
 

The 5 Rent to Own Traps 
They Don’t Want You to Know About 

 

 

 

   

 

 

 

 
Ownership Solutions 

2 Toronto Street Suite 277 
Toronto, ON M5C 2B5 

T: 1-877-473-4776 / F: 1-877-473-4776 
E: info@ownershipsolutions.ca 

www.ownershipsolutions.ca  

Ownership 

Solutions 



Ownership Solutions 
2 Toronto Street Suite 277 

Toronto, ON M5C 2B5 
T: 1-877-473-4776 
F: 1-877-473-4776 

E: info@ownershipsolutions.ca 
www.ownershipsolutions.ca 

 

The 5 Rent to Own Traps They Don’t Want You to Know About Page 2 of 7 

Ownership 

Solutions 

Introduction 
Rent to Own is designed to be a winning strategy for you, the home buyer who can’t currently 
obtain a regular mortgage. With the help of a professional, sophisticated investor, you can get 
into a home of your choice in as little as 6 weeks. The investor has you as a qualified buyer living 
in the home from day one, so this strategy creates a “win-win” for both of you.  

As a home buyer, you are probably aware of several companies offering Rent to 
Own programs in your area, but unfortunately, some of these companies take a 
win-win concept like Rent to Own and twist it into a win-lose by taking 
advantage of uneducated consumers… 

In this short, but important report, we’ll show you how to choose the right Rent 
To Own company to deal with so you’re protected from unethical companies 
that will keep you from using this valuable stepping stone for your personal 
benefit. These “Rent to NOT Own” companies prey on desperate, uneducated, 
hopeful home buyers and end up creating negative press stories that scare YOU 
away from your goal of home ownership.   

You’ll learn the 5 most common traps used by unethical companies in the Rent 
to Own industry to take advantage of the uneducated consumer, and what to do 
about it. By reading this brief report you’ll understand exactly what to watch out 
for so that you can choose a great Rent to Own company that will truly help you 
with your goal of home ownership in a win-win fashion.  

The 5 Rent to Own Traps 
Unethical Rent to Own companies take advantage of home buyers like yourself by using one or 
more of the following traps. Be warned that if you fall for any of these traps, the likely result is 
that you will fail to own the home and end up losing your deposit and option credits.  

The 5 traps that unethical Rent to Own companies don’t want you to know about are: 

1. Stretching Your Budget 
2. Short Rent to Own Terms 
3. High Option Prices 
4. Problematic Homes 
5. Not Understanding Agreements 

Falling into any of these traps can be a serious setback to your goal of home ownership, but 
when you avoid these pitfalls and work with the right company, Rent to Own can really help you 
and your family succeed financially. 
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Trap #1 – Stretching Your Budget 
The number one trap to beware of when buying your home is 
overextending yourself financially. Whether you are obtaining a 
traditional mortgage, working with a private lender, or purchasing 
using a Rent to Own program, it is very important that you stay within 
your budget. 

The primary reason for failure in home ownership, regardless of the 
lending product, is default by the home owner. Rent to NOT Own 
companies know this and use it as a trap to steal your down payment. 
Instead of encouraging you to stay within your budget, unethical 
companies will stretch you to purchase a home you cannot afford 
hoping you’ll fail to keep up with your payments so they can steal your 
down payment. 

Here are 2 guidelines from CMHC (Canada Mortgage & Housing Corporation) on affordability: 

 

Affordabil i ty Rule 1 

The first rule is that your monthly housing costs shouldn't be more than 32% of your gross monthly income. 
Housing costs include your monthly mortgage payments (principal and interest), property taxes and heating 
expenses. This is known as PITH for short — Principal, Interest, Taxes and Heating. 

If you are thinking of buying a condominium or leasehold tenure: 

• For a condominium, PITH also includes half of the monthly condominium fees. 
• For leasehold tenure, PITH also includes the entire annual site lease. 

Lenders add up your housing costs and figure out what percentage they are of your gross monthly income. 
This figure is called your Gross Debt Service (GDS) ratio. To be considered for a mortgage, your GDS 
must be 32% or less of your gross household monthly income. 

