) rather than B-lenders (higher-rate alternatives).  

• Lower Down Payment via Insured Mortgages: With reforms effective December 15, 2024, homes up 

to $1.5 million qualify for insured mortgages with less than 20% down (e.g., 5% on the first $500,000, 

10% beyond). A co-signer’s financial backing ensures approval, reducing cash needed upfront.  

• Overcoming Credit or Income Gaps: Young buyers, self-employed individuals, or those with high debt 

(e.g., student loans) benefit from a co-signer’s stable financial profile, bridging gaps that might 

otherwise lead to rejection.  

 

In Canada, a 1% ownership arrangement involves a co-signer, often a parent or trusted individual, 

taking a small stake in a property (e.g., 1% on the title) to help the primary borrower qualify for a 

mortgage. For the borrower, this boosts approval odds by leveraging the co-signer’s income and 

credit, while retaining 99% control and equity, ideal for accessing high-cost markets under 2024 

reforms like the $1.5 million insured mortgage cap. For the co-signer, it offers a nominal equity stake 

(e.g., $6,000 on a $600,000 home) with potential appreciation, a legal tie to the property, and the 

satisfaction of aiding a loved one.  
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