
  This one comes up a lot for us and the answer is not always the same. There are some factors to consider. We

always want people to focus on growing their net worth. An extra mortgage payment achieves this, but so does

adding to investments.

   The case for paying down the mortgage. If you make an extra payment, you immediately see your balance

owing go down, and you know exactly how much interest you are guaranteed to save by making that payment. It

also, of course, reduces the amount of time before you are mortgage free. If your current pace has you carrying

a mortgage into your retirement years, some extra payments are a great idea. Retirement is so much easier to

achieve without a mortgage. 

   The case for investing more. With interest rates as low as they are, investing more instead has become more

attractive. As long as you have a long term time horizon and are willing to take some risk, the returns from stock

markets have been far higher than the interest rate on mortgages, which means your net worth should grow

faster by investing more than paying down your mortgage. 

   What if you do both? A great way to do this is by adding your extra payments to your RRSP. This well help

generate a bigger tax refund. Eg. If you add $10,000 to your RRSP and are in a 30% tax bracket, you should get

a $3,000 refund to apply to your mortgage. Before we account for any investment growth, you've increased your

net worth by $13,000 but only parted with $10,000. 

   Other considerations. If you ever plan to upgrade your home with renovations or move to a more expensive

home, it may create more flexibility to jump on an opportunity if you have a lower mortgage balance. Mortgages

are getting harder and harder to get approved for, so the flexibility of a lower balance can help a lot! 
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