Affordabil i ty Rule 2 

The second rule is that your entire monthly debt load should not be more than 40% of your gross monthly 
income. Your entire monthly debt load includes your housing costs (PITH) plus all your other debt payments 
(car loans or leases, credit card payments, lines of credit payments, etc.). You have calculated these on the 
Monthly Debt Payments form. This figure is called your Total Debt Service (TDS) ratio. 
 
Source: CMHC (Canada Mortgage and Housing Corporation) - http://www.cmhc-schl.gc.ca/en/co/buho/hostst/hostst_002.cfm 

 

We recommend that you stick to these guidelines whether you will be financing your home 
purchase with a mortgage, private lender or Rent to Own program. If anyone pressures you to 
stretch beyond what you can afford under these guidelines, consider this warning sign #1.  
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Trap #2 – Short Rent to Own Terms 
Another common trap that buyers like you often fall victim to is 
entering a Rent to Own program with a term that is too short. While 
we all have the desire for instant gratification, usually it requires 
some time to fix any issues on your credit report, accumulate a larger 
down payment, build a strong track record of income or overcome 
whatever obstacle is preventing you from getting a mortgage today. 

Some unethical companies will encourage you to enter a 1 or 2 year 
Rent to Own program knowing that it will take you longer than that 
to qualify for a mortgage. Again, this is just another way for them to 
collect your down payment and wait for you to fail. 

To avoid this trap, be realistic about how long it will take for you to qualify for a mortgage and 
ensure your Rent to Own program is long enough for you to get to that point. Be sure to consult 
with a mortgage broker or credit repair specialist to get a good estimate of how long this would 
take based on your current situation before entering a Rent to Own program. 

Trap #3 – High Option Prices 
Overinflated option prices are one of the easiest traps for Rent to NOT Own companies to setup 
for uneducated buyers. Don’t let yourself fall for this trap.  

High option prices can come in 2 forms: 

1. Starting with an overinflated purchase price 
2. Using an overly aggressive appreciation rate 

Most Rent to Own companies start off with the market 
value for your home, and then appreciate the home at 
a reasonable rate (say 3% per year) to come up with 
your option price. This option price is what you’ll have 
to pay for the property at the end of your term. If the 
starting price is too high or they apply an overly 
aggressive appreciation rate to that price, your option 
price will end up being too high and you’ll have 
problems as the buyer. 

If the home does not appraise at the end of your Rent to Own term for close to what your option 
price is, you’ll have trouble getting the mortgage you need in order to exercise your option and 
again you will risk losing your deposit and accumulated option credits. 

You can avoid this trap by understanding the value of homes in the area where you are buying, 
and what the historical price trends look like. The easiest way for you to do this is to consult with 



Ownership Solutions 
2 Toronto Street Suite 277 

Toronto, ON M5C 2B5 
T: 1-877-473-4776 
F: 1-877-473-4776 

E: info@ownershipsolutions.ca 
www.ownershipsolutions.ca 

 

The 5 Rent to Own Traps They Don’t Want You to Know About Page 5 of 7 

Ownership 

Solutions 

a Realtor who can show you the values of comparable home sales and give you more 
information on appreciation rates in the area. You should never agree to an option price that 
begins with an overinflated market price or is set using an overly aggressive appreciation rate. 

Trap #4 – Problematic Homes 
There are 2 main methods of putting together a Rent to Own transaction that you should 
understand.  

1. The first method is to work with a company that lets you select a home of your choice as 
the buyer. This is known as “tenant-first” Rent to Own.  

2. The second method is called “property-first” Rent to Own. This is where an investor or 
company offers a home from their existing inventory on a Rent to Own basis. 

With a tenant-first Rent to Own program you’ll usually go 
shopping with a Realtor to choose a home, and go through 
the same offer process, home inspection and closing period 
as a regular buyer who is using a mortgage. However, with 
a property-first Rent to Own program you’ll be taking on a 
home which the investor or company already owns. While 
this lets you get into your new home immediately, the 
problem here is that you could end up with a problematic 
home. With a property-first Rent to Own program, there 
usually isn’t a home inspection available for you and you 
won’t know exactly what you’re buying. 

To avoid this trap, be sure to have any home you wish to purchase inspected by a professional 
home inspector. With some tenant-first Rent to Own companies you’ll be responsible for the cost 
of this home inspection (usually $300-$400), but it is better to know exactly what sort of home 
you’ll be investing your hard earned money into before you commit yourself and sign a cheque. If 
you decide to work with a property-first Rent to Own program, you should insist on getting this 
professional home inspection so you can be sure the home is sound. 

Trap #5 – Not Understanding Agreements 
Last but certainly not least is the trap of not understanding agreements. For most homebuyers, 
the purchase of their home represents the single largest asset they will ever own. With that in 
mind, it is important to be sure you understand any agreements you sign whether with a Realtor, 
mortgage lender, or Rent to Own company.  

The trap around Rent to Own agreements is simply not understanding the risks. Like many buyers 
you were likely disappointed when you were unable to qualify for mortgage financing, but gained 
a new feeling of optimism when you realized Rent to Own could still allow you to own a home of 
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your choice. Every Rent to Own company is happy to provide you with a long list of benefits, but 
they rarely go out of their way to point out any of the risks involved. 

Each company has its own agreement, but let us point out the key risks that are common to most 
Rent to Own programs: 

1. Default Risk 
If you can’t keep up with your payments and default on your 
contract, you risk losing your down payment plus any 
accumulated option credits. 

2.  Market Risk 
If the price of your home does not appreciate as expected, 
you may have trouble getting the appraisal value you need to 
exercise your option at the end of your term, and you would 
risk losing your down payment plus any accumulated option 
credits. 

3.  Credit Risk 
If you are still unable to qualify for mortgage financing at the 
end of your Rent to Own term, or can’t find another way to 
exercise your option to purchase, you again risk losing your 
down payment plus any accumulated option credits. 

4.  Investor Risk 
If there is an event in the life of the investor who funds your 
Rent to Own program such as divorce, bankruptcy or death, 
then your Rent to Own property could come into question. 
There is also a risk that the investor may not honour their end 
of the agreement. In either case, the truth is that litigation 
may be required in order to protect your option to purchase 
the home at the agreed upon option price. 

With the exception of investor risk, the main risks in a Rent to Own program are similar to those 
you would have as a regular homeowner with a traditional mortgage. Regardless, it is still 
important that you know that there are risks and understand what those risks are before you jump 
into a Rent to Own program. 

The most important tip to help you avoid the trap of not understanding the agreements is to seek 
independent legal advice on anything you are asked to you to sign. A good Rent to Own 
company will actively point out the risks of the program to you (eg. losing your deposit and 
option credits) and insist that you get independent legal advice on the agreements you’ll be 
signing. 
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Finding the Right Rent to Own Company 
As you can now see, although Rent to Own is designed to be a win-win strategy, there are a 
number of possible traps you can fall into along the way. Here are some key takeaways to help 
you choose the right Rent to Own company to move beyond the mortgage qualifying hurdle on 
your path to home ownership: 

1. Look for a company that will work within your budget & keep your GDS ratio below 32%. 
If a company tries to stretch your budget, consider this a red flag. 

2. Look for a term that is long enough to overcome whatever obstacle is preventing you from 
getting a mortgage today. Speak with a mortgage broker or credit repair specialist to get 
a realistic estimate on how long you will need. 

3. Work with a Realtor whenever possible to ensure you have an accurate starting point for 
price and a realistic option price based on your area’s historical appreciation rates. 

4. Avoid problematic homes by always insisting on a home inspection whether you’re buying 
using the property-first or tenant-first method of Rent to Own. 

5. Be sure to understand any agreements you will be signing by getting independent legal 
advice. Take note of whether the company recommends this step to you and if they don’t, 
consider that as another red flag. 

6. Find a Rent to Own company which offers a credit repair program and takes a genuine 
interest in your financial success. 

7. Ask for testimonials or references for previous clients to get some proof that their clients 
are happy. This step is a little extra work but can really help you in choosing the right 
company to work with. 

8. Trust your gut. 

Now that you’re aware of the 5 traps most Rent to Own companies don’t want you to know about 
and have some extra tips on how to choose the right company, you’re well on your way to 
owning the home of your choice in as little as 6 weeks. Keep these 8 tips in mind and you’ll be 
likely to experience the win-win nature of Rent to Own first hand instead of falling prey to an 
unethical investor who is more interested in stealing your down payment than they are in your 
financial success. 

 

Take the first step towards owning the 
home of your choice by applying online to 
get pre-approved for our Homeowner 
Prep Program! 

Apply today at: 
http://www.ownershipsolutions.ca/apply/ 


